
60

Operations Review and Market Outlook

Sembcorp Marine delivered another set of strong results in 2010 underpinned by its  
rig building, ship conversion & offshore as well as ship repair sectors. Turnover for the 
Group was $4.6 billion with the rig building sector contributing $3.0 billion, followed by 
the ship conversion & offshore sector at $820 million, the ship repair sector at  
$646 million, and others at $41 million. 

Rig Building
The rig building sector remained the largest contributor, at 67 per cent, to the 
Group’s turnover in 2010. As one of the world’s leading builders of jack-up rigs 
and semi-submersibles, Sembcorp Marine delivered a total of ten rigs – seven 
jack-ups and three semi-submersibles. 

Six proprietary Pacific Class 375 design jack-ups were delivered by PPL 
Shipyard, comprising the El Qaher I to Egyptian Offshore Drilling Company, 
Sneferu and Setty to Egyptian Drilling Company, Tam Dao 02 to Vietsovpetro, 
Kan Tan 6 to SINOPEC and West Leda to Seadrill; while Jurong Shipyard 
completed a newbuild heavy-lift jack-up barge, ARB-3, for Aramco Overseas 
Company. Three semi-submersible rigs were delivered during the year. These 
comprised two turnkey ultra-deepwater sixth-generation Friede & Goldman 
semi-submersibles – West Orion and PetroRig III – delivered by Jurong 
Shipyard to Seadrill and Grupo R respectively and Noble Jim Day, a Bingo 
9000 semi-submersible rig built from a bare-deck hull for Noble Drilling.

During the year, Jurong Shipyard sold a CJ70 harsh-environment jack-up rig 
that was under construction to a subsidiary of Seadrill for US$356 million. 
The rig was originally ordered by another owner which went into liquidation in 
2009.

Jurong Shipyard clinched two contracts during the year, comprising a 
US$384 million order by Seadrill for two turnkey jack-up rigs based on the 
Friede & Goldman JU2000E design and a US$400 million contract by Noble 
Corporation for two turnkey jack-up rigs based on the Friede & Goldman 
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Delivery of PetroRig III, an ultra-deepwater semi-submersible, by Jurong Shipyard to Grupo R.Noble Jim Day, the second Bingo 9000 semi-submersible delivered by Jurong Shipyard to 
Noble Drilling.
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JU3000N design. PPL Shipyard also secured four 
jack-up rig orders based on its latest proprietary 
Pacific Class 400 design, an extension of the yard’s 
Pacific Class 375 design. These included a US$195 
million jack-up rig for Transocean and two newbuild 
jack-up rigs contracted by Atwood Oceanics at up to 
US$364 million. In January 2011, Atwood Oceanics 
exercised the first of its three jack-up options with 
PPL Shipyard at US$182 million. 

Overall, the last quarter of 2010 and as at February 
2011, the Group secured orders for eight jack-up rigs 
worth a total of $2.0 billion as well as ten jack-up rig 
options.

Ship Conversion & Offshore
The ship conversion & offshore sector contributed 
$820 million in revenue, accounting for 18 per cent 
of the Group’s turnover. As a leading provider for 
the conversion of floating, production, storage 
and offloading (FPSO) systems and the turnkey 
engineering and construction of offshore platforms, 
the Group delivered three offshore conversions and 
one offshore platform project during the year. 

Offshore conversions delivered by Jurong Shipyard 
included the FPSO Kwame Nkrumah MV21 – Ghana’s 
first FPSO vessel – to MODEC and the FPSO Montara 
Venture to Tanker Pacific Offshore Terminals. Another Milestone delivery of FPSO Kwame Nkrumah MV21, Ghana’s first FPSO, 

by Jurong Shipyard to MODEC.

delivery was Sembawang Shipyard’s successful 
conversion of the Dynamic Producer, a dynamic 
positioning floating drilling production storage 
and offloading (FDPSO) vessel, within schedule to 
Petroserv S.A. Brazil. SMOE also completed the 
delivery of a harsh-environment platform project for 
the Halfdan B Phase IV Development at the North 
Sea, following its turnkey construction. 

Pacific Class 375 jack-ups – (from left) El Qaher I, Setty and Kan Tan 6 – successfully delivered by PPL Shipyard.
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Successful FDPSO conversion of Dynamic Producer by Sembawang Shipyard for Petroserv, Brazil.

The Group’s shipyards won another five FPSO 
contracts and one accommodation topside contract 
in 2010 and 2011. The FPSO conversion contracts 
awarded to Jurong Shipyard comprised a contract at 
approximately $130 million by Petrobras Netherlands 
for the pre-conversion of a Very Large Crude Carrier 
into the P62 FPSO vessel and a $351 million contract 
by Teekay Petrojarl Production for the conversion of 
the FPSO Petrojarl Cidade de Itajai from a tanker. 

Sembawang Shipyard also won two contracts 
worth $75 million involving the floating production 
unit (FPU) conversion of a tanker for BW Offshore 
and the upgrading of the FPSO Glas Dowr for 
Bluewater Energy Services. In January 2011, 
Sembawang Shipyard won a $123 million contract 
for the engineering, procurement, construction and 
commissioning of the RV Investigator, a dynamically 
positioned blue-water research vessel, for Teekay 
Shipping (Australia). SMOE secured a $550 million 
contract by ConocoPhillips Skandinavia to build the 
Ekofisk accommodation topside for 552 personnel.  

Ship Repair 
The ship repair business was the third largest sector 
with a revenue of $646 million, accounting for 14 
per cent of the Group’s turnover in 2010. The Group 
reaffirmed its position as an industry leader in ship 
repair with a total of 282 vessels calling on its yards 
for repairs and maintenance during 2010. 

The average value per vessel was $2.3 million. 
In terms of the vessel mix, repairs for tankers 
contributed to 29 per cent of ship repair turnover, 
followed by the upgrading of drillships and FPSOs 
at 24 per cent, passenger ships at 9 per cent, bulk 
carriers at 7 per cent, LNG gas tankers at 9 per cent, 
containerships at 6 per cent and other vessels at 16 
per cent. Alliance/Favoured Customer Contract (FCC) 
partners and regular customers continued to support 
the Group with a steady base-load, accounting for 85 
per cent of all repairs in 2010.

Reinforcing its status as a world leader for LNG 
repairs, Sembawang Shipyard was awarded 
several repair contracts for LNG carriers by China 
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LNG Shipping (International) Company and K Line 
Shipmanagement as well as an LNG carrier longevity 
contract from FCC partner North West Shelf LNG 
Venture during the year. Other upgrading and 
repair orders secured comprised the life-extension 
of a cargo ship owned by Bluescope Steel and 
managed by Teekay Shipping (Australia), a ship 
repair contract from a regular Taiwanese customer, a 
contract for lengthening and dry-docking repairs from 
Interislander, as well as upgrading and repair jobs 
for both Star Cruises (Malaysia) and PT Pelayaran 
Nasional Indonesia.

More long-term contracts were established in the 
year. Eitzen Group, which controlled about 100 ships 
trading worldwide, renewed its long-term contract 

with Sembawang Shipyard to send its ships for 
scheduled and upgrading repairs. As a further step 
to increase its market share for cruise-ship repairs 
and upgrading, Sembawang Shipyard signed 
another long-term contract in the year with Carnival 
Corporation, the world’s largest cruise operator. This 
contract would commit the repairs, refurbishment and 
upgrading of Carnival Corporation’s passenger ships 
cruising in the Far East to Sembawang Shipyard.

In early 2011, three more contracts worth $92 million 
were won by Sembawang Shipyard. These comprised 
an upgrade of a dynamically positioned heavy-lift and 
pipelay vessel, an LNG carrier longevity project and 
an upgrade of a drillship.

Alliance partner Chevron’s tanker, Regulus Voyager, ready to set sail after an overhaul in 
Jurong Shipyard.

Sail-away of cruise ship Seabourn Pride after undergoing repairs in Sembawang Shipyard.
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Market Outlook and Underlying Market Drivers
World Economic Outlook
The two-speed economic recovery is expected to 
continue into the future, according to the January 
2011 report by the International Monetary Fund (IMF). 
In advanced economies, activity has moderated 
at a lower rate than expected, and growth remains 
subdued. The high rates of unemployment and 
renewed stresses in the euro area periphery are 
contributing to the downside risks. While activity 
remains buoyant in many emerging economies, 
inflationary pressures are emerging with some signs 
of overheating, driven in part by strong capital 
inflows. Most developing countries, particularly in 
sub-Saharan Africa, are also growing strongly. Global 
output is projected to expand by 4.5 per cent in 2011, 
an upward revision of about 0.25 percentage point 
relative to IMF’s World Economic Outlook (WEO) in 
October 2010. 

Activity in advanced economies is projected to 
expand by 2.5 per cent during 2011–12, which 
is still sluggish considering the depth of the 2009 
recession. This is insufficient to make a significant 
dent in high unemployment rates. Nevertheless, the 
2011 growth projection is an upward revision of 0.25 
percentage point relative to the October 2010 WEO. 
The updated forecast is attributed to stronger-than-
expected activity in the second half of 2010 as well 
as new policy initiatives in the United States that are 
expected to boost activity in 2011. 

In both 2011 and 2012, growth in emerging and 
developing economies is projected to remain buoyant 
at 6.5 per cent, a modest slowdown from the 7 per 
cent growth registered last year. Developing Asia is 
expected to grow most rapidly, with other emerging 
regions continuing their strong rebound. 

However, significant risks still remain. Downside 
risks arise from the possibility of tensions in the euro 
area periphery spreading to the core of Europe; the 
lack of progress in formulating medium-term fiscal 
consolidation plans in major advanced economies; 
the continued weakness of the United States real 
estate market; high commodity prices overheating; 
the potential for boom-bust cycles in emerging 
markets; and possible economic spillovers arising 
from regional events such as the tensions in the 
Middle East, North Africa and the earthquake in 
Japan.

Moderation of Singapore Economy
Reversing a contraction of 2 per cent in 2009, 
Singapore’s economy grew 14.5 per cent in the whole 
of 2010. In fact, according to the IMF, Singapore’s 
economy rebounded from the crisis by the second 
quarter of 2010, recovering faster than most 
economies. 

The growth outlook for Singapore remains positive 
in 2011 with the continuing recovery of the global 
economy. The Ministry of Trade and Industry expects 
the Singapore economy to grow by 4.0 to 6.0 per cent 
in 2011.

To sustain such growth for Singapore over the next 
five to 10 years, the Budget 2010 measures focused 
on growing productivity, supporting the growth of 
more globally competitive Singapore companies and 
raising the income levels of its people. The measures 
aimed to further help the country seize opportunities 
amid a recovering economy by enhancing support for 
companies to invest in workers’ skills and productivity 
improvements as well as to raise competitiveness.  

Demand for Oil at High Levels
The International Energy Agency (IEA) estimates 
global oil demand to rise to 89.3 million bpd in 2011, 
1.7 per cent higher than its forecast for oil demand 
in 2010, on the back of higher-than-expected 
submissions in non-OECD Asia and improved 
economic prospects for OECD North America. 

Based on the New Policies Scenario, world primary 
energy demand is expected to increase by 36 per 
cent between 2008 and 2035, or 1.2 per cent per 
year on average. The previous 27-year period had 
recorded a 2 per cent growth per year. The projection 
assumes cautious implementation of the policy 
commitments and plans announced by countries 
around the world, including the national pledges 
to reduce greenhouse-gas emissions and plans to 
phase out fossil-fuel subsidies.

In the New Policies Scenario, non-OECD countries 
account for 93 per cent of the projected increase in 
global energy demand, reflecting mainly faster rates 
of growth of economic activity. Energy demand in 
China, which has surged over the past decade, is 
forecasted to rise by 75 per cent between 2008 and 
2035, contributing about 36 per cent to the projected 
growth in global energy use. Aggregate energy 
demand in OECD countries, however, is projected 
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to rise very slowly. Nonetheless, by 2035, the United 
States is expected to remain the world’s second 
largest energy consumer behind China.

Exploration and Production Spending on the 
Rise
Through a recent survey of 402 companies, Barclays 
Capital predicts global exploration and production 
spending to rise by 11 per cent to $490 billion in 2011 
on the back of investment boosts in Latin America, 
South-East Asia, the Middle East and North Africa. 

In the survey, oil companies had based their 
spending projections for 2011 on an average oil 
price estimate of US$77.32 per barrel, up from the 
US$73.56 level they had forecasted when surveyed in 
mid-2010.

Unlike in recent years when National Oil Companies 
accounted for the majority of spending gains, super-
majors are likely to show the largest increases in 
spending, going forward into 2011.

Positive Outlook for Production Floaters
According to a November 2010 report by the 
International Maritime Associates (IMA), there are 
250 floating production units in service or available 
worldwide. The units consist of 155 FPSO vessels, 

42 production semis, 22 tension leg platforms, 18 
production spars, eight production barges and five 
floating storage regasification (FSRU) vessels.

Another 49 production floaters make up the current 
order backlog, which comprises 35 FPSOs, six 
production semis, one tension leg platform, three 
FSRUs and four floating gas liquefaction (FLNG) 
vessels. Brazil continues to dominate orders for 
production floaters. Of the 49 production floaters on 
order, 19 units are being built for use offshore Brazil, 
constituting about 40 percent of the order backlog.

With strong fundamentals driving the floating 
production market, IMA has identified 196 offshore 
projects at various stages of design or planning that 
potentially require a floating production or storage 
system.

Market Development
The fundamentals for the oil industry remain 
intact with the Brent oil price exceeding US$100/
bbl. In addition, the world economy shows steady 
improvement, providing support for increasing longer-
term energy demand although short-term demand is 
likely to be affected by recent events in Middle East, 
North Africa and Japan. 

Percentage Change 2009 2010 Projections 2011 Projections 2012

World Output -0.6 5.0 4.4 4.5
Advanced Economies -3.4 3.0 2.5 2.5

United States -2.6 2.8 3.0 2.7
Euro Area -4.1 1.8 1.5 1.7
Japan -6.3 4.3 1.6 1.8

Emerging and Developing Economies 2.6 7.1 6.5 6.5
Developing Asia 7.0 9.3 8.4 8.4

China 9.2 10.3 9.6 9.5
India 5.7 9.7 8.4 8.0
ASEAN 1.7 6.7 5.5 5.7

Latin America and the Caribbean -1.8 5.9 4.3 4.1
Brazil -0.6 7.5 4.5 4.1
Mexico -6.1 5.2 4.2 4.8

Source: International Monetary Fund

OVERVIEW OF WORLD ECONOMIC OUTLOOK PROJECTIONS
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Premium Jack-up Rigs
The market for premium jack-up rigs continues to 
show improvement. The utilisation rate of premium 
jack-up rigs is still holding above 90 percent. The 
risk to the supply-demand balance caused by 
the possible reactivation of stacked jack-up rigs 
appears to be decreasing over time as the significant 
investments that are needed to put many of these 
units back in operational mode cannot be justified 
by the returns. Oil companies remain attracted to the 
safety and efficiency gains offered by the newer and 
higher specification units.  

The bifurcation in utilisation and pricing between 
older jack-ups and newer premium jack-ups is 
expected to continue. Likewise, the trend of replacing 
older equipment with new equipment is holding 
strong, with 30 firm orders world-wide of new jack-
up rigs since October 2010. The number of jack-ups 
under construction still corresponds to less than 5 
percent of the existing jack-up fleet, which already 
has an average age of more than 20 years.

Ultra-deepwater Floaters
The demand for ultra-deepwater units continues to 
be impacted by the low activity in the United States 
Gulf of Mexico in spite of the moratorium being lifted 
in October 2010. However, the recent issue of the 
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first deepwater drilling permit could have the effect of 
spurring optimism of deepwater activity returning to 
the United States Gulf of Mexico. 

Nevertheless, deepwater drilling activities for the rest 
of the world are expected to increase. The strong 
growth in demand for development drilling in Brazil 
and West Africa will be the main new driver in the 
market, which will further accelerate in the years 
to come. However, activity growth is also expected 
from additional countries in West Africa, East Africa 
and Southeast Asia as well as emerging new frontier 
markets, such as Greenland and Australia. 

Oil companies continue to focus on new technically 
superior dynamically positioned deepwater units.  
Since October 2010, 21 new ultra-deepwater units 
world-wide have been ordered with deliveries 
scheduled in 2013 and 2014.




