
SECTOR REVIEW &
MARKET OUTLOOK

Two decades ago, the marine sector was tagged as a “sunset
industry” by various people…. the “sunset” label continues
to be echoed by those who have not kept pace with the
development and transformation of the marine industry in
Singapore. However, I am pleased that the marine industry
had defied these doomsayers’ predictions … It is by no means
a sunset industry. Indeed, yours is a growth industry.

Dr Ng Eng Hen, Acting Minister for Manpower
at the 35th Anniversary of the Association of
Singapore Marine Industries, October 23, 2003
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Sector Review and Market Outlook

THE SINGAPORE ECONOMY & OUTLOOK

The Singapore economy expanded by 1.1 per cent
in 2003, half the pace of 2002. Economic growth
in the first half was affected by the Iraq war and
the SARS outbreak. As a result, all major sectors except
wholesale and retail trade and financial services
deteriorated from 2002, with the construction

sector contracted by a significant 11 per cent.
However, the economy rebounded in the second half
of 2003 in tandem with the improvements in the
external environment. The recovery was expected to
be sustained in 2004. Accordingly, the Ministry
of Trade and Industry raised the 2004 economic
growth forecast from 3 to 5 per cent to 3.5 to
5.5 per cent.

Main Indicators of the Singapore Economy

Source: Singapore Department of Statistics

National Income 1999 2000 2001 2002 2003

GDP at 1995 Market Prices (Change in %)

Total 6.4 9.4 -2.4 2.2 1.1

Goods Producing Industries 6.6 10.8 -9.2 4.0 0.2

   Manufacturing 13.0 15.1 -11.5 8.3 2.8

   Construction -9.0 -1.8 -3.2 -10.8 -10.7

Services Producing Industries  5.6 7.7 2.0 1.5 1.0

   Wholesale & Retail Trade 6.5 14.8 -3.3 2.7 6.7

   Hotels & Restaurants 3.6 8.2 -2.2 -2.9 -12.2

   Transport & Communications 7.0 7.6 2.6 5.0 -2.0

   Financial Services 5.2 2.1 3.7 -4.8 3.7

   Business Services 2.9 6.3 3.1 0.4 -1.8

WORLD ECONOMY DRIVING THE
BUSINESS UPSWING

The world economy continued to be the driving force
behind the business upswing as experienced by the
shipping industry in 2003, especially in Asia. The US
economy was expected to experience robust growth
for the first half of 2004. In Japan, optimism among
manufacturers and consumers also rose to the highest
in recent years. Confidence also returned in the EU with
exports rebounding to add another source of strength
for the world economy.

Within Asia, China had become the world’s fastest
growing major economy registering a GDP growth of
9.1 per cent in 2003. As the world’s sixth-largest economy,
China had become an increasingly important source of
demand for exports from Asia and the rest of the world.
Other Asian economies also experienced a sharp
turnaround following the containment of SARS.  However,
the recent outbreak of bird flu, while still on a relatively
small scale, could hamper economic recovery in Asia.

World & Asian Economic Outlook

Compiled by BT dated February 27, 2004* estimated

THE SINGAPORE MARINE INDUSTRY

Like the Singapore economy, the marine industry was
also affected by the world economy and the Asian
economies.

Strengths and Comparative Advantages
Singapore continued to be a leading one-stop maritime
hub, having emerged over the past four decades as the
world’s premier ship repair, ship conversion and offshore
centre. The island nation was home to the world’s busiest
port in terms of shipping tonnage, the world’s second-
busiest transshipment port (80 per cent of container
traffic in Singapore is for transshipment), the world’s top
bunkering port, a key shipbuilding and repair centre, a
single most important jack-up, rig construction and
FPSO conversion centre. It was also home to the seventh-
largest merchant fleet in the world. The maritime centre
contributed 6 per cent to Singapore’s GDP and
employed more than 50,000 workers.

The three main sectors in Singapore’s marine industry
were ship repair and conversion, shipbuilding and the
offshore engineering sectors. The supporting sectors
were marine equipment manufacturers, suppliers and
stockists of marine-related products/services, specialised
contractors, classification societies, marine support
companies and labour suppliers.

Over the years, the marine industry had gradually evolved
from largely a ship repair and shipbuilding centre into
a world-class industry providing high value-added
products and services like specialised ship repairs,

conversions of tankers to floating production storage
offloading platforms, rig building and offshore
engineering. In 2002, the marine industry in Singapore
achieved a record turnover of $4.4 billion, with $2,726
million (or 62 per cent) from ship repair and conversion,
$528 million (12 per cent) from shipbuilding and $1,143
million (26 per cent) from the offshore sector. Preliminary
estimate for 2003 showed a decrease in revenue at
$3.8 billion.

Real GDP

Country 2002 2003 2004 Forecast

Singapore 2.2 1.1 3.5 – 5.5

China 8.0 9.9 8.3

Hong Kong 2.3 2.9 * 5.5

India 4.3 7.5 – 8.0 6.5

Indonesia 3.7 4.2 4.6

Japan -0.4 2.7 2.1

Malaysia 4.1 5.2 5.6

Philippines 4.4 4.5 4.3

South Korea 6.3 2.5 * 5.3

Taiwan 3.6 3.3 4.9

Thailand 5.4 6.2 * 6.8

USA 2.4 3.1 4.4

EU 1.1 0.8 2.0

World 3.0 3.5 4.2

Source: ASMI* estimated

3.8*
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Talent Pool and Retention of Skills
The increase in the volume of activities in the industry
also saw a corresponding increase in the number of
people employed in the marine industry. The talent
pool and the retention of skills across the various
disciplines in engineering and production continued to
enhance Singapore’s reputation in delivering projects

successfully. Many companies thus stepped up their
recruitment efforts during the year to augment existing
manpower to work on new projects secured. In 2002,
the marine industry recorded a total of 500 vacancies.
The total manpower in the marine industry stood at
37,447 that year. Estimate manpower for 2003 was 35,000.

The maturity of the Health Safety and Environment (HSE)
management system had become a competitive
advantage for Singapore against other low cost centres
in the region. Singapore’s marine industry made
significant safety improvement over the last 12 years.
The Accident Frequency Rate (AFR) in 2002 surpassed

the targets set for the industry by the Advisory
Committee on Occupational Safety and Health in the
shipbuilding and ship repairing industry. For 2003, the
industry reported AFR at 3.4 and ASR at 453. Health,
safety and the environment would continue to be key
areas of focus for the marine industry.

Maturity of the Health Safety and Environment (HSE) Management  System
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Source: Ministry of Manpower

Source: Ministry of Manpower

Accident Frequency & Severity Rates 1991 - 2003
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SembCorp Marine: Sectorial Performance

Like the marine industry in Singapore, SembCorp
Marine’s revenue was derived from four main sectors,
namely ship repair, shipbuilding, ship conversion and
offshore and rig building. A leader in marine engineering,
we had an established global presence with seven
strategically located shipyards in Brazil, China, Indonesia
and Singapore. With a combined docking capacity of
2.3 million dead weight tones (dwt), we also maintained
the largest ship repair, offshore and marine-related
facilities east of the Suez.

SembCorp Marine’s revenue increased from $1.012
billion to $1.068 billion in 2003, marking an increase of
6 per cent. For the year, our ship repair revenue declined
18 per cent from $423.0 million to $345.5 million in 2003.
Shipbuilding revenue, however, increased 3 per cent
from $89.0 million to $92.0 million in 2003. The ship
conversion and offshore sector saw an increase of 16
per cent from $337.0 million to $391.0 million in 2003.

As an emerging sector contributing a substantial portion
of revenue, rig building was separated from shipbuilding
as an independent sector from 2003. For the year, the
rig building sector accounted for $150.5 million of our
total revenue, an increase of 59 per cent from $94.5
million in 2002. Other businesses comprising bulk volume
purchases recorded an increase of 31 per cent from $68
million in 2002 to $89.0 million in 2003.

Sector 2003 Overseas Singapore
($’m) (%) (%)

Ship Repair 345.5 90.3 9.7

Shipbuilding 92.0 100.0 -

Ship conversion/
offshore 391.0 100.0 -

Rig Building 150.5 100.0 -

Others 89.0 - 100.0

Total 1,068.0 88.5 11.5

Turnover by Customers

Turnover by Overseas and Singapore Customers
Breaking down by customer base, 88.5 per cent of our
revenue contributions came from overseas customers,
with 11.5 per cent from Singapore-based customers.

SembCorp Marine:  Ship Repair Sector

By sector contributions, ship repair accounted for 32
per cent of our total revenue in 2003 at $345.5 million.
For the first time, our ship repair revenue declined below
our benchmark level of $400 million mainly due to SARS
outbreak experienced during the first half of 2003 as
well as the postponement of vessel repairs as a result
of high freight rates.

Despite a marginal increase in number of vessels repaired
from 332 in 2002 to 341 vessels in 2003, average value
per vessel declined from $1.27 million to $1.01 million
in 2003. This decline was in line with the total decline
in ship repair revenue.  Similarly, gross tonnage repairs
declined from 16.3 million in 2002 to 13.3 million in 2003
due to a reduction in number of tankers repaired in
2003. The number of Very Large Crude Carriers remained
stable at 40 compared with 41 in 2002.

By vessel types, tanker repairs - the mainstay in our ship
repair sector – reduced its revenue contributions from
58 per cent in 2002 to 50 per cent in 2003. Repairs on
container vessels increased its contributions from 5 per
cent in 2002 to 15 per cent in 2003. Navy vessels, gas
tankers accounted for 7 per cent and 6 per cent
respectively followed by passenger vessels at 5 per cent,
cargo vessels at 4 per cent and bulk carriers at 3 per
cent. Other vessel types contributed the remaining 10
per cent.

Ship Repair: By Alliance Partners & Regular Customers

Type 2003 2002

Alliance Partners 20% 19%

Regulars 62% 68%

Others 18% 13%

Total 100% 100%

We maintained our efforts to foster strategic alliances
with our customers. Our long-term strategic alliances
with customers continued to provide us with the
baseload order book, which in 2003 made up about 20
per cent of our ship repair revenue. Together with our
regular customers, they accounted for 82 per cent of
our total ship repair revenue for 2003.
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Ship Repair Summary

Description 2003 2002 % change

Revenue
contributions ($m) 345.5 423.0 (18)

No. of vessels 341 332 3

Gross tonnage (m) 13.3 16.3 (18)

Average value
per vessel ($m) 1.01 1.27 (20)

No. of VLCCs 40 41 (2)
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Year Effective 1989 1998 1999 2000 2001 2002 2003

ChevronTexaco Shipping

Kumaiai Senpaku

NOL Shipping

P.T. Humpuss Intermoda

Shell Shipping

BP Shipping

BHP & T- Billiton

JO Tankers

Primorsk Shipping of CIS

Tschudi & Eitzen

Alaska Tanker Co

V Ships of Monaco

Ship Repair - Alliance Partners

This trend would continue into the future as evidenced
by the signing of a Favoured Customer Contract with
V Ships, Monaco, in March 2003. The contract would
commit the retrofitting and drydocking of all vessels
owned and managed by V Ships’ companies to
Sembawang Shipyard and our affiliated shipyards in
Singapore and China for the foreseeable future.  V Ships
is the world’s largest ship management company owning
and managing more than 350 ships and operating
offices in United Kingdom, United States of America,
Cyprus, Norway, Dubai, Singapore and China.

Other existing exclusive alliance partners maintained
by Jurong Shipyard and Sembawang Shipyard included
ChevronTexaco Shipping in USA, Kumaiai Sempaku in
Japan, NOL Shipping in Singapore, P.T. Humpuss
Intermoda in Indonesia, Shell Shipping and BP Shipping
in UK, Jo Tankers, Primorsk Shipping of CIS, USSR,
Tschudi & Eitzen and Alaska Tanker.

Apart from the baseload orderbook these customers
provided, our partnerships enabled both the ship owner
as well as our shipyards to develop and improve on our
systems and cost structures, and helped us to serve our
customers better.

Order Book: Ship Repair
• S$180 million, including from

Alliance/FCC partners
• Nan Hai Fa Xian - major upgrading

Market Outlook for
Ship Repair Sector
The global shipping industry performed well in 2003
despite the war in the Middle East, disputes among the
developed countries and the viral outbreaks. It was, in
fact, a record year for many shipowners of bulkers,
tankers and boxships, as they benefited from the surge
in demand fuelled by China’s fast growing economy.

Competitive Challenges
The ship repair industry in Singapore would remain
competitive, with external competition coming from
lower-cost shipyards around the region to challenge
the industry with increased ship repair capacities, lower
price and improved quality and capabilities. Together
with the strong freight rates experienced by tankers,
bulk carriers and container vessels from 2003, the trend
would continue to put pressure on our ship repair
activities in 2004 as shipowners would defer their docking
schedules in the short term.

Freight Rates

Source: Clark Research
*Average as at January 2004

Phase-out Rules by IMO
Despite the strong freight rates enjoyed by shipowners,
classification societies responsible for marine safety
would not allow indefinite deferment of repairs. This,
together with regulatory requirements by the
International Maritime Organisation when the phase-
out rules kicked in for vessels above 25 years to be
phased out by April 2005 would bode well for ship repair
yards in the longer term.

The number of large tankers over 25 years old fell from
40 to just 16.  As at December 31, 2003, there were 193
single-hull and 241 double-hull VLCCs and ULCCs in
service.  As there would be insufficient building capacity
to  replace the single-hull fleet before the 2010 deadline,
which applies to many single-hull tankers, the two tier
tanker market would be likely to continue for some time
despite the calls from Europe for the rapid replacement
of single hull tankers. This means that single-hull tankers
would tend to operate outside the European trades.
As such, South-East Asian yards will be in a good position
to dock these vessels, which would still typically require
at least two more special surveys before reaching the
end of their careers.

Conversions of Single-hull Tankers to Double-hull
Configuration
There was a strong possibility of future conversions of
single-hull tankers to double-hull configuration. With
newbuilding prices of VLCC at about US$75 million,
owners of good single-hull ships might consider such
conversions to be economically feasible. This possibility
would provide new opportunities for shipyards with the
requisite conversion facilities and skill.

Strong Shipping Markets
Increasing pressure on older tonnage generally herald
increased scrapping levels but the current strong
shipping markets seemed to encourage owners of older
ships to pay out for the costs of docking and passing
special surveys. As with the tanker fleet, the older bulk
carriers were coming under greater scrutiny. But if the
market held at its current rates for the coming year,
repair yards could look forward to more work on older
vessels.

Large Amount of Tonnage due from the Cruise Industry
Even the cruise industry, which took a big hit after the
September 11 terror attacks, showed signs of picking
up again. While operators were still cautious about
ordering newbuildings, the large amount of tonnage
built in the 1990s would be reaching the age where
refurbishments and upgrades would be in order. This
trend would boost the conversion market.

Types of Vessels Average Earnings US$ Per Day

2002 2003 2004*

VLCC

2000/01- built 23,293 52,474 94,454

1990/91- built 21,978 48,170 85,457

Suezmax

1998/99-built 19,765 41,633 97,268

1990/91-built 18,695 36,065 79,463

Aframax

1999/00-built 19,377 34,201 60,639

1990/91-built 18,967 33,250 59,067

Capsize (Bulkers)

1999/00-built 11,654 37,536 92,986

1990/91-built 10,024 34,410 76,996

Panamax (Bulkers)

1997/98-built 7,284 19,091 44,387

1980’s built 6,406 17,451 38,209

Container

Sub-P’max, 10,700 22,125 20,000
2,750 teu g’less

Panamax, 14,275 22,125 30,000
3,500 teu g’less
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SembCorp Marine:  Shipbuilding Sector

Shipbuilding contributed $92 million or 9 per cent of our
total revenue in 2003, an increase of 3 per cent from
$89.0 million in 2002. A total of four vessels were delivered
in 2003. This comprised 3 units of the fast boats for DML
Overseas and one unit of 2,500 TEU container vessel
“Thomas Mann” to German shipping company, Reederei
Karl Schlüter. Thomas Mann was the largest and most
sophisticated newbuild containership our subsidiary
Jurong Shipyard had built to date.

Description 2003 2002 % change

No. of vessels
delivered 4(3) 4 -

No. of vessels (WIP) 2(1) 4 (50)

Percentage
completion ($m) 92 89 3

Shipbuilding: Summary

WIP - work in process
( ) no. of fast boats

Work-in-progress for shipbuilding from 2003 carried
forward to 2004 comprised the second unit of 2,500
TEU container for Reederei Karl Schlüter and the fourth
unit of the fast boat for DML Overseas. The container
vessel was scheduled for delivery in the third quarter
of 2004 while the fast boat was due for delivery in the
first quarter in 2004.

Order Book
SembCorp Marine had been focusing on marketing its
own proprietary design in container ship, in particular
the 2,600 TEU series of container vessels. In 2003, we
secured four contracts worth a total of $220 million
from Wan Hai Lines to design and build four units of

Market Outlook for the
Shipbuilding Sector
The year in review was a record year for shipyards with
orders exceeding their best expectations. World
shipbuilding output would be expected to climb to a
new record level of 22.5 million cgt, just beating the
previous record of 21.2 million cgt in 1977.

Singapore Shipyards as Niche Players
Despite their smaller sizes compared to their North
Asian counterparts, shipbuilding yards in Singapore
enjoyed a position as niche players. They engaged
mainly in the building of customised and specialised
vessels such as barges, tugs, supply vessels, pleasure
craft and yachts, with fewer container ships, cable-laying
ships and tankers. Demand for new builds of offshore
supply vessels would thus be expected to stay strong
due to ageing fleet.

Strong Demand for Feeder Container Vessels and
Supply Vessels
Demand for feeder container vessels would also remain
strong. The filling up of North Asian shipyards’ order
books until 2007 would be expected to benefit
Singapore yards which could offer shorter lead times.

Shipbuilding: Outlook
• Shipbuilding for all categories

remains good
• Continual demand for niche

market in feeder container vessels
& offshore supply vessels

our proprietary design of 2,600 TEU container vessels.
Engineering works on these container vessels had
commenced with deliveries due from first quarter 2005
to the second quarter 2006. Contract for four units
of 3,200 hp tug was also secured in the last
quarter of 2003. Total order book for shipbuilding stood
at $267 million.

Shipbuilding: Order book

Project Name/Type            Customer Delivery
Schedule

1st unit 2,600 TEU
container vessel Wan Hai Lines 1Q05

2nd unit 2,600 TEU
container vessel Wan Hai Lines 2Q05

3rd unit 2,600 TEU
container vessel Wan Hai Lines 4Q05

4th unit 2,600 TEU
container vessel Wan Hai Lines 2Q06

4 units 3,200 hp tug - 4Q04
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SembCorp Marine:  Ship Conversion and Offshore Sector

Our ship conversion and offshore sector accounted for
37 per cent of our total revenue in 2003. We delivered
several key projects this year.  We completed conversions
on the 356,400 dwt Floating Production Storage
Offloading (FPSO) Fluminense and the 357,023 dwt
Floating Storage Offloading (FSO) Kome-Kribi 1 for
MODEC International. The Saipem 3000, a crane barge
conversion, and W.D. Fairway, the largest trailing suction
hopper dredger, were delivered to owners Saipem SPA
and Boskalis Westminster respectively during the year.
We also completed the marine hull conversion on the
270,000 dwt VLCC Stena Continent to a FPSO P-43 for
deepwater Barracuda oilfield in the Campos Basin
offshore Brazil for Kellogg Brown & Root Inc of United
States. The converted vessel was towed to Brazil in the
third quarter 2003 where the process topside modules’
integration and commissioning works would commence
in Mauá Jurong.

Description 2003 2002 % change

No. of vessels
Completed 7 9 (22)

No. of vessels (WIP) 5 7 (28)

Percentage
completion ($m) 391 337 16

Ship Conversion & Offshore Summary

WIP - work in process

Projects Completed & Delivered in 2003

On-going projects carried over from 2003 to 2004
included:

• Conversion of the 280,000 dwt Very Large Crude
Carrier (VLCC) Felipe Camarao into a giant FPSO for
Petrobras Netherlands, entailing engineering,
procurement and construction to be executed in

Project Name Type Customer

Saipem 3000 Crane ship
(Maxita)  conversion Saipem Spa

W.D. Fairway Suction Hopper Boskalis
Dredger  Westminster

Fluminense FPSO Conversion Modec International

Kome-Kribi 1 FSO Conversion Modec International

Petrobras 43 FPSO marine Kellogg Brown &
conversion  Root Halliburton

Shuttle Tankers 2 units for Ugland Nordic
conversion Shipping

parts. The marine conversion is currently undertaken
in Jurong Shipyard and the engineering, fabrication,
installation, integration and commissioning of the
topside modules would be carried out by
Mauá Jurong in Brazil. When completed in the second
quarter of 2004, it will be renamed Petrobras 50 and
would be one of the largest converted FPSO units
in the world with a production capacity of
180,000 barrels of oil per day and 6 million m3/d.
It would be deployed in the Albacora Leste
oilfield in Brazil’s biggest oil-producing area, the
Campos Basin.

• Conversion of the Erha FPSO for Bouygues Offshore
SA for Esso Exploration and Production, Nigeria.
The project involved a partnership between
Sembawang Shipyard, who would undertake
installation and commissioning and Sembawang
Marine Offshore and Engineering, a division of
SembCorp Utilities. The topside facilities would have
a total weight of 22,000 metric tons with processing
facilities capable of an initial production capacity of
165,000 barrels of oil per day. The new hull would be
expected to arrive at the shipyard in the second
quarter of 2004 with redelivery to owners in the first
quarter of 2005.

• Completion, outfitting and commissioning of Jascon
5, an Offshore Dynamic Positioning Class 3
self-propelled pipe-laying/construction barge, for
Consolidated Projects. The new hull, under
construction in China arrived at the shipyard in the
second quarter of 2003 to undergo eight and
half months of completion work. On completion in
the first quarter of 2004, Jascon 5 would be
operated by Offshore Contractors and deployed
worldwide, sailing to jobsites at 8 knots under its own
power.

• Topside modules’ integration and commissioning
works on the P-43. Work commenced in Mauá Jurong
in Brazil and would be scheduled for completion in
the third quarter of 2004.

• The P-50 topside production modules currently
under fabrication in Mauá Jurong with completion
scheduled in the second quarter of 2004.
Integration and commissioning of the topsides
modules on the P-50 were scheduled in the third
quarter of 2004.
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On-going projects carried forward from 2003 to 2005

Project Name                                  Type Customer Delivery Schedule

P-50 FPSO conversion (marine) Petrobras 2Q04

Erha project FPSO - new hull (JV with SMOE) Bouygues Offshore for Esso 1Q05
Exploration and Production

Jascon 5 Dynamic Positioning Class 3 Pipe-lay/ Consolidated Project 1Q04
 construction barge

Mauá Jurong (Brazil)

P-43 Topside integration & commissioning Kellogg Brown & Root Halliburton 3Q04

P-50 Topside production modules fabrication Petrobras 2Q04

P-50 Integration & Commissioning Petrobras 1Q05

Order Books
We secured two new FPSO conversion contracts in the
third quarter of 2003 from MODEC International.

• T. T. Nina, a 366,000 dwt ULCC arrived in Jurong
Shipyard in August 2003 for conversion to an FPSO.
The FPSO will have a processing capacity of 70,000
barrels of oil per day and 75 million cubic feet of
natural gas and storage capacity of 2 million barrels
of oil per day. Scheduled for completion in the fourth
quarter of 2004, the FPSO would be deployed in the
Baobab Field, offshore Cote d’lvoire in West Africa.

• M. T. Fairway, a 149,685 dwt VLCC, arrived in Jurong
Shipyard in mid-February 2004 for conversion to an
FPSO. The FPSO would have a processing capacity
of 100,000 barrels of oil per day and storage capacity
of 930,000 barrels of oil per day. Scheduled for
completion in the fourth quarter of 2004, the FPSO
would be deployed at Santos’ Mutineer-Exeter field
development, off Western Australia.

Market Outlook for the Ship
Conversion & Offshore Sector
The fundamentals driving the floating production
sector remained positive. With world demand
for oil continuing to grow and with oil prices staying in
the upper US$20s or low $30s, the outlook for
offshore Exploration and Development would
remain favourable.

Growing World Demand for Oil
The IEA, in its most recent Oil Market Report,
saw world oil demand growing 1.4 per cent in 2003
and 1.3 percent in 2004. These percentage increases
were consistent with the longer-term trend.
Oil demand had increased at an average rate of about
1.2 per cent since 1990.

Longer term, there was a widespread expectation
that oil demand would continue to grow at a rate of
1 to 2 per cent annually. The bulk of this demand
growth would be in developing countries,
particularly in populous China and India. China’s
economy grew 9.1 per cent in 2003 while India was
expected to grow between 4 to 5 per cent. The
expected population and economic growth in these
two countries would continue to be a major driver of
future oil demand.

World GDP Growth
In its latest economic forecast, the IMF saw world GDP
growing at about 4 per cent annual rate over the next
four years. Assuming the historical average would
continue, this growth would generate an increase in
world oil consumption of about 1.6 per cent annually,
which would be consistent with the long-term oil
demand growth projected by IEA.

Global Oil Demand
(Millions of b/d)
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Strong Oil and Gas Prices
Another contributing factor to the strong fundamentals
was the continued strength of the oil and gas prices.
Oil spot prices had remained in the upper US$20s or
low $30s since mid-2003. Light sweet crude was trading
at about US$30 per barrel and oil futures trading at
US$26.50 for December 2009 delivery. Gas prices had
also been strong with the Henry Hub gas trading at
US$4.60 per MMBtu.

Actual and Future Price of Crude (US$ per BBL)

Source: IEA, Oil Market Report, October 2003.

Source: IMF, World Economic Outlook

Source: International Maritime Associates



Project Name/Type  Customer Delivery
schedule

Jack-up

Constellation II - Jack-up GlobalSantaFe 1Q04

- Option 1 : expired

- Option 2 : expired August 03

- Option 3 : expired January 04

- Option 4 : expiry January 05

Semi-submersible

Development Driller I GlobalSantaFe 2Q04

Development Driller II GlobalSantaFe 4Q04

- Option 1 : expiry mid 04

- Option 2 : expiry mid 05
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Increase in Total Oil Exploration and Production
Spending
Looking forward, there were anecdotal indications and
industry analyst projections that oil exploration and
production spending would be expected to rise by
4 per cent worldwide. Lehman Brothers’ survey of 335
oil companies predicted their oilfield expenditure would
total US$144 billion in 2004, an increase from the US$138
billion estimated for 2003. Spending by oil companies
outside North America would also increase by 6.1 per
cent to US$98 billion.

Total E & P Spending (US$)

2004E$ 2003E$ Year-to-Year Companies Surveyed

U.S. Spending by Non Majors 19,868 19,387 2.5 259

U.S. Spending by Majors 12,718 13,231 (3.9) 11

Total U.S. Spending 32,586 32,618 (0.1) 270

Canadian Spending 13,644 13,672 (0.2) 58

International Spending 98,081 92,418 6.1 92

Worldwide Spending 144,311 138,707 4.0 335

Source: Lehman Brothers

Floating Production Units Planned or Under Study
Another factor contributing to the optimism in the ship
conversion and offshore sector was that between 62
and 89 further floating production units - including
production ships, semi-submersibles, tension legs
platforms and spars - would be needed to supply the
increasing demand for floaters. The floating production
market had been consistently growing.  By 2008, there
could be between 245 and 270 operating units.  There
were now 154 floaters operating around the world.

Around 60 per cent of these were floating production
storage and offloading vessels and 25 per cent were
semi-submersibles. There were 15 TLPs and nine spars.
IMA identified a further 87 floating production units
planned or under study. Of these, about 25 were in the
final stage or in the tendering process, while the rest
were under study. The majority of these were for
deepwater oil fields in four regions – Gulf of Mexico,
Brazil, West Africa and Southeast Asia.

SembCorp Marine:  Rig Building Sector

The rig building sector contributed $150.5 million or
14 per cent of our total revenue in 2003. We delivered
one unit of jack-up under PPL Shipyard (associated
company previously) to GlobalSantaFe in the second
quarter of 2003.

Description 2003 2002 % change

No. of Rigs
delivered 1(1) 0 100

No. of Rigs (WIP) 3(1) 2 50

Percentage
completion ($m) 150.5 94.5 59

Rig Building Summary

WIP - work in process
( ) Jack-up undertaken by PPL Shipyard

Rig Building: Project Completed in 2003

Project Name Type Customer

Constellation 1* Jack-up GlobalSantaFe

*PPL Shipyard

Projects carried forward from 2003 to 2004 included the
following:

• Construction of two units of Friede & Goldman ExD-
designed deepwater semi-submersible drilling rigs
for GlobalSantaFe International, the largest drilling
contractor in the world. These two units of dynamic
positioning semi-submersibles, currently under
construction in Jurong Shipyard, would be capable
of drilling at 7,500 feet of water. The first unit would
be due for delivery in the second quarter of 2004,
and the second unit due in the fourth quarter of 2004.

• The second unit of Jack-up drilling rig by PPL Shipyard
for GlobalSantaFe was due for delivery in the first
quarter of 2004.

Work-In-Progress in 2004

Order Book
Our subsidiary, PPL Shipyard, secured an engineering,
procurement and construction contract to construct
one unit of Baker Marine Pacific Class 375 Deep Drilling
Offshore Jack-up for a total price of US$110 million from
Kristiansand Drilling in January 2004. The contract
included an additional jack-up, which could be exercised
within 18 months from date of signing the contract.

Jack-up: US$110 million
• EPC Construction contract to construct 1 unit of 

Baker Marine Pacific Class 375 Deep Drilling 
Offshore Jack-up

• 1 option with expiry 18 months from date of signing
(January 04)

• Proprietary design developed by PPL Shipyard
• Construction to commence 2Q04 with completion

in 1Q06

Features
Drill depth     : 30,000 feet
Cantilever    : 70 ft no skid off
Drawworks : 3,000 HP
Construction : 24 months

“...the design and capabilities of this proprietary
design could lead to the emergence of more Baker
designed rigs being built.”

Source: International Maritime Association.

Floating Production Systems Planned or Understudy as at October 2003
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Rig Fleet Age
(No. of unit)
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Market Outlook for the Rig Sector
The prospects for rig building and related services would
remain positive. Offshore exploration and production
had been moving towards deeper waters and deeper
reservoirs that would require a new generation of deep-
well drilling rigs to replace existing ageing drilling fleet.
The current fleet of drilling rigs was rapidly ageing, with

SembCorp Marine: Summary
of Order Book
Our orderbook carried over into 2004 remained strong
at $1.1 billion (exclusive of ship repair) with deliveries
and completions from 2004 to the second quarter of
2006. Based on the scheduled completion of projects,
SembCorp Marine expects to improve its operating
profit in 2004.

Contracts Secured in 2003 and To-date (February 2004)
(excluding ship repair and options)

Sector Value Projects

Conversion & $270m Erha Field Project

Offshore Jascon 5

Shuttle tankers

TT Nina

MT Fairway

Shipbuilding $267m 4 units fast boat

4 units 2,600 TEU
containership

4 units tug

Topsides & Utility $220m P-50 utility &
Modules production modules

Rig Building $186m 1 unit Pacific Class
375 Jack-up

Total $943m

Sector 2003 2004 2005 2006

Shipbuilding

2,500 TEU (2nd unit)

Fast Boat (4th unit)

2,600 TEU (1st unit)

2,600 TEU (2nd unit)

2,600 TEU (3rd unit)

2,600 TEU (4th unit)

4 units Tug

Ship Conversion

P-50

Erha Project

Jascon 5

T. T. Nina

M. T. Fairway

Rig Building

Jack-up (2nd unit)

Semi-submersible (1st unit)

Semi-submersible (2nd unit)

Baker Marine Pacific Class 375 Jack-up

Topsides

P-43 Integration & Commissioning

P-50 Topsides Fabrication

P-50 Integration & Commissioning

Total Order Book (exclusive of Ship Repair)

Sector Contract Value ($m) Balance as at
Dec 31, 2003 ($m)

Shipbuilding 352 259

Ship Conversion
& Offshore 947 424

Rig Building 615 269

Topsides &
Utility Modules 648 160

Total 2,562 1,112

most jack-ups now at 21 years old and semi-submersibles
at 20 years old. Only 14 new competitive jack-ups had
been built in the past five years representing only 3.5
per cent of the current fleet. New jack-ups would
certainly be needed not only to replace an ageing fleet,
but to meet the increasing demands for more powerful
and automated equipment that reduced costs and
improved safety. In addition, existing fleet would require
repairs and upgrading.

Source: Rig Zone

Summary of Shipbuilding, Ship Conversion, Rig Building and Offshore Projects Schedule




