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Sembcorp Marine recorded 

a solid year of strong 

operational growth in 2009, 

despite the challenging 

operating environment 

brought about by the  

global financial crisis and 

the declining oil prices at 

the close of 2008.

Operations Review
Turnover for the Group grew 13 per cent to $5.7 billion in 2009 from 

$5.1 billion in 2008, driven by strong growth in rig building activities.  The 

highest revenue contribution came from rig building at 64 per cent of 

total revenue followed by ship conversion & offshore at 23 per cent, ship 

repair at 12 per cent and others at 1 per cent.    

Rig Building
The rig building segment generated the highest revenue growth of 28 

per cent from $2.8 billion in 2008 to $3.6 billion in 2009.  The increase 

in rig building turnover was due to two units of jack-up rigs and a  

semi-submersible unit achieving initial 20 per cent revenue recognition in 

4Q 2009 as well as the resumption of revenue recognition for the jack-up 

rig sold to Vietsopetro.

The execution of rig projects secured in prior years kept Sembcorp 

Marine’s yards busy throughout the year.  The Group’s focus on timely 

project execution and delivering on promise bore results, with a total of 

four jack-up rig units and three semi-submersible rigs delivered either 

ahead or on schedule to their respective owners.

During the year, four units of the Pacific Class 375 proprietary design 

jack-up rigs were delivered by PPL Shipyard.  This comprised the COSL 

Confidence to China Oilfield Services and Aquamarine Driller, Sapphire 

Driller and Topaz Driller to Vantage Drilling.

Jurong Shipyard delivered three ultra-deepwater dynamic positioning semi-submersible drilling rigs in 2009.  

These included 6th generation Friede and Goldman ExD design units Ocean Courage (Ex-PetroRig I) in June 

and Ocean Valor (Ex-PetroRig II) in October to new owner Diamond Offshore Services as well as Noble Danny 

Adkins, a Bingo 9000 design rig built up from a bare-deck hull, to Noble Drilling in September.  

COSL Confidence Aquamarine Driller Sapphire Driller Topaz Driller

Ocean Valor Noble Danny Adkins
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continue in order to replenish declining oil and gas 

reserves and to increase production to meet growing 

energy demand.

World Economic Outlook
According to the International Monetary Fund (IMF), 

the global recovery is off to a stronger start than 

anticipated earlier but is proceeding at different  

speeds in the various regions.  Following the deepest 

global downturn in recent history, economic growth 

solidified and broadened to advanced economies in 

the second half of 2009.  In 2010, world output is 

expected to rise by 4 per cent.  This is 2 per cent  

higher than predicted by the IMF’s World Economic 

Outlook in October 2009. In most advanced  

economies, the recovery is expected to remain  

sluggish by past standards. By contrast, many   

emerging and developing economies expect higher 

growth and activity, buoyed mainly by internal 

demand.

Driving the global rebound has been the extraordinary 

amount of policy stimulus.  The monetary policies have 

been highly expansionary, with interest rates down to 

record lows in most advanced and in many emerging 

economies. Fiscal policies have also provided major 

stimulus in response to the deep downturn.

A total of 282 vessels called at Sembcorp Marine’s 

yards for repairs in 2009, representing a 5 per cent 

increase from 269 in 2008.  The average value per 

vessel, at $2.50 million, was 15 per cent lower than 

that of 2008.  The vessel mix comprised tankers at 34 

per cent, LNG/LPG gas carriers at 18 per cent, drillship 

and FPSO upgrading at 13 per cent, passenger ships 

at 5 per cent, containerships and bulk carriers at  

8 per cent each, cargo ships at 3 per cent and other 

vessels at 11 per cent.

In particular, the Group affirmed its world number-one 

status in highly specialised LNG repairs. It secured  

21 LNG projects in 2009, an improvement over its 

record of 17 LNG carriers in 2008.

Market Outlook and Underlying Market 
Drivers
The year ahead sees increasing confidence as the  

global economy shows signs of recovery. This  

recovery is expected to occur at different speeds 

across regions, with Asia taking the lead. The 

demand for energy is also expected to grow.  The 

fundamentals for the offshore oil and gas sector 

remain intact with prices of oil stabilising within 

the range of US$70 to US$80 a barrel. In addition, 

the long-term fundamentals driving deepwater  

exploration and production activities are expected to 

Ship conversion and offshore
Turnover for the ship conversion and offshore sector 

registered a slight 1 per cent dip at $1.3 billion in 2009 

as compared with $1.4 billion in 2008.  This was the 

result of lower revenue recognition from the sector 

as compared with the fourth quarter of 2008 in which 

there was variation order settlement for a turnkey 

conversion project.

During the year, SMOE successfully delivered on 

schedule two offshore platforms contracted by 

TOTAL Indonesia for the Tunu North field in April and 

the CPOC Muda production platform integrated deck 

ordered by Carigali-PTTEPI Operating Company in 

July. 

Ship repair
Revenue for the ship-repair sector fell by 11 per cent 

from $795 million in 2008 to $706 million in 2009, as 

ship owners and shipping companies were impacted 

by less buoyant levels of seaborne trading arising 

from a slowdown in global trade volumes.

Nonetheless, Sembcorp Marine’s yards received 

strong support and a steady base-load of projects 

from alliance and Favoured Customer Contract (FCC) 

partners and regular customers, which accounted 

for 83 per cent of ship repair revenue in 2009.  

The Group’s stable of FCC partners grew with the 

addition of BG LNG Services, which committed the 

repair, refurbishment and upgrading of its fleet of 

LNG carriers trading in the Far East to Sembawang 

Shipyard. Transocean Offshore International Ventures 

India, Aban Offshore and Marcas also signed FCC 

contracts to repair their fleets of vessels and rigs 

trading or operating in India with Sembmarine  

Kakinda, the Group’s Indian joint-venture yard.

CPOC Muda Production Platform.

LNG carrier repairs.
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Output in the advanced economies is expected 

to expand by 2 per cent in 2010, following a sharp 

decline in output in 2009.  According to the IMF, 

the recovery in advanced economies will be weak 

by historical standards, with real output remaining  

below its pre-crisis level until late 2011. 

However, growth in emerging and developing 

economies is expected to rise to about 6 per cent 

in 2010, following a modest 2 per cent increase in  

2009. In 2011, output is projected to accelerate  

further. Stronger economic frameworks and swift  

policy responses have helped many emerging 

economies to cushion the impact of the  

unprecedented external shock and quickly re-attract 

capital flows. 

Significant Risks
The reversal of the confidence crisis and the 

reduction in uncertainty may continue to foster a 

stronger-than-expected improvement in financial 

market sentiment and prompt a larger-than-expected 

rebound in capital inflows, trade and private demand.  

New policy initiatives in the United States to reduce 

unemployment could provide a further impetus to 

both its domestic and global growth.

On the downside, a key risk is that a premature 

and incoherent exit from supportive policies may 

undermine global growth and its rebalancing. Another 

important risk is that impaired financial systems and 

housing markets or rising unemployment in key 

advanced economies may hold back the recovery 

in household spending. Also, rising concerns 

about worsening budgetary positions and fiscal  

sustainability could unsettle financial markets and 

stifle the recovery by raising the cost of borrowing for 

households and companies.  Another downside risk 

is that the rallying commodity prices may constrain 

the recovery in advanced economies.

Global oil demand to regain positive 
growth in 2010

The International Energy Agency (IEA), in its latest 

report, has forecast global oil demand to increase 

from 50,000 bpd for 2009 to 170,000 bpd for 2010 

on the back of stronger economic projections by the 

IMF.

Over the longer term, energy demand is widely 

expected to continue to grow.  The IEA sees world 

primary energy demand in its reference scenario 

growing by 40 per cent by 2030.  As fossil fuels are 

expected to satisfy 77 per cent of the incremental 

demand, oil demand is projected to grow from about 

85 mb/d today to 105 mb/d in 2030. 

The energy demand growth will be driven primarily 

by Asian consumers. China and India are expected 

to account for 53 per cent of the increase in primary 

energy demand over the next 20 years.

The Singapore Economy
The deterioration in the global economy resulted in 

Singapore’s economy contracting by 2.0 per cent in 

2009, albeit at a lesser amount than predicted a year 

before.  The $20.5 million budget stimulus package 

– the Resilience Package – and other extraordinary 

measures announced in the 2009 Budget to help 

businesses, stimulate bank lending and save jobs  

had helped Singapore ride the severe recession and 

avoid lasting damage to the economy.

Following recommendations by the Economic 

Strategies Committee, the 2010 Budget introduced 

a number of tax changes to gear Singapore on a 

sustainable growth path over the next five to 10 

years. New measures were announced to grow  

Singapore’s productivity, to support the growth of 

more globally competitive Singapore companies and 

to help raise the real income of its citizens.

The Ministry of Trade and Industry expects the 

Singapore economy to grow by 4.5 to 6.5 per cent 

in 2010.

2008 2009 Projections 2010 Projections 2011

World Output 3.0 -0.8 3.9 4.3

Advanced economies 0.5 -3.2 2.1 2.4

United States 0.4 -2.5 2.7 2.4

Euro area 0.6 -3.9 1.9 1.6

Japan -1.2 -5.3 1.7 2.2

Emerging and developing economies 6.1 2.1 6.0 6.3

Africa 5.2 1.9 4.3 5.3

Developing Asia 7.9 6.5 8.4 8.4

China 9.6 8.7 10.0 9.7

India 7.3 5.6 7.7 7.8

ASEAN 4.7 1.3 4.7 5.3

Middle East 5.3 2.2 4.5 4.8

Western Hemisphere 4.2 -2.3 3.7 3.8

Brazil 5.1 0.4 4.7 5.7

Mexico 1.3 -6.8 4.0 4.7

Source: International Monetary Fund

Overview of World Economic Outlook Projections
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Another recent survey by Barclays Capital on 
387 producers indicated that global spending on  
exploration and production would rise by 11 per cent to 
US$439 billion in 2010, reversing the drop in 2009. In 
this survey, companies were projecting their spending 
based on a crude oil price of US$70.16 per barrel, up 
from the US$50.18 used in a previous survey issued 
in June 2009.  In addition, Barclays Capital reported 
that about 45 per cent of the companies surveyed 
expected to spend a greater share of their capital 
expenditures on exploration and production in 2010.

Production floater orders have resumed
Five production floaters have been ordered since July 
2009, ending a dry period that began in mid-2008 and 
extended through mid-2009.  

The number of potential floater projects in the planning 
cycle continues to grow.  There are 170 projects 
currently in the bidding, design or planning stage that 
potentially require a floating production or storage 
system.  This is a net increase of 10 projects over a 
July report by International Maritime Associates.

Brazil is the most active region for future projects with 
34 potential floater projects in the planning cycle. Next 
is West Africa with 30 projects, followed by South 
East Asia with 26 projects, the Gulf of Mexico with 25 
projects and Northern Europe with 19 projects.

Oil prices have climbed to the US$70 to 
US$80 range
Though far below the overheated price level in mid-

2008, spot crude prices have recovered to a relatively 

robust level.  After hitting a low of about US$30 at 

the end of December 2008, spot prices for crude 

have returned to the US$70 to US$80 range, which is 

about 55 per cent of the peak reached in July 2008.

While there are marginal projects that require higher 

prices to justify proceeding with development, 

expected crude prices at the US$70+ level should 

provide the economic basis for a significant number 

of project starts.  Petrobras in its report stated that 

its pre-salt discoveries are viable at crude prices of 

US$45 per barrel.

Exploration and production spending set 
for a rebound in 2010
The 52 oil companies covered in a spending update 

conducted by DnBNor predicted a 9 per cent increase 

in exploration and production spending for 2010.  

There is potential upside to the 2010 spending as 

the oil price has reached higher levels and the world 

economy is recovering. Driving this growth are the 

national oil companies who are maintaining their 

aggressive spending plans.
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