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Aban Offshore Ltd  
At a P/E of 1x; Concerns 
Overdone 
 

Quick Comment – Why are investors concerned?: 
Aban Offshore has been facing rig re-deployment issues, 
with four of its assets currently idle and three of them 
coming up for renewal in the next six months. Investors 
are concerned given Aban’s high leverage and ability to 
deploy its rigs. We stress tested Aban’s earnings, and 
believe that although concerns are real, they are 
overdone at the current stock price. 

Aban stress analysis: We have assumed the following 
three scenarios in our stress analysis:  
1) If the assets currently awaiting deployment/ 
assets coming up for re-deployment are contracted 
at US$75K/day instead of our base-case 
assumptions of US$105-10kpd for F2010, the EBITDA 
and net profit for the company are affected by 10% and 
23%, respectively, for F2010. On the stressed earnings, 
Aban would trade at a P/E of 1.0x and an EV/EBITDA of 
3.0x F2010 earnings. 
2) If all four of the assets currently lying idle are not 
deployed in F2010, our F2010 EBITDA and net profit 
estimates would be affected by 16% and 30%, 
respectively. Despite this, the stock is trading at a P/E 
of 1.2x and an EV/EBIDTA of 3.6x F2010 earnings. 
3) In the worst-case scenario with the five assets that 
currently do not have long-term contracts 
remaining idle in F2010, our EPS would reduce to 
Rs80. 

Will Aban default on its high debt? Aban has gross 
debt of US$3.3bn with an obligation to repay US$600mn 
in F2010. We expect the company to refinance 
US$150mn in December 2009 from domestic banks to 
repay its US$1.5bn NOK liabilities.  
With the devaluation of the rupee, we expect Aban 
to have a notional net loss of US$400mn on its 
foreign currency debt on the balance sheet side; 
90% of Aban’s revenues and costs are linked to the 
dollar and hence every 1% appreciation in the USD viz. 
the rupee increases Aban’s profitability by 3.9% on the 
P&L side, on our estimates. 

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
+= Analysts employed by non-U.S. affiliates are not registered with FINRA, may not be 
associated persons of the member and may not be subject to NASD/NYSE restrictions on 
communications with a subject company, public appearances and trading securities held by a 
research analyst account. 
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M O R G A N  S T A N L E Y  R E S E A R C H  
A S I A / P A C I F I C  

Stock Rating 
Overweight 

Industry View 
In-Line Key Ratios and Statistics 

Reuters: ABAN.BO  Bloomberg: ABAN IN 
India Oil & Gas 

Price target Rs591.00
Upside to price target (%) 132
Shr price, close (Mar 13, 2009) Rs254.55
52-Week Range Rs4,292.00-224.10
Sh out, dil, curr (mn) 38
Mkt cap, curr (mn) Rs9,618
EV, curr (mn) Rs131,888
Avg daily trading volume (mn) Rs390
 
Fiscal Year ending 03/08 03/09e 03/10e 03/11e

ModelWare EPS (Rs) 28.08 228.65 347.98 320.28
Prior ModelWare EPS (Rs) - 257.06 424.77 417.05
Consensus EPS (Rs)§ 37.08 213.96 318.27 278.58
Revenue, net (Rs mn) 20,211 34,291 49,422 48,390
EBITDA (Rs mn) 12,543 19,254 30,978 29,448
ModelWare net inc (Rs mn) 1,061 8,639 13,148 12,101
P/E 107.7 1.1 0.7 0.8
P/BV 22.6 0.7 0.4 0.2
RNOA (%) 2.1 8.6 15.6 14.7
ROE (%) 47.2 170.6 96.0 45.1
EV/EBITDA 18.9 6.2 3.4 3.0
Div yld (%) 0.1 0.0 0.0 0.0
FCF yld ratio (%) (29.3) 90.6 144.5 152.9
Leverage (EOP) (%) 2,541.1 850.6 377.1 218.1
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note). 
§ = Consensus data is provided by FactSet Estimates. 
e = Morgan Stanley Research estimates 
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Aban Offshore has been facing issues on rig 
re-deployment, with four of its assets currently idle and 
three more coming up for renewal in the next six months. 
The assets currently lying idle consist of two high-end assets 
(DD6 and DD7) and two older assets (Aban 7 and 
Murmansakya). However, its deep-water assets, Aban 
Abraham and Aban Pearl, are in the deployment stage.  

Aban Abraham is currently in the deployment stage. The 
unit is currently on deployment in West Africa, and we expect 
the rig to start functioning by the end of the month. 

Aban Pearl is awaiting mobilization to Latin America for a 
contract with PDVSA, which we expect to be done by the end of 
March 2009. 

Deep Driller 8, the last of the Sinvest assets to be delivered to 
Aban, was delivered by Keppels on February 6, and was to 
start its contract with HOEC in March for six months at a 
contracted day rate of US$200k/day. 

Will Aban default?  Highly Unlikely; Concerns Likely 
Overdone: Aban has comfortable interest coverage of 2x; 
hence, we do not believe the company will default on any of its 
interest payments. The company has an obligation to repay 
US$600mn in F2010. We expect it to refinance US$150mn in 
December 2009 from domestic banks, when it will have to 
repay its US$1.5bn NOK liabilities. 

Will Debt Refinancing Be Required? Aban Likely to 
Require Debt Raising/Refinancing in December 2009: 
Aban has gross debt of US$3.3bn with an obligation to repay 
US$600mn in F2010. As noted above, we expect the company 
to refinance US$150mn in December 2009 from domestic 
banks when it will have to repay its US$1.5bn NOK liabilities. 

Exhibit 1 
Aban Offshore: Assets Deployment Status 

Assets Not Contracted 
Assets Coming up for 

Renewal 
Assets Currently Being

Deployed

Aban VII Deep Driller 1 Aban Abraham
Murmanskaya Deep Driller 2 Aban Pearl
Deep Driller 6 Deep Driller 4 
Deep Driller 7  
Source: Company data, Morgan Stanley Research 

 
Where Is the Demand? Middle East and Mexico Seeing 
Demand at Lower Rates: Middle East (outside Saudi Arabia) 
and Mexico are the markets where we currently witnessing 
some jackup demand. We have seen deployment of 
ultra-premium jackups in the ME market, at significantly lower 
rates, however. We have Gilbert Rowe (350 IC, M.E.), which 

signed a contract of around US$100kpd for a year, revealing a 
big expected drop in jackup rates, regardless of specifications. 
We expect the Aban’s deep driller assets to be deployed in 
the ME market at rates similar to ENSCO of US$100K/day. 
ODS –Petrodata reported that DD6 and DD7 had been warm 
stacked in Persian waters, and the potential clients include 
NIOC and other state-run oil companies. 

Mexico Is “Hot” for Jackups: There are tenders in Mexico 
from PEMEX for four to five jackups with specifications in the 
range of 250ft to 350ft. We believe that Aban has two or three 
assets that meet the requirements for these tenders. See 
Exhibit 2. 

Exhibit 2 
PEMEX: Primary Sources of Competitive Work in 
2009 
2009 Jackup Fixtures Longer than 90 days in Durations
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Source: ODS-Petrodata, Morgan Stanley Research 

What’s Hurting Aban More?  Wait-and-see Attitude of 
Operators:  Most operators are currently adopting a wait-and- 
see attitude to how demand will shape up in 2010 as most 
offshore rigs are facing re-deployment issue. If demand picks 
up, so would the rig count; but if demand and hence crude oil 
prices remain at low levels for a prolonged period of time, we 
may see operators reducing their rig fleets further. Saudi 
Aramco has already radically scaled back its rig count and is 
likely to release 10 jackups by the end of the year. 
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Exhibit 3 
Average Dayrates for International Jackups 
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Source: ODS-Petrodata, Morgan Stanley Research 

 

New Jackup Deliveries Seeing Cancelations/Delayed 
Deliveries, but new Deliveries Still High: Most of the 
shipyards are seeing cancellations of contracts and delays in 
payments from jackup operators. Also, some of the speculative 
jackups that were to be delivered are no longer under 
construction. Keppel’s Singapore, one of the biggest yards, 
has seen cancellations and delays in payments as well as 
jackup operators delaying deliveries. This is positive for the 
jackup market, but we believe that 18 new high specification 
rigs will be delivered in 1H09, which may further put 
pressure on the declining rig rates. See Exhibit 4. 

Exhibit 4 
Jackup Supply 
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e = Morgan Stanley Research estimates  
Source: Company data, ODS-Petrodata, Morgan Stanley Research  
 

Positive Long Term Due to Supply-side Constraints: 
Although spare oil production capacity has been on the 
increase as of late due to collapsing demand, we believe the 
supply side will contract sufficiently to re-balance the global oil 

market as soon as demand stabilizes. Longer term, we 
believe there will be considerable supply challenges for 
both oil and natural gas. 

Exhibit 5 
Aban Offshore: Stress Analysis 
Rs  Million F2009e F2010e F2011e

EBITDA 19,254 30,978 29,448
Net Profit 8,639 13,148 12,101
EPS 229 348 320
New Assets deployed 
at 75k/day  
EBITDA 19,254 27,814 22,641
Net Profit 8,639 10,117 6,382
EPS 229 268 169
% Change  
EBITDA (%) 0.0 -10.2 -23.1
Net Profit (%) 0.0 -23.0 -47.3
EPS (%) 0.0 -23.0 -47.3
Debt Refinancing 
Required ( US$ Million)  
Current 15 200 75
New Assets deployed at 
75k/day 15 266 196
Cash Flow  
Current 294 292 306
New Assets deployed at 
75k/day 294 237 181
Valuation  
EV/EBITDA  

Current 6.60 3.60 3.20
New Assets deployed 

at 75k/day 6.60 3.0 3.61
Change 0 -12 -31

P/E  
Current 1.64 0.71 0.82
New Assets deployed 

at 75k/day 1.64 1.0 0.96
Change 0 -23 -54

e = Morgan Stanley Research estimates  
Source: Company data, Morgan Stanley Research 
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients 
uncover value, adjusting for distortions and ambiguities created by local accounting 
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating 
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO 
basis. ModelWare also emphasizes the separation of operating performance of a company 
from its financing for a more complete view of how a company generates earnings. 
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  Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count 
% of 
Total Count

% of 
Total IBC

% of Rating 
Category

Overweight/Buy 714 32% 216 38% 30%
Equal-weight/Hold 1003 44% 246 43% 25%
Not-Rated/Hold 33 1.5% 9 1.6% 27.3%
Underweight/Sell 507 22% 100 18% 20%
Total 2,257  571   
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley or an affiliate received investment banking compensation in the last 12 months. 
Analyst Stock Ratings 
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis 
over the next 12-18 months. 
Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-adjusted 
basis over the next 12-18 months. 
Not-Rated/Hold (NA or NAV) - Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant country 
MSCI Index, on a risk-adjusted basis, over the next 12-18 months. Please note that NA or NAV may also be used to designate stocks where a rating 
is not currently available for policy reasons. For the current list of Not-Rated/Hold stocks as counted above in the Global Stock Ratings Distribution 
Table, please email morganstanley.research@morganstanley.com. 
Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted basis, 
over the next 12-18 months. 
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months. 
Analyst Industry Views 
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below. 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; 
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index. 
. 
Other Important Disclosures 
Morgan Stanley produces a research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or 
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specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. 
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in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including 
investment banking personnel. 
Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses 
for such visits. 
The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational or 
financial conditions of companies or other factors.  There may be time limitations on the exercise of options or other rights in your securities transactions.  Past performance 
is not necessarily a guide to future performance.  Estimates of future performance are based on assumptions that may not be realized. Unless otherwise stated, the cover 
page provides the closing price on the primary exchange for the subject company's securities/instruments. 
To our readers in Taiwan:  Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your 
reference only.  Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange 
of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise 
Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the government of or a company incorporated in the PRC and 
traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the component company of the SEHK's China-affiliated Corp Index is 
distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely responsible for 
their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent 
of Morgan Stanley.  Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or 
a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments. 
To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated 
activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives. 



 

 
 6 

 
 

M O R G A N  S T A N L E Y  R E S E A R C H  

March 13, 2009 
Aban Offshore Ltd 

Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan 
Stanley Asia Limited. 
Morgan Stanley Research is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Asia Limited (which accepts 
responsibility for its contents); in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) 
Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in Australia by 
Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services licence No. 233742, which accepts responsibility for its contents; in Korea 
by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which 
has approved of, and has agreed to take responsibility for, the contents of Morgan Stanley Research in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am 
Main, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is 
supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules 
of conduct applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. Incorporated, which accepts 
responsibility for its contents.  Morgan Stanley & Co. International plc, authorized and regulated by Financial Services Authority, disseminates in the UK research that it has 
prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates.  
Private U.K. investors should obtain the advice of their Morgan Stanley & Co. International plc representative about the investments concerned. In Australia, Morgan Stanley 
Research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act.  RMB Morgan Stanley (Proprietary) Limited is 
a member of the JSE Limited and regulated by the Financial Services Board in South Africa.   RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by 
Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at wholesale customers only, as defined by the DFSA. This research will only be made available to a wholesale customer who we are 
satisfied meets the regulatory criteria to be a client. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the 
QFCRA. 
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations. 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
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Industry Coverage:India Oil & Gas 

Company (Ticker) Rating (as of) Price (03/13/2009)

Vinay Jaising 
Bharat Petroleum Corp. (BPCL.BO) O (02/03/2009) Rs344.55
Cairn India Ltd. (CAIL.BO) U (02/03/2009) Rs169.75
GAIL (India) (GAIL.BO) O (04/05/2007) Rs210.25
Hindustan Petroleum (HPCL.BO) O (02/03/2009) Rs241.45
Indian Oil Corp (IOC.BO) O (02/03/2009) Rs403.05
Oil & Natural Gas Corp. 
(ONGC.BO) 

U (02/03/2009) Rs705.95

Reliance Industries (RELI.BO) O (06/15/2006) Rs1,282.35
Reliance Petroleum Limited 
(RPET.BO) 

E (02/03/2009) Rs78.5

Mayank Maheshwari 
Aban Offshore Ltd (ABAN.BO) O (06/11/2008) Rs254.55

Stock Ratings are subject to change. Please see latest research for each company. 
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