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Rating : BUY 

2Q22 Net Profit higher than our estimate  
ADNOC Drilling Co. PJSC (ADNOCDRI/the Company) net profit rose 
19.3% YOY to USD 205 Mn in 2Q22, higher than our estimate of 
USD 174 Mn. It was mainly driven by moderate growth in revenue 
and a significant decline in operating expenses. 
       
P&L Highlights  
ADNOCDRI’s top line rose 11.2% YOY to AED 668 Mn in 2Q22 
mainly due to growth in the Onshore and OFS segment partially 
offset by a decline in Offshore Jackup and Offshore Island Seg-
ment. Revenue of Onshore Segment rose 33% YOY to USD 383 Mn 
owing to inflationary adjustment and addition of new rigs. OFS 
Segment revenue expanded 5% YOY to USD 91 Mn in 2Q22 at-
tributable to increased activity in the product line and service line 
further supported by the introduction of Tubular Running Services. 
It was partially offset by 8% YOY decline in Offshore Jackup reve-
nue due to activity mix. Offshore Island Segment revenue fell 26% 
YOY to USD 51 Mn in 2Q22 driven by one-off revenue phasing in 
2Q21 however the activity level remains at same level during the 
period. Direct cost increased 12.9% YOY to USD 396 Mn in 2Q22 
primarily attributable to increase in activity level, associated costs, 
increase in energy prices and inflation in consumable cost partially 
offset by cost efficiency. G&A expenses declined 21.5% YOY to USD 
64 Mn in 2Q22 due to lower administrative labour costs. Deprecia-
tion, amortization and impairment expense declined 23% YOY to 
USD 83 Mn in 2Q22 due to an accounting adjustment to correct the 
useful life of low value asset. Other income declined from USD 8 Mn 
in 2Q21 to USD 3 Mn in 2Q22 whereas, finance costs rose 45.2% 
YOY to USD 6.6 Mn due to increase in interest rates. 
 
Balance sheet highlights  
ADNOCDRI investment in working capital decreased to USD 378 Mn 
as of 31 March 2022, down from USD 590 Mn as of 31 December 
2021, which was mostly due to the ongoing efforts to collect late 
payments from linked parties. Net cash from operating activities 
stood at USD 533 Mn in 1H22 compared to USD 197 Mn in 1H21 
due to a decline in working capital requirements. Thus, free cash 
flow increased to USD 533 Mn in 1H22 from USD 197 Mn in 
1H2021. Despite rig fleet expansion program CAPEX stood at USD 
285 Mn in 1H2022 compared to USD 282 Mn in 1H2021. Net Debt 
to EBITDA rose from 0.5x in 1Q22 to 0.8x in 2Q22. The company 
maintained healthy liquidity with cash and cash equivalent of USD 
639 Mn and an unutilized syndicated term facility of USD 1.9 Bn in 
2Q22. The board of directors raised the interim dividend by 5% to 
USD 341 Mn in 1H2022 which is payable in 4Q22.   
 
Target price and rating 
We maintain our BUY rating on ADNOCDRI with a revised target 
price of AED 4.15. The Company’s share price rose 8.7% since our 
last rating. The company is expanding its rig fleet and OFS offering 
which contributed positively to revenue in 1H2022. ADNOCDRI 
added five Helmerick and Payne FlexRigs in 1Q22 and signed a pur-
chase agreement for three premium Offshore Jack-ups in 2Q22. 
The fleet expansion program allows ADNOCDRI’s contribution to 
support a number of world-scale projects across UAE. Recently on 
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07 July 2022, the Company was awarded contract worth USD 2 Bn for offshore drilling units and IDS 
(Integrated Drilling Services) to further aid ADNOC’s Ghasha offshore gas project. Post this award, AD-
NOCDRI confirmed the contract with an additional value of USD 3.4 Bn for eight premium Jack-up rigs to 
support parent company offshore drilling operations. The company is generating sustainable free cash 
flow (FCF) across the period and the FCF as a percentage of EBITDA stood at 91.8% in 1H2022. Due to 
which, ADNOCDRI would be able to distribute healthy dividends even after providing for growth opportu-
nities. Adnoc Drilling is expected to generate a dividend yield of 4.6% based on FY2022 dividend. AD-
NOCDRI is facing cost pressure due to global inflationary condition which might impact its profitability in 
the near-term leading us to assign a BUY rating on the stock.   
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Adnoc Drilling Relative Valuation     

(at CPM) 10 August 2022 2021 2022F 

P/E 26.06 21.41 

P/B 5.63 5.63 

EV/EBITDA 16.02 14.07 

Dividend Yield 4.4% 4.6% 

FABS estimate & Co Data   

Adnoc Drilling - P&L                     

Interim Sheet (USD mn) 2Q21 1Q22 2Q22A 2Q22F Var. YOY Ch QOQ Ch 2021 2022F Change 

Revenue 601 601 668 629 6.3% 11.2% 11.2% 2,269 2,522 11.1% 

Direct Cost -351 -360 -396 -376 5.4% 12.9% 10.1% -1,385 -1,528 10.3% 

Gross Profit 250 242 272 253 7.6% 9.0% 12.8% 884 994 12.4% 
General and Administrative ex-
penses -81 -64 -64 -69 -7.9% -21.5% -0.6% -274 -275 0.7% 

EBITDA 292 280 300 287 4.4% 2.6% 7.2% 1,047 1,151 9.9% 

Other Income- Net 8 1 3 1 114.6% -63.4% 124.5% 10 5 -49.7% 

Finance Costs- Net -5 -4 -7 -11 -41.0% 45.2% 55.8% -17 -45 163.5% 

Profit for the period 172 174 205 174 17.6% 19.3% 17.4% 604 679 12.4% 

FABS estimate & Co Data                     

Adnoc Drilling - Margins                 

 2Q21 1Q22 2Q22A YOY Ch QOQ Ch 2021 2022F Change 

Gross Profit Margin 41.6% 40.2% 40.8% -85 58 39.0% 39.4% 45 

EBITDA Margin 48.7% 46.5% 44.9% -377 -165 46.2% 45.6% -51 

Net Profit Margin 28.6% 29.0% 30.6% 206 163 26.6% 26.9% 31 

FABS estimate & Co Data                 
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DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-

modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-

change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-

vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-

tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-

nancial instrument.  The information, opinions and material in this report have been obtained and derived from 

publicly available information and other sources considered reliable without being independently verified for 

their accuracy or completeness.  FABS gives no representation or warranty, express or implied, as to the accu-

racy and completeness of information and opinions expressed in this report.  Opinions expressed are current 

as of the original publication date appearing on the report only and the information, including the opinions 

contained herein, are subject to change without notice.  FABS is under no obligation to update this report. The 

investments referred to in this report might not be suitable for all recipients.  Recipients should not base their 

investment decisions on this report and should make their own investigations, and obtain independent advice, 

as appropriate.  Any loss or other consequences arising from the uses of material contained in this report shall 

be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-

sequence.  The value of any investment could fall as well as rise and the investor may receive less than the 

original amount invested. Some investments mentioned in this report might not be liquid investments, which 

could be difficult to realise in cash.  Some investments discussed in this report could be characterised by high 

level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material 

contained in this report.  No part of this report may be reproduced, utilised or modified in any form either in 

whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including 

photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.  

While utmost care has been taken to ensure that the information provided is accurate and correct, neither 

FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the 

recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/

restrictions. 
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Rating Upside/Downside potential 

BUY Higher than +15%  
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