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Q2 2018 Industry 
Performance & Trends

Whitehorn Merchant Capital Inc.’s Oilfield Services report includes performance trends and transaction activity observed in this sector, as well 
as our outlook for 2018. The Oilfield Services sector includes drilling, completion, production, field services, infrastructure, and fabrication 
companies. All financial data has been sourced from Capital IQ.
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Note: 2018 financial performance charts and data are based upon 2018 YTD reported results plus analysts’ consensus estimates for companies Whitehorn tracks.

The average gross margin within the OFS industry is expected to improve slightly compared to 2016 and 2017 margins, which can be 
attributed towards a continued increase in drilling activity especially south of the border.

The industry ’s average EBITDA margin is forecasted to improve slightly in 2018 compared to 2017 as it improves to a margin level similar 
to 2015.

The overall industry is forecasted to experience positive revenue growth of 17.6% in 2018, significantly less than the rebound year of 
2017. The industry continues to recover from its 2015 and 2016 lows with the increase in oilfield activity in conjunction with the increase in 
commodity prices.
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Sector Performance 
Updates & Outlooks
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Overview - Key Takeaways

• EBITDA margins across all OFS sectors are expected to be relatively flat compared to 2017 levels, but significantly higher than 2016 lows.

• The revenue growth of the Contract Drilling and Well Completions sector is forecasted to outperform the other sectors due to the increase in 
drilling activity, especially for companies with significant presence in the US. Overall, all industries are expected experience double digit revenue 
growth, which represents a healthy indicator of the industry.

• With the current geopolitical tensions involving North Korea and Iran, as well as the continuous pipeline debate within Canada, volatility is expected 
to persist in the near future. Canadian OFS companies continue to proceed and navigate through the competitive landscape with caution.
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Q2 2018 Key Highlights

Quarter in Review

Iran Oil Sanctions
U.S. President Donald Trump recently pulled out of the 2015 deal in 
which the U.S., UK, France, China, Russia, and Germany agreed to lift 
sanctions on Iranian exports if Iran ceased its nuclear program activity. 
Although the other countries involved in the deal assure it is still in 
effect and they will not be following suit, the repercussions could affect 
all of Iran’s trade partners, including Canada.

• The members of the Organization of Petroleum Exporting 
Countries (OPEC) agreed to a modest increase in oil production 
starting July 2018 after its leader Saudi Arabia persuaded Iran to 
cooperate amid calls from major consumers to help reduce prices 
and to avoid a supply shortage. Two OPEC sources claimed that 
OPEC and its allies including Russia should increase production by 
about one million bbls/d, or 1% of global supply.

• The Alberta government introduced three new incentive programs 
through the Energy Diversification Act, estimating that $2 billion in 
funding will attract more than $10 billion in private investment. The 
programs provide a combination of royalty credits, grants and loan 
guarantees designed to encourage energy diversification, which 
includes petrochemical and partial upgrading projects.

• The federal government announced the $4.5 billion acquisition of 
the Trans Mountain Pipeline (TMPL) and all of Kinder Morgan 
Canada Ltd.’s (TSX:KML) core assets. In return, Kinder 
Morgan will proceed with its original plan to twin the pipeline this 
summer while the sale is finalized. Upon completion of the sale, 
Canada will continue the construction process on its own, with a 
view to eventually sell the pipeline when market conditions improve 
in the future. The transaction will include a new crown corporation 
to manage the project.

Iran’s Oil Output (USD$billion)

Iran’s Oil Output (million barrels per day)

Iran’s Biggest Customers (November ‘17 to April ‘18)

• Iran is the fifth largest oil exporter in the world, producing 2.5 
million barrels a day. Therefore, the impact of the U.S. imposing 
sanctions that may include limiting oil exports is significant. The last 
time sanctions were in place, Iran’s oil exports were cut by more 
than 50 per cent, and the main buyers of what was left were China, 
India and other Asian nations. 

• If European nations follow the U.S.’s lead and reimpose oil 
sanctions, it could take as much as one million barrels of oil per 
day out of the Western market. In a worst-case scenario, according 
to Bank of Montreal economist Sal Guatieri, it could be enough to 
raise crude prices by as much as $10 a barrel. 

• Analysts estimate the possible reduction in Iranian crude supplies 
as a result of any new U.S. sanctions could be anywhere from 
200,000 bpd to 1 million bpd.

• According to investment bank Goldman Sachs, Trump’s 
announcement brought upside risks to its forecast that Brent crude 
will hit USD$82.50 a barrel by the summer. 
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Quarter in Review

Trans Mountain Expansion Project (TMEP): 
Tanker Traffic
Years ago, few of us in the energy sector would have predicted 
the national conflict Kinder Morgan Canada Inc. (TSX:KML)’s 
Trans Mountain Pipeline Expansion Project (TMEP) has created. 
Deliberations over the project, which will twin the existing pipeline, in 
operation since 1953, between Strathcona County, AB and Burnaby, 
BC, have been long-winded. With recent developments of the project, 
the question of safety in relationship to tanker traffic off Canada’s 
West Coast has become one of the many environmentalist hotspots.

Tanker Facts

Canadian vs. U.S. Tankers

Examining the Risk

Over half of the world’s oil travels by tanker. The capacity of these 
vessels is measured in dead weight tonnes (DWT), which is the total 
weight a ship can carry including fuel cargo, crew, and provisions. 
This weight can range from a few thousand DWT on smaller vessels to 
550,000 DWT on the largest.

Canada’s oil tanker movements are primarily out of its seven largest 
shipping ports: Vancouver, BC; Quebec City, QC; Montreal, QC; 
Come by Chance, NF; Newfoundland Offshore; Port Hawkesbury, 
NS; and Saint John, NB. According to Transport Canada, these ports 
see approximately 20,000 tanker movements annually, and of these, 
17,000 (85 percent) are off the Atlantic Coast. 

Energy East, its logical development, and its potential benefit can 
be discussed another day. On the West Coast, Canada saw roughly 
197,513 vessel departures and arrivals in 2015. Of these, 1,487 were 
tankers, making up 0.75 percent of total traffic. Oil on the West Coast 
is moved primarily through three ports: Prince Rupert, Kitimat, and the 
largest, Vancouver. Approximately 700,000 barrels of oil per day 
move through the Vancouver region via barges, and refined tankers, 
and each month five outbound tankers carrying crude make their way 
to the ocean.  TMEP is forecast to increase this number to up to 37, 
which will account for 14 percent of today’s marine traffic in Port of 
Vancouver. Aframax tankers, which have a capacity of 80,000 to 
120,000 DWT or 850,000 barrels, are the largest tankers permitted to 
operate out of this port, and this will not change after TMEP.

At any given time, the current ratio of Canadian tankers to US 
tankers in the Salish Sea (the collection of Puget Sound, the Juan de 
Fuca Strait, and the Strait of Georgia near Vancouver) is roughly 
one to nine, meaning marine traffic off Canada’s West Coast is 
primarily American by a large percentage. There are five refineries 
in Washington state versus one in British Columbia to drive this 
discrepancy. The amount of tanker traffic in the Juan de Fuca Strait 
(which is bordered by British Columbia to the north and Washington 
state to the south) is astounding – mostly due to the amount of volume 
INTO Washington. Approximately 1.2 million barrels per day travel 
through the Strait, and of these, about 500,000 barrels are en route to 
the Seattle area and have mostly come directly from Alaska.

In 2017, 102 million barrels of oil moved through Washington Ports. 
According to Washington’s Department of Ecology, up to 70 percent 
of oil imported by sea came directly from Alaska. This oil must cruise 
the entire British Columbia coastline, whereas oil tankers filling up at 
Burnaby’s Westridge Terminal head straight West to the open ocean.

Globally, oil spills have been in decline since the 1970s, and while 
they have been particularly rare in Canada, and especially on its West 
Coast, they have occurred periodically. 64 per cent of notable spills in 
Canada were on the Atlantic coast due to the sheer volume difference 
in vessel traffic over that of the Pacific coast, and of the spills that did 
occur in the Pacific region, none were tankers. 

Kinder Morgan’s Safety Enhancements

• A newly established shipping channel for East Burrard Inlet off West 
Vancouver.

• An expansion of tug escorts of outbound laden tankers through the 
Strait of Georgia and at the western entrance to Juan de Fuca Strait.

• Extended pilot disembarkation to Race Rocks instead of Victoria.
• Enhanced Situational Awareness techniques such as safety calls by 

pilots and masters of laden tankers, tactical use of escort tug along 
shipping routes, boating safety engagement and awareness program.

Kinder Morgan has also proposed response enhancements for the 
Salish Sea and Strait of Juan de Fuca; the company has the support of 
the Western Canada Marine Response Corporation (WCMRC), which 
will implement the following:

• An investment in WCMRC of over $150 million.
• Five new response bases and new vessels added strategically along 

BC’s southern shipping line (three of these will have 24/7 operations)
• Response capacity resident in Salish Sea will be 20,000 tonnes – 

twice Transport Canada’s Tier 4 capacity.
• Spill notifications in the Port of Vancouver will have a two-hour 

response time.
• Spill notifications outside any port between Vancouver and the 

western entrance to the Juan de Fuca Strait will have a six-hour 
response time.

While the risk for ship-source oil spills will exist as long as oil is 
transported by water, significant and extensive measures have been 
taken and will continue to be taken to minimize this risk.  Canadian oil 
develop continues to hold the highest environmental standard globally, 
and TMEP is no exception. One safety advantage tankers leaving 
Canadian West Coast ports have is that they must have a marine pilot 
on board who is familiar with and has been trained in British Columbia, 
while many foreign vessels, such as those carrying oil between Alaska 
and Washington state, could be operated by a crew who have never 
been through the Salish Sea and are unfamiliar with its terrain. It is far 
more likely for these foreign-originating vessels to incur an incident 
which would result in a spill than for those originating in Canada.



6          Whitehorn Merchant Capital

North American OFS  
M&A Activity
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Financing Activity
Over the past quarter, Whitehorn observed an increase in financing activity within the OFS industry. The motivations behind these financing 
transactions include capital and operating expenditure funding and acquisition motivated activities. The increase in financing transactions is 
consistent with the trend within the OFS industry of increasing activity levels, particularly for companies with operations south of the border and 
the continued increase in commodity prices. Some key financing transactions are highlighted as follows:

June 25, 2018 $50 million - Equity

June 19, 2018 $400 million - Debt

June 1, 2018 USD$250 million - Debt

May 31, 2018 $50 million - Debt

May 11, 2018 $70 million - Debt

April 20, 2018 $3 million - Equity

To reduce committed credit facility balances to 
take advantage of potential new LNG projects 
and to expand its modular solutions business.

To repay short term indebtedness and for general 
corporate purposes including capital and 
operating expenditures, acquisitions and future 
growth opportunities.

To fund the refinancing of Newalta’s debt and 
transaction related expenses post acquisition.

To repay drawn amounts under existing credit 
facilities, which in turn may be withdrawn for 
general corporate purposes and to fund working 
capital and capital expenditures.

To replace existing credit facilities and to 
capitalize on potential organic and acquisition 
growth opportunities.

To repay existing term loan.

M&A Activity
• There were 15 transactions tracked in Q2 2018 within the Canadian OFS industry, a decrease from the 21 transactions tracked in Q1 2018. 

The number of deals represented an increase in comparison to the 10 transactions recorded in Q2 2017.

• Of the 15 transactions that happened in the latest quarter, there were five transactions with disclosed values amounting to $1.4 billion 
compared to the $2.2 billion in Q1 2018 and the $1.3 billion in Q2 2017.

• Year to date, there were 36 transactions tracked, a significant 56% increase compared to the first half of 2017. Disclosed transaction values 
decreased from $8 billion in the first half of 2017 to $3.6 billion for the comparable period in 2018.
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Recent OFS Transactions

The table below summarizes a selection of recently closed and announced transactions in the Oilfield Services sector involving  companies in 
North America that are active in mergers and acquisitions. Transactions this quarter include acquisition of additional assets, as well as expansion 
into new areas and service line offerings.

Date Acquirer Acquirer Location Target Target Location

June, 2018 Mullen Group Ltd. (TSX:MTL) Calgary, AB Canadian Hydrovac Ltd. Sherwood Park, AB

Cash and stock acquisition of Sherwood Park, AB based hydrovac services provider to midstream, pipeline, construction and municipal sectors 
in Western Canada, estimated to add $25 million in annual revenue.

June, 2018 Mullen Group Ltd. (TSX:MTL) Calgary, AB
Canadian Industrial Services 

Division of AECOM Okotoks, AB

Cash acquisition of industrial services division with over 350 employees and over 250 pieces of specialized equipment, operating primarily 
within Alberta’s heavy oil and oil sands regions with expected annual revenue of $70 million.

June, 2018
Vertex Resource Group Ltd. 
(TSXV:VTX)

Sherwood Park, AB T.S.L Industries Kola, MB

Acquisition of environmental services company providing vacuum, hydro vac, fluid handling, hot oiling and pressure truck services to further 
diversify Vertex’s client base.

June, 2018 AKITA Drilling Ltd. (TSX:AKT-A) Calgary, AB Xtreme Drilling Corp. (TSX:XDC) Houston, TX

$202 million acquisition of drilling competitor to gain immediate scale in US market, consistent with Akita’s recent strategic expansion into the 
Permian Basin.

May, 2018
Matrrix Energy Technologies Inc. 
(TSXV:MXX)

Calgary, AB Red Dog Drilling Inc. Calgary, AB

$5.7 million cash and stock acquisition of assets used in connection with land based oil and gas drilling operations, including two heavy 
telescopic double drilling rigs, one cantilever triple drilling rig, one cantilever double drilling rig and related drilling equipment.

April, 2018 Daseke Inc. (NASDAQCM:DSKE) Addison, TX
Aveda Transportation and Energy 

Services Inc. (TSXV:AVE) Calgary, AB

$52 million acquisition of specialized transportation services and equipment provider for the energy industry to grow its rig moving and heavy 
hauling operations.

April, 2018 NorthPoint Technical Services ULC Calgary, AB
Canadian motor repair business of 

Siemens Canada Ltd. Canada

Acquisition of motor repair business that provides repairing services of rotating industrial equipment, including motors, generators, gearboxes, 
switchgear, transformers, pumps, fans and turbines.

April, 2018 Lifting Solutions Inc. Edmonton, AB
Canadian continuous rod service assets of 
a multinational oilfield services company

Canada

Acquisition of continuous rod service assets of a major multinational oilfield services company, increasing its total fleet size from 70 to 320 
pieces of equipment and the addition of 120 employees.

April, 2018 Quorum Software Calgary, AB Entero Corp. Calgary, AB

Acquisition of energy software solutions provider for upstream and midstream sectors energy companies to add geo-specific and upstream 
expertise and products.



Whitehorn Merchant Capital is an independent, Western Canadian financial advisory firm 
that provides business owners and management teams with capital raising, acquisition, and 
sale of business transaction solutions.

Contact Whitehorn today for expert advice on accessing capital, 
planning for business growth, and addressing business succession. 
We look forward to helping you reach the achievement of your goals.

Whitehorn Merchant Capital Inc.
Suite 270, 333 - 24 Avenue SW 
Calgary, Alberta  T2S 3E6 
403-718-9860 | www.whitehorncapital.com

The Whitehorn Advantage

Whitehorn’s senior professionals will lead your transaction 
from initiation to closing. We will support you and your 
transaction so you can ensure your business performs 
through closing, which is critical to obtaining an industry 
leading valuation.

Transaction Management

Whitehorn creates comprehensive, industry leading 
marketing materials which help buyers and investors 
understand your business, your competitive advantages, 
growth potential, and unique value proposition.

Marketing and Presentation

Whitehorn knows the buyers and investors in your industry. 
We know which strategic and financial parties are active in 
the market today, the transactions they’ve done, what they 
want, and what they’re willing to do.

Industry Focused Network

Maximizing your value maximizes our value. By presenting 
your business in the best way possible, to the most motivated 
buyers and investors, we will add significant value to your 
transaction.

Maximizing Value

Our Services

Whatever milestone transaction you are considering, Whitehorn’s leaders can guide you through the 
process. We have the network in your industry and the experience to implement a tailored, effective 
strategy for you and your business.

Financing AcquisitionsSale of Business Management Buyout


