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Q3 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 companies, 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 forecasted gross margin in 2018 is expected to be relatively flat compared to 2017’s margins. Despite commodity prices increasing 
steadily since the downturn, it seems that Canadian oilfield service providers are not experiencing the increase in gross margins 
compared to the E&P companies. This can also be attributed to the heavy discount of WCS compared to WTI.

• 2018’s forecasted EBITDA margin is 15.9%, revised slightly higher compared to the 15.7% previously forecasted at the end of Q2 
2018. This represents a four year high, which can be attributed to oilfield services companies’ continuous cost reduction efforts.

• As the continued increase in oil prices encourage more drilling activity and optimism within the industry, the oilfield services industry 
is expected to experience high revenue growth in 2018 of 19.1%. This percentage has been revised higher from the previous 17.6% 
forecasted at the end of Q2 2018.
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Sector Performance 
Updates & Outlooks
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Overview - Key Takeaways

• All sectors are expected to continue experiencing strong revenue growth, with Contract Drilling & Well Completions leading all sectors due to the 
pickup in drilling activities. Companies with more exposure to the US are bound to outperform their predominantly Canadian counterparts.

• The Contract Drilling & Well Completions and Production and Field Services sectors are expected to experience an increase in EBITDA margins 
compared to 2017 levels, as the industry continues to rebound off 2016 lows. However, the Infrastructure and Fabrication sector is expected to have 
a slight decline in EBITDA margin year over year.
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Q3 2018 Key Highlights

Quarter in Review

10-Year Trend Margin
The Organization of the Petroleum Exporting Countries (OPEC) 
forecasts that world oil consumption will reach 100 million bbls/
day in late 2018, which is much earlier than the previously 
forecasted 2019 date. 2018’s trend is evidently higher than the 
previous five years’ production, and 2018 crude oil production 
is at an all-time high, surpassing the previous high from 1970 in 
November of 2017.

• Canada, the US and Mexico have reached an agreement and 
25-year-old NAFTA has been replaced with new United States-
Mexico-Canada Agreement (USMCA). The new deal removes a 
fee charged on diluent, a product added to bitumen to make it flow 
through the pipeline and ends the stipulation that if Canada greatly 
reduced its fossil fuel or electricity exports to the US, production for 
domestic consumption had to drop accordingly.

• LNG Canada project announces final investment; project to begin 
construction immediately.

• US Federal Reserve raises interest rates, says more hikes coming.
• Federal government announces there will be no appeal to the 

ruling that put a hold on the Trans Mountain Pipeline expansion.

As US crude oil production hits all-time highs, the US has been 
reducing its crude imports steadily as well, resulting in significant 
decline in global demand. Over the past couple of years, the US 
has switched from the largest crude importer in the world to the 
largest crude producer.

Oil prices have rallied since the downturn, with increasing demand 
keeping up with the increase in supply. As oil prices continue to 
increase, the US has called on OPEC and its allies to step in and 
reduce prices. However, at its last meeting in mid September 2018, 
OPEC and its key allies signaled minimal urgency in boosting 
output at this point in time, and claimed that output will only be 
increased if customers demand more oil. OPEC’s key member, 
Saudi Arabia, indicated that the market is currently “well supplied” 
and therefore the kingdom is in no rush to bring oil prices down by 
increasing production.

Source: Investing News

Country BPD Description

1. United States 15,599,000
• Large consumer as well as producer
• Took in 19.9 million bpd in 2017

2. Saudi Arabia 12,090,000
• Possesses 18 per cent of world’s proven petroleum 

reserves
• Oil and gas sector accounts for ~50  per cent of its GDP

3. Russia 11,200,000
• World’s largest producer of crude
• Most reserves located in Siberia

4. Canada 4,984,000
• Nearly all of Canada’s proved oil reserves located in 

Alberta
• Energy exports to US account for majority of exports

5. China 4,779,000
• World’s largest consumer of oil
• China receives much of oil from Iran but US sanctions 

may have effect on this

6. Iran 4,669,000

• Despite abundant reserves, production has fallen in 
recent years

• Tanker owners say they plan to move their vessels from 
Iran to other countries in Middle East or West Africa

7. Iraq 4,462,000
• Holds 18 per cent of reserves in the Middle East and 

almost nine per cent of global reserves

8. United Arab 
Emirates

3,721,000
• Hold’s world’s seventh-largest proven oil reserves at 

97.8 billion barrels
• Most reserves located in Abu Dhabi

9. Brazil 3,363,000

• Primary energy consumption has nearly doubled in past 
decade

• Largest share of total energy consumption is oil and other 
liquid fuels, followed by hydroelectricity and natural gas

10. Kuwait 2,928,000
• Oil and gas sector accounts for 60 per cent of country’s 

GDP and 95 per cent of its export revenues

Weekly US Crude Oil Production

*As at September 14, 2018

US Net Imports of Crude Oil and Petroleum Products
(Thousand Barrels per Day)

As US oil production increases and shows no sign of slowing 
down, the US is also exporting crude oil at a record rate. The sharp 
increase in exports has caused US crude storage levels to decrease 
as well. Current US crude storage is at a four year low, the lowest it 
has been since January 2015.
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Quarter in Review

Energy East

According to the Canadian Association of Petroleum Producers 
(CAPP), capital spending on Canadian oil and natural gas was 
$45 billion in 2017, down 10 per cent from 2016 and 46 per cent 
from 2014. Critics say this is partly because of the numerous energy 
projects which have been canceled due to the Liberal government’s 
environmental red tape and impenetrable approval process.

Take for example TransCanada’s proposed Energy East pipeline, 
which would have carried Canadian oil over roughly 4,500 km 
using mostly existing pipeline capacity currently used to transport 
natural gas from Alberta to Quebec and Ontario. In a 2012 issue 
of The Globe and Mail, Frank McKenna compared the pipeline to 
the Canadian Pacific Railway, which “helped knit the country both 
symbolically and economically.” The Globe and Mail also reports 
that then-Saskatchewan Premier Brad Wall stated the pipeline was 
“the modern-day version” of John A. Macdonald’s national dream 
– a project that would see Canadian oil, not imports, processed in 
Eastern Canadian refineries. According to Kenneth Green, an analyst 
at the Fraser Institute, with a capacity to carry 1.1 million barrels per 
day (bpd), the pipeline would have dwarfed what Canada currently 
imports from Saudi Arabia (87,000 bpd), Algeria (85,000 bpd), and 
Nigeria (74,000 bpd).

NEB Update

Natural Resources Minister Amarjeet Sohi has announced that Ottawa 
will not appeal a Federal Court of Appeal ruling from August that put 
a pause to the Trans Mountain expansion project. Instead, the federal 
government will launch a new round of consultations with the 117 
affected Indigenous along the pipeline’s route to address the ruling’s 
key recommendation.

According to the ruling, Canada’s National Energy Board (NEB) was 
given less than six months to redo its environmental review of the 
project, with a greater consideration of the impact of additional oil 
tanker traffic off the coast of British Columbia. The NEB is to complete 
a thorough review of how these additional tankers will affect the local 
killer whale population in consultation with indigenous communities. 
The federal government is looking at hiring a retired federal judge 
to help oversee consultations to ensure they follow court-ordered 
processes exactly. Sohi will also be appointing a scientific technical 
advisor to the NEB review panel to help conduct the review.
The original review of Trans Mountain occurred in 2015 before 
the Liberals were elected. Keith Stewart, energy strategist with 
Greenpeace, says that the Conservative government avoided looking 
at tanker traffic increases because the review would most definitely 
point to risks poised to orcas. The southern resident killer whales are 
in extreme peril, with only 75 in known existence and no surviving 
calves since 2016, according to the Calgary Herald. However, 

Fisheries Minister Jonathan Wilkinson says that “The plight of the killer 
whale doesn’t relate directly to this project alone,” he said. “It relates 
to lack of availability of chinook salmon, contaminants in the water 
and all vessels in the Salish Sea, the 3,200 large container ships and 
cruise ships, thousands of BC ferries, tens of thousands of recreational 
boats … six more oil tankers a week is something that is important to 
mitigate, but this is a far bigger issue.” The NEB’s new review is due at 
the end of February, 2019. 

Sohi says there is no timeline in place for the review and consultations, 
however Canadian Energy Pipeline Association President and CEO 
Chris bloomer says it will not be a short process.

Seeking Liquidity or Financing?

At Whitehorn we maintain regular contact with key strategic buyers 
and financiers from North America and around the world. We are 
able to connect potential clients with financiers who are an ideal fit for 
whatever transaction they may be considering, namely management 
buyouts and acquisitions.

If you are seeking liquidity from your business or are interested in 
partnering with a financial group to expand your operations, we 
currently have an experienced financial partner seeking companies 
that fit the following criteria:

Geography

• North America-based.

Ownership & 
Size

• Majority control; up to $10 million in EBITDA.

• Control buyout of platform companies; up to $400 
million in enterprise value.

• Non-control; $5 million or more in EBITDA.

Partnership 
Characteristics • Offers businesses both financial and strategic resources 

to fuel growth.

• Vast access to executive network, polled purchasing 
and consulting opportunities in a variety of areas.

Should you be considering raising capital to grow your business or are 
seeking liquidity from your business, contact Whitehorn today for more 
information and to learn how we can connect you to financing tailored 
to your specific needs.
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North American OFS  
M&A Activity
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M&A Activity

• There were 12 M&A transactions tracked in Q3 2018, compared to the 15 transactions tracked in the previous quarter and the 8 transactions 
tracked in Q3 of 2017.

• Of the 12 transactions tracked, there were eight transactions with disclosed values amounting to $1.5 billion, compared to the $1.4 billion last 
quarter and the $678 million tracked in Q3 of 2017.

• In the first nine months of 2018, there were a total of 48 transactions tracked, an increase of more than 54% compared to the comparable 
period in 2017.
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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

September, 2018
Birch Hill Equity Partners 
Management Inc.; Birch Hill Equity 
Partners V, L.P.

Toronto, ON
Non-Core Midstream and Power 

Assets in Canada Calgary, AB

Acquisition of AltaGas Ltd.’s (TSX:ALA) non-core midstream and power assets in Canada, with gross proceeds used to repay bridge 
facility related to AltaGas’s acquisition of WGL Holdings Inc.

September, 2018

Birch Hill Equity Partners 
Management Inc.; Birch Hill Equity 
Partners V, L.P.; Birch Hill Equity 
Partners (US) V, LP; Birch Hill Equity 
Partners (Entrepreneurs) V, LP

Toronto, ON
Tidewater Midstream and 

Infrastructure Ltd. (TSX:TWM) Calgary, AB

$64.3 million acquisition of 13.3% stake in Tidewater, a natural gas liquids gathering, processing and transportation company.

August, 2018 High Arctic Energy Services Inc. Calgary, AB Powerstroke Well Control Ltd. Grande Prairie, AB

$9.4 million acquisition of snubbing services and well services provider to increase its geographical footprint in the US and to increase 
High Arctic’s well service rig count to 58.

August, 2018 Ensign Energy Services Inc. (TSX:ESI) Calgary, AB Trinidad Drilling Ltd. (TSX:TDG) Calgary, AB

$470 million cash takeover of competitor with $477 million in net debt, valuing the transaction at approximately $947 million. Ensign had 
previously owned approximately 9.8% of Trinidad’s outstanding common shares.

August, 2018 ENTREC Corporation (TSX:ENT) Acheson, AB Capstan Hauling Ltd. Grande Prairie, AB

Acquisition of oilfield trucking company providing heavy haul transportation services in northwest Alberta and northeast BC.

July, 2018 Calfrac Well Services Ltd. (TSX:CFW) Calgary, AB
Calfrac Well Services (Argentina) 

S.A. Argentina

Acquisition of remaining 20% stake in South American subsidiary.

July, 2018 Trinidad Drilling Ltd. (TSX:TDG) Calgary, AB GMXSteering United States

USD $2 million acquisition of completions optimization software producer to enhance existing technology platform.

July, 2018 CEDA International Corporation Calgary, AB Breakthrough Oilfield Services Ltd. Dawson Creek, BC

Acquisition of operator of pressure trucks, hot oilers, fluid haulers, hydro vacuum and combination vacuum units to expand geographical 
presence and service offerings within Western Canada.

July, 2018
Brookfield Infrastructure Partners L.P. 
(NYSE:BIP)

Toronto, ON
Enbridge Inc.’s (TSX:ENB) Western 

Canadian natural gas gathering and 
processing business

Calgary, AB

$4.3 billion acquisition of one of North America’s leading natural gas gathering and processing business in Western Canada, 
strategically positioned for the continued development of the Montney Basin’s resources.



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


