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Summary: Golar LNG (GLNG) is one of the three main companies within the Golar Group. The group is focused on
LNG infrastructure from liquefaction, shipping, regasification to power generation. The Golar Group is made up
GLNG, Golar Partners (GMLP) and Golar Power (renamed as HYGO Energy), together having 27 vessels and being a
market leader in liquefaction, top-5 player in LNG shipping and a top-3 player in regasification. GLNG has 14 of the
group’s 27 vessels, a 32% stake in GLMP and 50% of HYGO Energy. On a pro-forma basis, GLNG’s 14-vessel fleet will
be 9 LNG carriers, 3 floating liquefaction vessels (FLNG’s) and 2 floating storage and regasification vessels (FSRU’s),
accounting for three conversion projects underway.
On an LTM basis, GLNG generated US$448 mm in revenues and US$294 mm in EBITDA, with the LNG carriers and the
FSRU accounting for 43% EBITDA and the FLNG accounting for 57%. EBITDA growth was driven by higher TCE day
rates in shipping, with LTM TCE rates currently 25% higher vs 2019. Yet the EBITDA improvement failed to fund large
capex for the FLNG conversion resulting in cash burn. While the conversion has been delayed due to covid 19, US$914
mm in capex remains. An IPO for 50% power JV, HYGO Energy was delayed after the former CEO was linked to Brazil’s
lava-jato scandal through a role in a previous company. Per the IPO registration, the 1.5 GW power plant is expected
to generate US$170 mm in annual EBITDA. The plant recently started operations on a 25-yr PPA, chartering HYGO’s
own FSRU for feedstock supply.
A bull case for GLNG could see the vessel EBITDA reaching US$511 mm, assuming the available Hili capacity is
contracted and the new Gimi FLNG vessel carries similar rates upon delivery in 2024. With product tanker peers
currently trading at 6.0x EV/EBITDA, GLNG’s EV would be US$3.1 bn. However, the capex left for Gimi would increase
net debt accordingly to US$3.2 bn and as a result the vessel equity value would be negative. Adding the estimated
HYGO value per the IPO fillings, the total equity value would be US$896 mm – an implied 18% return on the stock.
On balance, we see funding capex plans as quite challenging, increasing leverage accordingly. With the shares trading
at at US$7.8/share vs the conversion price at US$37/share, we view the convert as “busted.” LTM net leverage is
elevated at 7.8x with lack of visibility on FCF breakeven and the convert deeply subordinated. Per the FY19 20-F, 9 of
GLNG’s 14 vessels had a carrying book value that was on avg. 10% higher vs the estimated market value. Impairing
all GLNG’s vessels book value by 10%, the value would be US$3.4 bn - an implied 132% coverage vs gross debt (incl.
the convert) at US$2.6 bn. Yet, we await better clarity on funding for the large capex commitments before becoming
constructive on the story.
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Company Overview
•

Golar LNG (GLNG) is one of the three companies within the Golar Group, focused on integrated LNG
infrastructure
o

The Golar group is comprised of GLNG, Golar Partners (GLMP) and Golar Power (renamed as
HYGO Energy)

o

As of 2Q20, the Golar group had 27 total LNG vessels and a 1,551-MW power plant in Brazil that
started operations in 1Q20
▪

16 LNG carriers, 8 FSRU’s, 1 FLNG and 2 LNG carriers under conversion to a FSRU and a
FLNG

•

Golar LNG (GLNG) has 14 of the 27 vessels, a 32% ownership of GLMP and 50% ownership of HYGO Energy

o

GMLP is a non-consolidated affiliate and a public company (NYSE: GMLP) with a US$145 mm total
mkt cap

o
•

We highlight GLNG and GMLP have cross-default covenants on their loans and leases

GLNG is structured into three major businesses and its energy JV:
o

Liquefaction – 1 FLNG vessel, 1 LNG carrier currently being converted to FLNG and 1 LNG carrier
prepared for conversion to FLNG
▪

Golar is a market leader in the floating liquefaction market, with its FLNG vessel having
one of the lowest liquation costs per ton even vs onshore projects

▪

FLNG Hilli (50% stake) – chartered until 2026 in Cameroon by Perenco/SNH and
generated 60% of GLNG’s total EBITDA in 2Q20
•

We note the current charter is only using 2 of the 4 liquefaction trains, which
are available to be potentially chartered

•

Though GMLP owns the other 50% in FLNG Hilli, the subsidiary is fully
consolidated within GLNG financials

▪

FLNG Gimi (70% stake) – currently under construction by Keppel, 20-yr charter by
BP/Kosmos upon delivery
•

In October 2020, GLNG and BP reached an agreement extending the delivery by
11 months until year-end 2023

•

In April 2020, BP claimed force majeure due to Covid-19 and unable to receive
the FLNG vessel

•

GLNG is in talks with Keppel for a modified capex plan, as US$350 mm capex
were due 2020 and US$461 mm in 2021

▪

Gandria – one of the oldest LNG carriers on the portfolio, currently inactive and marked
for conversion to FLNG

o

o

Shipping – 9 LNG carriers, with Golar being a Top-5 player in market share
▪

All LNG carriers were delivered between 2013 and 2015

▪

We note the issuer had previously mentioned plans to spin-off the shipping business

Regasification – 1 FSRU vessel and 1 LNG carrier currently being converted to FSRU
▪

Golar being a Top-3 player in market share, with FSRUs having flexibility to be used as
LNG carriers or LNG storage

▪
•

Viking – LNG carrier being converted to FSRU and expected to be completed this year

HYGO Energy is a consolidated JV within GLNG’s “Investment in Affiliates” line item, 50% JV with
Stonepeak Infrastructure
o

HYGO Energy – 1 FSRU, 2 LNG carriers and 2 power plants
▪

Sergipe Plant (50% stake) – 1,551 MW combined cycle natural gas power plant
contracted under a 25-yr PPA
•

The plant was ramping up operations in 2Q20, with one of Golar’s own FSRU
supplying the feedstock

▪

Bacarena Plant – 605 MW plant under construction and an FSRU terminal

•

Expected to start in 2022 under a 25-year PPA, Golar would bring an FSRU to
supply the feedstock

o

In September 2020, HYGO Energy launched its IPO plans but were latter placed on hold
▪

The rumored IPO was for 23 mm shares at a mid-point US$19.5/share. For reference
GLNG expected to hold 50 mm shares post-IPO
•

An implied US$975 mm value attributable to GLNG, though no detail was
provided on the post-IPO ownership %

▪

The CEO, Eduardo Antonello, was linked to Brazil’s lava-jato for three contracts signed
back in 2011 for US$2.7 bn
•

The contracts were signed between PETBRA and Seadrill/Sapura, while
Antonello was at Seadrill

▪

In October 2020, Antonello took a leave of absence and Paul Hanrahan (former AES
Corp. CEO) was appointed as HYGO CEO

▪

Per our understanding, HYGO is not implicated nor impaired and we suspect the IPO
plans will be resumed

•

Most GLNG vessels are operated under the “Cool Pool”, 8 of the 9 LNG carriers and the FSRU
o

The pool operates in the spot market or have spot-oriented charters, with GLNG responsible for
the vessel opex

•

In 2020, the latest IMO regulation became effective mandating a reduction in sulfur emissions and
improved ballast water management systems
o

As of 4Q19, all of the issuer’s LNG carriers had installed the Ballast Water management systems
▪

o

The 2 carriers that are not in compliance are being converted into FSRU and FLNG

Vessels can meet the new standards by using lower sulfur fuel, install scrubbers or switch to LNG
power

o
•

Diluted shareholder base with Orbis Investment having 11%, Cobas AM 10% and FMR 9%
o

•

As a result, low-sulfur bunker (vessel fuel) costs have increased vs high-sulfur bunker
Tor Olav, the current Chairman of the Board owns 5% of the common

Traditionally, LNG has been a seasonal business with higher charter rates in the winter for heating related
uses and lower in the summers
o

However, FSRUs now provide year-round nat. gas supply to generators to meet A/C demand in
the summers

•

On an LTM basis as of 2Q20, GLNG generated US$448 mm in revenues and US$294 mm in EBITDA
o

Shipping & Regasification – the 9 LNG carriers and the FSRU accounted for 47% of revenues and
43% of EBITDA
▪

Daily TCE rates have recovered strongly since 2017, we note vessel opex has increased
to a lesser extent

▪

LTM daily rates are US$55k/d, vs US$44k/d over the past two years and US$18k/d in
2017

o

Liquefaction – the FLNG accounted for 49% of revenue but 57% of EBITDA

▪

The FLNG started operations in 2Q18 and has generated stable revenue and EBITDA
since

o

HYGO Energy – in 2Q20, the Sergipe plant had a 15% utilization factor as it began operations
▪

Per the IPO registration, the Sergipe plant is expected to generate R$1.6 bn (US$290
mm) in annual revenue
•

Annual EBITDA expected to be R$1 bn (US$170 mm), an implied 61% margin for
the duration of the 25-yr PPA

▪

50% would be attributable to HYGO Energy as the Sergipe plant is a 50/50 JV with
Ebrasil Energia

GLNG (US$ MM)
LNG Carriers (TCE Revenue)
FLNG
Other
Total Revenue

FY17
56
27
82

FY18
173
128
24
325

FY19
170
218
22
410

LTM
209
218
21
448

EBITDA
Interest expense
Capex
Working capital
Tax expense
FCF
Total Debt
Cash
Net Debt
Gross Leverage
Net Leverage
EBITDA Margin %

(15)
(59)
(515)
11
(2)
(580)
2,411
613
1,798
n/a
n/a
(18%)

217
(102)
(245)
(52)
(1)
(184)
2,565
704
1,861
11.8x
8.6x
67%

254
(103)
(422)
(55)
(1)
(327)
2,536
410
2,125
10.0x
8.4x
62%

294
(87)
(465)
(66)
(1)
(325)
2,545
265
2,280
8.7x
7.8x
66%

Thoughts on GLNG Convert
•

•

Per the FY19 20-F, 9 of the 14 vessels had a lower estimated market value vs their carrying book value
o

The carrying book value was on avg. 10% higher vs market value, mostly LNG carriers

o

Impairing all GLNG’s vessels book value by 10%, the value would be US$3.4 bn

As of 2Q20, total debt (incl. leases and the convert) was US$2.6 bn – an implied 132% coverage
o

We note the US$403 mm convert would be junior to US$2.0 bn in loans and leases secured by
individual vessels

o

As well as junior to two loans for a total of US$180 mm secured by GLNG’s HYGO and GLMP
shares

•

GLNG Bull Case:
o

LTM TCE day rates for the LNG carriers and the FSRU are 25% higher vs 2019, together
generating US$127 mm in LTM EBITDA

o

The stable FLNG Hili charter will continue to generate around US$160 mm in annual EBITDA until
2026
▪

As mentioned earlier, the vessel has 50% of its capacity available to be contracted which
could double EBITDA

▪
o

GLNG’s attributable EBITDA would be 50%, an implied US$160 mm

The completion of the new FLNG Gimi vessel is scheduled for delivery by year-end 2023

▪

Given the similar mtpa capacity specs as Hili, the potential EBITDA could be US$320 mm
at full capacity

▪

GLNG’s attributable EBITDA would be 70%, an implied US$224 mm

▪

However, US$914 mm in capex remain to be deployed and likely increasing net debt by
the same amt.

o

GLNG’s vessel EBITDA could reach US$511 mm
▪

Similar product tanker peers such as STNG are trading at an avg. 6.0x EV multiple

▪

The est. equity value would be negative US$125 mm, given the incremental debt to fund
capex

•

▪

Adding GMLP stake value and the est. HYGO value at the IPO

▪

GLNG’s total equity value would be US$896 mm – an implied 18% return on the stock

We highlight the challenging FCF, as LTM FCF burn was US$325 mm despite the higher vessel TCE rates
o

The potential EBITDA growth does not appear sufficient to offset the large capex pipeline

o

GLNG is negotiating with Keppel for deferring capex, as 2020 capex is US$349 mm and US$462
mm in 2021

o

•

We do not see a material improvement in FCF
▪

We await for resolution of HYGO’s IPO and the FLNG capex deferral

▪

As well as 3Q20 earnings to get a better estimate current TCE rates

On balance, the 2022 convert would remain “busted” in our view as the common would remain out of the
money
o

GLNG’s current stock price is US$7.8/share vs the conversion price at US$37/share

GLNG (US$ MM)
LNG Carriers
FLNG
FSRU
LNG Carriers under conversion
Total Vessels

2Q20
9
1
1
3
14

Credit & Lease Financing
Bonds
Convert
Total Debt
Cash
Current Market Cap.
Minority Interest
Current EV
EV / LTM EBITDA

2,142
0
403
2,545
265
760
281
3,321
11.3x

Vessel Book Value @ 90%
Vessel Book Value / Total Debt

3,353
132%

GLNG (US$ MM)
LNG Carriers
FLNG - Hili at 100% Capacity
FLNG - Gimi in 2024
Est. Vessel EBITDA
EV/EBITDA multiple
EV
Est. Net Debt
Est. Vessel Equity Value
GMLP Value @ 32%
Est. HYGO Value
Est. Total Equity Value
Est. Equity Upside

Bull Case
127
160
224
511
6.0x
3,069
3,194
(125)
46
975
896
18%

Arturo Galindo
Investment Research Analyst
BCP Securities, LLC
Paseo de los Tamarindos No. 90, Torre Arcos
Bosques de las Lomas, México
Tel. +52 55 5025 5500
agalindo@bcpsecurities.com
www.bcpsecurities.com

Matias Castagnino, CFA
BCP Securities, LLC
Paseo de la Castellana, 91
28064 Madrid, Spain
Tel. +34 91 310 6980
mcastagnino@bcpsecurities.com
www.bcpsecurities.com

Want to read more of BCP Securities' Convertible Research? Click Here
DISCLOSURE APPENDIX
REGULATION AC - ANALYST CERTIFICATION
We, Arturo Galindo and Matias Castagnino, CFA, certify that all of the views expressed in this report accurately reflect our personal views
about the subject securities and issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by us in this report.
COMPANY SPECIFIC DISCLOSURES
This report may not be independent of BCP’s propriety interests. BCP does business, and seeks to do business, with companies covered in BCP
research. As a result, investors should be aware that BCP may have a conflict of interest that could affect the objectivity of this report. Further,
BCP may trade the securities (or related derivatives) that are the subject of this research report for its own account and for certain customers,
and may from time to maintain long or short positions in the securities (or in related derivatives) of the companies mentioned in this report. Such
financial and trading interests may be contrary to any recommendation in the report.
BCP’s salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research.
MEANINGS OF RATINGS
Top Picks Universe
“Market Outperform” – The bond’s total return is expected to exceed the total return of the J.P. Morgan Corporate Emerging Markets Bond Index
series (“CEMBI”) Broad Diversified High-Yield Index over the next 3 – 6 months.
“Market Perform” – The bond’s total return is expected to be in line with the total return of the CEMBI Broad Diversified High-Yield Index over
the next 3 – 6 months.
“Market Underperform” – The bond’s total return is expected to be below the total return of the CEMBI Broad Diversified High-Yield Index over
the next 3 – 6 months.

“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s total return relative to the CEMBI Broad
Diversified High-Yield Index over the next 3 – 6 months.
Quasi Sovereign Universe
“Market Overweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to decrease over the next 3 – 6
months.
“Market Weight” – The spread of the bond to its similarly duration sovereign controller bond is expected to remain unchanged over the next 3 –
6 months.
“Market Underweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to increase over the next 3 – 6
months.
“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s spread to its similarly duration sovereign
controller bond over the next 3 – 6 months.
High Octane Universe
“Speculative Buy” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to the upside
“Positive” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the upside
“Neutral” – Bonds that in our view have an equity investment risk profile and we think risk/return is balanced
“Negative” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the downside
“Speculative Sell” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to the downside
GENERAL RESEARCH DISCLOSURES AND DISCLAIMERS
This report is intended only for institutional investors, and should not be redistributed to retail investors. BCP research is not a solicitation or
offer to buy or sell any security or financial instrument or to participate in any trading strategy. The products mentioned in this report may not
be eligible for sale in some states or countries.
The analysts principally responsible for the preparation of BCP research receive compensation based upon various factors, including quality,
accuracy and value of research, firm profitability or revenues (including overall investment banking revenues), client feedback and competitive
factors. The compensation of BCP analysts is not linked to specific investment banking or capital markets transactions by BCP. Analysts employed
by non-U.S. affiliates may not be registered with FINRA, may not be associated persons of BCP, and may not be subject to FINRA regulations
regarding research related activities.
BCP research is based on public information. BCP makes every effort to use reliable, comprehensive information, but makes no representation
that the information is accurate or complete. Facts and views presented in BCP research have not been reviewed by, and may not reflect
information known to, professionals in other BCP business areas, including investment banking personnel. BCP analysts may interact with sales
and trading desk personnel in connection with their research, including to ascertain pricing and liquidity in the fixed income markets.
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of
securities or as agent of any issuer of any securities. BCP has no authority to make any representation or warranty on behalf of the issuers. BCP
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to
the publication of a research report containing such rating, recommendation or investment thesis.
BCP may update its research reports and ratings as it deems appropriate, but has no obligation to do so. BCP has no obligation to inform clients
of any changes in facts, assumptions, opinions, estimates, or ratings. Certain outstanding reports may contain discussions and/or investment
options relating to securities, financial instruments and/or issuers that are no longer current. Neither BCP nor any officer or employee of BCP
accepts any liability whatsoever for any direct, indirect or consequently damages or losses arising from any use of this report or its contents.
BCP research and ratings should not be used or relied upon as investment advice. BCP research does not provide individually tailored investment
advice. BCP research has been prepared without regard to the circumstances and objectives of those who receive it. BCP recommends that
investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial
adviser. Investors should consider this report as only a single factor in making their investment decisions. The appropriateness of an investment
or strategy will depend on an investor’s circumstances and objectives. The securities, instruments, or strategies discussed in BCP research may
not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Securities discussed
in this report may be rated below investment grade and should therefore only be considered for inclusion in accounts qualified for speculative
investment.
The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment
rates, prices, market indexes, operational or financial conditions of companies or other factors. Past performance is not necessarily a guide to

future performance. Estimates of future performance are based on assumptions that may not be realized. Investors may experience a loss of
their original capital investment in such securities.
International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political and
economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging
markets, since these countries may have relatively unstable governments and less established markets and economies.
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more sensitive it is
to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the
scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity may be more or less
than the amount originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer. Bonds
are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a timely
basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may be
reinvested at a lower interest rate. Bonds rated below investment grade may have speculative characteristics and present significant risks beyond
those of other securities, including greater credit risk and price volatility in the secondary market.
INTERNATIONAL DISCLOSURES
Singapore: This report is distributed in Singapore by BCP Securities Asia Pte Ltd to accredited investors, expert investors or institutional investors
only (as defined in the applicable Singapore laws and regulations and is not intended to be distributed directly or indirectly to any other class of
person). Recipients of this report in Singapore are to contact BCP Securities Asia Pte Ltd in respect of any matters arising from, or in connection
with, this report. BCP Securities Asia Pte Ltd is registered with the Accounting and Corporate Regulatory Authority.
Spain: The report is distributed in Spain by BCP European Agencia de Valores, S.A., supervised by the Spanish Securities Markets Commission
(CNMV), and is written and distributed in accordance with rules of conduct for financial research under Spanish regulations. This report is only
intended for persons who are Eligible Counterparties or Professional Clients within the meaning of Article 78bis and Article 78ter of the Spanish
Securities Market Act. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. There is no obligation
to register or file any report and any supplemental documentation or information with the CNMV. Neither verification nor authorization or
compliance revision by the CNMV regarding this document and related documentation or information needs to be fulfilled in accordance with
the Spanish Securities Market Act.
Brazil: This report is distributed in Brazil by BCP Securities Brazil (RJ) in accordance with applicable regulations. No approval is required for
publication or distribution of this report in Brazil. The views expressed above accurately reflect personal views of the authors about the subject
companies and their securities. The compensation of the equity research analyst(s) is indirectly affected by revenues deriving from the business
and financial transactions of BCP. Where a Brazil based analyst has taken part in the preparation of this research report, the Brazil based analyst
whose name appears first assumes primary responsibility for its content from a Brazilian regulatory perspective and for its compliance with CVM
Instruction 483.
COPYRIGHT AND USER AGREEMENT
Copyright 2020 BCP Securities, LLC. All rights reserved. This research report is prepared for the use of BCP clients and may not be
redistributed, retransmitted or disclosed, in whole or in party, or in any form or manner, without the express written consent of BCP. Any
unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your agreement not to redistribute,
retransmit, or disclose to others the contents, opinions, conclusions, or information contained in this report (including any investment
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BCP

