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‘ E&C Industry Trends & Project Tracker

e In Exhibit 1 we present the latest updates/additions to our Stifel Nicolaus Project Tracker for our
E&C coverage universe. According to industry publications:

e McDermott International (MDR-Buy) is believed to be in competition for two projects in
Vietnam and another in Indonesia as the company continues to remain active.

e Chicago Bridge & Iron (CBI-Buy) with JV partners is completing the onshore FEED for Ar-
row LNG and competition from a consortium including KBR (KBR-Hold) is expected for the
EPCm contract. KBR and CBI are also submitting competing FEEDs for the Cove Point,
MD liquefaction facility.

e Fluor Corp. (FLR-Buy) is expected to be in the running for an infrastructure project in
Qatar and an offshore compression platform in the Philippines.

« Exhibit 2 examines the recent trends in downstream awards, while Exhibit 3 displays the recent
trends in the offshore construction end markets.

o Exhibits 4-7 display the recent trends in oil supply, demand and inventory levels.

o Exhibits 8-14 examine the dynamics affecting downstream refining profitability.

o Exhibits 15-18 examine the latest trends for LNG demand, pricing and capex.

o Exhibits 19-20 take a look at the petrochemical/ethylene end markets.

e Our Buy-rated E&C names include Chicago Bridge & Iron N.V. (CBI-$43.55),Fluor Corp. (FLR-
$60.06), Foster Wheeler AG (FWLT-$22.69), Jacobs Engineering Group (JEC-$44.85) and
McDermott International (MDR-$12.94).

Robert Connors, CFA, CPA Casey S. Deak
connorsr@stifel.com deakc@stifel.com
443-224-1359 443-224-1361

Stifel Nicolaus does and seeks to do business with companies covered in its research reports. As a
result, investors should be aware that the firm may have a conflict of interest that could affect the
objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.

All relevant disclosures and certifications appear on pages 14-17 of this report.
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Exhibit 2: The top left chart shows downstream project awards on an LTM basis while
the top right chart displays project awards in the early stage engineering/FEED stage.

The bottom charts display project awards by region and type.
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Exhibit 3: A look at the offshore construction market. The top charts show floating and
fixed production systems under construction. The bottom charts show floating and
fixed production systems in the planning/possible stage.
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Exhibit 4: February 2012 OPEC production (incl. NGLs & Iraq) stood at 37.6mm bbl/d,

+4.8% yly, while Non-OPEC production stood at 52.4mm bbl/d, +1.2% yly (right chart).
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Exhibit 5: January 2012 OECD oil demand stood at 46.5mm bbl/d, (0.7)% yly, while Non-
OECD demand of 42.8mm bbl/d was +4.3% yly.
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Exhibit 6: OECD inventory levels by type.
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Exhibit 7: U.S. inventory levels by type.
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Exhibit 8: Refinery throughput rates.
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Exhibit 9: Refining margins by region.
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Source: OGJ, Stifel Nicolaus format.

Exhibit 10: U.S. gross diesel exports

remain strong, as European cargoes Exhibit 11: The favorable diesel export mar-
and Central & S. American cargoes con- ket (black line) has helped to pull up the
tinue to climb. diesel crack spread (green line).
Gross US Distillate Fuel Oil U.S. distillate fuel oil (diesel & heating oil) net exports
(DFO, mostly diesel) have reboundednicely (black line, LS) helping to
exports by destination, return refiner's heating oil/diesel fuel crack spreads to
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Exhibit 12: A tightening of OPEC spare ca-
pacity helps to widen the sweet vs. sour
differential (more sour crude rel. to sweet)
which aids refiner profitability. We expect
the spread to widen.

-11-
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Exhibit 13: We are watching for a bounce in
coking/complex refinery profitability rela-
tive to cracking/less complex refinery prof-
itability.

OPEC Spare Capacity (LS) vs. Sweetvs. Sour
Differential (RS, INVERTED)
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Source: IEA, Bloomberg, Stifel Nicolaus.

Source: IEA, Stifel Nicolaus.

Exhibit 14: The increased amount of rigs directed towards light/sweet oil producing re-
gions may be a future threat to the sweet vs. sour spread.
% of oil rigs in light/sweet oil producing regions (LS) vs. Light/sweet oil
production proxy, % of total (RS)
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Exhibit 15: A look at the LNG capacity addi-
tions pipeline to 2018E

Stifel, Nicolaus & Company, Inc.

Exhibit 16: LNG netback pricing by region.

LNG Liquefaction Capacity Growth
(million tly), 1964 to 2018E (bars, LS)
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Exhibit 17:
rolled over

Source: IEA, Bloomberg, Stifel Nicolaus.

S. Korea LNG import growth Exhibit 18: Japanese LNG imports continue
in conjunction with industrial to remain strong as nuclear electricity gen-
eration capacity remains idled.
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Exhibit 19: Petrochemical/ethylene production

capacity growth rates are expected to
decline through 2013.
Ethylene nameplate capacity, mil. tly Global Ethylene capacity growth, yly %
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Exhibit 20: However the cheap ethane (natural gas) feedstock advantage for U.S. based
producers (left chart) could benefit some of the “ethylene club” members (right chart).

U.S. ethylene margins by feedstock SHAW & FWLT petrochemicalrelated
(cent per Ib)
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tion or views contained in this research report.

For our European Conflicts Management Policy go to the research page at www.stifel.com.

Rating and Price Target History for: Fluor Corporation (FLR) as of 03-28-2012
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For a price chart with our ratings and target price changes for FLR go to http://sf.bluematrix.com/
bluematrix/Disclosure?ticker=FLR

Rating and Price Target History for: Foster Wheeler, Ltd. (FWLT) as of 03-28-2012
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For a price chart with our ratings and target price changes for FWLT go to http://sf.bluematrix.com/
bluematrix/Disclosure?ticker=FWLT
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Rating and Price Target History for: Jacobs Engineering Group, Inc. (JEC) as of 03-28-2012
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Rating and Price Target History for: Chicago Bridge & Iron Co. (CBl) as of 03-28-2012
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Rating and Price Target History for: McDermott International, Inc. (MDR) as of 03-28-2012
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Stifel, Nicolaus & Company, Inc. expects to receive or intends to seek compensation for investment
banking services from Fluor Corporation, Foster Wheeler, Ltd., Jacobs Engineering Group, Inc., Chicago
Bridge & Iron Co., and McDermott International, Inc. in the next 3 months.

Stifel, Nicolaus & Company, Inc. makes a market in the securities of Fluor Corporation, Foster Wheeler,
Ltd., Jacobs Engineering Group, Inc., Chicago Bridge & Iron Co., and McDermott International, Inc.

Stifel Nicolaus maintains a business relationship with Jacobs Engineering Group, Inc.

Stifel, Nicolaus & Company, Inc.'s research analysts receive compensation that is based upon (among
other factors) Stifel Nicolaus' overall investment banking revenues.

Our investment rating system is three tiered, defined as follows:

BUY -For U.S. securities we expect the stock to outperform the S&P 500 by more than 10% over the
next 12 months. For Canadian securities we expect the stock to outperform the S&P/TSX Com-
posite Index by more than 10% over the next 12 months. For other non-U.S. securities we expect
the stock to outperform the MSCI World Index by more than 10% over the next 12 months. For yield
-sensitive securities, we expect a total return in excess of 12% over the next 12 months for U.S.
securities as compared to the S&P 500, for Canadian securities as compared to the S&P/TSX
Composite Index, and for other non-U.S. securities as compared to the MSCI World Index.

HOLD -For U.S. securities we expect the stock to perform within 10% (plus or minus) of the S&P 500
over the next 12 months. For Canadian securities we expect the stock to perform within 10% (plus or
minus) of the S&P/TSX Composite Index. For other non-U.S. securities we expect the stock to
perform within 10% (plus or minus) of the MSCI World Index. A Hold rating is also used for yield-
sensitive securities where we are comfortable with the safety of the dividend, but believe that upside
in the share price is limited.

SELL -For U.S. securities we expect the stock to underperform the S&P 500 by more than 10% over
the next 12 months and believe the stock could decline in value. For Canadian securities we expect
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the stock to underperform the S&P/TSX Composite Index by more than 10% over the next 12
months and believe the stock could decline in value. For other non-U.S. securities we expect the
stock to underperform the MSCI World Index by more than 10% over the next 12 months and be-
lieve the stock could decline in value.

Of the securities we rate, 51% are rated Buy, 47% are rated Hold, and 2% are rated Sell.

Within the last 12 months, Stifel, Nicolaus & Company, Inc. or an affiliate has provided investment banking
services for 17%, 10% and 0% of the companies whose shares are rated Buy, Hold and Sell, respectively.
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Please visit the Research Page at www.stifel.com for the current research disclosures applicable to the
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guaranteed by us and is not a complete summary or statement of all available data, nor is it considered an
offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
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or in options or other derivative instruments based thereon.

These materials have been approved by Stifel Nicolaus Europe Limited, authorized and regulated by the
Financial Services Authority (UK), in connection with its distribution to professional clients and eligible
counterparties in the European Economic Area. (Stifel Nicolaus Europe Limited home office: London +44
20 7557 6030.) No investments or services mentioned are available in the European Economic Area to
retail clients or to anyone in Canada other than a Designated Institution. This investment research report is
classified as objective for the purposes of the FSA rules. Please contact a Stifel Nicolaus entity in your
jurisdiction if you require additional information.

The use of information or data in this research report provided by or derived from Standard & Poor’s Fi-
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