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Exploration Needs to Deliver 

■ Bottom Line: MUR’s production hit a record in 2013, should grow strongly 

in 2014 and can continue to grow at a measured pace through 2018, driven 

by Eagle Ford and offshore developments in Asia/Gulf of Mexico. MUR also 

delivered 240% reserve replacement, the 8
th
 year in a row above 100%.   

However, the further investors look out, decline eventually sets in. MUR is 

spending around $500m on its large offshore acreage position and after 

some dry holes (exploration is risky), needs to discover the next phase of 

growth. When it works, exploration does deliver among the highest returns 

and can be a company maker. However, the more repeatable progression in 

US shale plays are attracting more investor attention. MUR’s is spending 

around 40% of its capex in the Eagle Ford (which delivered 39kbd in the 

quarter) and has scope for downspacing/new intervals but lacks the overall 

shale exposure of peers. We trim our target slightly, to $65/sh, awaiting the 

next step change from offshore exploration. We cut our earnings estimates 

primarily due to higher assumed non-cash charges for exploration and 

depreciation. 

■ Exploration Calendar: In the near term, Cameroon (Q2) and Indonesia 

(Q2) are probably the wells to watch. Then we should get results  from Titan 

in the Gulf of Mexico (and several more GoM wells in 2H14), before the play 

opening Perth Basin well in early 2015. 

■ Valuation: MUR shares trade in-line with our $65/sh NAV but need 

exploration success to derisk longer term growth beyond 2018. 
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On 01/30/14 the S&P 500 INDEX closed at 1794.19 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2013A 0.29 1.49 1.23 0.67 
2014E 0.83 1.58 1.06 1.27 
2015E 0.64 1.44 1.19 1.14 
 

 Financial and valuation metrics 
 

Year 12/13A 12/14E 12/15E 12/16E 
Revenue (US$ m) 5,312.6 5,699.4 5,874.2 5,975.9 
EBIDAX (US$ m) 3,394.6 3,526.0 3,616.3 3,582.6 
EPS (CS adj.) (US$) 3.68 4.74 4.42 4.98 
Prev. EPS (US$) — 5.44 5.62 6.54 
ROGIC (%) 10.1 9.3 8.4 8.6 
P/E (x) 15.6 12.1 13.0 11.5 
P/E rel. (%) 88.7 73.0 86.0 84.6 
OCFPS (US$) 16.33 18.27 18.78 18.37 
P/OCF (x) 4.0 3.1 3.1 3.1 
Qtrly ent. val./tot. EBIDAX 3.1 3.0 2.9 2.9 
Net debt (US$ m) 1,537 1,981 2,351 2,795 
  

Dividend (current, US$) —  Dividend yield (%) — 
Net debt current qtr (US$ m) —  Net debt/tot cap (Next Qtr., %) — 
BV/share (Next Qtr., US$) —  GIC (12/14E, US$) 10,780.9 
EV qtr/GIC (x) 1.2  Current WACC — 
Free float (%) 90.7  Number of shares (m) 190.96 
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (30 Jan 14, US$) 57.44 
Target price (US$) (from 70.00) 65.00¹ 
52-week price range 65.55 - 51.20 
Market cap. (US$ m) 10,968.83 
Enterprise value (US$ m) 12,950.02 
 

*Stock ratings are relative to the coverage universe in each 

analyst's or each team's respective sector. 

¹Target price is for 12 months. 
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Growing Production, but Exploration Needs to 

Deliver 

MUR’s production hit a record in 2013, should grow strongly in 2014 and can continue to 

grow at a measured pace through 2018, driven by Eagle Ford and offshore developments 

in Asia/Gulf of Mexico. The company’s capex and cashflow are close to balance. The 

Eagle Ford provides some solidity to cashflow (as well as new developments in Asia). But 

what MUR needs is some offshore success. When it works, exploration does deliver 

among the highest returns and can be a company maker for a company with 235-

240kboed of production. In the near term, Cameroon (Q2) and Indonesia (Q2) are 

probably the wells to watch. Then we should get results from Titan in the Gulf of Mexico 

(and several more GoM wells in 2H14), before the play opening Perth Basin well in early 

2015. In 2015-2016, Vietnam deepwater, Gulf of Mexico and offshore southern Australia 

could all prove interesting.  

Exhibit 1: Eagle Ford is a long lived cashflow stream for MUR, But Exploration Needs to Work 

 
Source: MUR 

 

Exhibit 2: Production Growth Should Be Strong in 2014  Exhibit 3: MUR Has a Large Offshore Acreage Position 

 

 

 

 

Source: MUR  Source: MUR 
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Exhibit 4: Cameroon or Indonesia Would Be Meaningful, So Too Gulf of Mexico Success and Then a Play Opening Well 

in the Perth Basin 

 
Source: MUR 

 

Changes to Earnings 

We cut earnings primarily due to higher assumed non-cash charges for exploration and 

depreciation. Our cashflow is broadly unchanged. 

 

Exhibit 5: EPS Changes Affected By Non-Cash DD&A / Exploration 

EPS 1Q13 2Q13 3Q13 4Q13 2013 2014E 2015E 2016E

Old $1.08 $1.86 $1.34 $1.13 $5.42 $5.44 $5.62 $6.54

New $0.29 $1.49 $1.23 $0.67 $3.68 $4.74 $4.42 $4.98

% change -73% -20% -8% -41% -32% -13% -21% -24%

Consensus $0.29 $1.49 $1.23 $0.67 $3.69 $5.99 $5.52 NM

CS vs. Consensus 0.0% 0.0% 0.0% 0.0% -0.1% -20.8% -20.0% NM  
Source: Bloomberg, Credit Suisse estimates 

 

Exhibit 6: Cashflow Remains Broadly Unchanged (4Q13 Helped By Working Capital) 

CFPS 1Q13 2Q13 3Q13 4Q13 2013 2014E 2015E 2016E

Old - CFO $4.73 $3.93 $5.37 $3.80 $17.82 $18.74 $19.07 $18.41

New - CFO $4.73 $3.93 $5.37 $5.32 $19.33 $18.27 $18.78 $18.37

% change 0% 0% 0% 40% 8% -2% -1% 0%  
Source: Bloomberg, Credit Suisse estimates 
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Important Global Disclosures  

Edward Westlake and Arun Jayaram, CFA, each certify, with respect to the companies or securities that the individual analyzes, that (1) the views 
expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her 
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

3-Year Price and Rating History for Murphy Oil Corp. (MUR.N) 

 
MUR.N Closing Price Target Price    

Date (US$) (US$) Rating   

02-Feb-11 57.94 58.68 U   

28-Mar-11 62.02 63.00    

20-Jun-11 54.68  NR   

03-Oct-13 61.81 70.00 N *   

* Asterisk signifies initiation or assumption of coverage.  
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's 
total revenues, a portion of which are generated by Credit Suisse's investment banking activities 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 

Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months. 

Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 

 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the  analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ra tings are based on a stock’s total 
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant  sector, with Outperforms representing the 
most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings 
are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; Austr alia, New Zealand are, and prior to 2nd 
October 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to its current share price  and (2) the relative attractiveness of a 
stock’s total return potential within an analyst’s coverage universe. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total 
return calculation and a 15% and a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 
7.5% thresholds replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012, Japanese ratings were 
based on a stock’s total return relative to the average total return of the relevant country or regiona l benchmark. 

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or 
valuation of the sector* relative to the group’s historic fundamentals and/or valuation: 

Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 

Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 

 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cov er multiple sectors. 
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Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 

Rating Versus universe (%) Of which banking clients (%) 

Outperform/Buy* 42% (54% banking clients) 

Neutral/Hold* 41% (48% banking clients) 

Underperform/Sell* 14% (43% banking clients) 

Restricted 3%  

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, an d Underperform most closely 
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdin gs, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein.  

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer 
to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research and 
analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

Price Target: (12 months) for Murphy Oil Corp. (MUR.N) 

Method:  Target Price Method: Our $65 target price for MUR incorporates the NAV (Net Asset Value) discounted cash flows method using expected 
modeling of revenue and expenses for each project. We have also added exploration potential risked at an 18% chance of success to 
arrive at our $65/sh price target. Our primary long-term assumptions are: $90/bbl oil price (brent) and $4.50/mcf gas price. 

Risk:  Risks to our $65 target price for Murphy Oil Corporation include: Short-term: Financial leverage, earnings volatility, commodity market 
volatility, Storm and other enviromental damages; Long-term: returns, oil & natural gas prices. More specific to MUR, we are relying on 
continued exploration success - weak results could have an impact on valuation. 

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the 
target price method and risk sections.  

See the Companies Mentioned section for full company names  

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (MUR.N) within the next 3 
months. 

As of the date of this report, Credit Suisse makes a market in the following subject companies (MUR.N). 

Important Regional Disclosures  

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (MUR.N) within the past 12 
months 

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.credit-
suisse.com/disclosures or call +1 (877) 291-2683.  
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