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  Credit Update | 28 August 2026 

Odfjell Drilling 
Resilience proven and deleveraging on track 

Odfjell Drilling (ODL) faced what we believe was the largest single-rig 
downtime event in its history in Q2, with Deepsea Atlantic off-hire for 106 
days. Even so, it continued to de-lever and kept its shareholder distribution 
unchanged. A total cash flow impact of just c. USD35m, or c.1.5% of EV, is 
better than peers have managed through comparable events and is a 
further testament to ODL's operational quality. The event notwithstanding, 
deleveraging is well under way, and we forecast net leverage falling to 1.2x 
next year from 1.6x today, alongside a continued increase in dividends. We 
keep our recommendation at Marketweight as the bond offers limited 
spread upside versus more diversified oil-service peers. 

Continued deleveraging expected, though at a slower pace 
next year 

ODL continues to reduce reported leverage as Deepsea Bergen approaches a 
full year of contribution following its acquisition late last year. Net leverage, 
incl. leasing, has fallen from 2.1x at YE/25 to 1.6x, with net debt down to 
USD906m from USD958m, and we expect 1.4x by YE 26. Into 2027, we 
assume shareholders capture the larger share of excess cash flow but still 
see leverage trending down to 1.2x by YE 27. This would sit at the low end of 
the peer group. Combined with ODL’s sector-leading cash conversion and 
high backlog-to-revenue cover, we argue that a spread in line with its larger, 
more diversified peers seems fair. 
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USDm 2024 2025 2026E 2027E 2028E

Total sales 775 901 1,027 1,004 961

EBITDA (rep.) 345 451 595 574 530

EBITDA (adj.) 345 451 595 574 530

Net income 65 173 207 174 143

FFO (rep.) 272 390 516 502 471

FFO (adj.) 272 390 516 502 471

Equity 1,403 1,428 1,383 1,273 1,132

Net debt 548 958 856 679 583

Net debt (adj.) 562 958 856 679 584

Ratios 2024 2025 2026E 2027E 2028E

EBITDA margin 44.6% 50.0% 58.0% 57.2% 55.1%

Net debt/EBITDA (x) 1.6 2.1 1.4 1.2 1.1

Adj. net debt/adj. EBITDA (x) 1.6 2.1 1.4 1.2 1.1

FFO/net debt 50% 41% 60% 74% 81%

Adj. FFO/adj. net debt 49% 41% 60% 74% 81%

Adj. total debt/total capital 34% 44% 41% 42% 41%

Net debt/total capital 26% 38% 37% 33% 32%

Source: Company data, Danske Bank Credit Research
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Recommendation 

We keep our recommendation on Odfjell Drilling’s credit at Marketweight, as 
we see current pricing at 102.3/240bp fair versus peers. Leverage (incl. 
leasing) is now 1.6x and we expect it to end the year at 1.4x, which would put 
it broadly in line with peers. 

Chart 1. Leverage development for Odfjell Drilling  Chart 2. Leverage across peers  

 

 

 

Source: Company data, Danske Bank Credit Research  Source: Danske Bank Credit Research (Odfjell Drilling), Bloomberg consensus 
(remaining estimates) 

Earnings leverage does not tell the whole story when looking at ODL, as one of 
the strengths of the credit is high cash conversion, with BBG consensus 
expecting 68% conversion for ODL compared with -28-45% for peers. The 
main reason for this is ODL’s high earnings on a per-rig basis, while 
maintenance capex is mostly fixed per rig. Looking at FCF to net debt, ODL 
screens best, which, in our view, offsets the concentration risk from ODL 
having only 5 rigs, compared with drilling peers with more than 10.  

Chart 3. Cash conversion across peers  Chart 4. net debt to FCF  

 

 

 

Source: Bloomberg consensus, Danske Bank Credit Research  Source: Bloomberg consensus, Danske Bank Credit Research 

On an implied loan-to-value basis, Odfjell Drilling also screens slightly weaker 
than peers, with ODL at 27% and drilling peers at 8-17%. However, we would 
argue that more of the value in ODL is in its backlog, which represents around 
2.1x run-rate sales as of Q2 26. Peers are at similar levels, but since ODL has 
higher cash conversion on its earnings, as previously described, its backlog is 
also more valuable. As a result, the uncertainty and risk of that enterprise 
value in the LTV calculations should be meaningfully lower for ODL. As such, 
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we argue that the better earnings and value visibility in ODL offset the higher 
implied net loan-to-value versus peers. 

Chart 5. Last reported backlog vs run-rate revenue 
among peers 

 Chart 6. Implied net LTV (Net debt/EV)  

 

 

 

Source: Company data, Danske Bank Credit Research  Source: Bloomberg as of 27 August 2026, Danske Bank Credit Research  

ODL has the most efficient rigs in the harsh environment market, with a 26% 
faster well delivery time than its closest peer. Having the most efficient rigs 
offers attractive downside protection for creditors, as that should result in 
clients choosing the ODL rigs, which lowers the utilisation risk, unless peers 
offer a significantly lower dayrate. By how much will vary based on the 
dayrate and the spread cost, which includes all other costs related to drilling 
the well other than the rig. Assuming USD400kpd in spread cost and a dayrate 
equal to the opex level, we calculate that Odfjell Drilling can offer its rigs at 
around USD300kpd to match the total cost of the well compared to taking a 
rig from its best peer at USD160kpd. Hence, if peers are offering rigs at an 
opex break-even level, Odfjell Drilling will be able to cover all its cash costs, 
including an assumed 10-year amortisation profile that we estimate to be 
USD297kpd.  

Chart 7. Well delivery time, ODL vs peers  Chart 8. Simplified cost for a well – ODL vs Peer 1 

 

 

 

Source: Company data, Danske Bank Credit Research   
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Chart 9. Simplified all-in breakeven analysis on USDk per day 

 

Source: Company data, Danske Bank Credit Research 

Odfjell Drilling is rated B+/B1, with the bond being rated BB, which is in line 
with peers such as Noble and Seadrill. Similar to these, we see that ODL trades 
a bit wider than the BB-rated curve, which we believe is a result of the history 
of the offshore drilling industry and its cyclical nature. For Odfjell Drilling’s 
pricing to change from today’s level, we would like to see additional backlog 
additions and some deleveraging, which would leave its cash cost well below 
where peers would be able to offer their rigs without losing more money than 
it cost to warm stack. On the other hand, if ODL chooses a more aggressive 
dividend increase than we forecast, that should negatively impact the pricing 
of the ODL bonds.  

Chart 10. Relative value on 27 August 2026 

 

Source: Bloomberg as of 27 August 2026, Danske Bank Credit Research 
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Company summary 

 

Company description  EBITDA breakdown, segments 

 

 

 

Key credit strengths  Key credit challenges 

• High-quality drilling fleet with solid track-record 
• High cash conversion 
• High near-term revenue visibility from solid backlog 
• Investment grade rated contract counterparties 
• Good collateral coverage from contemplated first-lien bond issue 

 • Long-term pressure on business due to energy transition 
• Smaller own fleet compared to rated peers 
• Some counterparty concentration risk 
• Relatively low bargaining power towards clients 
• High focus on shareholder distribution 

Debt maturity profile  Main shareholders 

 

 

 

Selected outstanding bonds  Relative valuation 

 

 

 

  

 
 

Source: Company data, Bloomberg, Danske Bank Credit Research [all charts and tables] 
 

Odfjell Drilling Ltd provides mobile offshore drilling worldwide, but with a focus 

on the North Sea. The company own five ultra deepwater drilling rigs for harsh 

environments, while managing three ultra deepwater drilling rigs for external 

owners.
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Summary table 

 

Source: Company data, Danske Bank Credit Research  

 

Income statement (USDm) 2024 2025 2026E 2027E 2028E
Total sales 775 901 1,027 1,004 961
Operating expenses 430 451 431 430 431
EBITDA 345 451 595 574 530
EBITDA adjusted 345 451 595 574 530
Non-recurring items 0 0 0 0 0
Depreciation and amortisation -195 -181 -299 -328 -328
EBIT 150 270 296 246 202
EBIT adjusted 150 270 296 246 202
Net interest -72 -78 -69 -54 -43
Other financial items (net) -144 -157 -139 -107 -86
Pre-tax profit 78 191 227 193 158
Tax -14 -18 -20 -18 -15
Net income 65 173 207 174 143
Balance sheet (USDm) 2024 2025 2026E 2027E 2028E
Fixed assets 1,932 2,378 2,126 1,844 1,612
Goodwill 3 3 3 3 3
Associates
Other non-current assets 7 11 25 25 25
Working capital assets 114 124 132 127 123
Cash and cash equivalents 118 103 59 133 126
of which restricted cash -14 -0 -0 -0 -0
Other current assets 14 18 112 112 112
Total assets 2,215 2,668 2,488 2,275 2,031
Total assets (adj.) 2,215 2,668 2,488 2,275 2,031
Total interest-bearing debt 622 1,012 871 768 665
Total interest-bearing debt adjusted 666 1,061 915 812 709
Net interest-bearing debt 548 958 856 679 583
Net interest-bearing debt adjusted 562 958 856 679 584
Working capital liabilities 80 28 29 30 30
Other current liabilities 66 108 112 112 112
Other non-current liabilities 1 43 48 48 48
Total equity 1,403 1,428 1,383 1,273 1,132
Total equity and liabilities 2,215 2,668 2,488 2,275 2,031
Total equity and liabilities (adj.) 2,215 2,668 2,488 2,275 2,031
Cash flow statement (USDm) 2024 2025 2026E 2027E 2028E
EBITDA 345 451 595 574 530
Tax paid -9 -12 -21 -18 -15
Other cash flow from operations -65 -49 -58 -54 -43
Funds from operations (FFO) 272 390 516 502 471
FFO (adjusted) 272 390 516 502 471
Change in working capital 15 11 -96 5 4
Operating cashflow (CFO) 288 402 420 508 475
CFO (adjusted) 288 402 420 508 475
Capex -132 -617 -51 -32 -82
Divestments/acquisitions of businesses 0 0 0 0 0
Free operating cashflow (FOCF) 157 -216 370 476 393
FOCF (adjusted) 157 -216 370 476 393
Dividend paid -57 -160 -250 -284 -284
Share buyback 0 0 0 0 0
Free cashflow (FCF) 102 -375 122 191 109
Other investing activities 2 0 2 0 0
Debt repayment -182 -681 -224 -103 -103
Funding shortfall -96 -1,070 -116 74 -8
New debt 92 1,052 72 0 0
New equity 0 0 0 0 0
Other financing activities -7 5 -0 0 0
Change in cash -11 -14 -45 74 -8
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Summary table 

 

Source: Company data, Danske Bank Credit Research  

 

Adjusted ratios (USDm) 2024 2025 2026E 2027E 2028E
Sales growth 6% 16% 14% -2% -4%
EBITDA margin 44.6% 50.0% 58.0% 57.2% 55.1%
Adj. EBITDA margin 44.6% 50.0% 58.0% 57.2% 55.1%
EBIT margin 19.4% 29.9% 28.8% 24.5% 21.0%
Adj. EBIT margin 19.4% 29.9% 28.8% 24.5% 21.0%

EBITDA interest coverage (x) 4.8 5.8 8.6 10.7 12.2
Adj. EBITDA interest coverage (x) 5.0 6.0 8.8 10.7 12.2
EBIT interest coverage (x) 2.1 3.4 4.3 4.6 4.7
Adj. EBIT interest coverage (x) 2.2 3.6 4.4 4.6 4.7
FFO interest coverage (x) 3.8 5.0 7.4 9.4 10.9
Adj. FFO interest coverage (x) 3.9 5.2 7.6 9.4 10.9
CFO interest coverage (x) 4.0 5.1 6.1 9.5 11.0
Adj. CFO interest coverage (x) 4.2 5.3 6.2 9.5 11.0

Net debt/EBITDA (reported) (x) 1.6 2.1 1.4 1.2 1.1
Net debt/EBITDA (x) 1.6 2.1 1.4 1.2 1.1
Adj. net debt/adj. EBITDA (x) 1.6 2.1 1.4 1.2 1.1
Debt/EBITDA (x) 1.8 2.2 1.5 1.3 1.3
Adj. debt/adj. EBITDA (x) 1.9 2.4 1.5 1.4 1.3
Debt/EBITDA (reported) (x) 1.9 2.4 1.5 1.4 1.3
FFO/net debt 49.8% 40.8% 60.3% 74.0% 80.8%
Adj. FFO/adj. debt 40.9% 36.8% 56.4% 61.9% 66.5%
Adj. FFO/adj. net debt 48.5% 40.8% 60.3% 74.0% 80.7%
FFO/debt 43.8% 38.6% 59.2% 65.4% 70.8%
Adj. total debt/total capital 33.9% 44.5% 40.9% 41.6% 41.3%
Net debt/total capital 26.5% 38.5% 37.3% 32.5% 31.7%
Adj. net debt/adj. total capital 28.6% 40.1% 38.2% 34.8% 34.0%
Yearly overview (USDm) 2024 2025 2026E 2027E 2028E
Net Sales 775 901 1,027 1,004 961
EBITDA 345 451 595 574 530
Adj. EBITDA 345 451 595 574 530
EBIT 150 270 296 246 202
Net Income 65 173 207 174 143
Capex -132 -617 -51 -32 -82
FFO 272 390 516 502 471
Total debt 622 1,012 871 768 665
Net debt 548 958 856 679 583
Adjusted net debt 562 958 856 679 584
Equity (incl. minorities) 1,403 1,428 1,383 1,273 1,132
Ratios:
Net debt to EBITDA 1.6x 2.1x 1.4x 1.2x 1.1x
Adj. net debt to EBITDA 1.6x 2.1x 1.4x 1.2x 1.1x
FFO to net debt 0% 0% 0% 0% 0%
Adj. FFO to net debt 0% 0% 0% 0% 0%
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Recommendation structure 

Investment recommendations are based on the expected development in the credit profile as well as relative value compared with the sector and peers.  

As of 30 June 2026, Danske Bank Credit Research had investment recommendations on 189 corporate bond issuers. The distribution of recommendations is 
represented in the distribution of recommendations column below. The proportion of issuers corresponding to each of the recommendation categories above to which 
Danske Bank provided investment banking services in the previous 12 months ending 30 June 2026 is shown below. 

 
Rating 

 
Anticipated performance 

Time 
horizon 

Distribution of 
recommendations 

Investment banking 
relationships 

Overweight Outperformance relative to peer group 6 months 26% 50% 

Marketweight Performance in line with peer group 6 months 60% 62% 

Underweight Underperformance relative to peer group 6 months 13% 44% 
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provided in this research report. This research report has been prepared for professional clients. Distri bution of research reports containing investment 
recommendations and complex financial products to retail clients is prohibited unless Danske Bank A/S has conducted an evalua tion and determined, on a case-by-
case basis, that the client possesses the necessary financial knowledge and experience to understand the complexities and risks involved. Under no circumstances may 
this report be distributed to individual investors in the United States. This research report is protected by copyright and i s intended solely for the designated addressee. 
It may not be reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S’s prio r written consent. 

Disclaimer related to distribution in the United States 
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S. registered broker -dealer and subsidiary of 
Danske Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research report in 
connection with distribution in the United States solely to ‘U.S. institutional investors’ . 

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence of research analysts. In  addition, the research 
analysts of Danske Bank A/S who have prepared this research report are not registered or qualified as research analysts with the N ew York Stock Exchange or Financial 
Industry Regulatory Authority but satisfy the applicable requirements of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may do s o only by contacting Danske Markets Inc. 
directly and should be aware that investing in non-U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered 
with the U.S. Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. S ecurities and Exchange Commission. 

Disclaimer related to distribution in the United Kingdom 
In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in matters rela ting to investments falling within article 19(5) 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of the Order; 
or (III) persons who are an elective professional client or a per se professional client under Chapter 3 of the FCA Conduct o f Business Sourcebook (all such persons 
together being referred to as ‘Relevant Persons’). In the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely on 
this document or any of its contents. 

Changes to recommendation in the past 12 months:

Date Old rec. New rec.

6 Jan 2026 Overweight Marketweight

10 Dec 2025 No recommendation Overweight

17 Nov 2025 Overweight No recommendation

https://danskeci.com/ci/research/disclosures-and-disclaimers
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Disclaimer related to distribution in the European Economic Area 
This document is being distributed to and is directed only at persons in member states of the European Economic Area (‘EEA’) who are ‘Qualified Investors’ within the 
meaning of Article 2(e) of the Prospectus Regulation (Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be deemed 
to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to have represented an d agreed that it has not received this 
document on behalf of persons in the EEA other than Qualified Investors or persons in the UK and member states (where equivalent legislat ion exists) for whom the 
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth and accuracy of the foregoing representations and 
agreements. Any person in the EEA who is not a Qualified Investor should not act or rely on this document or any of its conte nts. 
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