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Georgian Railway continued to deliver positive results in TH23, albeit at a slower pace. The company's revenue
grew 15.6% y/y to US$ 117.7mn, primarily fueled by revenues generated from freight traffic, logistic services
and passenger traffic. Despite this, the EBITDA witnessed a 19.3% y/y decline to US$ 34.9mn in 1H23, driven
by a surge in operating expenses, particularly influenced by rising employee benefits, and GEL appreciation.
Consequently, the EBITDA margin for the period marked a notable decrease to 29.7%, from 42.5% in TH22.

Cargo volumes remained at elevated levels in 1H23 reducing by just 2.4% y/y to 6.7mn tons. This reduction
was primarily attributed to a 5.9% y/y decrease in transit volumes, mostly stemming from the reduced
transportation from Kazakhstan and Turkmenistan. Notably, liquid cargo played a vital role in maintaining
steady volumes of total cargo transported in TH23, registering an 8.9% y/y growth to 2.4mn tons, while dry
cargo exhibited 7.9% y/y decline to 4.2mn tons. For the full 2023 year, we expect revenue growth to moderate
and increase by 4.7% y/y to US$ 242.3mn, considering last year's high base (see more here).
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Note: Net debt to EBITDA ratio calculated based on figures in GEL

Georgian Railway credit ratings

Eva Bochorishvili - Head of Research

Fitch
| evabochorishvili@gt.ge | +995 32 2401111 ext. 8036 ggfﬂ(;lgbal Ratings
Tatia Mamrikishvili- Head of Sector BB- BB'
| tmamrikishvili@gt.ge | +995 32 2401111 ext. 4693 Stable Positive
Affirmed Dec-2022 Affirmed Feb-2023

Mariam Okropiridze — Analyst
| maokropiridze@gt.ge | +995 32 2401111 ext. 2495

Source: Georgian Railway

Please refer to important disclaimers on the final page of this document.


https://api.galtandtaggart.com/sites/default/files/2023-09/report/georgian-railway-fy22-update_2.pdf

) GALT & TAGGART

RESEARCH

Fixed Income Research | Georgia

Georgian Railway

September 15, 2023

How Georgian Railway performed in TH23

Georgian Railway maintained its positive performance in 1TH23,
albeit at a slower pace. The company's revenue grew 15.6% y/y to
US$ 117.7mn in TH23, primarily driven by higher revenues from
freight traffic, logistic services and passenger traffic:

e Comprising 69.0% of total, the revenue from freight
traffic increased 7.2% y/y, reaching US$ 81.2mn in 1H23.
The decline in transported volumes for certain dry cargo
categories, such as chemicals & fertilizers and ferrous
metals & scrap, was offset by the transportation of goods
to nearby destinations with higher tariffs, resulting in an
overall revenue rise.

e Logistic services revenue, which constituted 22.2% of the
total revenue in TH23, surged by 30.5% y/y, reaching US$
26.2mn. This growth was propelled by an increase in
container transportation facilitated by GR's subsidiaries.

e Passenger traffic revenue, the 3rd-largest contributor
with a 5.9% share in total, doubled to US$ 6.9mn. This
surge was influenced by a rise in passenger traffic (+66.0%
y/y to Imn passengers) and a price increase on the Thilisi-
Batumi ticket by GEL 10 from Jul-22.

e Generating a minor portion of the revenue, freight car
rental saw a modest uptick of 7.3% y/y, reaching US$
2.3mnin TH23.

Figure 3: Georgian Railway's revenue, US$ mn
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Georgian Railway's operating expenses surged by 36.0% y/y to
US$ 98.1mn, mostly influenced by elevated employee benefits and
GEL appreciation in TH23, as company's operational expenses are
mostly GEL- denominated. Salary expenses made up almost half
of total expenses, followed by depreciation (14.0% of total),
logistic service charges (11.3% of total) and electricity costs (7.3%
of total) in TH23.

Figure 4: Operating expenses, US$ mn
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The surge in operating expenses led to a 19.3% y/y decline in
EBITDA, totaling US$ 34.9mn in TH23. Consequently, the EBITDA
margin for the period settled at 29.7%, marking a significant
decrease compared to the 42.5% margin achieved in TH22.

Despite a 36.9% y/y decline, the net profit remained substantial
at US$ 33.3mn in 1H23. Net profit performance was
predominantly influenced by higher operating expenses and
decline in net finance income attributed to GEL appreciation,
which reduced revenues from company's FX exposure.

The volume of transported cargo was down 2.4% y/y to 6.7mn
tons in 1H23, reflecting last year's high base. Notably,
transportation volumes in TH23 were 10.6% higher compared to
volumes in TH21.

Transit, which represented 58.4% of total volume, was down 5.9%
y/y to 3.9mn tons in 1H23. This decline can be attributed to
reduced transport volumes from Kazakhstan (down 5.9%y/y to
0.9mn tons) and Turkmenistan (down 34.8% y/y to 0.7mn tons).
These two countries jointly accounted for 41% of the total transit
volumes in TH23, compared to 49% in TH22. Meanwhile, this decline
was partially offset by increased transit from Azerbaijan, with
total transit volumes surging 49.5% y/y to 1.05mn tons, primarily
driven by the transport of oil products in TH23.

Imports, constituting 21.9% of total cargo transportation,
recorded a 10.4% y/y growth to 1.5mn tons in TH23. Growth was
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propelled by increased imports of oil products and coal from
Russia, along with cement clinkers from Azerbaijan.

Exports, which account for 9.0% of total cargo transportation,
exhibited a slight 1.1% y/y decline to 0.6mn tons in 1TH23. The
exports of chemicals & fertilizers and silicon manganese, two of
the largest export categories in TH22, declined by 12.8% y/y and
51.4% y/y, respectively in TH23. However, an increase in exports of
mineral waters to Russia (+15.2% Yy/y) and wheat to Armenia
(+25% vy/y) almost fully compensated the abovementioned
decline, resulting into a slight overall decrease of 1.1% y/y in 1TH23.

Local transportation, which made up 10.7% of total, was down

6.7% y/y to 0.7mn tons in TH23. Downturn was influenced by a

decrease in domestic transportation of manganese ores and

concentrates (-64.0% y/y).

Figure 6: Cargo breakdown by destination, mn tons Figure 7: Cargo breakdown by category, mn tons
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Dry cargo transportation, the largest category with 63.3% share
in total, decreased 7.9% y/y to 4.2mn tons in TH23. The decline was
predominantly attributed to a reduction in demand on chemicals
& fertilizers from western Europe, while other categories of dry
cargo exhibited growth.

« Ores have surpassed chemicals & fertilizers to become the
leading product in dry cargo transportation, with 6.6% y/y
growth to 0.9mn tons in TH23.

« The transportation of chemicals & fertilizers, which was
the primary catalyst for dry cargo growth in 2022, declined
by 27.9% y/y to 0.7mn tons in1H23.

The 8.9% y/y growth in liquid cargo transportation played a vital
role in maintaining steady volumes of total cargo in TH23. GR
transported 2.4mn tons of liquid cargo in TH23, resulting in its
share growing to 36.7% of total in TH23 from 32.9% in 1TH22.

« Liquid cargo is almost entirely composed of oil products,
which continued a remarkable growth of 18.5% y/y to
2.4mn tons in TH23. The growth was propelled by restored
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transit from Azerbaijan and increased imports from

Russia, facilitated by more affordable prices on Russian oil
products.

Figure 8: Cargo transportation by volume, mn tons and % y/y change in TH23
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Eurobond performance
The yield trends of Georgian Railway's Eurobond have been in line
with Georgia's sovereign Eurobonds, with yield on GRAIL 28
standing at 7.3% as of Sep-23. Notably, the spread has narrowed
between GRAIL 28 and GEORGIA 26 bonds, decreasing to 48.5 bps
by the end of August 2023, from the 212.6 bps seen on Nov-11,
2022.
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Disclaimer

This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Bank of Georgia group PLC (‘Group”) solely for informational
purposes and independently of the respective companies mentioned herein. This document does not constitute or form part of, and should not be construed as, an offer or
solicitation or invitation of an offer to buy, sell or subscribe for any securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever
or shall be considered as a recommendation to take any such actions.

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain jurisdictions may be restricted by law. Persons
into whose possession this document comes are required by Galt & Taggart to inform themselves about and to observe any and all restrictions applicable to them. This document
is not directed to, or intended for distribution, directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. The recipients of this document must
make their own investment decisions as they believe appropriate based on their specific objectives and financial situation. When doing so, such recipients should be sure to make
their own assessment of the risks inherent in emerging market investments, including potential political and economic instability, other political risks including without limitation
changes to laws and tariffs, and nationalization of assets, and currency exchange risk.

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or their respective directors, employees,
affiliates, advisers or agents or any other person as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of this document and the
information contained herein (and whether any information has been omitted from this document) and no reliance should be placed on it. This document should not be considered
as a complete description of the markets, industries and/or companies referred to herein. Nothing contained in this document is, is to be construed as, or shall be relied on as legal,
investment, business or tax advice, whether relating to the past or the future, by Galt & Taggart any other member of the Group or any of their respective directors, employees,
affiliates, advisers or agents in any respect. Recipients are required to make their own independent investigation and appraisal of the matters discussed herein. Any investment
decision should be made at the investor's sole discretion. To the extent permitted by law, Galt & Taggart, any other member of the Group and their respective directors, employees,
affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly or indirectly, from any use of this
document or its contents or otherwise arising in connection with this document, or for any act, or failure to act, by any party, on the basis of this document.

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any obligation to update or keep current the
information contained herein. The delivery of this document shall not, under any circumstances, create any implication that there has been no change in the information since the
date hereof or the date upon which this document has been most recently updated, or that the information contained in this document is correct as at any time subsequent to
the date on which it is supplied or, if different, the date indicated in the document containing the same. No representation or warranty, expressed or implied, is made by Galt &
Taggart or any other member of the Group, or any of their respective directors, employees, affiliates, advisers or agents with respect to the accuracy or completeness of such
information.

The information provided and opinions expressed in this document are based on the information available as of the issue date and are solely those of Galt & Taggart as part of its
internal research coverage. Opinions, forecasts and estimates contained herein are based on information obtained from third party sources believed to be reliable and in good
faith, and may change without notice. Third party publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to
be reliable, but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any such data contained in this
document. Neither Galt & Taggart, any other member of the Group, nor their respective directors, employees, affiliates, advisors or agents make any representation or warranty,
express or implied, of this document's usefulness in predicting the future performance, or in estimating the current or future value, of any security or asset.

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its research. As a result, investors should be
aware of a potential conflict of interest that may affect the objectivity of the information contained in this document.

Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any purpose is strictly prohibited.

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic transmission is at risk of the recipient and it is
his/her responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.
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