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Share price (RON) close as of 25/11/2022 11.3 Reuters TTS.BX  Free float 67.7%
Number of shares (mn) 60.0 Bloomberg TTS RO Shareholders Government (0.0%)
Market capitalization (RON mn / EUR mn) 680 /138 Div. Ex-date 24/05/22
Enterprise value (RON mn / EUR mn) 7771158 Target price 14.3 Homepage: https://www.tts-group.ro
Key figures Overview Financial Strength
RON mn 2021 2022e 2023e 2024e 2021 2022e 2023e 2024e
Net sales 598.8 847.5 739.2 754.1 ROE (%) 12.58 27.69 13.86 11.95
EBITDA 141.5 267.0 192.2 196.1 ROCE (%) 10.25 23.34 12.44 11.11
EBIT 79.9 200.7 116.0 109.3 Equity ratio (%) 83.13 79.26 82.55 83.29
EBT 78.9 199.9 113.1 105.3 Net debt (RON mn) 9.21 -29.41 -56.91 -73.32
Net profit 66.4 168.0 95.0 88.5 Gearing (%) 1.39 -3.76 -6.69 -8.02
EPS (RON) 1.11 2.80 1.58 1.47
CEPS (RON) 1.08 0.26 0.30 041 Target price upgrade on the back of better
BVPS (RON) 11.04 13.04 14.18 15.23 fitabilit led to by high tariff di ti
Dividend/Share (RON) 0.30 112 0.63 os9 Profita 'h' y — € fo' y higher tari ds an |(;mova ve
EV/EBITDA (x) 10.27 2,01 3.95 sg4 aPProach to satistying increasing deman
P/E (X) 20.15 4.05 7.16 7.69
PICE (x) 20.71 43.97 37.68 27.94 ; ;
Dividend yield (%) 133 987 5cg 500 1TSS 9M22 resu_lts show the impact of tr_\e company’s
EBITDA i %) ra63 4150 26,00 26.00 remarkable flexible approach to an environment marked
margin (% . . . . . - . . . .
Operating margin (%) 1334 23.68 1569 150 Dy logistic chain disruptions caused by the war in the
Net profit margin (%) 11.09 19.82 12.85 1173 Ukraine and severe drought in the region.
Trading data & Statistics Management has achleyed a hlgh degree of erX|b|I|_ty
Daily averages 5 days 30days  lastyear ~@Nd iNNovation §ucceed|ng in takmg adyaptage of higher
Volume 33,600 23,611 30,779 demand and tariffs and overcoming logistic hurdles.
Trading value (RON mn) 0.4 03 03 Investments — partially funded by the EU — are
52 weeks continuing to increase and improve the fleet and port
10 facilities. Cost increases, especially fuel, are abating,
o partially hedged by tariff adjustment mechanism, while
flexible approach to shipping overcame the challenges
100 created by low water levels. Demand for river transport
-~ and port operations should increase, both in terms of
90 agricultural products, minerals and chemicals, leading to
a solid tariff landscape.
80 In view of the current tariff environment, we adjust our
. forecast — albeit in a continuing conservative manner —
and increase our target price for the company’s shares to
o RON14.35/share and maintain our BUY
—MedLife —BET recommendation on the stock.
According to our conservative forecast model, the
downside remains limited, as we only account for a
return to multi-annual profitability over the long-term.
Performance 12m 6M 3M 1M Nevertheless, even under this type of scenario, the stock
in Ron -4% 19% 15% 13% offers ample upside and potential for appreciation.
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9M22 - better financials across the board

TTS posted 9M22 financial results showing significant increases in top and
bottom lines together with a dramatic improvement in profitability. The
results were helped by the influence of the third quarter that shown solid
growth compared to the second quarter of 2022. The trend was anticipated,
since the war in the Ukraine has increased significantly demand for
alternate routes of transportation and port facilities, however the results
were largely above expectations

Interims results

Qrt. end: Sept 22 Quarterly Reported 9 Mo Sum

RON mn. 3Q21 2Q22 3Q22 yly q/q 9M21 9M22 yly
Revenue 177.0 240.7 261.6 48% 9% 451.0 664.0 47%
EBITDA 50.3 75.3 108.2 115% 44% 112.1 215.0 92%
EBIT 35.9 58.2 89.1 148% 53% 69.7 162.9 134%
Net profit 30.0 49.1 75.0 150% 53% 57.4 136.3 138%

Source: Company Data, Erste Group Research.

9M22 revenues increased by 47% compared to the first nine months of the
previous year and 77% compared to the first nine months of 2020. At the
same time, operating costs increased only 31% vs. 9M21 and 52% vs.
9M20. Operating profits grew more than double compared to the previous
year and more than triple compared to two years ago. At the same time,
net profit increased by 138% compared to 9M21 and by 282% vs. 9M20.
EBITDA evolution was similar, it doubled vs the previous year, and jumped
156% vs. 2020.

(mn. RON) 3Q22 3Q21 chng. 2Q22 chng. 3Q20 chng. 9M22  9M21 chng. 9M20 chng.

Total revenues 261.6  177.1 47.7% 240.7 8.7% 125.8 107.9% 664 451  47.2% 375.9 76.6%
Materials -30.2 -22 37.3% -33.6 -10.1% -15.7  92.4% -91 -56.7  60.5% -52.7 72.7%
COGS 7.1 -14.2  -50.0% -10.2  -30.4% -1.4 407.1% -26.4 -38.7 -31.8% -10.3 156.3%
Depreciation -19.1 -14.4  32.6% -17.1 0 11.7% -13.1  45.8% -52.1 -42.3  23.2% -37.9 37.5%
Subcontr. -80.8 -62.8 28.7% -88  -8.2% -47.9  68.7% -231  -1526 51.4% -139.7 65.4%
Wages -31.3 -25.1  24.7% -2565  22.7% -235 33.2% -83 -72.8  14.0% -70.3 18.1%
Other exp. -10.5 -10.8  -2.8% -9.8 7.1% -9.9 6.1% -32.4 31 45% -31.2 3.8%
Gains/losses 6.5 79 -17.7% 1.7 282.4% 6.9 -5.8% 14.8 12.8  15.6% 12.3 20.3%
Operating expenses -1725 -1414 22.0% -1825 -55% -104.6 649% -501.1 -381.3 31.4% -329.8 51.9%
Operating profit 89.1 35.7 149.6% 58.2 53.1% 21.2 320.3% 162.9 69.7 133.7% 46.1 253.4%
Fin. Rev. 0.4 03 33.3% 0.7 -42.9% 1.3 -69.2% 0.8 -0.1 -900.0% -0.1 -900.0%
Fin. Costs -0.9 -0.5 80.0% -1 -10.0% -1.8  -50.0% -2.6 -14  85.7% -2 30.0%
Net fin. -0.5 -0.2 150.0% -0.3  66.7% -0.5 0.0% -1.8 -1.5  20.0% -2.1 -14.3%
PBT 88.6 35.5 149.6% 57.9 53.0% 20.7 328.0% 161.1 68.2 136.2% 44 266.1%
Tax -13.6 -5.6 142.9% -8.8 54.5% -3.9 248.7% -24.8 -10.8 129.6% -8.3 198.8%
Net Income 75 29.9 150.8% 49.1 52.7% 16.8 346.4% 136.3 57.4 137.5% 35.7 281.8%
Net margin 28.7% 16.9% 20.4% 13.4% 20.5% 12.7% 9.5%

EBITDA 108.2 50.1 116.0% 753  43.7% 34.3 215.5% 215 112 92.0% 84 156.0%
EBITDA margin 41.4%  28.3% 31.3% 27.3% 324% 24.8% 22.3%

Source: TTS, Erste Group Research

On a quarterly basis, the growth trend appears just as significant. Total
revenues grew 48% y-o0-y, with operating and net profits increasing by
150% Vs. the very strong previous quarter revenues spiked by 9% while
operating and net profit increased by 53%.
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Revenues and profitability (RON, mn, %)
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Segment analysis - TTS Group

Overall, the volumes transported by the TTS Group declined by 17.1%
during the first nine months of the year compared to the same period of last
year. On a quarterly basis, the volumes during 3Q22 were almost 40%
lower compared to the same period of one year ago, and they decreased
by almost 31% compared to the previous quarter.

The most significant changes in transported volumes were caused by the
impact of the war in the Ukraine, with severe disruptions in the
transportation of minerals chemicals and agricultural products. Minerals’
volumes from Russia and the Ukraine were curtailed leading to a decline of
almost 26% in volumes over the first nine months of 2022 vs. the first nine
months of 2021. At the same time, chemical products’ volumes declined by
about 20%. The increase in volumes over the first nine months was
represented by agricultural exports coming from the Ukraine and
transported over the Danube. These products increased in volume about
9% over the first nine months of the year.

On a quarterly basis, the most revealing trend is that of g-o-q evolution. Vs.
3021, volumes have shown a similar trend to that of the nine months
results with the exception of agricultural products which have declined y-o-y
by 13%. Also vs. the previous quarter, all business segments show
considerable decline with the exception of agricultural products which grew
9% g-o0-q.

TTS Group, transported volumes (mn. TTS Group, transported volumes (mn.
tons) tons)
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Source: TTS, Erste Group Research

In terms of port operations, the TTS Group recorded increasing volumes
overall during the first nine months of 2022. Agricultural products volumes
increased by 5%, minerals’ volumes remained flat and chemical products
volumes grew by 5%. On a quarterly basis, port operations in agricultural
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volumes declined by 16% compared to 3Q21, however jumped significantly
g-0-q vs 2Q22, by 44%. The rest of segments have exhibited slight
declines compared to 3Q21, but a more significant drop g-o-q. While
minerals volumes dropped by 40%, lower availability of chemical products
caused by the war led to a decline of these volumes by 41% compared to
the second quarter of the year.

TTS Group, port operated volumes (mn. TTS Group, port operated volumes (mn.
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Source: TTS, Erste Group Research

River transport types of contracts (mn.

31% — 9M21 9M22

u TTS shipping, TTS river transport
m TTS river transport direct
B TTS shipping, 3rd party river transp.

Source: TTS, Erste Group Research

In terms of river transport, the share of volumes shipped by TTS Group and
transported by members of the group have declined with the increased
usage of other transporters. The share of contracts between the Group’s
transportation segment and third parties have remained largely unchanged.

In the port operations segment, both the share of TTS contracted volumes
with members of the group and by port operations subsidiaries contracted
directly has increased, while the share of contracts between TTS Group

and third parties has declined in terms of share of total operated volumes.

tons) Port operations types of contracts (mn. tons)

45.5%

T 4.9% 55.7%
ImM21 9m22

B TTS shipping, 3rd party port ops. B TTS port ops. direct
u TTS shipping, TTS port ops.

Forwarding segment —river transport

In the forwarding segment, the volumes shipped via river transport have
recording similar trends as those of the consolidated TTS Group figures.
The main drivers for the evolution of this segment were

B the reduction in demand for river transport of minerals on the back
of the decreasing flows of raw materials for the steel industry in the
Ismail — Galati segment and the flow of bauxite for the alumina
plant in Tulcea.

decline in demand for transport of chemicals

the increase in 3Q22 of demand for transport services for
agricultural products, on the back of continuation of grain flows
from Ukraine.

Erste Group Research — Company Update

Page 4



Erste Group Research — Company Update
Transport Trade Services SA | Ind. Transportation | Romania

29 November 2022

Shipping segment, river transported Shipping segment, river transported

volumes (mn. tons)

34.1%
2 9.2%

15
0- I I
0

Agr. Prod.

[1, =Y

m9M21 =9M22

Source: TTS, Erste Group Research

Shipping segment, river transport avg tariffs

(RON/ton)
120.00 97.5%
100.00
80.00 76.3%
60.00
40.00
20.00 l
0.00
Agr. Prod.

= 9M21 = 9M22

Source: TTS, Erste Group Research

volumes (mn. tons)
1.4

1.2
1

0.8
0.6
w & bl 1l
B o || alnnl.

Chem. Prod Agr. Prod. Chem. Prod

11Q21 =2Q21 =3Q21 =1Q22 =m2Q22 =3Q22

At the same time, the most important evolution was registered by the tariffs
charged by the forwarding segment for river transport. On a nine months
basis, the average transportation tariffs for agricultural products have
grown by 98%, while tariffs for mineral products increased by 76% and
those for chemical products by 37%. On a quarterly basis, the largest
increase g-o0-q has been registered by agricultural products, these tariffs
seeing a g-o-q growth of 76%, minerals by 38% and chemicals by 66%.

Shipping segment, river transport avg. tariffs
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Overall, the combination of lower overall volumes but higher tariffs led to
higher revenues for this segment, over the first nine months, revenues
jumped overall by 48%, led by the growth in agricultural revenues by 136%,
minerals by 16% and chemical products by 12%.
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Forwarding segment — port operations

The port operations volumes booked by the shipping segment have
experienced modest decline across the board on a nine month basis.
During the 3Q22, agricultural product port operations has jumped g-o-q,
while the rest of the items declined quite significantly, almost by half. The

Erste Group Research — Company Update

Page 5



Erste Group Research — Company Update
Transport Trade Services SA | Ind. Transportation | Romania
29 November 2022

14
1.2

-

0.8
0.6

0.2

explanation for the overall decline lays in the increase in volumes
contracted directly by the port operations segment, without the
intermediation of the shipping segment, in the context of the conflict in the
Ukraine, together with the overall decline in demand for minerals and
chemical products.

Shipping segment, port ops. volumes
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At the same time, the tariffs for these operations grew significantly over the
last nine months, as demonstrated by the chart below, with the largest
increases being recorded in the mineral segment, especially during 3Q22.
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As a consequence, the revenues of the shipping segment port operations
grew most — almost double — in minerals, with chemicals growing by about
1% the agricultural products by 12%. The largest increase in revenues on a
quarterly basis was posted by the agricultural segment which showed more
than double revenues vs. 2Q22.
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Segment analysis —river transport segment

During 9M22, the river transport segment has recorded similar trends with
the group, seeing increased volumes of agricultural product from the
Ukraine and declining volumes of minerals on Ismail-Galati and Tulcea,
while chemicals have also declined, influenced by economic sanctions
imposed on Russian fertilizers.

River transport volumes evolution (mn. River transport volumes evolution (mn.
ton) ton)
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In terms of freight (distance and volumes) the amounts have decreased in
all areas, both in agricultural and minerals and in chemical products. The
impact of the short-distance transport of the goods from Ukrainian river
ports to the Constanta port has been mostly responsible for this decline
together with suboptimal navigations conditions.
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Higher tariffs in the river transportation segment led to increasing revenues
in all the areas. Thus, over the first nine months of 2022 agricultural tariffs
registered the highest increase among all types of products, with almost
162% growth vs. 9M21. Minerals tariffs grew by 64% and chemical
products tariffs by 33%. The trend was manifest especially during the third
quarter of 2022, when agricultural tariffs grew by almost 133% compared to
the previous quarter, and minerals and chemical tariffs increased by more
than 52% g-o0-g. Average tariffs were propped by the activation of
Bunkering Adjustment Fees (sharing risks of fuel price increases) and Low
Water Surcharge (tariff adjustments on the back of suboptimal barge
loading degrees due to low water level on the Danube.
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River transport tariff evolution River transport tariff evolution
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Consequently, revenues spiked considerably during the period, with the
most explosive growth being recorded by agricultural products revenues
which advanced by about 126% during 9M22 y-o0-y and during 3Q22 by
110% g-0-q. At the same time, the impact of the low volumes of 3Q22 led
to a g-0-q decline in revenues vs. 2Q22 of 35% in the minerals segment
and of 51% in the chemicals segment.
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Segment analysis — port operations segment
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In the port operations segment overall volumes remained flat during 9M22
vs. 9M21. This was the impact of opposing overall trends in agricultural
products and minerals and chemicals respectively. Thus, over the first nine
months of the year, overall agricultural products port operations volumes
increased by 4%, while minerals declined by 19% and chemicals grew by
9%. This trend was mostly due to the high basis of agricultural operations
in 3Q21 vs. the low basis for minerals and chemicals during the same
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quarter. During 3Q22, however the trend reversed and agricultural
products’ volumes grew by 42% g-o-q, while the other segments declined
drastically.
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The port operations tariff evolution registered double digit tariff increases in
9M22 vs. 9M21, for agricultural products with tariffs growing by 9%, and
chemicals by 13% and minerals tariffs by 25%. Vs. the previous quarter
though, tariffs were higher overall, with agricultural tariffs higher by 10%
and the rest by about 35% each. Consequently, overall 9M revenues have
grown by 19% with the sharpest increases in agricultural and chemical
products. On a quarterly basis, revenues were 20% higher in 3Q22
compared to 3Q22, due to the rebalancing of revenues deriving from
agricultural products vs the other products, both as volumes and as tariffs.
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TTS Group cost structure evolution (RON, mn.)
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Cost breakdown

Percentage of revenues 3Q22 3Q21 2Q22 3020 9M22 9M21  9M20
Materials 11.5% 12.4% 14.0% 125% 13.7% 12.6% 14.0%
COGS 2.7% 8.0% 4.2% 1.1% 4.0% 8.6% 2.7%
Depreciation 7.3% 8.1% 7.1% 10.4% 7.8% 9.4% 10.1%
Subcontr. 30.9% 355% 36.6% 38.1% 348% 338% 37.2%
Wages 12.0% 14.2% 10.6% 18.7% 125% 16.1% 18.7%
Other exp. 4.0% 6.1% 4.1% 7.9% 4.9% 6.9% 8.3%
Gains/losses 25% -45% -07% -55% -22% -28% -3.3%

Source: TTS, Erste Group Research

On a group level, 9M total costs have grown much less than revenues, both
on a quarterly and on a half year basis. The main cost items on group level
remain unchanged, with subcontractor expenses, wages, and materials
(including fuel) the main cost items.

On a more detailed segment analysis, as in the table below, appear the
trends that influenced the most the profitability of the company. Thus, it is
apparent, in the river transport segment the important impact of fuel costs,
that contributed to making the materials cost item 19%, of segment
revenues, compared to 33% of segment revenues, and 21% the same
quarter of last year. This occurred with the help the bunkering fee
adjustment described above, and due to the shorter average freight route
during the period. We assume this is due to the declining number of empty
barge trips that had to be performed, trips that are not covered by the
bunkering fee arrangement.

In terms of subcontractors, another important cost item, it is apparent that
during the third quarter of the year, the share of subcontractors’ fees
declined as a percentage of revenues in all business segments as
generally the jump in revenues was mostly on the back of higher tariffs on
declining volumes, reducing the need for subcontractor services. The same
dynamic was present in the evolution of wages as a percentage of
revenues.

Proportion of cost items in segment revenues
Forwarding River Transp. Port Ops. Other
1021 2Q21  3Q21 1Q22 2Q22 3Q22 [1Q21 2Q21 3Q21  1Q22 2Q22 3Q22 |1Q21 2Q21 3Q21 1Q22 2Q22 3Q22 [1Q21 2Q21 3Q21  1Q22 2Q22  3Q22
Revenue 100% 100%  100% 100% 100%  100% 100%  100%  100% 100%  100%  100% 100%  100%  100% 100%  100%  100% 100%  100%  100% 100%  100%  100%
COGS 00% -01% -0.3% 0.0% 0.0% 0.0%| -01% -03% -05% -03% -02% -0.1% 0.0% 0.0% 0.0% 0.3% 0.0%  -0.2%| -59.7% -59.6% -58.3% -522% -51.4% -49.1%
Consumables 0.0% -0.1% 0.0% 0.0% 0.0% 0.0%| -19.2% -20.6% -21.1% -14.7% -33.3% -18.6%| -8.9% -9.8% -10.3% -10.3% -129% -10.1%| -1.0% -1.0% -4.8% -128% -47% -8.2%
Depreciation -07% -08% -06% -06% -04% -03%| -12.1% -121% -11.4% -141% -10.0% -10.0%| -20.8% -17.1% -11.7% -154% -15.6% -12.3%| -33% -21% -26% -32% -29% -4.0%
Packaging 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%)
Subcontractors| -87.4% -89.5% -88.1% -88.1% -85.7% -81.4%| -32.4% -314% -30.1% -314% -228% -22.2%| -19.3% -18.8% -14.6% -16.4% -156% -14.6%| -44% -162% -121% -13.1% -14.7% -17.5%
Wages 22% -27% -20% -23% -16% -15%| -18.1% -18.3% -17.4% -19.8% -13.9% -13.6%| -26.7% -242% -17.6% -22.3% -25.3% -21.0%| -25.7% -7.7% -12.2% -15.8% 1.5% -19.3%
Electricity 0.0% 0.0% 0.0% -0.1% 0.0% 0.0%| -0.4% -02% -02% -0.7% -02% -0.2%| -4.0% -24% -27% -65% -29% -22%| -26% -0.7% -09% -37% -1.3% -1.2%
Repairs -06% -1.0% -03% -03% -04% -04%| -3.0% -57% -40% -49% -25% -25%| -54% -81% -56% -38% -6.0% -6.9% -09% -05% -0.7% -05% -0.5% -0.8%
Other exp -17%  -22%  -14% -14% -05% -0.4%| -3.6% -32% -32% -31% -26% -21%| -126% -104% -7.6% -87% -84% -6.9%| -33% -32% -35% -47% -43% -4.9%
Other gains 2.6% 2.4% 2.9% 2.4% 2.4% 3.6%) 3.9% 8.6% 10.1% 5.8% 2.8% 2.7%) 1.1% 1.1% 0.4% 4.3% 0.7% 1.2%) 6.1% 3.9% 6.9% 16.9% -3.6% 16.7%|
Other losses -15%  -2.0% -24%  -21%  -12% -18%| -15% -85% -33% -15% -1.0% -1.4%| -1.0% -07% -04% -10% -1.0% -0.7%| -35% -19% -40% -2.6% -10.4% -12.1%
Total expenses| -92% -96% -92% -92% -87% -82%) -87% -92% -81% -85% -84% -68%) -98% -90% -70% -80% -87% -74%) -98% -89% -92% -92% -92%  -101%)
Op profit 8% 4% 8% 8% 13% 18% 13% 8% 19% 15% 16% 32%j 2% 10% 30% 20% 13% 26%) 2% 11% 8% 8% 8% -1%)

Source: TTS, Erste Group Research

Balance sheet

The company continues to have a very low gearing, with net debt below
historical levels despite a marginal increase in long term debt,
compensated by the large increase in cash and equivalents.

(RON, mn.) 2018 2019 2020 2021 9M22
Cash & equivalents 38.9 62.4 55.2 58.9 125.2
ST Debt 541 62.9 50.8 41.3 327
LT Debt 64.2 46.1 231 26.8 44.9
Net Debt 79.4 46.6 18.7 9.2 -47.6
Net Debt to EBITDA 1.10 0.38 0.16 0.07 -0.18

Source: TTS, Erste Group Research
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War in the Ukraine, operational achievements and investments

During 3Q22, market conditions stabilized and were supported by the
inflow of grain exported by Ukraine, causing a sharp increase in demand of
transportation and port services operations, exceeding available capacities.
At the same time, the minerals and chemicals volumes transiting the port of
Constanta increased, as a result of changes in logistic chains arising from
the impact of the war in Ukraine.

The main factors impacting volumes of operations were:

Increased demand for agricultural goods transport from the Ukraine
Disappearance of flows of steel raw materials to Ismail-Galati route
Disappearance of flows of bauxite for alumina plant in Tulcea route
Severe drought, worst in almost 20 years, leading to interruption of
navigation on a main area of the Danube for 40 days
Unexpectedly low level of cereal crops from Romania

The company managed to address these issues with a high degree of
flexibility by introducing an array of innovative measures:

B Operationalizing two buoy terminals in the port of Constanta, in
July and September, eliminating for the company the constraints of
lack of availability of port operation facilities. Thus, loading and
unloading of maritime vessels was carried out at sea, through
direct transhipment. This innovative approach eliminated potential
bottlenecks caused by limited storage capacity in the port of
Constanta, by eliminating entirely the storage component of the
logistic chain. Also, this innovation allowed a better load of barges
downstream of the river blockage area on the Danube and
dramatically improved waiting times for barges’ unloading
operations

B Replacing of the river flows interrupted by drought with newly
established railway/river transportation logistic chains

B Investment in continuous ship modernization and re-certification,
leading to capacity increase and covering barges, allowing for
multi-purpose transportation capabilities

Dividend distribution

During 9M22, the company has distributed an amount of RON17.85mn as
dividends, for close to 27% pay-out ratio of 2021 consolidated profit. It has
also distributed an extraordinary dividend consisting in 1 new share for
each share held by shareholders.

Forecasts: adjusting for ST trends, maintaining
conservative outlook

The impact of the war in Ukraine, has thus far materialized in shifts in
volumes on the main cargo segments of the company. While metals and
chemicals were impacted negatively overall, agricultural products have
seen a significant volume growth. At the same time, tariffs were overall
higher than before the war.
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The last quarter of the year should register the following impact on main
company drivers:
B Increase in existing stocks of raw materials’ transportation from
Constanta Port to Smederovo
B Increasing flows of energy coal on the back of renewed demand
from coal-firing power plants
B Stagnant flows of agricultural products on the back of weak
harvests in Romania, Hungary and Bulgaria and lack of exports
from Serbia
Continuation of higher flows of grain from the Ukraine
Better sailing conditions of the Danube, short of multi-annual
levels, however better than during 3Q22

The last quarter of the year should continue to see high demand for
transportation and port operations services due to pent up demand and a
resuming of certain flows under on reconfigured routes. Agricultural exports
from Serbia and Hungary should continue the weak trend of 3Q22 while the
company is preparing for a continuous demand for transportation of energy
coal on the back of resumption of coal generated power in Europe.

With demand for agricultural products continuing to outstrip capacity, 4Q22
volumes should be at capacity and tariffs should continue in line with the
third quarter of the year. At the same time, the water levels in the Danube
are forecast to start rising again in 4Q22, with beneficial impact on barge
traffic and load factors.

We have thus adjusted our forecasts regarding the remainder of the year,
in terms of volumes and tariffs. Conservatively, we do not project any
organic growth in tariffs, with 2023 seeing declines in tariffs for certain
business segments and only a growth below inflation in others as depicted
below. We did not account for the impact of the potential increase in the
fleet of TTS, of modernization of existing assets and the impact of the EU
programs targeted at increasing traffic on the Danube, or the potential
longer routes of goods resourced from the Ukraine and Russia to other
suppliers.

In terms of costs, we forecast a higher increase in costs with personnel,
and inputs, accounting for a growing of one third of the share of costs
including fuel and energy for the year. This is indeed a conservative
assumption considering the costs of fuel are largely hedged and electricity
costs are negligible as a share of total costs. We also accounted for a large
increase in costs with third parties arising from using other transporters or
port operators.

Summary drivers, forecasts and financials for forwarding
segment

Forwarding river transport volumes (mn. ton, column) & avg. tariffs

(RON/ton, line, rhs)

Forwarding port ops volumes (mn. ton, column) & avg. tariffs
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Source: TTS, Erste Group Research
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Summary drivers, forecasts and financials for river transport
segment

River freight (bn. ton*km, column) & avg. tariffs (RON/ton*km, line,

rhs)
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Source: TTS, Erste Group Research
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Summary drivers, forecasts and financials for port operations

segment
Port ops volumes (mn. ton) & avg. tariffs (RON/ton, line, rhs) Port ops by contract type (mn. ton)
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Source: TTS, Erste Group Research
Total gross revenues port op. segment (RON, mn.) Port operations cost structure (RON, mn.)
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Source: TTS, Erste Group Research
Summary consolidated financials
Income statement
Revenues and costs
As we describe in detail above, we forecast conservatively in terms of
volumes and tariffs on the back of existing trends, while accounting for

growth in costs of input, personnel and third parties.

Consolidated net revenues (RON, mn.)

1000
Consolidated net expenses (RON, mn.)
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Source: TTS, Erste Group Research

Erste Group Research — Company Update Page 14



Erste Group Research — Company Update
Transport Trade Services SA | Ind. Transportation | Romania

29 November 2022

2020
800
700
600
520
500
400
300
200
100
0 459 3 91 mm
Exp. Tax
Rev. Net fin. N. Profit

Source: TTS, Erste Group Research

800
700
600
500
400
300
200
100

599

Rev.

Exp. Tax

Consolidated net expenses (RON, mn.)
900

800 |
700 —

600

500 —

400

300
200
100

0

2020 2021 2022e 2023e 2024e 2025e 2026e 2027e

mMerch. sold minputs = Depreciation ®mSubcontractors ' Payroll ®mMaintenance Other

Source: TTS, Erste Group Research

Profitability

Profitability during last quarter of 2022 should continue in line with 9M22
and even improve during the rest of the year. Under our conservative
assumptions, the profitability of 2023 will largely decline vs 2022, on the
back of higher revenues, but higher costs as well. We acknowledge that in
absence of a speedy resolution of the war in the Ukraine tariffs may
continue to grow and some of the new routes may persist even after the
cessation of hostilities, thus pointing to a more optimistic company
profitability than our current forecasts.

2021 2022e 2023e
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800 800 ;a9
700 700
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400 400
300 300
200 646 3 ? 200
s 2 I3 - 102 l 102 621 5 g7 -
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Tax
Net fin. N. Profit Rev. Net fin. N. Profit Rev. Net fin. N. Profit

Balance sheet

The company has a low degree of indebtedness with the majority the debt
in short term instruments and we do not forecast a large increase in
gearing over the next period, under current investment needs. Subsequent
acquisitions may increase gearing; however they would come with
additional income and cash generation capabilities.
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Balance sheet breakdown
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(RON, mn.) 2018 2019 2020 2021 9M222022e  2023e  2024e  2025¢  2026e
Cash & equivalents 38.9 62.4 55.2 58.9 125.2 133.1 157.9 185.2 2185 255.0
ST Debt 541 629 508 413 327 432 377 385 412 434
LT Debt 642 461 231 268 449 509 444 452 484 511
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Source: TTS, Erste Group Research

Cash flow

Operating cash flow generation is amply capable of sustaining the current
level of CAPEX and dividend payments. Going forward, non-organic growth
spurs may hike investing cash flow and increase needs for financing,
however we expect the company to be able to continue its dividend policy
without incurring significant financial burden.
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Conservative profitability assumptions

We reiterate our conceptual approach of trying to eliminate the downside
risk to our valuation and target price by adopting profitability assumptions
that err on the conservative side and establish a floor for the company’s
valuation. This is evident in our margin forecast, where, after the level of
2022 (itself a conservative assumption considering the potential of the last
quarter of the year) we do not account for the clear perspective of margin
expansion on the back of tariff and volume expansion and tariff in-built cost
growth hedges.
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9M22 results validate our YE forecast

Compared to previous years, our YE forecast is congruent with top and
bottom line and to the profitability evolution during the first nine months of
the year. Even more, we are erring on the side of caution, with current
trends pointing to a fourth quarter of the year more in line with 3Q22 rather
than the whole first nine months of the year.
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VALUATION

DCF valuation
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The assumptions of the DCF valuation are:

B Sales growth and margin levels as per our assumptions discussed

above, sales growth in perpetuity is 3%, significantly below inflation

levels.

Risk free rate of 8.5% till 2026 and 5% in perpetuity

Equity risk premium of 7.45% during the next five years and 7% in

perpetuity

Debt premium of 1%

68% equity — at market price — of total liabilities and equity on the

Balance Sheet — a level that we consider congruent with the

characteristics of the company, at an optimum debt level

Terminal value growth at 2.5%, roughly half of forecasted inflation

EBIT margin in perpetuity of 13%, lower than historical levels (24%

in 2022e, 13.3% in 2021, 12% in 2020, 12.5% in 2019)

B Organic CAPEX at levels congruent with historical averages - We
have assumed going forward a CAPEX yearly sum of RON120mn
—inreal terms
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TTS DCF valuation
WACC calculation

2022e 2023e 2024e 2025e 2026e  2027e TV
Risk free rate 8.5% 8.5% 8.5% 8.5% 8.5% 5.0%
Equity risk premium 7.5% 7.5% 7.5% 7.5% 75% " 7.0%
Beta 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 16.0% 16.0% 16.0%  16.0% 16.0% 12.0%
Cost of debt 9.5% 9.5% 9.5% 9.5% 9.5% 6.0%
Effective tax rate 16.0% 16.0% 16.0% 16.0% 16.0% 16.0%
After-tax cost of debt 8.0% 8.0% 8.0% 8.0% 8.0% 5.0%
Equity w eight 70% 70% 70% 70% 70% 68%
WACC 13.6% 13.6% 13.6% 13.6% 13.56% 9.77%
DCF valuation
(RON mn) 2022e 2023e 2024e 2025e 2026e 2027e TV
Sales growth ¥ 415% -12.8% 2.0% 7.0% 5.4% 3.0%
EBIT 201 116 109 112 112 116
EBIT margin 23.7% 15.7% 14.5% 13.9% 13.1% 13.0%
Tax rate 16.0% 16.0% 16.0%  16.0% 16.0% 16.0%
Taxes on EBIT -32.1 -18.6 -17.5 -17.9 -17.9 -18.6
NOPLAT 168.6 97.4 91.8 94.2 94.0 97.9
+ Depreciation 66 76 87 98 109 153
Capital expenditures / Depreciation 181.1% 165.2% 152.5% 142.1% 133.4% 100.0%
+/- Change in w orking capital 27 -8 1 4 3 -9
Chg. working capital / chg. Sales 11.0% 7.1% 7.1% 7.1% 7.1% -20.0%
- Capital expenditures -120.0 -126.0 -132.3  -138.9 -145.9 -153.2
Free cash flow to the firm 142.2 40.0 47.3 56.8 60.6 88.8
Terminal value growth 2.5%
Terminal value 1,251.9
Discounted free cash flow - June 30 2022 125.2 31.0 32.3 34.2 321 646.7
Enterprise value - June 30 2022 901
Minorities 106
Non-operating assets 0
Net debt (incl. lease liabilities) 27
Other adjustments 0
Equity value - (RON bn) June 30 2022 768.5
Cost of equity 12.0%
Fair value, RONmn 860.7
Number of shares outstanding (mn) 60.0
Fair value per share, RON 14.35
Share price 11.36
Upside/downside Official NAV (%) 26.28%
Enterprise value breakdown
Sensitivity (Equity value - RON mn)
Terminal value EBIT margin
12.0% 12.5%  13.0% 13.5% 14.0%
O 8.8% 15.08 15.68 16.27 16.86 17.46
d':;/a& ) O 9.3%| 14.14 1469 1524 15.79 16.33
period %‘: 9.8% 13.32 13.83 14.35 14.86 15.37
28% 10.3% 12.61 13.09 13.57 14.05 14.53
10.8% 11.99 12.44 12.89 13.34 13.79
PV of .
terminal Terminal value growth
value 1.5% 2.0% 2.5% 3.0% 3.5%
8.8% 14.35 15.24 16.27 17.48 18.92
8 9.3% 13.57 14.35 15.24 16.27 17.48
< 9.8% 12.89 13.57 14.35 15.24 16.27
= 10.3% 12.28 12.89 13.57 14.35 15.24
10.8% 11.74 12.28 12.89 13.57 14.35

Source: Erste Group Research
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Company description
TTS is the premier river transportation and port operations provider in the Danube Basin and the Constanta Port
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Disclaimer

This investment research (the "Document”) has been prepared by Erste Group Bank AG or any of its consolidated subsidiaries
(together with consolidated subsidiaries "Erste Group") independently and objectively for the purpose of providing additional
economical information about the analyzed company or companies. The Document is based on reasonable knowledge of Erste
Group's analyst in charge of producing the Document as of the date thereof and may be amended from time to time without
further notice. It only serves for the purpose of providing non-binding information and does not constitute investment advice or
investment recommendations. This Document does not constitute or form part of, and should not be construed as, an offer,
recommendation or invitation to subscribe for or purchase any securities, and neither this Document nor anything contained
herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of
a security or financial product in a trading strategy. All information, analysis and conclusions provided herein are of general
nature. This Document does not purport to provide a comprehensive overview about any investment, the potential risks and
results nor does this Document take into account any individual needs of an investor (the "Investor") in relation to proceeds, tax
aspects, risk awareness and appropriateness of the security or financial product. Therefore, this Document does not replace
any investor- and investment-related evaluation nor any comprehensive risk disclosure; any security or financial product has a
different risk level. Performance charts and example calculations do not provide any indication for future performance of the
security or the financial product. Information about past performance does not necessarily guarantee a positive development in
the future and investments in securities or financial products can be of risk and speculative nature. The weaker the Company's
credit-worthiness is, the higher the risk of an investment will be. Not every investment is suitable for every investor. Therefore,
Investors shall consult their advisors (in particular legal and tax advisors) prior to taking any investment decision to ensure that —
irrespective of information provided herein — the intended purchase of the security or financial product is appropriate for the
Investor's needs and intention, that the Investor has understood all risks and that, after due examination, the Investor has
concluded to make the investment and is in a position to bear the economical outcome of such investment. Investors are
advised to mind the client information pursuant to the Austrian Securities Supervision Act 2018. Investment research is
produced by Erste Group's division for investment research within the framework provided by applicable laws. The opinions
featured in the equity and credit research reports may vary. Investors in equities may pursue different interests compared to
those of investors on the credit side, related to the same issuer. The analyst has no authority whatsoever to make any
representation or warranty on behalf of the analyzed Company, Erste Group, or any other person. While all reasonable care has
been taken to ensure that the facts stated herein are accurate and that the forecasts, opinions and expectations contained
herein are fair and reasonable, Erste Group (including its representatives and employees) neither expressly nor tacitly makes
any guarantee as to or assumes any liability for the up-to-dateness, completeness and correctness of the content of this
Document. Neither a company of Erste Group nor any of its respective managing directors, supervisory board members,
executive board members, directors, officers or other employees shall be in any way liable for any costs, losses or damages
(including subsequent damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on this
Document. Erste Group, associated companies as well as representatives and employees may, to the extent permitted by law,
have a position in the securities of (or options, warrants or rights with respect to, or interest in the financial instruments or other
securities of) the Company. Further, Erste Group, associated companies as well as representatives and employees may offer
investment services to the Company or may take over management function in the Company. This Document has been
produced in line with Austrian law and for the territory of Austria. Forwarding this Document as well as marketing of financial
products described herein are restricted or interdicted in certain jurisdictions. This, in particular, applies to the United States,
Canada, Switzerland, Australia, Korea and Japan. In particular, neither this Document nor any copy hereof may be taken or
transmitted or distributed, directly or indirectly, into the United States or to US Persons (as defined in the U.S. Securities Act of
1933, as amended) unless applicable laws of the United States or certain federal states of the United States provide for
applicable exemptions. Any failure to comply with these restrictions may constitute a violation of the laws of any such other
jurisdiction. Persons receiving possession of this Document are obliged to inform themselves about any such restrictions and to
adhere to them. By accepting this Document, the recipient agrees to be bound by the foregoing limitations and to adhere to
applicable regulations. Further information may be provided by Erste Group upon request. This Document and information,
analysis, comments and conclusions provided herein are copyrighted material. Erste Group reserves the right to amend any
opinion and information provided herein at any time and without prior notice. Erste Group further reserves the right
not to update any information provided herein or to cease updates at all. All information provided in this Document is non-
binding. Misprints and printing errors reserved. This document is only made to or directed at investment professionals (as that
term is defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial promotion) Order 2005 (“FPO”)) or to
persons for whom it would otherwise be lawful to distribute it. Accordingly, persons who do not have professional experience in
matters relating to investments should not rely on this document.

If one of the clauses provided for in this disclaimer is found to be illicit, inapplicable or not enforceable, the clause has to be
treated separately from other clauses provided for in this disclaimer to the largest extent possible. In any case, the illicit,
inapplicable or not enforceable clause shall not affect the licitness, applicability or enforceability of any other clauses.
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Important Disclosures

THIS DOCUMENT MAY NOT BE TAKEN, TRANSMITTED OR DISTRIBUTED INTO THE UNITED STATES, CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN OR TO ANY U.S. PERSON OR TO ANY INDIVIDUAL OUTSIDE CANADA,
AUSTRALIA, SWITZERLAND, KOREA OR JAPAN WHO IS A RESIDENT OF THE UNITED STATES, CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN OR TO THE PRESS IN THESE COUNTRIES.

General disclosures

All recommendations given by Erste Group Research are independent, objective and are based on the latest company, industry and other general
information publicly available which Erste Group Research considers being reliable; however, we do not represent or assume any liability for the
completeness of accuracy of such information or our recommendation. The best possible care and integrity is used to avoid errors and/or misstatements.
No influence on the rating and/or target price is being exerted by either the covered company or other internal departments of Erste Group. Each research
drawn up by an analyst is reviewed by a senior research executive or agreed with a senior analyst/deputy (4-eyes-principle). Erste Group has
implemented extensive Compliance Rules on personal account dealings of analysts (please see “Conflicts of Interest”). Analysts are not allowed to
involve themselves in any paid activities with the covered companies except as disclosed otherwise. No part of their compensation was, is, or will be
directly or indirectly related to the specific recommendation(s) or views expressed by them contained in this document. Erste Group may engage in
transactions with financial instruments, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In
addition, others within Erste Group, including strategists and sales staff, may take a view that is inconsistent with that taken in this research report.

Conflicts of interest

Disclosures of potential conflicts of interest relating to Erste Group Bank AG, its affiliates or branches and its relevant representatives and employees with
respect to the issuers, financial instruments and/or securities forming the subject of this document are updated daily.

An overview of conflicts of interest for all analysed companies by Erste Group in Research is provided under the following link:
Disclosure (erstegroup.com).

Erste Group Bank AG ensures with internal policies that conflicts of interest are managed in a fair and reasonable manner. The overview on policies
regarding ,Managing Conflicts of Interest in Connection with Investment Research® is provided under the following link:
https://produkte.erstegroup.com/Retail/de/PDF/Umgang mit Interessenskonflikten/index.phtml.

The distribution of all recommendations and the distribution of recommendations in relation to which investment services have been provided is available
under the following link:
https://produkte.erstegroup.com/Retail/de/PDF/Recommendations Distribution/index.phtml.
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Erste Group rating definitions

Buy > +20% from target price
Accumulate +10% < target price < +20%
Hold 0% < target price < +10%
Reduce -10% < target price < 0%
Sell < -10% from target price

Our target prices are established by determining the fair value of stocks, taking into account additional fundamental factors and news of relevance for the
stock price (such as M&A activities, major forthcoming share deals, positive/negative share/sector sentiment, news) and refer to 12 months from now. All
recommendations are to be understood relative to our current fundamental valuation of the stock. The recommendation does not indicate any relative
performance of the stock vs. a regional or sector benchmark.

A history of all recommendations within the last 12 months is provided under the following link:
https://www.erstegroup.com/en/research/research-legal.

Explanation of valuation parameters and risk assessment

Unless otherwise stated in the text of the financial investment research, target prices in the publication are based on a discounted cash flow valuation and/or
comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this fundamental valuation is
adjusted to reflect the analyst's views on the likely course of investor sentiment. Whichever valuation method is used there is a significant risk that the target price
will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s
products. Such demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, from changes in social
values. Valuations may also be affected by changes in taxation, in exchange rates, in the capital market sentiment and in regulatory provisions. Investment in
overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, political, economic
and social conditions.

All market prices within this publication are closing prices of the previous trading day (unless otherwise mentioned within the publication).

Detailed information about the valuation and methodology of investment research by the Erste Group Bank AG is provided under the following link:
Bewertungsmethoden (erstegroup.com)

Planned frequency of updates for recommendations
Target prices for individual stocks are meant to be 12 month target prices, starting from the date of the publication. Target prices and recommendations are
reviewed usually upon release of quarterly reports, or whenever circumstances require.

Periodical publications are identified by their respective product name and indicate update frequency as such (e.g. Quarterly). Recommendations mentioned within
these publications are updated in an according frequency, unless otherwise mentioned (e.g. a 12M TP is not updated on a monthly base, even when mentioned in
summarizing monthly/quarterly product).
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Links
Erste Group may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses,
recommends or approves any material on the linked page or accessible from it. Erste Group does not accept responsibility whatsoever for any such material,

including in particular the completeness and accuracy, nor for any consequences of its use.

Additional notes to readers in the following countries:

Austria: Erste Group Bank AG is registered in the Commercial Register at Commercial Court Vienna under the number FN 33209m. Erste Group Bank AG is
authorized and regulated by the European Central Bank (ECB) (Sonnemannstrafle 20, D-60314 Frankfurt am Main, Germany) and by the Austrian
“Finanzmarktaufsichtsbehdrde” (FMA) (Otto-Wagner Platz 5, A-1090, Vienna, Austria).

Germany: Erste Group Bank AG is authorised for the conduct of investment business in Germany by the Austrian Financial Market Authority (FMA) and subject to
limited regulation by the German Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin).

United Kingdom: Erste Group Bank AG will provide its cross-border service to its UK clients under the Overseas Persons Exemption (OPE) model. This research is
only made to or directed at investment professionals (as that term is defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial promotion)
Order 2005 (“FPO”)) or to persons for whom it would otherwise be lawful to distribute it. Accordingly, persons who do not have professional experience in matters
relating to investments should not rely on this research.

Czech Republic: Ceska sporitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the “Ceska Narodni Banka” (CNB).
Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the “Hrvatska Agencija za Nadzor Financijskih Usluga” (HANFA).

Hungary: Erste Bank Hungary ZRT. and Erste Investment Befektetési Zrt. are regulated for the conduct of investment activities in Hungary by the Magyar Nemzeti
Bank” (MNB).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Komisija za hartije od vrednosti Republike Srbije (SCRS).

59

Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the “Autoritatea de Supraveghere Financiara” (ASF).
Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the “Komisja Nadzoru Finansowego” (KNF).
Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the “Narodna banka Slovenska” (NBS).

Switzerland: This research report does not constitute a prospectus or similar communication in connection with an offering or listing of securities as defined in
Articles 652a, 752 and 1156 of the Swiss Code of Obligation and the listing rules of the SIX Swiss Exchange.

Hong Kong: This document may only be received in Hong Kong by ‘professional investors’ within the meaning of Schedule 1 of the Securities and Futures
Ordinance (Cap.571) of Hong Kong and any rules made there under.

Great Britain: This document is only made to or directed at investment professionals (as that term is defined in Article 19(5) of the Financial Services and Markets
Act 2000 (Financial promotion) Order 2005 (“FPQ”)) or to persons for whom it would otherwise be lawful to distribute it. Accordingly, persons who do not have
professional experience in matters relating to investments should not rely on this document.

© Erste Group Bank AG 2022. All rights reserved.
Published by:

Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1

Head Office: Wien

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Homepage: www.erstegroup.com
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