
Equity Watch Transgaz: Q2 24 revenue
growth offset by higher opex
• Revenue increased by 32% yoy supported by higher gas tariffs and increase of

transported volumes
• Operating costs increased by 28% yoy with Transgaz ending Q2 in the red
• We view company's 2024 budget as conservative, especially with the new tariffs

coming into effect in Q4

Transgaz Q2 24 results
in RON mn Q2 24 Q2 23 +/- % RBIe +/- % Q1 24 +/- %

Revenue* 398.1 300.8 32.4% 430.8 -7.6% 706.6 -43.7%

Domestic transport revenue 351.4 238.4 47.4% 390.8 -10.1% 667.9 -47.4%

Transit revenue -              29.9 n.a. -              n.a. -              n.a.

Other revenue 46.7 32.5 43.5% 40.0 16.7% 38.6 20.8%

EBITDA 46.5 43.8 6.2% 99.8 -53.4% 389.3 -88.1%

EBIT -81.8 -74.7 9.6% -42.2 93.9% 261.6 -131.3%

Net profit -86.5 -52.8 63.8% -20.3 325.3% 262.9 -132.9%

EPS -0.5 -0.3 -0.1 1.4

EBITDA margin 11.7% 14.6% 23.2% 55.1%

EBIT margin -20.6% -24.8% -9.8% 37.0%

Net profit margin -21.7% -17.6% -4.7% 37.2%

*Revenue before balancing and construction activity
Source: Transgaz, RBI/Raiffeisen Research estimates

Transgaz (HOLD, RON 21.6) announced its Q2 24 results on August 16 after the close of
trading. In view of the typically weak seasonality of the second quarter, the net result was
negative at RON -86 mn, which is primarily due to significantly higher operating costs.
However, it's worth noting that revenue from the domestic transport segment recorded
robust growth during this period.

Revenue increased by 32% yoy, mainly driven by: (1) higher tariffs for domestic
transportation due to the increase in regulated revenues for the gas year Oct. 23-Sep.
24 and (2) higher transportation volumes. An additional contribution to revenue growth
came from Transgaz’s subsidiary in the Republic of Moldova, Vestmoldtransgaz, which
gained RON 17 mn in Q2 24 following the takeover of operations in Moldova in September
2023.

On the cost side, opex increased by 28% yoy. This was primarily due to higher royalty
expenses, which reached RON 39 mn compared to RON 1 mn in Q2 23, with royalty fees
increasing to 11.5% of revenue from 0.4% in the same period last year. Moreover, there
was a substantial rise in maintenance and transmission costs, surging by 362% yoy, which
at first glance appear to stem mainly from Vestmoldtransgaz's operations.

Transgaz recorded a net financial result of RON -10 mn in Q2 24 vs. RON +19 mn in Q2
23, mainly due to the decrease in the financial income (-60% yoy), as a result of lower
income from the adjustment of the concession agreement receivable (a nonmonetary
item related to the inflation adjustment of the Regulated Asset Base). Consequently,
bottom line came in red at RON -86 mn in Q2 24. Despite strong revenue growth, the
increasing operating costs that have pressured profitability lead us to view the results
negatively.

Outlook: At the end of May, ANRE (the Romanian regulatory authority) approved the tariffs
for the transmission service for the gas year Oct. 24-Sep. 25. The approved regulated
revenues increased by almost 22% yoy to RON 2.005 mn. Based on the company's budget,
revenue of RON 2,058 mn and a net profit of RON 173 mn are expected in FY 24e. As the
net profit for the first half of 2024 of RON 176 mn is already above the budgeted figure,
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we see potential for a further increase in profit, especially in the fourth quarter when the
new tariffs will come into force.

Additional potential for profitability expansion will be unlocked starting in October 2025,
as the regulator has increased the regulated rate of return on invested capital from 6.39%
to 6.94%. We expect Transgaz to see an increase in regulated revenues beginning in early
2025, especially with the commissioning of the Tuzla Posidor pipeline in mid-2025 and its
inclusion in the Regulated Asset Base (RAB).

The conference call is scheduled for Wednesday, August 21.

Co-Sponsored Research: RBI has entered into an agreement with the Bucharest Stock
Exchange for producing financial research on Transgaz in exchange for a financial
remuneration.
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Risk notifications and explanations

Disclosure
Transgaz:

3. RBI or one of its affiliated legal entities is a market maker or specialist or a designated sponsor or stabilisation manager or
liquidity provider in financial instruments of the issuer.

Risk notifications and explanations

Warnings:

• Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the development of
a financial instrument, a financial index or a securities service. This is particularly true in cases when the financial instrument,
financial index or securities service has been offered for less than 12 months. In particular, this very short comparison period
is not a reliable indicator for future results.

• Performance of a financial instrument, a financial index or a securities service is reduced by commissions, fees and other
charges, which depend on the individual circumstances of the investor.

• The return on an investment in a financial instrument, a financial or securities service can rise or fall due to exchange rate
fluctuations.

• Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate
from the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of a financial
instrument, a financial index or a securities service.

This publication is a short term market comment, which is a summary of economic data and events, which are, among others,
related to financial instruments and its issuers. This short term market comment is not explained in detail and does not contain
a substantial analysis.

Any information and recommendations designated as such in this publication which are contributed by analysts from RBI’s
subsidiary banks are disseminated unaltered under RBI’s responsibility.

A description of the concepts and methods used in the preparation of financial analyses is available under:
www.raiffeisenresearch.com/concept_and_methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
financial analyses) is available under: www.raiffeisenresearch.com/sensitivity_analysis.

Disclosure of circumstances and interests which may jeopardise the objectivity of RBI: www.raiffeisenresearch.com/
disclosuresobjectivity.

Detailed information on recommendations concerning financial instruments or issuers disseminated during a period of 12 month
prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2016) is available under: https://
raiffeisenresearch.com/web/rbi-research-portal/recommendation_history.
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Transgaz Rating History as of 08/16/2024

RON26
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RON20
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RON16
RON14
RON12
RON10

Oct 2021 Jan 2022 Apr 2022 Jul 2022 Oct 2022 Jan 2023 Apr 2023 Jul 2023 Oct 2023 Jan 2024 Apr 2024 Jul 2024

HOLD:RON21.60
05/02/2023

Closing Price

Buy (BUY); Hold (HOLD); Sell (SELL)

The distribution of all recommendations relating to the 12 months prior to the publications date (column A), as well as the
distribution of recommendations in the context of which services of investment firms set out in Sections A (investment services
and activities) and B (ancillary services) of Annex I of Directive 2014/65/EU of the European Parliament and of the Council (“special
services”) have been provided in the past 12 months (column B).

 Column A Column B

Investment recommendation Basis: All recommendations for all
financial instruments (last 12 months)

Basis: Recommendations for financial instruments of all issuers,
for which special services were rendered in the last 12 months

Buy recommendations 55.6% 53.4%

Hold recommendations 29.6% 29.3%

Sell recommendations 14.8% 17.3%

 
Disclaimer

Responsible for this publication: Raiffeisen Bank International AG („RBI“)

RBI is a credit institution according to §1 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna,
Austria.

Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International
AG is subject to the supervision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank
of Austria (OeNB, Oesterreichische Nationalbank). Additionally, RBI is subject to the supervision by the European Central Bank
(ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists of the ECB and the
national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise,
references to legal norms refer to norms enacted by the Republic of Austria.

This document is for information purposes and may not be reproduced or distributed to other persons without RBI’s permission.
This document constitutes neither a solicitation of an offer nor a prospectus in the sense of the Austrian Capital Market Act
(Kapitalmarktgesetz) or the Austrian Stock Exchange Act (Börsegesetz) or any other comparable foreign law. An investment decision
in respect of a financial instrument, a financial product or an investment (all hereinafter “product”) must be made on the basis
of an approved, published prospectus or the complete documentation for such a product in question, and not on the basis of
this document.

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Austrian
Securities Supervision Act (Wertpapieraufsichtsgesetz). Neither this document nor any of its components shall form the basis for
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any kind of contract or commitment whatsoever. This document is not a substitute for the necessary advice on the purchase or
sale of a financial instrument, a financial product or advice on an investment. In respect of the sale or purchase of one of the above
mentioned products, your banking advisor can provide individualised advice suitable for investments and financial products.

This analysis is fundamentally based on generally available information and not on confidential information which the party
preparing the analysis has obtained exclusively on the basis of his/her client relationship to a person.

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any
assurances regarding its accuracy and completeness.

In emerging markets, there may be higher settlement and custody risk as compared to markets with established infrastructure.
The liquidity of stocks/financial instruments may be influenced, amongst others, by the number of market makers. Both of these
circumstances can result in elevated risk in relation to the safety of investments made in consideration of the information contained
in this document.

The information in this publication is current as per the latter's creation date. It may be outdated by future developments, without
the publication being changed.

Unless otherwise expressly stated (www.raiffeisenresearch.com/special_compensation), the analysts employed by RBI are not
compensated for specific investment banking transactions. Compensation of the author or authors of this report is based (amongst
other things) on the overall profitability of RBI, which includes, inter alia, earnings from investment banking and other transactions
of RBI. In general, RBI forbids its analysts and persons reporting to the analysts from acquiring securities or other financial
instruments of any enterprise which is covered by the analysts, unless such acquisition is authorised in advance by RBI’s Compliance
Department.

RBI has put in place the following organisational and administrative agreements, including information barriers, to impede or
prevent conflicts of interest in relation to recommendations: RBI has designated fundamentally binding confidentiality zones. These
are typically units within credit institutions, which are isolated from other units by organisational measures governing the exchange
of information, because compliance-relevant information is continuously or temporarily handled in these zones. Compliance-
relevant information may fundamentally not leave a confidentiality zone and is to be treated as strictly confidential in internal
business operations, including interaction with other units. This does not apply to the transfer of information necessary for usual
business operations. Such transfer of information is limited, however, to what is absolutely necessary (need-to-know principle).
The exchange of compliance-relevant information between two confidentiality zones may only occur with the involvement of the
Compliance Officer.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK): This document does not
constitute either a public offer in the meaning of the Austrian Capital Market Act (Kapitalmarktgesetz; hereinafter „KMG“) nor a
prospectus in the meaning of the KMG or of the Austrian Stock Exchange Act (Börsegesetz). Furthermore, this document does
not intend to recommend the purchase or the sale of securities or investments in the meaning of the Austrian Supervision of
Securities Act (Wertpapieraufsichtsgesetz). This document shall not replace the necessary advice concerning the purchase or the
sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly contact
your RAIFFEISENBANK. This publication has been either approved or issued by RBI in order to promote its investment business.
Raiffeisen Bank International AG (“RBI”), London Branch is authorised by the Austrian Financial Market Authority and subject to
limited regulation by the Financial Conduct Authority (“FCA”). Details about the extent of its regulation by the FCA are available
on request. This publication is not intended for investors who are Retail Customers within the meaning of the FCA rules and shall
therefore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed
as an offer or solicitation of an offer to buy (or sell) investments. RBI may have affected an Own Account Transaction within the
meaning of FCA rules in any investment mentioned herein or related investments and/or may have a position or holding in such
investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any securities
mentioned in this report or in any related security.

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA: This document may not be transmitted to, or
distributed within, the United States of America or Canada or their respective territories or possessions, nor may it be distributed
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to any U.S. person or any person resident in Canada, unless it is provided directly through RB International Markets (USA) LLC
(“RBIM”), a U.S. registered broker-dealer, and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research document is intended only for
institutional investors and is not subject to all of the independence and disclosure standards that may be applicable to research
documents prepared for retail investors. This report was provided to you by RB International Markets (USA) LLC (RBIM), a U.S.
registered broker-dealer, but was prepared by our non-U.S. affiliate Raiffeisen Bank International AG (RBI). Any order for the
purchase or sale of securities covered by this report must be placed with RBIM. You can reach RBIM at 1177, Avenue of the Americas,
5th Floor, New York, NY 10036, phone +1 212-600-2588. This document was prepared outside the United States by one or more
analysts who may not have been subject to rules regarding the preparation of reports and the independence of research analysts
comparable to those in effect in the United States. The analyst or analysts who prepared this research (i) are not registered or
qualified as research analysts with the Financial Industry Regulatory Authority (“FINRA”) in the United States, and (ii) are not allowed
to be associated persons of RBIM and are therefore not subject to FINRA regulations, including regulations related to the conduct
or independence of research analysts.

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject
to change without notice. The information contained in this report has been compiled from sources believed to be reliable by RBI,
but no representation or warranty, express or implied, is made by RBI or its affiliated companies or any other person as to the
report’s accuracy, completeness or correctness. Securities which are not registered in the United States may not be offered or sold,
directly or indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Securities Act of
1933 [“the Securities Act”]), except pursuant to an exemption under the Securities Act. This report does not constitute an offer with
respect to the purchase or sale of any security within the meaning of Section 5 of the Securities Act and neither shall this report
nor anything contained herein form the basis of, or be relied upon in connection with, any contract or commitment whatsoever.
This report provides general information only. In Canada it may only be distributed to persons who are resident in Canada and
who, by virtue of their exemption from the prospectus requirements of the applicable provincial or territorial securities laws, are
entitled to conduct trades in the securities described herein.

EU REGULATION NO 833/2014 CONCERNING RESTRICTIVE MEASURES IN VIEW OF RUSSIA’S ACTIONS DESTABILISING THE
SITUATION IN UKRAINE

Please note that research is done and recommendations are given only in respect of financial instruments which are not affected
by the sanctions under EU regulation no 833/2014 concerning restrictive measures in view of Russia's actions destabilising the
situation in Ukraine, as amended from time to time, i.e. financial instruments which have been issued before 1 August 2014.

We wish to call to your attention that the acquisition of financial instruments with a term exceeding 30 days issued after 31 July
2014 is prohibited under EU regulation no 833/2014 concerning restrictive measures in view of Russia's actions destabilising the
situation in Ukraine, as amended from time to time. No opinion is given with respect to such prohibited financial instruments.

INFORMATION REGARDING THE PRINCIPALITY OF LIECHTENSTEIN: COMMISSION DIRECTIVE 2003/125/EC of 22 December 2003
implementing Directive 2003/6/EC of the European Parliament and of the Council as regards the fair presentation of investment
recommendations and the disclosure of conflicts of interest has been incorporated into national law in the Principality of
Liechtenstein by the Finanzanalyse-Marktmissbrauchs-Verordnung

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as
it is severable from the remaining terms, be deemed omitted from this Disclaimer. It shall in no way affect the legality, validity or
enforceability of the remaining terms.
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