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TGS 1Q22 strong, 2Q holding ground

We continue recommending TRAGAS 6.75 2025s, given that TGS shows one of the best metrics in
terms of liquidity and debt levels among Argentine companies with global bonds. The bonds are at a
current ask price of USD94.75 and a YTM of 8.8%. What is key is that among Argentine corporate
bonds maturing in 2025, TRAGAS 2025s ranks second in terms of the amount outstanding
(USD500mn) , after MSU Energy 2025s (USD600mn). On the fundamental side, we expect the
company's performance in 2022 to be mixed, with 1Q22 and 4Q22 being the strongest quarters, driven
by the high international price environment. The increase in natural gas transportation tariffs will help
change the downward trend of this segment's margins, at least in 2Q-3Q22. Then, cost-push factors
will play their part until the government announces a new tariff adjustment. What also reinforces our
view is that we believe the management has been conservative with Capex, which explains why
despite the tariff freeze for 2 years, the company was able to increase its cash position.

TGS’s most profitable segment has been in decline since 2H19

In 1Q22, TGS revenues were up by +11% yoy to ARS28,596mn (USD268mn). The Liquid business
remains the strongest segment, with revenues increasing by +31% yoy to ARS19,974mn (USD187mn).
International reference prices were 40-60% higher than last year, and exports rose by +22% yoy to
157,419 short tones. Propane volumes sold showed the highest increase at +49% yoy to 83,345
short tones while natural gasoline increased by +7% yoy to 39,999 short tones. However, in terms of
EBITDA, the Liquid business show the highest impact from cost pressures, with the EBITDA margin
decreasing by 10pp yoy to 49%, explained by higher natural gas processing costs.

The Natural gas transportation business remained weak, with revenues decreasing -25% yoy to
ARS6,173mn (USD58mn). Revenues from this segment has been on decline since 3Q19. In fact, in
1Q22, they were 75% below 1Q19. The positive effect of the 60% tariff increase will be perceived in
the next quarter, as it became effective as of March. In 1Q22, the EBITDA margin came down to 61%
from 66% in 1Q21. Consequently, Natural gas transportation loose participation in the EBITDA at the
expense of the Liquid business, as it accounted for 25% of total EBITDA, down from 34% in 1Q21. In
contrast, the Liquid business represented 65% of the total, up from 56% in 1Q21. Although the
Midstream business performance was solid, with revenues increasing by +7% yoy to ARS2,324mn
(USD22mn), it continued to account for 10% of total EBITDA.

Figure 1: Despite the decline in natural gas transportation revenues in USD
terms, the company has been able to increase its liquidity level.
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1Q22 FCF reached a record high; however, we expect it to decline in the
upcoming quarters due to increasing Capex for the pipeline extension

TGS's free cash flow was strong at ARS10,936mn (USD103mn), standing at its highest in the
past four years. First, it is mainly due to TGS paying its global bond coupons in May and November.
Therefore, it did not report cash outflows from interest expenses. Secondly, cash outflows from
working capital requirements were lower due to seasonality in the liquid business. When the company
has to direct its liquids products to the local market during the winter season, collections of subsidies
tend to deteriorate. The government sets not only the price of butane but also subsidies 20% of it.
According to the management, the government owes the company ARS500mn (USD5mn) in
subsidies, and payment delays stand at 6 months for propane and 3 months for butane. Capex
increased by +57% yoy to ARS3,463mn (USD32mn), accounting for 20% of the expected 2022 Capex,
which will be mainly allocated to the Vaca Muerta Norte natural gas pipeline extension. The works
were prepaid by Chevron, which contracted a transportation capacity of 7MM m3/d.

TGS net leverage was 0.7x while most Argy corps are above 2.0x

TGS shows one the most solid liquidity levels among Argentine companies, with cash + ST investment
covering short term debt by 13.5x. The company has no debt amortizations until the expirtation of the
global bond in 2025. Therefore, the liquidity is mainly used to finance the new projects, pay the global
bond coupons and repurchase part of them. In 1Q22, TGS bought 7.3mn of its bonds. The net leverage
remains low at 0.7x in USD terms, one of the Argentine companies with the lowest ratio.

Figure 2: TGS 1Q22 summary financials in ARSmn

Summary financials (in ARSmn) 1Q22 Chg yoy 1Q22 Chg qoq

Income Statement Items

Revenues 25,857 28,596 10.6% 25,358 28,596 12.8%
Opex (12,817) (16,400) 28.0% (19,520) (16,400) -16.0%
EBITDA 16,062 15,230 -5.2% 11,914 15,230 27.8%
Net Income 6,064 8,199 35.2% 10,060 8,199 -18.5%
Gross Margin 68% 61% 33% 61%
EBITDA Margin 62% 53% 47% 53%

Balance Sheet Items

Short Term Debt 1,782 2,233 25.3% 1,181 2,233 89.1%
Long Term Debt 46,831 57,260 22.3% 51,399 57,260 11.4%
Total Debt 48,613 59,493 22.4% 52,579 59,493 13.1%
Cash & Cash Eq. + ST Investments 27,289 30,237 10.8% 17,699 30,237 70.8%
Gross Leverage (LTM) 1.3x 1.5x 1.1x 1.5x
Net Leverage (LTM) 0.8x 0.7x 0.5x 0.7x
Cash / ST Debt 1531% 1354% 1499% 1354%
ST Debt / Total Debt 4% 4% 2% 4%
Debt / Capital 38% 29% 30% 29%
Liquidity ratio 299% 203% 175% 203%

Cash Flow Items

Funds From Operations 15,483 14,911 -3.7% 14,259 14,911 4.6%
Change in Working Capital (1,518) (512) -66.3% (1,171) (512) -56.3%
CFO after cash interest & taxes 13,965 14,399 3.1% 11,143 14,399 29.2%
Capex (2,200) (3,463) 57.4% (3,924) (3,463) -11.7%
Disposals - - n.m. - - n.m.
Free Operating Cash Flow 11,765 10,936 -7.0% 7,219 10,936 51.5%
Acquisition (Disposals) - - n.m. - - n.m.
Free Cash Flow 11,765 10,936 -7.0% 7,219 10,936 51.5%

Source: TPCG Research estimates based on TGS financial statements

11-May-22 2



[ I:OJ

Corporates - Argentina

TPCG Analysts & Staff

Research

Juan Manuel Pazos
Paula La Greca
Federico Martin
Victoria Faynbloch
Santiago Resico

Marcos Pereyra Iraola

Chief Economist
Corporate Research Analyst
Strategist

LATAM Strategist

LATAM Strategist

Quantitative Analyst

jmpazos@tpcgco.com
plagreca@tpcgco.com
famartin@tpcgco.com
vfaynbloch@tpcgco.com
sresico@tpcgco.com

mpereyrairaola@tpcgco.com

+54 11 4898-6606
+54 11 4898-6638
+54 11 4898-6633
+54 11 4898-6635
+54 11 4898-6615

+54 11 4898-6602

Sales & Trading

Juan Manuel Truppia
Juan Martin Longhi

Lucia Rodriguez Pardina
Agustina Guadalupe

Maria Pilar Hurtado
Sebastian Salvay

Juan Ignacio Vergara
Santiago Baibiene

Pedro Nollmann

Maria Ruiz de Castroviejo Salas
Santiago Barros Moss
Felipe Freire

Homero Fernandez Bianco
Andres Robertson

Raul Pasman

Head of Sales & Trading
S&T Director
S&T Director
Sales

Sales

Sales

Sales

Sales

Sales

Sales

Sales

Trader
Trader
Trader

Trader

jmtruppia@tpcgco.com
jlonghi@tpcgco.com
Irodriguezpardina@tpcgco.com
aguadalupe@tpcgco.com
mhurtado@tpcgco.com
ssalvay@tpcgco.com
jivergara@tpcgco.com
sbaibiene@tpcgco.com
pnolimann@tpcgco.com
mruizdecastroviejo@tpcgco.com
sbarros@tpcgco.com
ffreire@tpcgco.com
hfbianco@tpcgco.com
arobertson@tpcgco.com

rpasman@tpcgco.com

+54 11 4898-6659
+54 11 4898-6656
+54 11 4898-6614
+54 11 4898-6682
+54 11 4898-6616
+54 11 4898-6663
+54 11 4898-1936
+54 11 4898-6648
+54 11 4898-6617
+54 11 4898-6643
+54 11 4898-6629
+54 11 4898-1921
+54 11 4898-6667
+54 11 4898-6693

+54 11 4898-6625

Corporate Banking

José Ramos
Camila Martinez
Fernando Depierre

Sol Silvestrini

Head of Corporate Banking

Corporate Sales
Corporate Sales

Corporate Sales

jramos@tpcgco.com
cmartinez@tpcgco.com
fdepierre@tpcgco.com

ssilvestrini@tpcgco.com

+54 11 4898-6645
+54 11 4898-6621
+54 11 4898-6636

+54 11 4898-6641

Capital Markets
Fernando Lanus

Nicolas Alperin

Head of Capital Markets

Investment Banking Analyst

flanus@tpcgco.com

nalperin@tpcgco.com

+54 11 4898-6632

+54 11 4898-6604

Asset Management

lleana Aiello

Claudio Achaerandio

Portfolio Manager

Portfolio Manager

iaiello@tpcgco.com

cachaerandio@tpcgco.com

+54 11 4898-6611

+54 11 4898-6618

11-May-22

w



I Ia ’J Corporates - Argentina

Important Disclaimer

The document, and the information, opinions, estimates and recommendations expressed herein, have been prepared by TPCG
Valores SAU to provide its customers with general information regarding the date of issue of the report and are subject to changes
without prior notice. TPCG Valores SAU is not liable for giving notice of such changes or for updating the contents hereof. The
document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other
instruments, or to undertake or divest investments. Neither shall the document nor its contents form the basis of any contract,
commitment or decision of any kind.

Investors who have access to the document should be aware that the securities, instruments or investments to which it refers may
not be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken
into account to prepare the report. Therefore, investors should make their own investment decisions considering the said
circumstances and obtain such specialized advice as may be necessary.

The contents of the document are based upon information available to the public that has been obtained from sources considered
to be reliable. However, such information has not been independently verified by TPCG Valores SAU, and therefore no warranty,
either express or implicit, is given regarding its accuracy, integrity or correctness. TPCG Valores SAU. accepts no liability of any
type for any direct or indirect losses arising from the use of the document or its contents. Investors should note that the past
performance of securities or instruments or the historical results of investments do not guarantee future performance. The market
prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should
be aware that they could even face a loss of their investment.

Transactions in futures, options and securities or high-yield securities can involve high risks and are not appropriate for every
investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in such
circumstances; investors may be required to pay more money to support those losses. Thus, before undertaking any transaction
with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the same
and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may be limited or even
not exist.

TPCG Valores SAU. and/or any of its affiliates, as well as their respective directors, executives and employees, may have a position
in any of the securities or instruments referred to, directly or indirectly, in the document, or in any other related thereto; they may
trade for their own account or for third-party account in those securities, provide consulting or other services to the issuer of the
aforementioned securities or instruments or to companies related thereto or to their shareholders, executives or employees, or
may have interests or perform transactions in those securities or instruments or related investments before or after the publication
of the report, to the extent permitted by the applicable law.

TPCG Valores SAU or any of its affiliates' salespeople, traders and other professionals may provide oral or written market
Commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore,
TPCG Valores SAU, or any of its affiliates' proprietary trading and investing businesses, may make investment decisions that are
inconsistent with the recommendations expressed herein.

No part of the document may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted
without the prior written consent of TPCG Valores SAU. No part of the report may be copied, conveyed, distributed or furnished
to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law. Failure to
comply with these restrictions may breach the laws of the relevant jurisdiction.
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