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«neee © MSUNRG 2025 a pearl in Argentine
waters

We reiterate our recommendation on MSUNRG 6.875 2025s. We expect MSU Energy to announce an
exchange offer of its 2025 bond or a new issuance and tender like YPF did with the 2024 bond. The
company will need liability management considering its tight liquidity position. The USD600mn bond
matures on February 15, 2025. The company cash & cash equivalent was USD16.7mn, with FCF of
USD79mn, while short term debt was USD147.6mn in FY23. To reach high participation, MSU Energy
must offer an attractive bond structure. It is key that MSU Energy PPAs contracts are due in 2033
and 2035, 8-10 years after the maturity of the 2025s bond. Except for Edenor, which issued a bullet
bond, Argentine companies offered sinking bonds with coupons above 9%, and maturities of between
5and 7 years.

We expect that MSU Energy regain the momentum it lost due to MSUNRG 6.875s 2025 offering a low
coupon and become relevant again among Argentine corporate bonds. Historically, the MSU Energy
bond traded at similar levels than Generacion Mediterranea bond (ALBAAR). Generacion Mediterranea
FY23 results were weak, with EBITDA decreasing by 14% yoy, FCF turning more negative, and cash
+ ST investment covering ST debt by 41%, and net leverage (recourse debt) increasing to 6.3x from
5.5x LTM3Q23. Despite this, the ALBAAR 9.875 2027 indicative ask price is USD92.00 (yield: 16.2%),
a price differential of USD10 with MSUNRG 6.875s 2025.

Among Argentine power generation companies, MSU Energy is the only company with a 100% of its
revenues coming from thermal energy PPAs with Cammesa. It explains the company showing the
highest EBITDA margin among peers. In 2023, thermal energy demand decreased due to the increase
in river flows boosting hydro generation, which has dispatch priority over thermal energy, and mild
weather. As a result, MSU Energy sales decreased by 5.7% yoy to USD189mn, with volumes sold
decreasing by 34% yoy to 1,938GWh. Cash liquidity has been tight partly due to Cammesa payment
delays. The company to finance working capital tapped the local market, like its peers.

Figure 1: MSU Energy’s liquidity position is far away to cover 2025 maturity

Pampa Energia®* AESArg YPFLuz GEMSA Genneia MSU Energy Capex SA*
PAMPAR AES YPFLUZ ALBAAR GNNEIA MSUNRG CAPXAR
Power generation capacity

Installed Capacity 5,332MW  2,985MW  3,174MW 1,404MW 1,329MW 750MW 706MW
Under construction +140MW - +155MW  +454MW  +355MW - -
Revenues 648.0 193.9 490.1 201.3 285.4 189.3 410.4
Adj. EBITDA 392.0 31.7 383.1 111.2 219.8 158.1 117.0
Net Income 210.0 (121.6) 1.5 (22.5) 71.4 56.7 (15.5)
Gross Margin -45% 11% 51% 43% 66% 2% 51%
ADJ. EBITDA Margin 60% 16% 78% 55% 7% 84% 29%
Capex 250.0 9.4 252.3 48.2 214.4 13.5 190.8
Free Cash Flow n.a. 5.3 102.9 (83.6) (28.2) 79.0 (87.8)
Cash & Cash Eq. + ST Investments 834.4 744 1143 114.5 147.9 16.7 35.5
ST Debt (incl. leases) 2243 150.2 183.4 282.6 154.7 147.6 67.9
Total Debt (incl. leases) 1,447.9 306.5 897.1 1,147.8 826.3 780.4 362.8
(Cash + ST Investments) / ST Debt 372% 49% 62% 41% 96% 1% 52%
Gross Leverage (incl. leases)(LTM) 2.2x 3.9x 2.3x 6.6x 3.8x 4.9x 3.1x
Net Leverage (incl. leases)(LTM) 0.9x 2.9x 2.0x 6.3x 3.1x 4.8x 2.8x

Source: TPCG Research based on companies.

26-Mar-24 1



Corporates - Argentina

It is important to highlight that MSU Energy’s debt levels remain high because the company decided not to
restructure its 2024 global bond when the Central Bank regulation from 2020-2023 induced companies to
restructure their debts in hard currency. The company to address the payments of the amortizations issued
hard dollar bonds in the local market with coupons ranging from 7.5% to 9%, which main clients were from
the retail segment.

By doing that the company showed a positive sign: its commitment to international investors. It was also a
way to reduce interest expense, as the 2024 was a floating bond. Local hard-currency bonds maturing this
year are Class IV 7.5% USD9.3mn due in May, Class V 8% USD12.6mn due in July and, Class VI 9%
USD45.5mn due in November. On March 8™, 2023, the company issued a Class X 8.25% USD14.0mn, in
which USD5.9mn Class IV and USD2.5mn Class V bondholders participated by exchanging their bonds.

Although MSU Energy’s liquidity is low, we do not rule out MSUNRG 6.875 2025s rallying considering the
case of AES Argentina. The company cash + cash equivalents + ST investments was between USD77mn and
USD104mn at the time of the announcement of the AES 7.75 2024 USD300mn exchange offer. Even so, the
exchange offer participation rate was 53%, below the average at 78%. The reason was that many investors
were confident that the company was going to pay. As the maturity of the bond approached, it became more
difficult to source the bond. Finally, AES Argentina canceled the USD128.6mn debt outstanding with internal
cash generation and the proceeds of a USD60mn syndicated loan payable in ARS.

MSUNRG 2025 is one of the few bonds with an amount outstanding >USD500mn in the Argentine corporate
space. The bond amount outstanding is USD600mn. There are only 5 corporate bonds with a higher amount
outstanding PAMPAR 7.5 2027 (USD636mn), YPFDAR 9 2029 (USD748mn), YPFDAR 9.5 2031 (USD800mn),
YPFDAR 6.95 2027 (USD809mn) and YPFDAR 8.5 2025 (USD1,132mn).

Below we review past exchange offers strategies:

e Buy AES 7.75 2024 to enter the EO and get paid at maturity or sell the new AES 9.5 2027. AES
7.75 2024 price was around USD80-USD81 twelve months before the maturity of the bond. A month
before the announcement of the exchange offer, the bond increased rapidly to USD89-90. In the
period between the exchange offer announcement (August 13, 2023) and the release of its results
(August 24t 2023), the bond price was quite stable. It jumped a month before the maturity, when
Milei won the presidential election and fears of the company not having access to the FX market to
cancel the bond disappeared. Currently, AES 9.5 2027 indicative ask price is USD93.75 (yield:
12.3%)

e Buy PAMPAR 7.375 2023 and GENNEIA 8.75 Secured 2022s to enter the EO: A defensive option.
Pampa Energia and Genneia bonds has always been among the most expensive bonds among
Argentine corporate bonds because of their strong fundamentals. The new bonds: PAMPAR 9.5
2026 and GNNEIA 8.75 Secured 2027 were the most resilient to sell-offs. It is partly explained by
bonds becoming less liquid, in line with their lower amount outstanding. For instance, the PAMPAR
7.375 2023 amount outstanding was USD500mn, while the PAMPAR 9.5 2026 amount outstanding
is USD293mn.

Figure 2: MSUNRG 2025 has lagged ALBAAR and AES global bonds

MSU Energy's bond price performance vs. peers
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Source: TPCG Research based on Bloomberg
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Figure 3: MSU Energy's 4Q23 and FY23 summary financials.

Summary financials (in USDmn) FY22 FY23 Chg yoy 4Q22 4Q23 Chg yoy
Income Statement Items

Revenues 200.7 189.3 -5.7% 50.6 47.2 -6.8%
Opex (57.6) (60.0) 4.1% (14.9) (14.7) -1.8%
EBITDA 166.0 158.1 -4.8% 41.8 40.5 -3.1%
Net Income 42.4 56.7 33.7% 8.7 36.1 314.6%
Gross Margin 75% 72% 73% 73%

EBITDA Margin 83% 84% 83% 86%

Balance Sheet Items

Short Term Debt 179.8 147.6 -17.9% 179.8 147.6 -17.9%
Long Term Debt 714.2 632.7 -11.4% 714.2 632.7 -11.4%
Total Debt 894.0 780.4  -12.7% 894.0 780.4 -12.7%
Cash & Cash Eq. + ST Investments 81.5 16.7 -79.5% 81.5 16.7 -79.5%
Gross Leverage (LTM) 5.4x 4.9x 5.4x 4.9x

Net Leverage (LTM) 4.9x 4.8x 4.9x 4.8x

Cash / ST Debt 45% 1% 45% 1%

ST Debt / Total Debt 20% 19% 20% 19%

Cash Flow Items

FFO after cash interest & taxes 80.5 94.0 16.8% 23.5 24.0 2.0%
Change in Working Capital (26.9) (1.4) -94.6% (6.9) (1.8) -73.6%
CFO 53.5 92.5 72.8% 16.5 221 33.8%
Capex (1.5) (13.5) 805.3% (0.2) (3.5) n.m.
Disposals - - n.m. - - n.m.
Free Operating Cash Flow 52.1 79.0 51.8% 16.3 18.6 14.0%
Acquisition (Disposals) - - n.m. - - n.m.
Free Cash Flow 52.1 79.0 51.8% 16.3 18.6 14.0%
OCF/Total Debt 6% 12% 7% 11%
FOCF/Total Debt 6% 10% 7% 10%

FCF/Total Debt 6% 10% 7% 10%
Capex/Sales 1% 7% 0% 7%

Source: TPCG Research based on MSU Energy’s FFSS
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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 (i) redistributed or (jii) 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.

For U.S. persons only:

This report is a product of TPCG, which is the employer of the research analyst(s) who has prepared the informative report. The
research analyst(s) preparing this report is/are resident(s) outside the United States (U.S.) and is/are not associated person(s) of
any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations.

This report is intended for distribution by TPCG only to U.S. Institutional Investors and Major U.S. Institutional Investors, as defined
by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by the U.S.
Securities and Exchange Commission (SEC), in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a a US Institutional
Investors nor a Major U.S. Institutional Investor, as specified above, then he should not act upon this report and return it to the
sender. Further, this report may not be copied, duplicated and/or transmitted to any U.S. person, which is not a U.S. Institutional
Investor, nor a Major U.S. Institutional Investor.

In order to comply with the US regulations, our transactions with US Institutional Investors and Major US Institutional Investors are
effected through the US-registered broker-dealer Marco Polo Securities Inc. (“Marco Polo”). Transactions in securities discussed
in this report should be effected through Marco Polo or another U.S. registered broker dealer.
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