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TAV Airports: Bottom-line beat HOLD
Current Price (TL) 150.00  Target Price (TL) 170 (Prev. 160)
Market Cap (TL / US$ mn) 54,492 /1,777 12M Abs / Rel Return (%) 11414
P/E (2024E) 5.8x EV/EBITDA (2024E) 6.8x
(EURmnN) 12M22 12M23 yoy A ICBC Consensus Act. vs. Cons.
Revenues 1,051 1,310 25% 1,327 1,293 1%
EBITDA 322 385 19% 368 378 2%
EBITDA Margin 30.6% 29.4% -120 bp 27.7% 29.2% 20 bp
Net Earnings 122 249 104% 155 171 46%

12M23 Results at a Glance

Strong earnings - TAV Airports recorded EUR249mn net profit in 2023, doubled yoy, and well ahead of the consensus. Revenues were in
line, while the contraction in EBITDA margin was slightly less than anticipated.

Our View

Solid outlook for 2024-2025 - Traffic and revised tariffs were the main revenue drivers, while inflation, higher headcount, and Almaty’s jet-
fuel business continued to have contracting impact on profitability. Management introduced guidance for 2024 and upped its previous one
for 2025 (see below), with which we revised our forecasts. As a result, we raise our 12-month target price to TL170 from TL160, though
maintain our HOLD recommendation. Nevertheless, TAV's valuation multiples now look better than a quarter ago, at 5.8x P/E and 6.8x
EV/EBITDA on our 2024 forecasts.

Comments

Strong revenues - TAV Airports reported EUR1.31bn revenues for 2023, up 25% yoy, in line with estimates. Volume growth and tariff
revisions were the main growth drivers. The Company served 96mn passengers, 22% above 2022, and 7% above the pre-pandemic 2019.
Aviation income rose by 25% with traffic growth and tariff increases, while Almaty contributed 31% total revenues. Ground handling revenues
rose by 31%, with a 15% increase in flights served. Catering and duty-free revenues in total rose by 29%, with strong international traffic
and better euro pricing. For 2024, management expects 100-110mn passengers (2023: 96mn) and EUR1.50-1.57bn revenues (2023:
EUR1.31bn). Management also revised 2022-2025 CAGR guidance, which implies 104-116mn passengers and EUR1.56-1.73bn revenues
for 2025.

Lower margins - Cash opex increased by 27% yoy, where Almaty caused EUR318mn higher opex (34% of the total). Excluding Almaty,
like-for-like cash opex was 26% above 2022. Personnel expenses were up by 38%, due to wage hikes (higher than TL depreciation) and
10% higher headcount. Service expenses rose by 20%, driven by traffic growth and inflation. Cost of Almaty fuel business was EUR222mn
vs. EUR177mn a year ago. As a result, EBITDA margin contracted by 120bp yoy to 29.4%, which was slightly better than the consensus.
Management expects EUR430-490mn EBITDA for 2024, which implies 29-31% EBITDA margin for the year (2023: 29.4%). The revised
CAGR guidance for 2022-2025 implies EUR477-557mn EBITDA for 2025, or 31-32% EBITDA margin.
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Tav Airports (EURmn)

Income Statement 12M22 12M23 YoY A
Revenues 1,051 1,310 25%
Aviation 434 543 25%
Ground handling 216 284 31%
Catering 110 146 33%
Lounge and loyalty card 50 87 75%
Duty free 51 61 19%
Other 190 189 -1%
Operating costs -825 -1,063 29%
Personne/ -242 -334 38%
Services -105 -126 20%
Catering -34 -45 31%
Cost of fuel -177 -222 26%
Depreciation -96 -138 44%
Other -171 -198 16%
EBIT 279 398 42%
EBITDA 322 385 19%
Net finance income -138 -112 -18%
Net monetary position gain 16 5 -69%
Pre-tax income 157 291 85%
Taxes -26 -32 23%
Discontinued operations -1 0 -78%
Minority Interest -8 -9 12%
Net Profit 122 249 104%
Margins
EBITDA 30.6% 29.4% -1.2 pp
Operating 26.6% 30.4% 3.8pp
Eff. Tax Rate 16.9% 10.9% -5.5pp
Net 11.6% 19.0% 7.4 pp
Balance Sheet 12M22 12M23 Yoy A
Cash & Mkt. Sec. 364 639 76%
Fin. Debt 1,396 1,787 28%
Net Debt 1,032 1,148 11%
Receivables 293 277 -5%
Inventories 50 34 -33%
Payables 1,455 1,374 -6%
LT Assets 3,525 3,721 6%
LT Liabilities 2,322 2,438 5%
Total Assets 4,278 4,753 11%
Equity (Cont. Int.) 1,205 1,411 17%
Cash Flow Statement 12M22 12M23 Yoy A
Free Cash Flow -247 26 n.m.
Net Cash from Operations 278 59 -79%
Net Cash from Investments -526 -33 -94%
Source: The Company
TAV Airports
EUR mn 2022 A 2023 A 2024E A 2025E A
Revenue 1,051 101% 1,310 25% 1,506 15% 1,683 12%
EBITDA 322 115% 385 19% 464 21% 520 12%
EBITDA margin 30.6% 200bp 29.4% -120bp 30.8% 140bp 30.9% 10bp
Net Income 122 173% 249 104% 286 15% 324 13%
P/E 135 6.6 5.8 5.1
EV/EBITDA 84 73 6.8 6.0
EV/SALES 2.57 2.15 2.08 1.85
Div. Yield 0.0% 0.0% 0.0% 6.9%

Source: ICBC Yatirim



Rating Basis

Stock ratings are based on the absolute (total) upside or downside potential, which is basically percentage difference between the target price and the
current market price. Target prices are set with a 12-month perspective unless stated otherwise. Analysts acknowledge that market prices may face
significant volatility in the interim period and fail to reach to the target price at the end of the 12 months.

Buy (B): The stock’s total return* is expected to be more than 15% over the next 12 months.
Hold (H): The stock’s total return is expected to be in the range of 5-15% over the next 12 months.
Sell (S): The stock’s total return is expected to be less than 5% over the next 12 months.

Restricted (R): In certain circumstances, ICBC Yatirim policy and/or applicable law and regulations preclude certain types of communications, including
an investment recommendation, during the course of ICBC Bank’s and/or ICBC Yatirim’s engagement in an investment banking transaction and in
certain other circumstances.

Rating suspended: The recommendation, target price or both have been suspended temporarily due to market events that made coverage
impracticable or to comply with applicable regulations and/or firm policies in certain circumstances.

Not Covered: ICBC Yatirim does not cover the issuer or offer an investment view on the issuer or any securities related to it. Any communication from
research on Yatirim or companies that ICBC Yatirim does not cover is factual or a reasonable, non-material deduction based on an analysis of publicly
available information or consensus forecasts.

The price volatility may cause a temporary mismatch between the upside/downside potentials and the headline rating. However, analysts tend to
change their ratings at the time of any material change in market and/or company dynamics. Additionally, analysts may put the stocks Under Review
on a temporary basis if conditions do not allow or restrict to make a proper assessment of the company.

ICBC Yatirim analysts mainly base their target prices on the fair value calculations that are the results of various valuation methods that incorporate
analyst estimates for future earnings, cash flow and balance sheet of the respective company. Valuation methods that are employed most frequently
are Discounted Cash Flow (DCF) and International Peer Group Comparison, though other metrics such as Dividend Discount, Gordon Growth, and
Replacement Value Methods are also used wherever appropriate. ICBC Yatirim analysts may calculate the target return of each stock considering
only one method or assigning different weights to more than one method depending on the analyst's opinion as detailed in the respective research
publications. In addition to this, we identify the impacts of other fundamental factors and potential catalysts on the investor sentiment to arrive a more
accurate reflection of the market dynamics.

*Total return is calculated as the sum of the stock’s expected capital appreciation and expected dividend yield.
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Analyst Certification

The following analyst(s), Burak Isyar, hereby certify that the views expressed in this research report accurately reflect their personal views about the
subject securities and issuers. No part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or view
expressed in this research report.

Important Disclosures

(@) ICBC Yatirim does not hold a net long or short position exceeding 0.5% of the total issued share capital of the relevant issuer.
(b) ICBC Yatirim is not market-maker or liquidity provider in the securities of the relevant issuer.
(c) ICBC Yatinm may have received investment banking or capital markets mandates over the past 12 months in relation to the issuer.

Disclaimer

ICBC Yatirim holds the required licenses (Financial Intermediation License, Number: G050 (388); License Date: 01/01/2016) and operates under the
supervision of the Capital Markets Board (“CMB”) and in line with the CMB regulations.

This report has been prepared by ICBC Yatirim Menkul Dederler AS (“ICBC Yatinm”) solely for the clients of ICBC Yatirim. Though the information
herein is believed to be reliable and has been obtained from public sources believed to be reliable, ICBC Yatirim makes no representation as to its
accuracy or completeness. Opinions, estimates and projections constitute the current judgement of the author as of the date of this report. They do
not necessarily reflect the opinions of ICBC Yatirim and are subject to change without notice. ICBC Yatirim has no obligation to update or amend this
report or otherwise notify a recipient if any opinion, forecast or estimate herein changes or subsequently becomes inaccurate.

This report is provided for informational purposes only. Itis not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate
in any particular trading strategy. The financial instruments discussed in this report may not be suitable for all investors and investors must make their
own investment decisions. Prices and availability of financial instruments are subject to change without notice and investment transactions can lead to
losses as a result of price fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor’s currency, a
change in exchange rate may adversely affect the investment. Past performance is not necessarily indicative of future results.

Opinions and estimates contained herein are not under the scope of investment advisory services. Under any circumstances neither ICBC Yatirim nor
any of its parents, subsidiaries and affiliates, agents, or representatives shall be liable to any party for any direct, indirect, incidental, consequential, or
exemplary damages, including without limitation loss of profits arising in any way from the information contained in the research reports. The personnel
and consultants of ICBC Yatirim shall not have any responsibility in any case for direct or indirect damage caused by such information.

ICBC Yatirim shall not be held liable for damage to the hardware or software of the receiver caused by a virus or any other technical reason via delivery
of such reports by internet or through e-mails.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of ICBC
Yatinm and ICBC Yatirim accepts no liability whatsoever for the actions of third parties in this respect.
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