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Corporate governance is a key

The key risk for shareholders is corporate governance

In 2024, Globaltrans redomiciled to the UAE, delisted from LSE & MOEX and
received a sole listing on AIX. In our view, the company’s current corporate structure
creates significant financial infrastructure malfunction risks for shareholders.
Potential western sanctions could lead to settlement freeze in Euroclear and

trading termination on AlX.

Weak market conditions and uncertainty ahead

Globaltrans has been the beneficiary of the logistics reorientation and high railcar
rates during 2022-2024. We believe that the best years are behind us: lower coal
volumes put pressure on gondola rates, thus negatively affecting the company's
results in the upcoming years. In addition, Trump's presidential victory raises the
hypothetical question of some sanction easing, which could lead to relief of pressure
on infrastructural bottlenecks and further decreasing of railcar rates.

We initiate the coverage with a SELL rating

In our view, the company is fairly valued at the current 0.8x EV/EBITDA 2025

and 2.8x P/E 2025 due to its projected extensive capex over the next five years.
Our DCF-model target price of $4.3/GDR implies an upside of 2% from the current
level. However, the main risk for shareholders lies beyond DCF and WACC, hence
we initiate coverage with a SELL rating.
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Summary valuation and financials
2023 2024E  2025E 2026E

Net revenue 87,388 90,068 85650 82,511
Adj. EBITDA 52289 51,018 42690 35755
Net income 38620 34,531 30685 22809
Net debt (27,400) (38,731) (66,190) (72,088)
EPS, P 217 194 172 128
EV/Sales, x 040 039 041 043
EV/EBITDA, x 068 069 083 099
PIE, x 22 25 28 38

Net debt/EBITDA, x  (0.5x) (0.8x) (1.6x) (2.0x)
Free cash flow 3% 44% 16% 7%

yield, %
Source: Company data, Renaissance Capital estimates
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Sector overview Globaltrans

Russian Railways (RZD) railroad network is the third longest in the world at 87,000 km,
only behind the US and China. Loading volumes for the past 15 years have remained
stable with approx. 1.2bn tpa in 2023. The average transportation distance gradually
increased and in 2023 was about 2,000 km. Average railcar speed, excluding time at
intermediate terminals, was near a historic low of 41.2 km/h in 1H24.

The share of export cargo in total turnover is up to 55%, domestic — 40% and other —
import and transit. Key cargo categories include coal (primarily thermal, ~30% of total
volume), oil and oil products (~17%), construction materials (~11%), and iron and
manganese ore (~9%).

Figure 2: The main types of cargo are coal and crude oil and oil products, mnt  Figure 3: Cargo structure
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The growth of turnover in the past 10 years was caused by a change in the cargo structure:
an increase in the volume of coal and a subsequent decrease in construction materials
as well as oil and oil products. The reorientation of cargo flows from west to east in 2022-
2023 also supported the growth of the average distance of transportation.

Figure 4: Railroads cargo turnover has growing despite stable volumes
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Almost half of exported seaport cargo arrives by rail, equivalent to 1/4 (335mnt in 2023)
of the total rail transport volume. In 2023, more than half of coal (180mnt) and about 1/3
of crude oil and oil products (70mnt) loaded on rail were delivered to seaports.
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Figure 5: Cargo to ports by types of transport in 2023 Figure 6: Cargo to ports by railways in 2023
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Infrastructure and regulation

The cost of rail freight transportation is composed of a regulated tariff — fee for locomotive
power and infrastructure, and a market component — railcar rent.

Tariffs for railways and locomotives are regulated by the Federal Antimonopoly Service
(FAS). These tariffs are systematically adjusted by the government based on inflation
(average of two previous and forecast of two following years) minus 0.1 ppt. However, such
principle did not apply for the years 2022-2025. Due to the introduction and changes in
surcharges, the actual price increase can significantly exceed the inflation adjustment level.

Monopoly tariffs are classified into three categories based on the type of goods:

e  First tariff class: commodity cargo with transportation cost component in the final
price exceeding 15% (coal, crushed stone, iron ore, etc.), which are transported at
a reduced tariff (less than the cost of infrastructure services). The discount to the
second tariff class price for some products can exceed 40%.

e  Second tariff class: cargo with transportation cost component in the final price of 8-
15% (oil and oil products, grain, fertilisers, etc.), which are transported at a tariff that
is equal to the cost of infrastructure services. This class also includes containers.

e Third tariff class: cargo with the transportation cost component in the final price
less than 8% (a wide range of metallurgical products, non-ferrous metals,
equipment, etc.), which are transported at a higher tariff to compensate for the
cost of the first tariff class goods transportation. The premium to the price of the
second tariff class for some cargo can exceed 70%.

Under the impact of sanctions, changes in logistics routes have led to increased
pressure on infrastructure and resulted in the formation of bottlenecks. Consequently,
average railcar turnover reached a 15-year high of 18.8 days in 2023, and wagon rates
increased significantly.

Trump's presidential victory raises the hypothetical question of sanction easing, which in
turn would lead to the recovery of previous logistical routes. Reduced load on the Eastern
polygon and shorter transportation distance for some types of cargo (e.g. distance from
Ural metallurgical plants to Black Sea and Baltic ports — 2,000-2,500 km vs 7,000-8,000 km
to Far Eastern ports) should lead to a substantial drop in demand for wagons. Recovery
of railcar turnover could cause a surplus of capacity on the market and, consequently,

a drop in railcar rates. Recently, Head of RZD Oleg Belozerov estimated a surplus of
220,000 wagons (16% of the total working fleet).
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RZD's growth projects
The Eastern Polygon

Upon completion of phase Il of the Eastern Polygon modernisation, throughput capacity
should increase from 173mnt in 2023 to 180mnt in 2024. The next phase implies growth
to 210mnt by 2030 and 270mnt by 2032. The government and RZD estimate that phase Il
will require an investment of P340bn in 2024 and phase Il — P3.7trn by 2035.

Routes to the ports of the Azov-Black Sea basin

RZD plans to increase the capacity of railways towards Azov-Black Sea basin ports from
125mnt in 2023 to 131mnt in 2025. By 2030, the capacity is targeted to reach 152mnt.
The total investment is estimated at P670bn.

Railcar market

As of September 2024, the total operating fleet on the RZD network was approximately
1.2mn railcars, including 600,000 gondolas and 250,000 tank cars. The average age of
freight wagons at the June of 2024 was 12.8 years.

The railcar operator market is highly competitive, with no single player controlling more
than 15% of the market by fleet size. The largest operators are the Federal Freight
Company (c. 133,500 wagons; controlled by RZD) and the First Freight Company
(c.100,000 wagons; controlled by Aurora Invest).

Figure 7: Around half of the railcars were gondolas in September 2024
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Gondola market

More than half of all cargo transported by rail is carried in gondolas. The regular
transportation distance is 1,700-2,300 km. The most efficient operators can maintain an
empty run ratio close to 40-45%. The largest players in this market are Federal Freight
Company and First Freight Company.

Coal is the main cargo, accounting for more than 50% of the total volume. So, there is some
correlation between coal prices and gondola rates. However, the main driver in gondola
rates is the volume of transported coal.
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Figure 8: Gondola spot rate correlates with thermal coal price Figure 9: Coal transported volumes
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For example, while coal prices have nearly halved since their peak in 2023 and
transportation volumes decreased by 6.2% YoY in 10M24, the gondola rates only
declined by 6.3% from Dec-23 peaks.

Lower coal prices have a direct impact across the industry: decreasing the margins of
Russian coal producers, lowering gondola rates and port transshipment fees. However,
if coal prices fall below the cost of production, the government could adjust the tariffs and
duties to support the industry.

The decline in the transportation volumes of metals (10.2% less YoY in 10M24)
and construction materials (13.9% less YoY) partly due to the growth slowdown in
the construction sector put additional pressure on gondola rates.

Rail tank market

The rail tank transportation market (mainly oil products) is the second largest in

terms of volume: about 17% of all cargo. The typical distance of transportation is about
800-1,200 km and the empty run ratio is close to 100%. The largest players in the market
are Transoil (c. 54,000 wagons; controlled by Gennady Timchenko), Neftetransservice
(c. 36,000 rail tanks; controlled by SUEK) and RailGo (c. 24,000 rail tanks; controlled

by Rakhman Khalilov).

Unlike the gondola segment, this market is characterised by considerably lower rental rate
volatility due to higher prevalence of medium- and long-term transporting contracts.

Figure 10: Oil and oil products transported volumes
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Business overview

Globaltrans is among the top 10 largest freight rail transportation companies by fleet size.
The company’s rail fleet is older than the Russian average and includes 62,000 railcars:
42,000 gondolas (the average age 15.4 years) and 18,000 rail tanks (18.6 years).

Figure 11: Globaltrans - ageing fleet
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The company accounted for 6% of Russian turnover in 2023. Globaltrans transported
73.5mnt cargo: 55.4mnt in gondolas (mostly metals and coal) and the rest in rail tanks.
Around 62% of revenue came from the gondola segment and 31% - rail tank segment.

Close to 60% of Globaltrans revenue derives from medium- and long-term contracts
which smooths out the effect of changes in spot rates.

Figure 12: Globaltrans - net revenue, Pmn Figure 13: Globaltrans - EBITDA and EBITDA margin
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Figure 14: Globaltrans — empty run ratio
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Globaltrans - cost of goods sold structure in 2023
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Business development

Between 2025 and 2029, the company will have to write off about 30% of its aging fleet
(40% of its gondola fleet). If market conditions (prices for new railcars, railcar rates and
loan rates) do not improve significantly, the management will face a difficult choice: to
reduce the business or invest in the purchase of fleet with expected low return. According
to the company, Globaltrans will try to maintain its business volumes and, consequently,
reinvest in the fleet. In our view, the company will partly optimise capex by purchasing
used railcars and leasing third-party fleets.

We believe the company's total capex (including maintenance) for the period of 2025-
2029 could be around P30-33bn annually (up from P8bn during 2023-2024).

Shareholder structure

The main shareholder is Agniet Capital (32.1% stake), controlled by Kazakh businessman
Kairat Itemgenov. Free float is equal to 41.5%.

In late 2024, the company announced delisting from MOEX and LSE and got a listing

on AIX. Leaving the Russian market, Globaltrans launched on-exchange tender offer

and bought back about 14% of its capital (almost all the securities accounted in NSD

and SPB Bank) at a price of P520/GDR. The offered price was below our fair value, but we
recommended to accept the offer due to infrastructural restrictions on potential dividends
for Russian holders and delisting from the exchange.

Figure 16: Globaltrans - shareholder structure

Marigold
Investments
11%

Free float
42%
Agniet Capital
32%

Quasi-
treasury
shares

14%

Source: Company data

Dividend policy

Facing financial infrastructural difficulties with dividend distribution, the company
suspended payments in 2022 and completely cancelled its dividend policy in 2024.
Previously Globaltrans paid more than 100% of FCF or up to 130% of shareholders
net income.
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Figure 17: Globaltrans - dividend history
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Corporate governance

The company has moved from Cyprus to the UAE, creating a cause for concern for
minority shareholders. In our view, the company's current corporate structure creates
significant financial infrastructure malfunction risks. Globaltrans' depositary receipts are
accounted in Euroclear, and potential US/EU sanctions could lead to the securities freeze.
In addition, potential US/EU/UK restrictions in case of tightening of sanction pressure,
could also result in a trading termination on AIX and subsequent loss of liquidity.

Current AlX listing mandates at least minimum financial disclosure as a public company.
If the listing is terminated, the company will only need to publish the information required by
the UAE laws (the volume and quality of such required disclosures raises fair questions).

Another risk factor is the foreign depositary bank (Citi Bank) as the issuer of the GDRs.
Given its jurisdiction, it is possible that the depositary could freeze payments to GDR
holders and cease to interact with them. It could also prejudice GDR holders voting rights.
We have already witnessed this case in September 2024, when Citi Bank did not ensure
the participation of GDR holders in the extraordinary shareholders' meeting (EGM).

Finally, after the GDR buyback in NSD and SPB Bank, major shareholders took an
effective control over the company. We think that the sale of Russian assets could be
considered as a potential option, like we have already seen in the cases of Qiwi,
Polymetal and HMS Group. The terms of such possible sale might not reflect the fair
value of the Russian assets. Moreover, the cash from the sale might not reach the
minority shareholders at all due to abovementioned financial infrastructure risks.
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Key thoughts on the outlook
Dividend distribution is in question
Globaltrans has accumulated a substantial net cash position that could reach P53bn
by the end of this year, creating opportunities for high capital return. Nevertheless, the
company noted in its latest press release that it does not see the possibility of resuming
regular dividend payments in the foreseeable future.
Challenging market conditions
Lower coal export volumes put pressure on gondola rates, which, in our view, will
negatively affect Globaltrans’ revenue and margins. Due to the high share of medium-
and long-term contracts in the revenue, we expect the company's figure to decline slower
than spot gondola rates.
We value Globaltrans at $4.3 per GDR
Financial outlook summary
o We assume that the company's revenue will moderately decline over the next 5
years, mainly due to the expected decline in gondola rates.
e We estimate that the adjusted EBITDA margin will decrease to 36% by 2028
(vs 60% in 2023) and stabilise close to this level.
Figure 18: Globaltrans - revenue should decline following freight rates Figure 19: Globaltrans — EBITDA margin squeeze
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We value Globaltrans at $4.3 per GDR

Our DCF model-related fair price of $4.3 per GDR implies 2% upside vs the current levels.
However, the main risk for shareholders lies beyond DCF and WACC, hence we initiate
coverage with a SELL rating.
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Figure 20: Globaltrans - assumptions and operating data
2019 2020 2021 2022 2023 2024E 2025E 2026E
Gondolas, EoP 45,620 45,647 47,775 45,711 45,686 44,546 44,546 44,546
Rail tanks, EoP 19,736 20,417 19,587 18,796 18,384 18,384 18,234 18,084
Source: Renaissance Capital estimates
Figure 21: Globaltrans - financial summary, Pmn (unless otherwise stated)
2021 2022 2023 2024E 2025E 2026E 2027E 2028E
Net revenue 58,492 81,610 87,388 90,068 85,650 82,511 81,547 82,705
Growth, % 3% -5% -4% -1% 1%
-Gondola revenue 32,831 52,381 53,804 54,410 49,590 46,046 44,352 44,750
-Rail tank revenue 20,942 24,409 27,397 29,659 30,588 31,121 31,952 32,803
-Other revenue 4,720 4,821 6,187 5,999 5472 5,344 5,243 5,153
Cost of sales -33,676 -41,065 -40,539 -44,554 -49,311 -54,402 -58,781 -63,137
Gross profit 24,817 40,545 46,849 45,514 36,339 28,109 22,766 19,568
Margin, % 42% 50% 54% 51% 42% 34% 28% 24%
SG&A -4,296 -4,908 -5,841 6,573 -6,641 -6,749 -6,909 -7,133
Depreciation and amortisation 7,771 9,350 11,299 11,769 12,674 14,070 15,446 16,856
Adjusted EBITDA 29,044 49,216 52,289 51,018 42,690 35,755 31,637 29,632
Margin, % 50% 60% 60% 57% 50% 43% 39% 36%
EBIT 21,627 34,302 44,125 39,041 29,798 21,460 15,958 12,535
Margin, % 37% 42% 50% 43% 35% 26% 20% 15%
Finance income 327 812 2,173 8,889 12,566 11,419 9,238 6,622
Finance cost -2,507 -2,602 -2,405 -1,889 -1,549 -1,254 -1,184 -1,184
Income before income tax 19,438 33,152 47,087 46,041 40,913 31,679 24,068 18,025
Income tax benefit (expense) -4,338 -8,232 -8,469 -11,510 -10,228 -8,870 6,739 -5,047
Effective tax rate, % 22% 25% 18% 25% 25% 28% 28% 28%
Shareholders net income 12,987 25,193 38,620 34,531 30,685 22,809 17,329 12,978
Margin, % 22% 31% 44% 38% 36% 28% 21% 16%
Capex -8,439 -11,424 -8,261 -8,380 -28,722 -29,817 -30,920 -32,065
Free cash flow (RenCap formula) 16,457 15,588 29,838 38,058 13,462 5,846 822 -34271
Free cash flow (Globaltrans formula) 16,131 14,825 25,845 29,169 895 -5,573 -8,416 -10,049
DPS, P 225 0 0 0 0 0 0 0
Dividend yield to current price, % 5% 0% 0% 0% 0% 0% 0% 0%
Net Debt (excluding lease) 18,464 4,596 -27,400 -38,731 -66,190 -72,088 -72,966 -69,588
Net Debt/EBITDA (excluding lease) 0.6x 0.1x (0.5x) (0.8x) (1.6x) (2.0x) (2.3x) (2.3x)
Source: Renaissance Capital estimates
Figure 22: Globaltrans - DCF model, Pmn (unless otherwise stated)
DCF model 2026E 2027E 2028E 2029E 2030E 2031E 2032E
EBIT 21,460 15,958 12,535 10,629 10,231 10,015 9,809
Tax rate 25% 25% 25% 25% 25% 25% 25%
NOPAT 16,095 11,968 9,401 7,972 7,673 7,511 7,357
D&A 14,070 15,446 16,856 18,263 19,265 19,936 20,601
CAPEX (29,819) (30,920) (32,067) (33,253) (13,470) (13,898) (14,337)
Change in NWC 329 191 78 (11) (61) (60) (62)
Lease payments (2,595) (2,295) (2,359) (2,425) (2,494) (2,566) (2,641)
FCFF (1,920) (5,610) (8,090) (9,454) 10,913 10,923 10,917
WACC 23.7%
Terminal growth 4.0%
Discount factor 0.81 0.65 0.53 043 0.35 0.28 0.23
DCF (1,553) (3,668) (4,278) (4,043) 3,773 3,054 2,469
Sum of DCF (4,245)
Terminal value 13,057
EV 8,811
Net Debt (66,190)
Fair equity value 75,001
# of shares, mn 178
TP at 31.12.2025, P/shares 421
$/P at 31.12.2025 98
TP at 31.12.2025, $/shares 43

Source: Renaissance Capital estimates
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Sensitivity analysis

Figure 23: Globaltrans - sensitivity of company valuation to WACC and growth rate
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