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The credit profile of Turkish-based port operator Global Liman Isletmeleri A.S. (GPH,
Corporate Family Rating B2, stable outlook) is supported by the positive cash flow generation
and realised operating margins associated with the company's increasingly diversified cruise
and cargo ports, operated under concession agreements exhibiting maturities ranging from
2019 to 2066. The credit quality also reflects the pricing flexibility in respect of tariffs applied
by GPH at its key managed ports and the limited investment requirements associated with
its currently managed ports portfolio. GPH's credit profile also refects the expectation of
greater transparency and improved governance following the 2017 London listing of its
immediate parent company, Global Ports Holding PLC (GPH PLC).
However, the credit profile is constrained by the company's relatively small scale operations
compared to other rated port operators, with container activity concentrated at the Turkish
port of Akdeniz, which is characterised by a relatively short remaining concession life
(maturity 2028). GPH's credit quality also reflects the limited diversification of cargo, due
to the strong bias towards exports of marble and cement and the absence of long term take
or pay agreements, as well as the vulnerability of Turkish cruise operations to geopolitical
and terrorism risk. GPH’s credit quality also reflects the leveraged profile of the company
and incorporates the risks stemming from its acquisitive strategy and focus on attractive
shareholder remuneration policies.
Exhibit 1

Debt evolution reflects GPH's growth strategy but credit metrics are also impacted by
challenges at its Turkish ports
FFO ($ million, LHS)
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Note: Represents Moody's forward view, not the view of the issuer and incorporating Moody's Global Standard Adjustments for
Non-Financial Corporations. 2014-16 historical ratios calculated on the basis of the restated and audited consolidated financial
statements included in the prospectus published in the context of the public listing of GPH PLC. 2017 gross debt includes a higher
adjustment for operating leases compared to previous years, in line with information included in GPH's audited accounts.
Source: Company, Moody's Investors Service
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Credit Strengths
» Positive cash flow generation from cruise and cargo operations
» Increasing presence in the cruise segment provides geographical and operational diversification
» Pricing flexibility at the majority of managed ports
» Limited capital expenditure requirements associated with existing ports portfolio

Credit Challenges
» Relatively small scale of port operations compared to other rated peers
» Dominance of container activity at Akdeniz and limited cargo diversification exposes the company to changing economic and
political conditions
» Turkish cruise activities vulnerable to geopolitical risk
» Relatively significant minority shareholders at some of its key port assets
» Leveraged financial profile
» Acquisitive corporate strategy and focus on shareholder remuneration levels

Rating Outlook
The outlook on the ratings is stable, reflecting our expectation that GPH’s financial metrics will remain broadly commensurate with the
levels required for the B2 rating.

Factors that Could Lead to an Upgrade
A rating upgrade could result from GPH's credit metrics improving to a level consistently above the range for the current rating, namely
a Funds From Operations (FFO)/debt ratio in the teens in percentage terms and FFO interest cover in excess of 2.5x, coupled with a
period of settled and stable operations evidencing a solid operating performance and generation of positive free cash flow.

Factors that Could Lead to a Downgrade
Negative rating pressure would develop if GPH's credit metrics were to weaken to levels not considered commensurate with the
current rating level, namely FFO/debt persistently in the high single digits in percentage terms and FFO interest cover below 2.0x.
Furthermore, downward rating pressure could result from major acquisition activity that resulted in a negative change in the company's
risk profile, a deterioration of the company's liquidity position and/or outsized dividend distributions.

Key Indicators
Exhibit 2

Key Indicators
Dec-17

Dec-16

Dec-15

Cash Interest Coverage

2.3x

2.3x

2.4x

Dec-14

2.4x

FFO / Debt

9.1%

9.8%

9.3%

7.7%

Moody's Debt Service Coverage Ratio

1.4x

1.6x

1.4x

1.1x

RCF / Capex

0.5x

-0.2x

1.3x

0.9x

Note: All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations. For definitions of Moody's most common ratio
terms please see the accompanying User's Guide.
Source: Moody's Financial Metrics

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Profile
Global Liman Isletmeleri A.S. (GPH) is a cruise and container port operator based in Turkey. The company operates two cruise and ferry
ports (Bodrum and Ege) located on Turkey's Aegean coast and one mixed cruise and commercial port (Akdeniz) located on Turkey's
Mediterranean coast. In addition, GPH holds controlling stakes in the commercial port of Bar (Montenegro, 64% stake), as well as in
the cruise ports of Barcelona (Spain, 62% stake), Valletta (Malta, 56% stake) and, indirectly, in the cruise port of Malaga (80% stake
held through the Barcelona port). In addition, GPH has controlling stakes in three smaller ports in Italy (Cagliari, Catania and Ravenna).
The group holds non-controlling stakes in the cruise ports of Lisbon (Portugal), Singapore and Venice (Italy). All of GPH's port interests
are operated under various concession agreements with a weighted average remaining life of just over 15 years as of YE 2017. GPH also
recently announced to have concluded an agreement for the management of the Port of Havana for a period of 15 years.
GPH is fully owned by the holding company Global Ports Holding PLC, listed on the London Stock Exchange (34.37% free float, 5.03%
European Bank for Reconstruction and Development and 60.6% Global Investment Holding, a Turkish investment holding company
with presence in energy, ports, real estate and finance).

Detailed Credit Considerations
Relatively small scale of port operations compared to other rated peers
GPH's credit profile reflects the company's small scale and narrow product diversification of its cargo operations, which weigh on its
overall risk profile. GPH currently fully consolidates in its accounts and operates ten different ports. The dominant contributor to the
group's revenues and operating profitability remains the port of Akdeniz, which accounted for approximately 50% of revenues and 58%
of segmental EBITDA1 for YE 2017. The current configuration of the port allows it to handle 5 million tons per year of bulk and general
cargo and 500,000 twenty-foot equivalent unit containers (TEUs) per year. Whilst this means that there is currently enough spare
capacity for future growth without the need of material investments (Akdeniz handled 1.4 million tons of bulk and general cargo and
200,000 TEUs in 2017), the size of the Akdeniz port and the product diversification of export and import items are relatively limited
when compared to peers. For example, the Turkish port of Mersin (Ba1 under review for downgrade) is currently able to accommodate
1.6 million TEUs per year.
Exhibit 3

Exhibit 4

FYE 2017 revenue breakdown

FYE 2017 segmental EBITDA breakdown

Revenue $116 million
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4%
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Note: Year-end breakdown more representative of operating performance due to
seasonality of cruise activities.
Source: Company, Moody's Investors Service

Akdeniz's growth prospects remain constrained by the port's lack of rail connections, with transit of goods to the port reliant on
expensive road transport. In addition, the port has a relatively short remaining concession life of 11 years as of YE 2017, which further
weighs on GPH's credit profile.
Dominance of container activity at Akdeniz exposes the company to changing economic and political conditions
GPH's commercial activities accounted for 57% of revenues and 60% of segmental EBITDA in 2017, mostly concentrated at the Turkish
port of Akdeniz, although the company also has small commercial activities at the port of Adria-Bar (Montenegro).
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Akdeniz's operations are characterised by relatively limited diversification, given the strong bias towards exports of marble (mainly to
China) and cement (to Northern Africa and the Middle East). This exposes the company to changing economic and political conditions,
given the profile of the served countries and the absence of long term take or pay agreements, resulting in vulnerability to volume
variations.
This risk exposure was evident in 2015 when, in light of the slowdown in Chinese economic activity, marble exports from the Akdeniz
port to China declined by 8% vs. the previous year. As a result, overall consolidated throughput recorded by GPH for the year 2015
contracted by 4.6% vs. 2014. GPH mitigated the adverse impact of declining marble exports through raising tariffs and enhanced
diversification, increasing Akdeniz's share of Turkish imports (mainly PVC and furniture), which are typically characterised by higher
port tariffs. This strategy, in addition to the depreciation of the Turkish Lira (which forms approximately 70% of the cost base of GPH's
commercial operations, while revenues are denominated in US Dollars) somewhat mitigated the negative financial impact of these
trends.
Whilst marble exports from the port of Akdeniz to China recorded an 8% recovery in the period January-May 2016, an investigation
launched by Chinese officials into marble imports in May 2016 resulted in a material impact on volumes in June 2016, with an
overall 8% decline in throughput at the port of Akdeniz for the first six months of 2016 (vs. the corresponding period in 2015). The
investigation concluded in the second half of 2016, resulting in the start of the recovery of marble export volumes. As of YE 2017, GPH
reported an increase in total throughput of 16.6% vs. 2016.
Despite the significant pressures on marble exports over the period 2015-16, flexibility in respect of tariffs applied at its commercial
ports, which enabled GPH to increase yields per TEU, mitigated the detrimental impact on revenues, while the depreciation of the
Turkish Lira further supported profitability and EBITDA margins. However, in 2017 container commercial yields exhibited a decline,
mainly as a consequence of the change in TEU mix, with GPH reporting a 5.7% contraction in yields for the full year, partially offsetting
the beneficial effect of increasing handled volumes. More recently, for the three months to March 2018, GPH reported a 4.7% increase
in total throughput vs. the corresponding period in 2017.
Exhibit 5

Exhibit 6

Container volumes recovered in 2017 after the 2015-16 weaknesses

Pricing flexibility and Turkish Lira depreciation mitigated financial
impact

Volumes and yields evolution at GPH commercial ports

Evolution of commercial revenues and EBITDA margin
Akdeniz - Throughput ('000 TEU) LHS
Adria-Bar - Throughput ('000 TEU) LHS
Akdeniz - Container revenue per TEU ($) RHS
Adria-Bar - Container revenue per TEU ($) RHS
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In the general and bulk cargo segment, GPH exhibits vulnerability to variations of cement export volumes, which has been impacted
in 2011 by the Arab Spring and the following years by the unrest in the main export markets (which include Syria, Iraq, Libya and
Egypt). A proactive tariff management and enhanced diversification mitigated the financial impact of this exposure. In addition, there
is some volatility in volumes at the port of Adria-Bar depending on handling of special cargo projects. Yields for general and bulk cargo
reported a relatively significant contraction in 2017 (-8.1% vs. the corresponding period in 2016), thus mitigating the positive effect
deriving from increasing volumes handled (+16.2% vs. 2016). More recently, for the three months to March 2018, GPH reported a 0.9%
decrease in general and bulk cargo volumes vs. the corresponding period in 2017.
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Exhibit 7

General and bulk cargo volumes driven by cement exports
Data for Akdeniz port
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Source: Company, Moody's Investors Service

In addition to the above, the development of two new container and general cargo ports close to the area of Izmir in Turkey could
potentially divert some traffic away from GPH's port of Akdeniz. However, this risk is mitigated by the reliance on expensive land
transportation to those ports.
Increasing presence in the cruise segment provides some diversification
GPH maintains a relatively sizeable position in the Turkish cruise market, mainly through the operation of the Ege port. In addition to
its domestic cruise operations, the company is increasingly establishing its presence in international markets, such as Spain (following
the acquisition of the Barcelona and Malaga ports) and Malta (Valletta cruise port). The presence in this segment provides the company
with some revenue diversification, both geographically and operationally, which benefits the company's risk profile. Overall, cruise
activities accounted for approximately 43% of GPH's revenues and 40% of segmental EBITDA in 2017.
GPH is growing this segment through acquisitions, which have resulted in an increase in passenger volumes managed. In 2017, the
company handled 4.1 million cruise passengers through its ten consolidated ports (+15.2% vs. 2016; +3.5% on a like-for-like basis).
Despite the increasing number of cruise passengers, GPH reported consolidated cruise revenues of $50.3 in 2017, a 6.3% contraction
vs. 2016. This was mainly due to the continued decline in cruise passenger volumes at the Ege port. In 2017, cruise passengers at
the port contracted by 53% vs. the corresponding period in 2016, as cruise lines reacted to political instability and terrorism risks
in Turkey. Whilst we expect passenger volumes at Ege to revert to growth, a material increase is not envisaged before 2019 at the
earliest. As such, the lower share of high yield Turkish cruise port activities is expected to continue to weigh on the overall performance
of the group, mitigated by the diversification of GPH's cruise operations and the growth of GPH’s Mediterranean cruise ports (in
particular, Barcelona). More recently, for the three months to March 2018, GPH reported a 6.3% increase in cruise passengers vs. the
corresponding period in 2017.
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Exhibit 8

Exhibit 9

Cruise passenger volumes benefit from external growth...

… but profitability has suffered due to decrease in passengers at
Ege

Evolution of cruise passengers by port (million)
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More generally, we note that cruise activities are characterised by an element of cyclicality and relatively limited cash flow visibility,
when compared with other infrastructure companies exhibiting a lower exposure to the leisure segment and/or more stable or
contracted cash flows. More specifically, bookings by cruise operators are only finalised 12-18 months in advance and GPH retains a
high exposure to the number of cruise passengers. In addition, leisure demand can be affected by exposure to geopolitical and terrorism
risk, as evidenced by the significant volume contractions at the Ege port in 2016 and 2017. This is partially mitigated by the significant
cruise ship order book expected to be deployed to Europe in coming years2. In addition, we note that tariffs applied by GPH at its
largest cruise port (Barcelona) require the approval by the port authority, which limits GPH's discretion to implement price increases to
support the company's financial performance.
High leverage and acquisitive corporate strategy weigh on credit profile
As of YE 2017, GPH reported an FFO/debt ratio of 9.1% and FFO interest cover of 2.3x, thus exhibiting a relatively leveraged profile.
Despite some improvements in the operational and financial performance of the company, we do not expects key credit metrics to
materially improve over the short term, which prompted the recent repositioning of the credit quality of the company.
GPH's credit quality and credit metrics also reflect the continued focus on attractive shareholder remuneration policies. Over
the period 2016-17, GPH paid out dividends totalling more than $65 million, which compares with a Moody’s calculated FFO of
cumulatively $72 million for the same period, partially returning to shareholders the capital increase finalised in 2015, following the
acquisition of a stake in GPH by the European Bank for Reconstruction and Development.
In addition, GPH's credit profile incorporates an element of risk stemming from management's highly acquisitive strategy given the
sizeable pipeline of cruise port acquisition opportunities under evaluation, which also generates additional costs as part of the due
diligence process associated with such transactions. Whilst such acquisitions would increase the group’s size and diversification, as well
as being accretive to earnings, M&A activity must be funded and may also bring operational and integration challenges. Nevertheless,
Moody’s notes that acquisition activity will likely be mainly finalised at the level of GPH PLC, with the required equity contributions for
such activity funded by the proceeds from its public listing.
We expect that GPH will continue to finance its more sizeable acquisitions largely through non-recourse debt at the subsidiaries'
level. Moody's highlights that non-recourse debt located at GPH's subsidiaries is taken into account for the purpose of calculating
consolidated credit metrics for GPH. However, in the context of the company's structure and acquisition strategy, we also note that
the presence of minority shareholders at some of its key port assets, means that there is some cash flow leakage from the group. As the
debt at the level of such assets reduces as a consequence of repayments (for assets financed on a non-recourse basis), we expect the
parent company to increase its reliance on dividends from ports which it does not fully own. We consider such reliance to entail greater
financial risk than having full access to the cash flows of the operating companies given lower predictability of such dividends.
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Liquidity Analysis
Barring material acquisitions, we expect GPH to have good liquidity over the next 12 months, backed by cash balances and good
operating cash flows. GPH had unrestricted cash balances of $48 million as of December 2017 (excluding cash held at its parent
company GPH PLC). Capital expenditure will be relatively limited. Debt maturities over the medium term are mainly related to
amortising debt located at subsidiaries and small finance leases. However, the company exhibits some concentration of maturities in
light of the $250 million bond due in 2021.
GPH has a limited exposure to exchange rate risk. The bond at the GPH holding company level is denominated in US Dollars, in line
with the revenues from its commercial Turkish operations. Revenues from Turkish cruise activities are denominated in Euros. Operating
costs for domestic activities, however, are mostly denominated in Turkish Lira. With regard to international subsidiaries, cash flows and
debt are virtually fully denominated in Euros.
Exhibit 10

Debt maturity profile
Eurobond ($ m)

Other ($ m)

250

200

150
250
100

37

50

7

1

2018

2019

21

10

0

0
2020

2021

2022

2023

2024 and after

Note: As of year-end 2017.
Source: Company, Moody's Investors Service

The company's dividend distributions are limited by covenants in the bond documentation (i.e. maximum amount of 50% of
consolidated net income from Restricted Subsidiaries) but distributable amounts can increase to include proceeds from capital
increases, thus somewhat limiting the protection deriving from the covenant. GPH's ability to upstream cash is also limited by a
maximum permitted leverage ratio, with restricted payments (e.g. dividends) not allowed if Debt/EBITDA is above 5.0x (excluding the
contribution from Unrestricted Subsidiaries; the ratio was 4.5x as of December 2017).

Structural Considerations
The senior unsecured bond of $250 million (issued by GPH in 2014 and due in 2021) is rated B2 (LGD4, 57%), the same as the
Corporate Family Rating. This reflects (1) the company's overall probability of default rating of B2-PD; and (2) the ranking of the bond
within GPH's capital structure.
The bond benefits from irrevocable unconditional and timely joint and several guarantees from GPH's major operating subsidiaries,
namely Ortadogu Antalya Liman Isletmeleri A.S. (Akdeniz) and Ege Liman Isletmeleri A.S. (Ege). These subsidiaries accounted for more
than 60% of GPH's total segmental EBITDA in 2017. Currently, the majority of GPH's group debt is represented by the bond at the
GPH level. Approximately 25% of total group debt is currently located at the level of subsidiaries, mainly small finance leases and debt
related to the acquisitions.
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Rating Methodology and Scorecard Factors
The principal methodology used in these ratings was the Privately Managed Port Companies, published in September 2016. Other
methodologies used include Loss Given Default for Speculative-Grade Companies published in December 2015. Please see the Rating
Methodologies page on www.moodys.com for a copy of these methodologies.
Exhibit 11

Rating factors
Moody's 12-18 Month
Forward View
As of August 2018 [3]

Current
FY 31/12/2017

Privately Managed Port Industry Grid [1][2]

Factor 1 : Market Position (25%)

Measure

Score

Measure

Score

a) Port Size / No. of Ports Owned

Baa

b) Quality of Service Area and Connections

Ba

Baa
Ba

c) Operational Restrictions

Baa

Baa

Factor 2 : Diversity of Customer Base (10%)
a) Exposure to volume variation

B

B

b) Dominance of Customers

Ba

Ba

a) Scale and Scope of Capital Expenditure Programme

Ba

Ba

b) Management attitude to financial risk

B

B

c) Proportion of Revenues from Non-Core Activities

Aa

Aa

Baa

Baa

Factor 3 : Capital Programme, Stability of Business Model and Financial Profile (15%)

Factor 4 : Nature of Asset Ownership (10%)
a) Ownership and Control of Assets
Factor 5 : Key Credit Metrics (40%)
a) Cash Interest Coverage

2.3x

Ba

2.3x - 2.5x

b) FFO / Debt

9.1%

Ba

9% - 10%

Ba
Ba

c) Moody’s Debt Service Coverage Ratio

1.5x

Caa

1.3x - 1.5x

Caa

d) RCF / Capex

0.5x

Ba

-0.5x - 0.5x

B

a) Debt Structure & Liquidity Protection

None

0

None

0

b) Control Afforded To Creditors

None

0

None

0

Rating Lift:

Rating:
Indicated Rating from Grid Factors 1-5

Ba3

Rating Lift

Ba3

0

0

a) Indicated Rating from Grid

Ba3

Ba3

b) Actual Rating Assigned

B2

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] As of 31/12/2017.
[3]This represents Moody's forward view, not the view of the issuer and unless noted in the text does not incorporate significant acquisitions and divestitures.
Source: Moody's Financial Metrics

Ratings
Exhibit 12

Category
GLOBAL LIMAN ISLETMELERI A.S.

Outlook
Corporate Family Rating
Bkd Senior Unsecured

Moody's Rating

Stable
B2
B2

Source: Moody's Investors Service
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Appendix
Exhibit 13

GPH Moody's adjusted Debt breakdown
in USD thousands

As Reported Debt

FYE
Dec-14

FYE
Dec-15

FYE
Dec-16

FYE
Dec-17

341,720

336,861

351,410

339,429

Pensions

1,552

1,464

1,287

936

Operating Leases

8,695

14,200

11,640

47,650

Non-Standard Adjustments
Moody's Adjusted Debt

-2,505

-1,585

6,856

7,372

344,603

365,489

359,212

397,678

All figures are calculated using Moody's estimates and standard adjustments. FYE = Financial year-end.
Significant increase in the operating lease adjustment is mainly due to changes in the accounting treatment of rent expense.
Source: Moody's Financial Metrics
Exhibit 14

GPH Moody's adjusted EBITDA breakdown
in USD thousands

As Reported EBITDA
Operating Leases
Unusual Items

FYE
Dec-14

FYE
Dec-15

FYE
Dec-16

FYE
Dec-17

74,524

76,747

72,474

59,338

870

1,420

1,164

4,765

-5,808

-5,718

0

9,111

Non-Standard Adjustments

-19,088

-671

-2,219

-2,548

Moody's Adjusted EBITDA

50,498

71,778

71,419

70,666

All figures are calculated using Moody's estimates and standard adjustments. FYE = Financial year-end.
Source: Moody's Financial Metrics
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Exhibit 15

Global Liman Isletmeleri A.S.
Selected historic Moody's adjusted financial data
FYE
Dec-14

FYE
Dec-15

FYE
Dec-16

FYE
Dec-17

Revenue

90,684

105,481

114,869

116,366

EBITDA

50,498

71,778

71,419

70,666

in USD thousands
INCOME STATEMENT

EBITDA Margin %

55.7%

68.0%

62.2%

60.7%

EBIT

19,412

33,034

30,341

25,560

EBIT Margin %

21.4%

31.3%

26.4%

22.0%

Interest Expense

18,779

25,050

27,301

28,416

BALANCE SHEET

Cash & Cash Equivalents

44,640

73,044

38,356

40,725

Total Assets

716,199

784,033

712,680

748,282

Total Debt

344,603

365,489

359,212

397,678

26,376

34,130

35,297

36,377

CASH FLOW

Funds From Operations (FFO)
FFO / Debt

7.7%

9.3%

9.8%

9.1%

Capital Expenditures

13,294

8,147

11,163

16,520

Dividends

13,974

23,256

37,618

27,847

Retain Cash Flow (RCF)

12,402

10,874

-2,321

8,530

0.9x

1.3x

-0.2x

0.5x

-15,079

764

-14,297

-15,155

EBITDA / Interest Expense

2.7x

2.9x

2.6x

2.5x

Cash Interest Coverage

2.4x

2.4x

2.3x

2.3x

Debt / EBITDA

6.8x

5.1x

5.0x

5.6x

Net Debt / EBITDA

5.9x

4.1x

4.5x

5.1x

50.5%

48.9%

53.2%

56.6%

1.1x

1.4x

1.6x

1.4x

RCF / Capex
Free Cash Flow (FCF)
INTEREST COVERAGE

LEVERAGE

Debt / Book Capitalization
Moody's Debt Service Coverage Ratio

All figures are calculated using Moody's estimates and standard adjustments. FYE = Financial year-end.
Source: Moody's Financial Metrics

Endnotes
1 Segmental EBITDA represents earnings before interest, tax, depreciation and amortisation excluding the effects of exceptional and other non-cash
income and expenses comprising of project expenses, bargain purchase gains and reserves, board member leaving fees, employee termination payments,
unallocated expenses (which include headquarter’s costs and operational expenses), finance income, finance costs, and including the Group’s share of
profit of equity-accounted investees which is fully integrated into GPH cruise port network (Source: GPH PLC IPO Prospectus).
2 Details on cruise ship order book available here.
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