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Turkiye Sise ve Cam Fabrikalari A.S.
Update to credit analysis

Summary
Turkiye Sise ve Cam Fabrikalari A.S.'s (Sisecam) Ba1 Corporate Family Rating (CFR) reflects
the company's leading market position in Turkey (Ba1 negative) as well as the group's strong
financial profile, with debt/EBITDA averaging about 3.1x over the past five years and a robust
liquidity position. Sisecam has a balanced revenue and product mix derived from its flat glass,
glassware, glass packaging and chemicals businesses.

The rating is constrained by its geographic concentration, with around 2/5 of revenues
generated in Turkey, and an additional 1/5 exported from the country, and exposure to other
markets limited to Eastern European countries and Russia (Ba1 negative).

Exhibit 1

Sisecam's credit metrics reflect a healthy financial profile
Turkiye Sise ve Cam Fabrikalari A.S.
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Source: Moody's Financial Metrics™

Credit strengths

» Leading domestic market position in Turkey across all business segments

» Balanced product mix diversifies revenue base and mitigates single product line exposure

» Strong financial profile with low leverage and robust liquidity

Credit challenges

» Geographic concentration to Turkey with around 2/5 of revenues derived from the Turkish
market, and c. 1/5 more exported from the country

» International operations concentrated in Eastern Europe and Russia

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1097089
https://www.moodys.com/credit-ratings/Turkiye-Sise-ve-Cam-Fabrikalari-AS-credit-rating-809799866
https://www.moodys.com/credit-ratings/Turkey-Government-of-credit-rating-768337
https://www.moodys.com/credit-ratings/Russia-Government-of-credit-rating-600018921
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» Investment and execution risk related to medium-term growth plans

Rating outlook
The stable outlook reflects our expectation that Sisecam will maintain its strong domestic competitive position with a resilient credit
profile in a context of slower economic growth in Turkey.

Factors that could lead to an upgrade
Positive rating pressure could build if Sisecam is able to:

» maintain EBITDA margin above 20%,

» maintain debt/EBITDA below 2.5x, and

» improve free cash flow to debt above 10% on a sustainable basis.

Additionally, an upgrade would also require Sisecam to diversify and strengthen its geographical footprint so as to reduce event risk.

Factors that could lead to a downgrade
Sisecam's ratings could come under negative rating pressure if the group faces a structural decline in profitability such that:

» EBITDA margin falls below 15%, or

» debt to EBITDA rises above 3.5x.

Negative rating pressure could also occur should the group's liquidity deteriorate substantially, as an example, through a large
acquisition.

Negative pressure on the government of Turkey's Ba1 rating could place downward pressure on Sisecam's ratings.

Key indicators

Exhibit 2

Key indicators
Turkiye Sise ve Cam Fabrikalari A.S.

 Dec - 13 Dec - 14 Dec - 15 Dec - 16 LTM Jun-17 2017 (f) 2018 (f)

Revenue (USD Billion) $3.1 $3.1 $2.7 $2.8 $2.9 $2.8 $3.1

EBITDA Margin 18.2% 18.7% 22.4% 21.9% 23.7% 23.0% 21.9%

EBITA / Interest Expense 2.8x 2.7x 3.6x 4.1x 4.4x 3.9x 3.9x

Debt / EBITDA 3.5x 3.2x 2.9x 3.3x 2.6x 2.7x 2.6x

Retained Cash Flow / Net Debt 36.2% 71.5% 61.5% 38.2% 50.5% 60.9% 62.0%

Free Cash Flow / Debt -29.4% -9.0% -7.5% -7.7% 7.0% 3.7% 1.3%

All figures and ratios are calculated using Moody’s estimates and standard adjustments. Moody's forecasts (f) are Moody's opinion and do not represent the views of the issuer. Periods are
financial year-end unless indicated. LTM = Last twelve months.
Source: Moody’s Financial Metrics™

Profile
Founded in 1935, Sisecam is a Turkish industrial manufacturer of glass products as well as soda ash and chromium-based chemicals.
Sisecam has four business segments operating through its core subsidiaries, namely Trakya Cam Sanayii A.S. (flat glass), Pasabahce Cam
Sanayii ve Tic A.S. (glassware), Anadolu Cam Sanayii A.S. (glass packaging) and Soda Sanayii A.S. (chemicals). Over the past decade, the
group has been increasing its geographical footprint in Eastern Europe, Western Europe and CIS as part of its growth strategy. Sisecam
is 72% owned by Turkiye Is Bankasi A.S. (Ba1 negative), with the remaining 28% listed on Borsa Istanbul. Sisecam reported consolidated
revenues of TRY9.8 billion and an operating profit of TRY1.5 billion in the 12 months to 30 June 2017.

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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Exhibit 3

Revenue breakdown by product
Turkiye Sise ve Cam Fabrikalari A.S.

Exhibit 4

Revenue breakdown by geography
Turkiye Sise ve Cam Fabrikalari A.S.
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Detailed credit considerations
Leading market position in Turkey, with some level of geographic concentration
Sisecam's ratings reflect the competitive advantages of being the market leader in Turkey across its core product lines. The group
benefits from a diversified revenue base through sales of products such as architectural glass, automotive glass, food and beverage
glass packaging, retail and corporate glassware, and soda ash and chromium-based chemicals. The individual products have different
demand drivers and varying sensitivities to the economic cycle, with the glass packaging and chemicals segment historically being
relatively stable and resilient to economic downturns, while flat glass and glassware are more cyclical in nature. At the same time, the
glass manufacturing sector is a very capital intensive industry requiring substantial and recurring maintenance capital spending.

Sisecam's rating takes into consideration the scale and geographic footprint of its operations, with approximately 2/5 of revenues
derived from Turkey and another 1/5 exported from the country. The different business segments have high exposure to a combination
of the domestic market, Eastern Europe and CIS. Despite the uncertainty around the political environment in Turkey, Moody's
anticipates the Turkish economy to grow at a rate of 3.7% in 2017 and 3.2% in 2018 on the back of rising demand for consumption
and investment coupled with a strong recovery of exports following the substantial depreciation of the Turkish lira. A sustained
deterioration in the macroeconomic environment in Turkey would lead to a more challenging business and operating environment for
Sisecam, particularly in the flat glass and glassware segments.

Large scale investments have supported growth but some international investments have underperformed
We believe that Sisecam's growth ambitions of being among the top 3 glass producers globally has positive long-term implications but
also has associated investment and execution risks. Although many of the company's investments since 2012 are brown-field projects
in markets where Sisecam has prior operational experience, many of the company's operations are located in emerging markets
where geopolitical risks are compounded by low predictability of regulations and policies. For example, the company's glass packaging
business is particularly exposed to Post-Soviet states with five plants in Russia, one in Ukraine and one in Georgia.

Under Sisecam's 2014-2016 growth strategy, the company spent TRY3.4 billion over three years to increase its capacity and diversify
its geographical footprint. This included investments in Turkey, Russia, Bulgaria (Baa2 stable), Romania (Baa3 stable), Georgia (Ba2
stable) and Italy (Baa2 negative) as well as made acquisitions in India (Baa3 positive), Germany (Aaa stable), Slovakia (A2 positive) and
Hungary (Baa3 stable), and resulted in Sisecam's revenues from international sales (including exports from Turkey) reaching 62% in the
12 months to 30 June 2017, from 49% in 2015. The projects varied in size, location and business line, which to some extent diversified
investment risk compared with a single large-scale investment. In line with the company's growth ambitions, Sisecam could undertake
new demand-driven capital investments or opportunistically make acquisitions, but we do not anticipate significant cash outflows that
would materially weaken the company's credit profile.
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https://www.moodys.com/credit-ratings/Bulgaria-Government-of-credit-rating-126630
https://www.moodys.com/credit-ratings/Romania-Government-of-credit-rating-651437
https://www.moodys.com/credit-ratings/Georgia-Government-of-credit-rating-806356952
https://www.moodys.com/credit-ratings/Italy-Government-of-credit-rating-423690
https://www.moodys.com/credit-ratings/India-Government-of-credit-rating-401565
https://www.moodys.com/credit-ratings/Germany-Government-of-credit-rating-333700
https://www.moodys.com/credit-ratings/Slovakia-Government-of-credit-rating-600011880
https://www.moodys.com/credit-ratings/Hungary-Government-of-credit-rating-381030
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Other potential event risks, such as an increase in industry taxes or introduction of specific legislations can also increase Sisecam's cost
of doing business or affect overall product demand. For instance, Russia in recent years has introduced several legislations that have put
pressure on alcohol consumption and which in turn have negatively affected the glass packaging business. In addition, planned capacity
increases can lead to potential overcapacity in some of the markets in which Sisecam operates, with the risk of weaker-than-projected
revenue growth and lower investment returns.

Healthy financial profile despite currency volatility
The rating also incorporates the group's healthy financial profile, including moderate gross leverage of 3.0x in the 12 months to 30
June 2017 and weak but improving free cash flow generation as the company ended its capital investment cycle. The company has
historically maintained material cash on its balance sheet relative to global peers that helps to offset liquidity risk in the absence of
general purpose committed credit lines which many Turkish corporates including Sisecam do not have. In our view, the recent cash
build up will also support the company's next phase of investments and could be used for external growth through prudent small to
midsize acquisitions.

Exhibit 5

Cash flow generation will improve as Sisecam reaches the end of an investment cycle
Turkiye Sise ve Cam Fabrikalari A.S.
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Source: Moody’s Financial Metrics™

Currency volatility continues to be a credit risk for Sisecam. As is common with Turkish corporates, Sisecam has a structural currency
mismatch between its financial assets and liabilities. This poses an operational challenge as well as increases the cost of servicing
foreign currency debt. However, Sisecam has demonstrated its ability to prudently manage FX risk. The company has a net long FX
position thanks to most of its cash balances being held in US dollars and euros and is supported by a portion of its revenues also
being in hard currencies. However, the Turkish lira has depreciated markedly against the US dollar since 2013, which has reduced the
company's earnings power in dollar terms. As an example, although the company's EBITDA increased by 11% in 2016 in Turkish lira, it
remained flat in dollar terms.

Conservative financial policy
Sisecam is committed to maintaining a conservative financial policy, including keeping reported net debt to EBITDA below 1.25x. The
company has a dividend distribution policy that allows 50% of distributable net profit to be paid out through a combination of cash
and bonus shares. Dividends payouts have been relatively low at around 20% of reported net income between 2012 and 2015, but
increased to 33% in 2016. We expect that the company will reduce dividend payouts to preserve liquidity if cash balances were to
reduce, as was done in the economic downturn in 2010-11.

The company also maintains prudent liquidity management, with material amounts of unrestricted cash kept on balance sheet. This
was undertaken during 2008-10 when economic uncertainty was high but is partially offset by Sisecam's debt maturity profile, which
has historically been skewed towards the short-term through the use of rolled-over working capital loans. The issuance of a $500
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million 7-year bond in May 2013 improved the company's maturity profile with debt due within one year constituting around 30% of
total outstanding debt as of 30 June 2017.

Liquidity analysis
Sisecam has a strong liquidity profile with cash from operations (CFO) expected to reach TRY1.9 billion over the next 12 months,
and being sufficient to fund normal operating requirements and capital expenditures that we assume to be around TRY1.3 billion
(about $400 million) for the next 12 months. We anticipate negative free cash flow generation should the company enter into a new
investment cycle. Any material expansionary capital spending would require additional borrowings or the use of existing cash balances.

Although Sisecam does not have any committed liquidity facilities as is common with Turkish corporates, the company benefits from
material unrestricted cash balances that reached TRY3.2 billion as of 30 June 2017.

We note that alternate sources of liquidity include the potential IPO of Pasabahce. Although the timing remains uncertain, the
monetisation of Pasabahce will support the group's liquidity needs.

Exhibit 6

Debt breakdown by currency
Turkiye Sise ve Cam Fabrikalari A.S.

Exhibit 7

Debt breakdown by maturity
Turkiye Sise ve Cam Fabrikalari A.S.
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Structural considerations
Sisecam does not have any secured debt in its capital structure with the group utilising long-term project loans in combination with
short-term working capital loans. We view the company's senior unsecured notes as being ranked pari passu with the other senior
unsecured obligations thanks to upstream guarantees from Sisecam's operating companies representing c. 80% of EBITDA.

Methodology and scorecard
We used our Global Manufacturing Companies industry rating methodology, published in June 2017, to assist in our assessment of
Sisecam's credit quality. The Ba1 long-term issuer rating assigned to Sisecam is one notch below our 12-18-month forward-view grid-
indicated rating, reflecting the company's credit links with the Turkish economy, which are not fully captured by the grid.

5          31 October 2017 Turkiye Sise ve Cam Fabrikalari A.S.: Update to credit analysis
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Exhibit 8

Rating factors
Turkiye Sise ve Cam Fabrikalari A.S.

Manufacturing Industry Grid   

Factor 1 : Business Profile (20%) Measure Score Measure Score

a) Business Profile Baa Baa Baa Baa

Factor 2 : Scale (20%)

a) Revenue (USD Billion) $2.9 Ba $2.9 - $3.1 Ba

Factor 3 : Profitability (10%)

a) EBITA Margin 14.8% Baa 13% - 14% Baa

Factor 4 : Coverage and Leverage (40%)

a) EBITA / Interest Expense 4.4x Ba 3.8x - 4.2x Ba

b) Debt / EBITDA 2.6x Baa 2.5x - 2.6x Baa

c) Retained Cash Flow / Net Debt 50.5% Aa 50% - 60% Aa

d) Free Cash Flow / Debt 7.0% Ba 0% - 5% B

Factor 5 : Financial Policy (10%)

a) Financial Policy Baa Baa Baa Baa

Rating: 

a) Indicated Rating from Grid Baa3 Baa3

b) Actual Rating Assigned Ba1 Ba1

Current 

LTM 6/30/2017

Moody's 12-18 Month

Forward View

All figures and ratios are calculated using Moody’s estimates and standard adjustments. Moody's forecasts (f) are Moody's opinion, not the views of the issuer, and unless noted in the text,
does not incorporate significant acquisitions and divestitures. Periods are financial year-end unless indicated. LTM = Last twelve months.
Source: Moody’s Financial Metrics™

Appendix

Exhibit 9

Peer comparison table

 

(in USD millions) Dec-15 Dec-16

LTM

Jun-17 Dec-15 Dec-16

LTM

Jun-17 Dec-15 Dec-16

LTM

Jun-17 Dec-15 Dec-16

LTM

Jun-17

Revenue $2,737 $2,795 $2,915 $5,350 $5,677 $5,976 $6,156 $6,702 $6,720 $825 $796 $776

EBITDA $613 $613 $691 $931 $1,114 $1,160 $1,145 $1,344 $1,367 $141 $127 $90

Total Debt $1,671 $1,722 $1,734 $2,545 $2,721 $3,316 $7,273 $6,866 $7,254 $559 $534 $522

Cash & Cash Equiv. $1,078 $902 $923 $96 $112 $199 $399 $492 $335 $49 $61 $28

EBITA Margin % 12.8% 12.7% 14.8% 10.9% 12.8% 12.8% 12.5% 13.5% 13.8% 10.6% 8.3% 4.1%

EBITA / Interest Expense 3.6x 4.1x 4.4x 4.0x 5.2x 5.5x 2.5x 2.9x 2.9x 3.1x 2.4x 1.2x

Debt / EBITDA 2.9x 3.3x 2.6x 2.7x 2.4x 2.9x 6.4x 5.1x 5.3x 4.0x 4.2x 5.8x

RCF / Net Debt 61.5% 38.2% 50.5% 29.3% 35.3% 30.8% 8.0% 11.3% 11.1% 14.8% 16.0% 9.5%

FCF / Debt -7.5% -7.7% 7.0% 12.2% 19.9% 18.8% 2.5% 4.2% 3.7% 2.1% 7.1% 0.7%

Ba3 Stable B1 Stable

Turkiye Sise ve Cam Fabrikalari 

A.S.

Owens Corning Owens-Illinois Inc. Libbey Inc.

Ba1 PositiveBa1 Stable

All figures are calculated using Moody's estimates and standard adjustments. Periods are financial year-end unless indicated. LTM = Last twelve months.
Source: Moody's Financial Metrics™

Exhibit 10

Moody's-adjusted debt breakdown
Turkiye Sise ve Cam Fabrikalari A.S.

(in TRY Millions) Dec-13 Dec-14 Dec-15 Dec-16

LTM 

Jun-17

As Reported Debt 3,584.2 3,843.4 4,614.2 5,780.2 5,830.4

Pensions 255.6 244.3 262.0 278.4 278.4

Moody's-Adjusted Debt 3,839.8 4,087.7 4,876.1 6,058.6 6,108.8

All figures are calculated using Moody’s estimates and standard adjustments. Periods are financial year-end unless indicated. LTM = Last twelve months.
Source: Moody's Financial Metrics™
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Exhibit 11

Moody's-adjusted EBITDA breakdown
Turkiye Sise ve Cam Fabrikalari A.S.

(in TRY Millions) Dec-13 Dec-14 Dec-15 Dec-16

LTM

 Jun-17

As Reported EBITDA 1,226.3 1,380.8 1,924.2 2,229.5 2,821.7

Pensions 7.5 -13.6 -0.2 7.8 4.0

Capitalised development costs 0.0 0.0 0.0 0.0 7.4

Unusual -113.8 -16.5 -199.1 -284.2 -356.5

Non-Standard Adjustments -37.7 -64.9 -64.6 -105.9 -162.1

Moody's-Adjusted EBITDA 1,082.3 1,285.9 1,660.3 1,847.2 2,314.5

All figures are calculated using Moody’s estimates and standard adjustments. Periods are financial year-end unless indicated. LTM = Last twelve months.
Source: Moody's Financial Metrics™

Ratings

Exhibit 12
Category Moody's Rating
TURKIYE SISE VE CAM FABRIKALARI A.S.

Outlook Stable
Corporate Family Rating Ba1
Senior Unsecured Ba1

Source: Moody's Investors Service
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