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TGS - 4Q19 Results 

TGS reported Net Income/EPS of AR$4.4 billion /AR$5.6 in 4Q19, versus the AR$12 billion/AR$16.5 
posted in 4Q18. Operating Income in 4Q19 totaled AR$4.8 billion, compared with AR$4.7 billion in the 
same year-ago period, with an Operating margin of 37%, higher than the 33% reported in 4Q18.  

Analysis: TGS posted shy bottom-line results during 4Q19, with operating income almost 
unchanged compared to the same year-ago period. We maintain our Neutral 
recommendation but will review our target price. On the positive side, we highlight during the 
quarter a yearly increase of 8.7% in dispatched volumes in the liquids business. However, we 
believe that current international trade conflicts will continue to put pressure on Oil & Gas 
related equities. Specifically, for TGS we see a challenging political scenario in Argentina 
coupled with lower investments on Vaca Muerta due to weak prices on oil and gas which 
make shale projects economically difficulty.
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Neutral

Overview of the quarter and business segments

NGL Production and Commercialization (54% of Revenues): Net Revenue declined 5% y/y to 
AR$6.9 billion; from AR$7.3 billion in 4Q18. This decline was mainly due to the nominal 
variation in international reference prices that led to a decrease in revenues of AR$1 billion, 
and the decrease in the volumes of ethane sold by AR$0.8 billion. These effects were partially 
offset by the increase in the nominal variation of the exchange rate on revenues denominates 
in USD. In spite of the decline in revenues, operating income in 4Q19 jumped 18% on the back 
of lower costs (mainly natural gas costs processed in the Cerri Complex).  On the positive side, 
total volumes dispatched increased by 8.7% or 27,680 short tons in 4Q19, compared to 4Q18. 
The mix of local and foreign sales was 50% local, 50% foreign.  

Gas Transportation (42% of Total Revenues): Net Revenues fell 12% y/y to AR$5,2 billion 
during 4Q19, which was mainly due to the impact of the inflation restatement  which was 
partially compensated by the tariff increases granted within the RTI framework, at a nominal 
rate increase of 26% granted as of April 1, 2019. Meanwhile, Operating Income during 4Q19 
amounted to ARS$2 billion, from the AR$2.4 billion registered in 4Q18. The deterioration in 
Operating Income was mainly due to the decline in revenues which was not fully offset by the 
decline in operating costs, which declined by only 12% y/y. Average firm contracted capacity in 
4Q19 stood at 2,909.9 million of cf/d compared to 2,900.7 cf/d in 4Q18.

Financial Results/Cash Position: Net Financial results in 4Q19 stood at ARS533 million 
compared to ARS3.9 billion in 4Q18. The deterioration in financial expense in the quarter was 
mainly due to a higher FX impact, as the devaluation of the peso accelerated in 4Q19. Net 
debt stood at ~AR$22.7 billion at the end of 4Q19, increasing from AR$6 billion reported in 
4Q18. 

https://cohenmediamanager.prod.ingecloud.com/Handlers/BaseStreamer.ashx?id=i5823
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Exhibit 1: 4Q19 Earnings Summary

https://cohenmediamanager.prod.ingecloud.com/Handlers/BaseStreamer.ashx?id=i5679
https://cohenmediamanager.prod.ingecloud.com/Handlers/BaseStreamer.ashx?id=i5679
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IMPORTANT INFORMATION

This document is not directed to, or intended for distribution to, or use by, any person or entity that is a citizen, or resident of, or 
located in a place or jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

This research is not  an offer to sale or the solicitation of an offer to buy any type of financial instrument, nor to adopt, or to undertake 
or disvest any hedging, trading or investment strategy in any jurisdiction, and it does not constitute a prediction of the future 
performance of the securities or instruments referred in this publication.

This research has been prepared by Cohen’s analysts to provide its clients with general information regarding the date of issue of the 
report and  may be subject to changes at any time without prior notice. Cohen is under no obligation to update, modify or amend this 
publication, nor does this document intend to be a complete statement or summary of the investment strategies, markets or 
developments referred to herein.

This report is based upon information obtained from public or publicly accesible sources which are considered, as of the date hereof, to 
be reliable. Therefore no warranty is given regarding its accuracy and/or integrity. 

The financial instruments discussed in this report may not be suitable for all investors. This report does not take into account the 
investments objectives, financial situation, particular needs or risk profile of any particular investor, and it must not be regarded by 
recipients as a substitute for the exercise of their own judgment and appropiate due diligence. Prior to making any investment decision 
based on the information contained herein, clients should contact their own investment, legal and tax advisers to seek advice regarding 
appropriatness of investing.

Any loss or or other consequence arising from the use of the material contained in this publication shall be the sole and exclusive 
responsibility of the investor and Cohen accepts no liability for any such loss or consequence.

The analysis, projections, forecasts and estimates expressed in this report are in no way affected or influenced by the issuer. 

Cohen and or any of its affiliates, directors, executives and employees may have a position in any of the financial instruments referred 
to, directly or indirectly, in this document. They may trade for their own account or for third party account  in those instruments or may 
provide consulting or other services to the issuer or to companies related  thereto or to their shareholders, executives or employees, or 
may have interests or perform transactions in those instruments or related investments before or after the publication of this report to 
the extent permitted by the applicable law. 

This document contains proprietary information and it must be kept confidential. This report may be not reproduced or redistributed to 
any other person, in whole or in part, for any purpose, without the prior written consent of Cohen. 
Cohen is a registered Clearing and Settlement Agent and a registered Broker-Dealer in Argentina and, thus, regulated by the Comisión 
Nacional de Valores. Cohen is a member of the Buenos Aires Stock Exchange (BYMA). Analysts employed by Cohen are not required to 
take the FINRA analyst exam. 

March 10, 2020 4


	Página en blanco



