
Engie Energía Perú’s (EEP) 2Q21 EBITDA came in at USD 60 mn,
exhibiting a sound recovery (+17% y/y) on strong demand recovery
(+34% y/y), as expected, but slightly below (-5%) our estimate (USD 63
mn).

Results: Quarterly revenues were USD 127 mn (+17 y/y), slightly below our USD
129 mn est. but clearly benefiting from higher contract physical sales of 2.1TWH
(+34% y/y) albeit vs a relatively low base of comparison. As to costs, fuel expenses
rose significantly (+18% y/y) on higher thermo dispatch (+93% y/y) but were lower
than we had been expecting (-9%) but other opex came in higher (USD 20 mn,
+18% vs CC est.). Net income of USD 24 mn (+27% y/y) also came in slightly below
our USD 27 mn est. Finally, the company closed the quarter with ND/EBITDA at 1.6x
(flat vs Mar-21).

Going forward, we think the market will be satisfied with the overall consolidation
in improved results in 1H21 vs 1H20. EEP also announced that it had managed to
sign ~63MW of new PPAs in 1H21 with free clients, allowing the company to lock-in
nearer-term demand (in particular via a 2-year PPA with Petroperu for ~53MW). We
think investors will be waiting to see if the company green lights the 260MW Punta
Lomitas wind power project after obtaining the definitive generation and
transmission concession and signing the 150MW Anglo American Quellaveco PPA at
the end of March. With respect to the sector, the market may maintain a relatively
cautious stance for now as it aims to better understand the new government’s
detailed agenda for the industry. We have a Hold rating on the stock.

Positives. i) Signing of ~63MW of PPAs in 1H21. ii) Lower-than expected fuel
expenses.

Negatives. i) Higher-than-expected other opex.
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Engie Peru Y/Y A/E
(USD mn) (%) (%)
Revenues 127 109 129 16.9% -1.2% P/E 7.4x 7.3x
EBITDA 60 52 63 16.7% -4.7% EV/EBITDA 4.4x 4.3x
Net Income 24 19 27 27.2% -10.1% P/BV 0.8x 0.7x

Div. Yield 6.3% 8.2%
EBITDA Mg. 47.4% 47.5% 49.1%
Net Mg. 19.0% 17.5% 20.9%
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F. Rating System

Stock ratings are based on the analyst’s expectation of the stock’s total return during the twelve to eighteen months following assignment of
the rating. This view is based on the target price, set as described below, and on the analyst’s opinion, general market conditions and
economic developments.

Buy: Expected returns of 5 percentage points or more in excess over the expected return of the local index, over the next 12-18 months.

Hold: Expected returns of +/- 5% in excess/below the expected return of the local index over the next 12-18 months.

Underperform: Expected to underperform the local index by 5 percentage points or more over the next 12-18 months.

Under Review: Company coverage is under review.
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H. Price Target

Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or
comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this
fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is
used there is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen
changes in competitive pressures or in the level of demand for the company’s products. Such demand variations may result from changes in
technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in
exchange rates and, in certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in
increased risk from factors such as exchange rates, exchange controls, taxation, and political and social conditions. This discussion of
valuation methods and risk factors is not comprehensive – further information is available upon request.

I. Price Chart

Sources: Bloomberg and Credicorp Capital

Credicorp Capital ratings: B = Buy, H = Hold, U = Underperform, U.R. = Under Review.
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Date Rating Price (PEN) T.P. (PEN)

9/11/2020 Hold 7.00 7.58

4/30/2021 Hold 6.26 7.58
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Country and region disclosures
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Stefan  Ziegele Angela Zapata jrico@ credicorpcapital.com
F ixed Incom e Sales Sales Ren ta F ija # 1 -  30 5-9 04 -1170
sziegele@credicorpcapital.com angelazapata@credicorpcapital.c om
#  (5 62 )  24 46  1738  #  (511) 4 16 33 33 Ext. 4 0 339

FIXED INCOME & ECONOMICS RESEARCH FIXED INCOME SALES & TRADING
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ANDEAN RESEARCH TEAM SALES & TRADING

EQUITY SALES & TRADINGEQUITY RESEARCH


