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Research Update:

South African Transport Firm Super Group
'zaA+/zaA-1' National Scale Ratings Affirmed

Overview

e On April 3, 2017, we lowered our long-termforeign currency sovereign
credit rating on the Republic of South Africa to 'BB+ and the long-term

| ocal currency rating to 'BBB-', and nmi ntai ned our negative outl ook
« W anticipate that South Africa-based transportation firm Super G oup
will likely maintain sufficient liquidity to cover its future

commitnents, even if the sovereign suffered an extrene stress event.

» Over the last few years, Super Goup has considerably diversified its
cash flow generation to low risk countries such as Australia, the UK
and Ger many.

« W are therefore affirmng our 'zaA+' long-termnational scale rating and
'zaA-1'" short-termnational scale rating on Super G oup

« The ratings incorporate our view that Super Group will maintain financial
rati os consistent with its nodest financial risk profile, despite its
acquisitive financial policy and the difficult trading conditions it
faces in the South African market.

Rating Action

On April 10, 2017, S&P dobal Ratings affirned its 'zaA+ |long-term South
Africa national scale rating and 'zaA-1'" short-term South Africa nationa
scale rating on transportation firm Super Goup Ltd

Rationale

The affirmation foll ows the downgrade of South Africa on April 3, 2017, and
reflects our view that Super Goup will likely maintain sufficient liquidity
to cover its commitnents, even in the event of hypothetical extreme stress on
t he sovereign associated with a default (see "South Africa Long-Term Foreign
Currency Rating Cut To 'BB+ On Political And Institutional Uncertainty;

Qutl ook Negative," published on RatingsDirect). W think that Super Goup's
solid bal ance sheet and track record of operating cash flow generati on,

conbi ned with an anpl e cash bal ance--of which about half is held in lowrisk
countries--will protect the conpany in a stress scenario. Neverthel ess, we
assess Super Group's sensitivity to country risk as high, due to its stil
significant reliance on domestic econom c demand and its exposure to rel ated
country risks in its home country. W therefore believe that the conpany's
credit quality nmay be affected should the sovereign's credit quality continue
to deteriorate.
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Over the last few years, Super G oup has significantly increased its earnings
generation through acquisitions fromlow risk countries such as Australia, the
U K., and CGernany. W estimate that these countries currently contribute nore
than 45%to the group's EBI TDA and about 55% of the group's assets are in
these countries. Furthernore, we understand that the conpany nanages its group
financing and liquidity such that nost foreign-exchange denom nated calls on
cash (such as capital expenditure [capex] and debt naturities) are matched

wi th avail able cash on hand and forecast fund generation in the respective
hard currenci es.

We vi ew Super Group's business nodel as nore resilient to an econonic

downt urn, based on the conpany's diversification into nore stable countries,
which will counterbal ance weak prospects in the South African econony.

Mor eover, we think Super Group's increase in diversity, supported by its

bal anced exposure to mature and energing markets, will partly mtigate
downsi de risks through a cycle. It will also help the conpany wthstand any
potential exposure to changes in regulation or specific regional downturns
better than sone conpetitors.

On the other hand, we believe that Super Goup's relatively smal

scale--mainly in its supply chain and deal ership division, where it conpetes
with much | arger players--limts the assessnment. Although the conmpany remnains
cost conpetitive, rendering stable profit margins, we think that its ability
for superior pricing is limted due to high price conpetition in the |ogistics
busi ness. Mreover, we think Super Group's exposure to the highly fragnented
cyclical and conpetitive |logistics services market in South Africa di mnishes
its organic growth prospects given the current weak econom c expectations in
the country.

In our base case, we assune:

* Revenue growth of about 15%in fiscal year 2017 (ending June), nmainly
attributable to recent acquisitions being accounted for the full year and
nodest organic growth expectations of about 2% in line with
wei ght ed- average GDP growth for South Africa, Australia, Germany, and the
U. K.

* Adjusted EBI TDA margi n of about 10% 11%in 2017, marginally down from
2016 and nostly reflecting our view that pricing conpetition across nost
of Super Goup's end markets will continue.

* Relatively high capex of about South African rand (ZAR) 1,225 mllion

 No dividend paynments for the next 12-18 nonths.

Based on these assunptions, we arrive at the following credit neasures:

 Funds from operations (FFO to debt of about 70%in fiscal year 2017,
i mproving to about 100%in fiscal year 2018.

» Strong FFO to interest cover of about 7x in these two years.

Super Group's financial risk profile is supported by its track record of
generating positive free cash flow as a result of its bal anced approach to
bot h capex and acquisitions. Although the conpany has adequat e headroom under
its financial profile, we remain focused on how Super G oup bal ances its need
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to retain cash for acquisitions and desire to return capital to its
shar ehol ders, although we do not expect aggressive sharehol der distributions.

Liquidity

W& assess Super Group's liquidity as adequate. W forecast that sources will
cover uses by nore than 1.2x for the 12 nmonths ending Dec. 31, 2017. In
addition, we assune that sources will exceed uses even if EBITDA declines by
nore than 15%

Principal liquidity sources over the 12 nonths starting from Dec. 31, 2016

i ncl ude:

 Cash and cash equival ents of about ZAR2.5 billion

 Availability under long-termcomritted bank |ines of ZAR565 million and
an overdraft of €7.5 million available in Germany; and

 FFO of about ZAR2 billion

Principal liquidity uses over the same period include:
* Schedul ed debt anortization of about ZARL.5 billion

* Wrking capital outflows of about ZAR235 nillion; and
o Capex of about ZAR1.2 billion

We understand that the general funding docunmentation includes mninmmcapita
adequacy and net interest coverage ratios to be tested quarterly. W expect

t hat headroom under these covenants will renain adequate and that the group
will be able to neet its cash needs with internally generated funds.

Ratings Score Snapshot

Nati onal Scal e Ratings: zaA+/--/zaA-1

Busi ness risk: Fair

e Country risk: Intermediate

e Industry risk: Internediate
 Conpetitive position: Fair

Fi nanci al risk: Mdest
e Cash flow Leverage: Modest

Modi fiers

e Diversification/Portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

 Liquidity: Adequate (no inpact)

 Financial policy: Negative (-1 notch)

 Managenent and governance: Fair (no inpact)

e Conparable rating analysis: Neutral (no inpact)
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Related Criteria

e Ceneral Criteria: S&P d obal Ratings' National And Regional Scal e Mapping
Tabl es, June 01, 2016

e Criteria - Corporates - General: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

* CGeneral Criteria: National And Regional Scale Credit Ratings, Sept. 22,
2014

e Criteria - Corporates - Industrials: Key Credit Factors For The Railroad
And Package Express |ndustry, Aug. 12, 2014

e CGeneral Criteria: Group Rating Methodol ogy, Nov. 19, 2013

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e Criteria - Corporates - Industrials: Key Credit Factors For The Busi ness
And Consuner Services Industry, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust ments, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

» CGeneral Criteria: Ratings Above The Sovereign--Corporate And Governnent
Rati ngs: Methodol ogy And Assunptions, Nov. 19, 2013

 General Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

e Ceneral Criteria: Methodol ogy For Linking Short-Term And Long- Term
Rati ngs For Corporate, |Insurance, And Sovereign |ssuers, My 07, 2013

e CGeneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

e Criteria - Corporates - Ceneral: 2008 Corporate Criteria: Rating Each
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Related Research

 South Africa Long-Term Foreign Currency Rating Cut To 'BB+ On Political
And Institutional Uncertainty; Qutlook Negative, April 3, 2017
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Certain terms used in this report, particularly certain adjectives used to
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express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitaliqg.com All

ratings affected by this rating action can be found on the S& @ obal Ratings'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
inthe left colum. Alternatively, call one of the foll owi ng S& d obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-40009.
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