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Research Update:

Greek Ice-Cold Merchandiser Frigoglass Upgraded
To 'CCC+' On Lower Near-Term Liquidity
Pressures; Outlook Negative

Overview

• Frigoglass SAIC, a Greek manufacturer of commercial refrigeration
products, announced that it has raised a €30 million shareholder loan and
extended most of its bank debt maturities to March 31, 2017.

• We are therefore raising our corporate credit rating and our issue rating
on Frigoglass to 'CCC+' from 'CCC' to reflect that near-term liquidity
pressures have receded.

• We are also removing the ratings from CreditWatch with developing
implications, where they were placed on Feb. 29, 2016.

• The negative outlook reflects our view that there will be high
refinancing risks at end-March 2017 when most of the bank debt matures,
and that uncertain market conditions in Russia and Nigeria could
destabilize Frigoglass' operating cash flow generation.

Rating Action

On April 14, 2016, Standard & Poor's Ratings Services raised to 'CCC+' from
'CCC' its long-term corporate credit rating on Greek manufacturer of
commercial refrigeration products (also known as an ice-cold merchandiser)
Frigoglass SAIC.

In addition, we raised to 'CCC+' from 'CCC' the issue rating on the €250
million senior unsecured bond issued by group financing vehicle Frigoglass
Finance B.V.

We also removed the corporate credit and issue ratings from CreditWatch with
developing implications where they were placed on Feb. 20, 2016 (see "Ratings
On Frigoglass Lowered To 'CCC' From 'B+' On Cancelled Sale Of Glass
Operations; On Watch Developing," published on RatingsDirect).

The negative outlook reflects that we expect Frigoglass to face high
refinancing risks on March 31, 2017, when most of the bank debt matures. It
also reflects the vulnerability of the cash flow generation to uncertain
market conditions in Russia and Nigeria.
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Rationale

The upgrade reflects our view that near-term liquidity pressures in 2016 have
receded following Frigoglass' ability to raise a one-year shareholder loan and
to have its bank facilities extended and amended until March, 31 2017.

Frigoglass has secured a one-year €30 million loan (maturity on March 31,
2017) from its main shareholder Truad Verwaltung (subject to approval at the
annual general meeting on April 22, 2016).

The company also successfully concluded an extension and amendment of its
major bank facilities with its main lenders. We understand that the banks have
agreed to extend the credit facilities until March 31, 2017 and to remove all
financial covenants in exchange for a debt amortization schedule of about €24
million by end-2016. Frigoglass had been technically in breach of its
financial covenants since Jan. 1, 2016. We view all these measures as credit
positive and think Frigoglass should be able to finance its operations in 2016
and pay its bond coupons in May and November 2016.

We forecast that Frigoglass' capital structure will remain highly leveraged in
2016 and generate negative free cash flow based on our assumption of limited
revenue growth in the volatile markets of Russia and Nigeria and the capital
intensity of its business. We continue to believe that the current capital
structure is unsustainable in the long-term and that the business still
depends on favorable business, financial, and economic conditions to meet its
financial commitments.

In addition, we raised to 'CCC+' from 'CCC' the issue rating on the €250
million senior unsecured bonds issued by Frigoglass Finance B.V., in line with
the 'CCC+' corporate credit rating. According to our calculations, the
priority liabilities to total adjusted assets ratio is above 20%, but the
bonds benefit notably from upstream guarantees from operating subsidiaries
accounting for 98% of group EBITDA and 81% of total assets as of Dec. 31,
2015.

Our base-case projections for 2016 assume:
• Revenues of about €460 million-€480 million for the ice-cold
merchandising and glass operations, driven by our assumption on positive
order intake from main customers, but sensitive to foreign exchange
volatility in Russia and Nigeria.

• An EBITDA margin of about 11%.
• Negative free operating cash flow of €10 million-€15 million.
• Standard & Poor's-adjusted debt of around €400 million.

Based on these assumptions, we arrive at the following credit measures:
• EBITDA interest coverage of 1.7x-1.8x.
• Standard & Poor's-adjusted debt to EBITDA of 7.0x-8.0x.
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Liquidity

We view Frigoglass' liquidity as weak reflecting our forecast of negative free
cash flow generation for 2016, the large debt amounts due in the next 12
months, and the low standing in credit markets, which limits, in our view, its
ability raise financing on capital markets. We note, however, that Frigoglass
continues to demonstrate access to bank Financing, having obtained waivers of
all its financial covenants. Most of the bank facilities have been extended
with only about €30 million of debt contractually due before end-March 2017.

We forecast that Frigoglass will have the following liquidity sources for the
next 12 months:
• €57.5 million of cash and cash equivalents as of Dec. 30, 2015.
• €20 million-€25 million of projected cash funds from operations in 2016.
• €30 million shareholder loan from Truad Verwaltung (one-year maturity
until March 31, 2017).

We forecast that Frigoglass will have the following liquidity uses for the
next 12 months:
• About €140 million of bank debt due in the next 12 months (by March 31,
2017).

• About €20 million of capital expenditure in 2016.

Outlook

The negative outlook reflects our view that there is at least a one-in-three
chance that we could lower the rating in the next 12 months due to the high
refinancing risk on March 31, 2017 when most bank lines (about €110 million)
will mature. It also reflects the high vulnerability of the business to the
volatile market conditions in Russia and Nigeria and possible pressures on
cash flow generation. We continue to believe that the level of debt in the
business is unsustainable but no longer see a near-term liquidity crisis. We
will assess the reorganization plan of the business and the capital structure
when it is finalized in the coming months.

Upside scenario

We would revise the outlook to stable if we see that Frigoglass is able to
raise long-term (more than one year) credit lines to improve its debt maturity
profile and reduce refinancing risks. We would also look at tangible signs of
a turnaround in the company's operating performance.

Downside scenario

We may lower the rating if we consider that Frigoglass does not have a
credible turnaround plan for its business and capital structure or that it
does not manage its large upcoming debt maturities proactively leading to an
inevitable debt restructuring or distress exchange to creditors in the next 12
months.
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Related Criteria And Research

• Methodology And Assumptions: Liquidity Descriptors For Global Corporate
Issuers, Dec. 16, 2014

• Key Credit Factors For The Consumer Durables Industry, Dec. 12, 2013
• Corporate Methodology: Ratios And Adjustments, Nov. 19, 2013
• Methodology: Industry Risk, Nov. 19, 2013
• Corporate Methodology, Nov. 19, 2013
• Group Rating Methodology, Nov. 19, 2013
• Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
• Methodology For Linking Short-Term And Long-Term Ratings For Corporate,
Insurance, And Sovereign Issuers, May 7, 2013

• Methodology: Management And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

• Criteria For Assigning 'CCC+', 'CCC', 'CCC-', And 'CC' Ratings, Oct. 1,
2012

• Stand-Alone Credit Profiles: One Component Of A Rating, Oct. 1, 2010
• Use Of CreditWatch And Outlooks, Sept. 14, 2009
• 2008 Corporate Criteria: Rating Each Issue, April 15, 2008

Ratings List

Upgraded; CreditWatch/Outlook Action
To From

Frigoglass SAIC
Corporate Credit Rating CCC+/Negative/-- CCC/Watch Dev/--

Frigoglass Finance B.V.
Senior Unsecured* CCC+ CCC/Watch Dev

*Guaranteed by Frigoglass SAIC.

Additional Contact:

Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.globalcreditportal.com and at spcapitaliq.com. All
ratings affected by this rating action can be found on Standard & Poor's
public Web site at www.standardandpoors.com. Use the Ratings search box
located in the left column. Alternatively, call one of the following Standard
& Poor's numbers: Client Support Europe (44) 20-7176-7176; London Press Office
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;
Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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