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Presentation Structure

Our presentation is split into three sections going

through the market, operations and financials
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• As it has been indicated previously, it is now much clear that majority of the one off factors weakening

the crack margins in 2016 are no longer relevant and we have seen healthier margins in the second

quarter of 2017.

• Refinery maintenances, which had already started in the first quarter, proceeded in the second quarter.

Along with these extended maintenances of some Russian and European Refineries till the mid of the

second quarter , ongoing refinery problems and shutdown in Middle East tightened supply between

April and May. On the other hand, especially with the effect of historical high fuel oil cracks, global

capacity utilization rates increased significantly in the second half of Q2. Consequently, while the

demand for crude oil was less than last year in the first half of Q2, the situation reversed in the second

half when the refineries reached almost full capacity level.

• If we look into the demand side, second quarter was again considerably stronger than last year. In

particular, the increase in diesel consumption was remarkable. For example, added with the strong

demand in USA, while the diesel demand in India was weaker than expected in the first quarter of 2017

due to the monetarization effect, with the normalization of the economy, Indian middle distillate demand

started to recover in Q2. Moreover, due to the continuing low price environment, the consumption in

Europe in the first 5 months surpassed last year by about 5 %. The increase in European industrial

activities was especially a supportive factor with respect to this improvement. Besides this better

performance of diesel, 7 % increase in the revenue per passenger kms of airliners shows that the jet

demand has also picked up.

• The economic crisis and infrastructure problems in Latin America started in 2016 have not been

resolved so far, and this situation has now started affecting the performance of the refineries in that

region. Consequently, lower domestic production coupled with restricted capacity utilizations forced

them to import their petroleum product requirements. West Africa and North Africa also imported

significant volumes of product from Europe due to new specification requirements.

• On the other hand, if we look into the crude oil prices, extra production coming from Libya, Nigeria and

USA prevented the expected inventory drawbacks and thus continued to put pressure on prices. In Q2,

especially the supply of light and sweet crudes increased dramatically with Libya production exceeding

the expectations and Nigeria and USA increasing their productions by approximately 250 thousand

barrel per day each. Since much of the extra production came from light crude oil types, white

production yields increased globally, restricting the Fuel Oil production.

• Although demand for middle distillates was much better in Q2 and cracks improved accordingly,

historical levels have not been reached yet mainly due to the high inventory levels.

• The political and economical events that effected the demand such as French presidential election,
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Qatar crisis, FED interest rate hikes have also affected the FX rates and margins

throughout Q2.
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• Tüpraş has surpassed two main targets namely the Net Refining Margin

and full capacity in Q2.

• While the expectation for net refining margin was indicated to be 5.75-

6.25 $/bbl for 2017, higher crack spreads and full capacity utilization

brought Tüpraş a net margin of 8.2 $/bbl in the first half. Thanks to the

favorable market conditions and operational strength, capacity utilization

reached to 116.5% as per nameplate capacities.

• In line with the operational performance and healthier cracks, Tüpraş

increased its EBITDA by 1,8 times compared to 2016 Q2, generating

431 mil. dollars.
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• According to the available data from EMRA for the first 5 months of 2017, demand for

the Turkish petroleum products continue to grow in line with the Turkish economy.

• Despite the stagnating effect of the referendum in April, ongoing infrastructure

investments and seasonal increase in consumption during spring helped Turkish diesel

demand grow by 5.4 % as of May 2017 and the consumption rose to 8.9 million tons in

the first five months.

• After being affected by the harsh winter conditions at the beginning of the year,

gasoline consumption increased as weather started warming up. Accordingly, starting

March, growth in gasoline demand reached back to its normals and the Turkish

gasoline market grew by 2,1 % in 2017.

• With the help of summer, tourism is getting better and Jet Fuel consumption is in the

verge of normalization. Considering especially the base effect of 2016, Jet demand is

expected to increase after July. However due to the harsh weather conditions and

geopolitical concerns in the first five months, the available data still shows a decline of

7,5% yoy in the first five months of 2017.

• The decline trend in Fuel Oil demand has been supported by the high prices and the

consumption in the first five months decreased by 18,3%
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Along with the increase in bitumen demand, heavy crude demand

increased in Q2. Ural differentials started to narrow. As it can be seen from

the historic numbers, such a trend is in line with the seasonality effect.

However relatively high heavy-Brent differentials are still continuing to

support the complex refineries like Tüpraş.

• Although still being comfortably within the historic averages, Ural

spread showed a narrowing pattern in Q2, the first time in the last 1,5

years. Stronger than usual Fuel Oil crack margins, bitumen demand

and decrease in heavy barrel’s supply narrowed the Ural differentials

to -0,96 $/bbl in June.

• Iranian and Iraqi heavy crude production have not been affected by the

OPEC cuts: However, since some of the production cuts in other

OPEC countries are diverted to heavier barrels, a small rebound was

visible in heavy crude differentials. On the other hand, change in main

crudes processed in Tupras was minimal and the average differentials

of Tüpraş were around 5,0 USD/bbl.

• The crude diet of Tüpraş is determined via a through optimization

process and our refineries’ geographical advantageous position

enables us to make the optimum selection out of two thirds of the

world’s proven oil reserves, helping Tüpraş to reach the most profitable

crudes available in the market at any given time.
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• Normalization trend in the middle distillate crack margins started in Q1 continued

and the profitability of both diesel and Jet Fuel improved slightly in Q2.

• Gasoline continued to be strong in Q2 in line with the increase in tourism. Average

cracks were realized as 14,3 dollar/bbl.

• However Fuel Oil was the main story of the second quarter with a remarkable 2

dollars increase in the crack margin which rose up to -7,0 dollar per barrel levels.

This strength in the Fuel Oil cracks was mainly due to the decline in Russian Fuel

Oil cargoes and lower production globally as refineries processed lighter crudes.
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• High F. Oil and light distillate cracks along with healthy Turkish

demand and the positive effect of RUP led the refineries to process

more crudes in Q2, boosting the capacity utilizations. Therefore, we

managed to increase the amount of crude processed by 12,1%, yoy

and reached up to 108,9 % crude oil capacity utilization.

• If feedstock processing is taken into consideration, our capacity

utilization increased even up to 116,5%, , exceeding full capacity

utilization target.

• As a result, highest production in the history of Tüpraş was achieved

with 7,8 million tons, capitalizing on gasoline and fuel oil cracks.
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• Favorable market conditions and with strong demand in

Turkey total sales of Tüpraş increased by 5%, reaching to

8,1 million tons.

• Domestic diesel, bitumen and gasoline sales were higher

than last year. However, due to the reasons explained in the

Turkish market slide, Jet Fuel sales declined in Q2.

• Moreover, since the crack margins helped us with excess

production, our exports in Q2 were again higher than last

year, reaching to 1,4 million tons.

• All in all, in the first half of the year Tüpraş increased its

domestic sales by 1% and exports by 19%.
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Opet

• Opet continues to be the 2nd largest fuel-oil distribution company in 

Turkey, with 18.1% market share in white products. 

• As of June 30th 2017, the number of stations under OPET & SUNPET 

brands was 1.538 stations. 
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• Despite the narrowing of heavy crude differentials, with the help of middle

distillates and especially Fuel Oil cracks, in Q2, we have seen an improvement

of 2,6 $/bbl in the Med margins reaching to 5,8 dollars per barrel level.

• Extra production because of RUP enabled us to enjoy high differentials of heavy

crudes, improved middle distillate cracks and increased bitumen sales and

affected Tüpraş Net margin positively.

• Consequently, Tüpraş average net margins both in Q2 and H1 outperformed in

2017 with 7,8 $/bbl and 8,2 $/bbl, respectively.

• While the inventory effect was 0,52 $/bbl negative in Q2 if we take the positive

effect of Q1 into consideration, Tüpraş’ Clean Gross margin of 12,71 $/bbl in H1

was in line with its gross margin generating Clean Net margin of 8,24 $/bbl, 2,8

$/bbl higher than Med margin.
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 As explained in our previous telcon and investor meetings,

the product cracks specifically middle distillates have the

most important impact on our financial performance.

 Additionally, since the pricing mechanism of bitumen is

linked to the Fuel Oil prices, Tüpraş has also benefitted

from the unusually high Fuel Oil cracks.

 Given strong refining environment total crack margin of Q2

was 2,36 $/bbl higher than the same quarter of 2016,

reaching to 5,67 $/bbl and the total impact of positive Med

FOB Prices on Tüpraş Operations was 437.7 million TL
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• Improvements in both the market conditions and the operational

parameters supported the second quarter results. On the other hand

especially the depreciation in TL resulted in a significant increase in the

figures. While the net sales improved by 50% in Q2 over the last year,

gross profit is more than doubled reaching to 1,6 billion TL.

• In Q2, 13 % increase in our operating expenses was in line with the 13

% increase in the crude oil processed. Therefore, if we take the inflation

into consideration, there was even a decline in operating expenses in

real terms.

• Consequently EBITDA more than doubled reaching to approx. 1,6

billion TL, and operating profit tripled reaching approx. 1,5 billion TL

where net profit of 2017 Q2 was approx.1,5 million TL.
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• Since there was considerable FX rate changes at the beginning of

2017, the analysis of income statement in USD is a better indicator of

Tüpraş’ s financial and operational results.

• Compared with 2016 Q2, in 2017 Q2 our Net Sales increased by 21%

in dollar terms and the gross profit nearly doubled reaching to 446

million dollars.

• Although the amount of Crude oil processed has increased by nearly

13%, our operating expenses increased by only 9%, impacting our

profitability positively.

• Consequently, operating profit in 2017 Q2 increased by 143% and with

the addition of the effects from financial items, our Net profit in the

second quarter of 2017 was 405 million dollars, a 257% increase over

second quarter of last year.



• Given the improvements in cracks and better operational

performance Tüpraş generated 431 mil. dollars of EBITDA in Q2

which is in line with the first quarter.

• With relatively stable FX rates and successful financial risk

management and working capital management, net income was

405 million dollars, in line with EBITDA.

• Although the turnover improved significantly with increasing

sales and the inventory values and volumes have increased with

seasonality, our Net Debt position in Q2 was 1,680 billion dollars

with an improvement of 711 million dollars yoy.

• As a result we reached to the highest return on equity of 0,55 in

2017 Q2.
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• The company continues to be liquid. With RUP related and 

other credit loan installments there has been a decrease in the 

financial loans amounting around 250 million dollars and some 

portion of the long term loans related with 700 million dollar 

Eurobond are transferred to short term accounts. 

• Although the payable days is in line with Q1, since the crude oil 

prices declined around 5 $/bbl and our discounted heavy crude 

oil purchases increased in Q2, payable amount is now 400 

million dollars less than Q1.

• Although the product prices have also declined parallel to the 

crude oil prices, since the sales amount has increased in Q2, 

receivable amount slightly increased.

• Factoring operations are at the same level with Q1 but the 

credit payments mentioned above and the inventory increases 

for being prepared for the high season reduced the cash 
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amount.
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When we look into the details of balance sheet difference yoy;

Parallel to the sales volume receivables increased.

Additionally with the effect of the high season and crude oil

procurement terms, inventory values and volumes have

increased.

We can see the effect of the transition of Eurobond from Long

term loans to short term loans.



FX Risk Exposure 

As you have already known, we successfully manage our FX 

risk exposure. Therefore the discipline is continuing and as of 

June 30th, 2017 our foreign exchange exposure stood at 34 

million dollars long, within the limits of our FX risk parameters.
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As you can see we are comfortably meeting all of the 

targets set at the beginning of the year.
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We have revised our crude oil price estimations.

Additionally the strong performance of the crack 

margins and recent upsets in some refineries made 

us revise our net margin outlook as 7.0 – 7.5 dollars 

per barrel.

All the other expectations are still the same with the 

ones set at the beginning of the year.
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