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We are bullish on the company’s balance sheet. It was rescued by the market during COVID-19, and we do not
anticipate any secular challenges that will be able to shake the company’s position in the hierarchy of global GDS
providers. The only serious threat to the balance sheet is related to another force majeure similar to the one that
happened in 2020. To offset this potential threat, we suggest that investors take a small short hedging position in
the stock of Expedia or other travel agencies. Otherwise, we like the company’s turnaround story, although it has
taken a little longer than expected.
Overview

Sabre was producing cash EBITDA of $945mm in 2019, and its business was booming. The company was
moderately 3.5x levered, generating over $330mm of free cash flow annually. However, COVID-19 made certain
corrections in consumers’ travel plans, and the company had to find rescue financing to buy itself liquidity to avoid
bankruptcy. It raised over $1.5bn of additional debt (similar to cruise companies and other travel-related businesses)
to withstand lower industry demand. Unfortunately, Sabre has annual SG&A fixed costs exceeding $600mm, and
the company’s high operating leverage has been keeping EBITDA margins lower than usual through recovery
years, including 2021 and 2022. It appears that the company will likely get to the pre-Covid-19 revenue level no
earlier than 2025. However, it will likely be able to start covering its fixed charges in 2024. After all, it must
generate just north of $550mm of cash EBITDA to cover its $475mm cash interest expense and $75mm of
maintenance Capex.

Maturity Coupon Face Value Az:_:f:t l\::gl::t Leverage in?j::s ¢
12/17/27 S+3.5%  TermLoan B-1 - 2021 $393.0 88.50% $347.8 $34.8 12.6%
12/17/27 S+3.5%  TermLoan B-2 - 2021 $614.2 88.50% $543.5 $54.3 12.6%
06/30/28  S+4.25% Term Loan B-1 - 2022 $603.4 89.75% $541.6 $58.5 12.7%
06/30/28 S+5.0%  TermLoan B-2 - 2022 $645.3 90.00% $580.8 $67.4 13.5%
12/15/28 13.00%  New Term Loan $726.4 100.00% $726.4 $94.4 13.0%
01/15/25  S4+2.25% AR Facility $130.0 100.00%  $130.0 " $9.8
04/15/25 9.25%  1st-lien Secured Notes $38.9 99.00% $38.5 $3.6
09/01/25 7.375%  1st-lien Secured Notes $63.0 95.00% $59.9 $4.6
06/01/27 8.625%  lst-lien Secured Notes $853.0 90.00% $767.7 $73.6 12.3%
12/15/27 11.25%  1st-lien Secured Notes $555.0 97.00% $538.4 $624 12.2%
Cash $601.6 $463.5
Net 1st-lien debt $4,020.6 $3,672.9 10.25x
04/15/25 4.00%  Convertible unsec. notes $333.2 97.0% $323.22 $13.3
Total Net Debt $4353.8 " $3996.1  1212x  $4768
Common Shares 379.5 $4.37 $1,658.4
Enterprise Value $6,012.3 $5,654.6 16.78x
2023 est. cash EBITDA $358.3

Sabre is the second GDS we are covering (see our coverage of Travelport at our website). The industry has become
more consolidated during the last 10 years when we started covering Travelport. Sabre acquired Abacus in 2015,
and its market share has been stable since this acquisition in the neighborhood of 34%-36%. Amadeus, the largest
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global GDS, has been increasing its market share at the expense of Travelport. For your information, Travelport
was acquired by a group of private equity companies in 2019 for $4.4bn. Travelport was generating around $2.55bn
of annual sales and $590mm of adjusted EBITDA at the time of acquisition.

We estimate that Travelport’s market share has dropped from 40% in 2022 to 26% in 2012 and to 21.7% in 2023,
whilst the share of Amadeus has grown from 26% in 2000 to 39% in 2012 and to 43.5% in 2023. In the meantime,
the market share of Sabre has remained unchanged at 35%. The company has stated on the recent call that Sabre
has been growing its market share for three consecutive quarters.

Q32022 Q32023
Air bookings share 33.4% 34.1%
Air bookings share,
excluding Expedia 36.5% 36.7%

The GDS industry has been surrounded by various ominous speculations of secular challenges during the last 20
years. However, airlines have not been able to come up with anything meaningful to eliminate the intermediary
between travel agencies and travel providers. Even the new NDC created by the IATA uses GDS for fulfillment.
As a result, we do not see any serious structural competitive threat for the industry. Moreover, as our analysis of
Travelport shows (see our research of Travelport at our website), economy slowdowns do not affect the travel
industry as severely as the debacle of 2020.

After two years of stagnation in the air traffic growth in 2008 and 2009, the industry experienced strong turnaround
— air traffic grew by 8.2%, 5.9% and 5.3% in 2010, 2011, 2012, respectively, exceeding the 5.0% historical average
over the past 20 years. Most of travel increase derived from emerging markets. The strongest performance were
registered by airlines in the Middle East and Latin America, whilst North American traffic slowing down
considerably.

The industry turnaround in the GDS industry after the 2008-2009 crisis was more modest — after two years of
consecutive contraction in 2008 and 2009 by 6.0% and 7.9% (compare to 0.4% and 2.1% contraction of air traffic
during the same years), GDS industry rebounded by 7.9%, 2.2% and 1.2% in 2010, 2011 and 2012, respectively.
Clearly, the GDS industry experiences steeper downside and slower upside through economy downturns. Also,
slow GDS growth reflects a more conservative capacity growth by large airlines in Europe and North America.

The future upside of GDS industry relates to further defragmentation of the hotel industry, particularly in Europe
and emerging markets. The growth of airline passengers globally has started to slow down recently, whilst even 5
years, it significantly outpaced the GDP growth. The number of airline passengers increased by CAGR of 6.2%
between 2015 and 2019, and the 2022 level is still far from the one in 2019.

2015 2016 2017 2018 2019 2020 2021 2022
Airline pasengers globally (mm) 3,569 3,817 4,095 4,378 4,543 1,807 2,185 3,781
Change 6.9% 7.3% 6.9% 3.8% -60.2% 20.9% 73.0%

Recovery in the number of air transactions has been mostly parallel between Amadeus and Sabre:

Booking Air Transactions | _ 2019 2020 2021 | QL2022 Q22022 Q32022 Q42022 | 2022 | Q12023 Q22023 Q32023
Amadeus 580.4 107.6 206.4 91.7 109.2 99.8 95.6 396.3 121.8 113.7 112.5
Change 81.5%  91.8% 920% | 32.8% 4.1% 12.7%

Sabre 5663 7 1247 7 2070 65.0 80.7 80.1 760 [ 3018 [ 966 7 904 " 895
Change 78.0%  66.0% 458% | 487%  120%  11.7%

However, total revenues during the first none months of 2023 have grown by 23% at Amadeus, compared to the
same period of 2022. In the meantime, sales at Sabre during the same period increased only by 16.5%. This is
mainly explained by the fact that Amadeus is focused on European markets, and average sales per transaction in
Europe is higher than in the U.S. — the area of focus for Sabre. Amadeus also has high percentage of sales related
to hotel solutions:
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Hospitality - %ge of sales 2021 Q12022 Q22022 Q32022 Q42022 2022 Q12023 Q22023 Q32023
Sabre 12.0% 9.6% 10.1% 10.2% 10.3% 10.0% 9.9% 104%  10.6%
Amadeus 20.2% 17.2% 16.0% 16.8% 18.9% 17.2% 15.8% 161%  15.9%
Overall, Sabre looks fairly competitive with Amadeus in terms of revenue generation:
Sabre-%-ge of Amadeus 2021 Q12022 Q22022 Q32022 Q42022 2022 Q12023 Q22023 Q32023
%0-ge of air transactions | 100.3% 70.9% 73.9% 80.3% 79.5% 76.2% 79.3% 79.5% 79.5%
9o-ge of air revenues 84.9% 76.9% 72.9% 75.2% 77.7% 75.5% 77.5% 77.8% 78.7%

The only disadvantage of Sabre is related to smaller size — it makes a crucial difference in the industry with the
high operating leverage. And unfortunately, Sabre has not been able to win any market share through the last 10
years — all market share has been lost by Travelport to Amadeus. As such, Amadeus enjoys higher EBITDA margins
and low leverage. Certainly, cash EBITDA margin of Amadeus still has not recovered to the one of 2019. However,

it is still higher now than it was for Sabre in 2019...

Amad 2018 2019 2020 2021 Q12022 Q22022 Q32022 Q42022 2022 Q12023 Q22023 Q32023
Revenue €49357 €5570.1 €2,1740 €2,6700 | €9172 €1,1826 €1217.6 €1,1685 | €44859 | €1,311.3 €1380.8 €1,3944
Change 12.9% -61.0% 22.8% 68.0% 43.0% 16.8% 14.5%
COGS €1,2069 €14295 €276.6 €495.0 €203.7 €302.6 €3104  €2826 | €1,09.3 €3253 €359.5 €340.5
%-ge of sales 24.5% 25.7% 12.7% 18.5% 22.2% 25.6% 255% " 24.2% 24.5% 24.8% 26.0% 24.4%
Personnel exp. €1382.1 €15432 €1,597.6 €1,340.1 €347.8 €371.0 €386.1 €403.6 | €15145 €399.0 €419.1 €421.3
%-ge of sales 28.0% 27.7% 73.5% 50.2% 37.9% 31.9% 31.7% 7 34.5% 33.8% 30.4% 30.4% 30.2%
Other opex €3184 €365.0 €2412 €236.0 €69.9 €71 €1477 " €71 €231.8 €773 €143.1 €228.1
Cash EBITDA €2,0283 €22324 €58.6 €598.9 €295.8 €4959 €3734 €4752 | €1,6403 €509.7 €459.1 €404.5
Cash EBITDA margin 41.1% 40.1% 2.7% 22.4% 32.3% 41.9% 30.7% 40.7% 36.6% 38.9% 33.2% 29.0%

Revenue

Air Distribution €1,0601.9 | €446.0 €591.8 €573.1 " €5369 | €21478 €6789 €681.6 €667.1
%-ge of total 39.8% 48.6% 50.0% 47.1% " 45.9% 47.9% 51.8% 49.4% 47.8%
Air IT Solutions €1,009.5 €313.1 €401.7 €4397 " €4109 | € 1,565.4 | €4249 €471.5 €506.1
%-ge of total 40.1% 34.1% 34.0% 36.1% " 352% 34.9% 32.4% 34.6% 36.3%
Hospitality Solutions €538.6 €158.1 €189.1 €218 " €207 €772.7 €207.5 €221.7 €2212
%-ge of total 20.2% 17.2% 16.0% 16.8% 18.9% 17.2% 15.8% 16.1% 15.9%

Total Sales €2,6700 | €9172 €1182.6 €1217.6 €1,1685 | €44859 [ €1311.3 €1380.8 €13944

Bookings Air 580.2 580.4 107.6 206.4 91.7 109.2 99.8 T 956 396.3 121.8 113.7 1125

Change 0.0% -81.5% 91.8% B 92.0% 32.8% 4.1% 12.7%
Capex €718.1 €736.1 €501.5 €460.2 €117.6 €139.2 €1455 " €l1644 €5606.7 €149.0 €160.6 €1529
Capex/Sales 14.5% 13.2% 23.1% 17.2% 12.8% 11.8% 11.9% 14.1% 12.6% 11.4% 11.6% 11.0%

Cash EBITDA margin of Sabre has been declining from 23.8% in 2019 to 15.6% in Q3 2023. It is projected to
grow to 16.4% in 2024. Absent any major industry bifurcation, we are confident that the company will be able to
grow cash EBITDA to the level that will cover all its fixed charges. Steps to facilitate this growth include the

following:

e Sales recovery, driven by improvements in APAC and Europe:
Decline Recovery Recovery Est.Rec. Est.Rec. | 2024 -%ge
Revenue 2019 2020 2021 2022 2023e 2024e in 2020 in 2021 in 2022 in 2023 in 2024 of 2019
United States $1,306,450  $636,854 $734,568 $958,927  $1,100,848  $1,183,412
%-ge of total 32.9% 47.7% 43.5% 37.8% 37.3% i’ 35.9% -51.3% 15.3% 30.5% 14.8% 7.5% 90.6%
Europe $913,245 $287,421 $341,862 $627,772 $718,799 $808,649
%o-ge of total 23.0% 21.5% 20.2% 24.7% " 24.4% i’ 24.5% -68.5% 18.9% 83.6% 14.5% 12.5% 88.5%
APAC $822,679 $151,206 $184,075 $335,056 $435,573 $533,577
%-ge of total 20.7% 11.3% 10.9% 13.2% 14.8% 16.2% -81.6% 21.7% 82.0% 30.0% 22.5% 64.9%
Other $932,614  $258619  $428370  $615260  $695.000  $775.000 | -72.3% 65.6% 43.6%  13.0%  11.0% 83.1%
Total $3,974,988  $1,334,100  $1,688,875  $2,537,015  $2,950,220  $3,300,637 -66.4% 26.6% 50.2% 16.3% 11.9% 83.0%
e Savings in Technology and SG&A costs are expected to be $200mm annually.

Overall, we do not expect business travel to return to its level of 2019. However, there is a clear disconnect between
rosy future indicated by stocks of travel agencies and the performance of GDSs. This disconnect represents
arbitrage opportunities.
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Sabre 2019 2020 2021 Q1 2022 Q22022 Q32022 Q42022 2022 Q12023 Q22023 Q32023
Revenues
Distribution $2,730,843  $582,115 $901,478 $342,388 $431,538 $430,826 $417,293 | $1,622,545 | $525.886  $530,405  $524,301
Change yoy 3.0% -78.7% 54.9% 80.0% 53.4% 22.9% 21.8%
IT Solutions 992,152 $594.579 602,061 $191.110 $167.611 $172.821 " $157.188 $688.730 $151.555 140356 $147.128
Change yoy 1.5% -40.1% 1.3% 14.4% -20.7% -16.3% -14.9%
Total Travel Solutions $3,722,995  $1,176,694 | $1,503,539 $533,998 $599,149 $603,647 $574,481 $2,311,275 | $677.441  $670,761 " $671,929
Change yoy 2.6% -68.4% 27.8% 53.7% 26.9% 12.0% 11.3%
Total bookings 566,308 " 124,684 207,013 64,978 80,729 80,101 " 76,034 301,842 96,643 90,429 89,460
Change yoy 1.3% -78.0% 66.0% 45.8% 48.7% 12.0% 11.7%
Average sales/ booking s66 | $94 [ $73 $8.2 $7.4 $7.5 s76 [ s77 [ s70 " s74 T $75
Change yoy 43.6% -23.0% 5.4% -14.7% -0.1% -0.3%
Hospitality Solutions $292,888 $174,628 $202,628 $56,004 $66,204 $67,497 " $64,915 $254,620 $73,812 $76,671 $78,581
Change yoy 7.3% -40.4% 16.0% 25.7% 31.8% 15.8% 16.4%
Transactions 108,482 67,046 91,802 23,028 29,533 31,640 " 27,258 111,459 27,746 31,916 33,790
Change yoy 22.4% -38.2% 36.9% 21.4% 20.5% 8.1% 6.8%
Average sales/ transaction 27 " %6 [ 2 $24 $22 $2.1 24 [ 23 [ 27 7 524 7 $23
Change yoy -3.5% -15.3% 3.5% 9.4% 7.2% 9.0%
Eliminations ($40.892) (817.222) ($17.292) ($5.092) (87.821) ($7.750) ($8.217) $28.880) (88.558) (89.903)  ($10.049)
Total Revenues $3,974991  $1,334,100 | $1,688,875 $584,910 $657,532 $663,394 $631,179 | $2,537,015 | $742,695 $737,529  $740,461
COGS. excluding technology
Total Travel Solutions $1,566,080  $438,300 $564,137 $894,556
%-ge of sales 42.1% 37.2% 37.5% 38.7%
Hospitality Solutions $153,162 $91,149 $96,487 $126,543
%-ge of sales 52.3% 52.2% 47.6% 49.7%
Eliminations $40.879 $17.222 $17.292 $28.880;
Segment COGS $1,678,372  $512,227 $643,332 $992,219
%-ge of sales 42.2% 38.4% 38.1% 39.1%
Corporate COGS $8,094 $27,867 $8,363 $8,624
D&A $39.691 $38.916 $39.756 $39.976
Total COGS $1,726,157  $579,010 $691,451 $1,040,819
Technology Costs
Total Travel Solutions $1,100,873  $946,080 $876,499 $910,219
%-ge of sales 29.6% 80.4% 58.3% 394%
Hospitality Solutions $111,877 $96,928 $96,059 $122,476
%-ge of sales 38.2% 55.5% 47.4% 48.1%
Corporate Technology Costs $72.454 $113.715 $80.275 $63.402
Total Technology Costs $1,285,204  $1,156,723 | $1,052,833 $1,096,097
SG&A
Total Travel Solutions $298,623 $282,078 $253,438 $260,318
%-ge of sales 8.0% 24.0% 16.9% 11.3%
Hospitality Solutions $43.454 $45,716 $45,495 $52,116
%-ge of sales 14.8% 26.2% 22.5% 20.5%
Corporate SG&A $258.133 $258.612 $311.145 $348.725
Total SG&A $600,210 $586,406 $610,078 $661,159
D&A
Travel Solutions $292,097 $250,540 $170,673 $28,254 $28,031 $28,043 g $26,185 $110,513 $24,606 $20,273 $20,050
Hospitality Solutions $53,098 $42,789 $26,354 $5,800 $5,487 $5,216 r $5,282 $21,785 $5,684 $6,344 $6,256
Corporate $69426  $70414 | $65.158 $16054  $15707  $10100 = $10474 | $52335 | $10029  $10271  $10357
Total D&A $414,621 $363,743 $262,185 $50,108 $49,225 $43,359 $41,941 $184,633 $40,319 $36,888 $36,663
Capex
Travel Solutions $52,642 $23,481 $25,128 $7,397 $11,000 $12,129 " $9,870 $40,396 $13,051 $18,700 $14,155
%-ge of sales 1.4% 2.0% 1.7% 1.4% 1.8% 2.0% " 1.7% 1.7% 1.9% 2.8% 2.1%
Hospitality Solutions $11,324 $3,177 $224 $3,529 $237 $1,118 " $1,127 $6,011 $1,928 $2,225 $1,489
%-ge of sales 3.9% 1.8% 0.1% 6.3% 0.4% 1.7% " 1.7% 2.4% 2.6% 2.9% 1.9%
Corporate $51.200 $38.762 $28.950 $6.477 $4.743 6.843 g 5.024 $23.087 $3.131 $9.155 $4.776
Total Capex $115,166 $65,420 $54,302 $17,403 $15,980 $20,090 $16,021 $69,494 $18,110 $30,080 $20,420
Adjusted EBITDA
Travel Solutions $1,021,363  ($272,582) ($52,006) $73,560 $85,915 $97,354 g $66,974 $323,803 $114,708  $136,641  $162,139
%-ge of sales 27.4% -23.2% -3.5% 13.8% 14.3% 16.1% " 11.7% 14.0% 16.9% 20.4% 24.1%
Hospitality Solutions $31,466 ($21,126) ($13,452) ($9.317) ($6,553) ($6,096) r ($7.828) ($29,794) ($2.811) $4,307 $6,363
%-ge of sales 10.7% -12.1% -6.6% -16.6% -9.9% -9.0% " -12.1% -11.7% -3.8% 5.6% 8.1%
Corporate $189.404 $153.821) $195.818 ($59.093) (854.897) ($57.007) r ($57.675) $228.672 $53.835 $67.899 89.483
Total Adjusted EBITDA $863,425 (8447,529) | ($261,276) $5,150 $24,465 $34,251 " $1,471 $65,337 $58,062 $73,049 $79,019
Adjusted EBITDA 21.7% -33.5% -15.5% 0.9% 3.7% 5.2% 0.2% 2.6% 7.8% 9.9% 18.7%
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Intellectual Capital Plus Hard Work Taking Research to the Next Level

Balance Sheet

The company’s capital structure consists mostly of secured debt.

Maturity  Coupon Face Value Af::f:t I\/Il’z;rilc(:t Leverage in(t:::ehs ¢ YIM
12/17/27 S+3.5%  TermLoan B-1-2021 $393.0 88.50% $347.8 $34.8 12.6%
12/17/27 S+3.5%  TermLoan B-2 - 2021 $614.2 88.50% $543.5 $54.3 12.6%
06/30/28  S+4.25% TermLoan B-1 - 2022 $603.4 89.75% $541.6 $58.5 12.7%
06/30/28 S+5.0%  TermLoan B-2 - 2022 $645.3 90.00% $580.8 $67.4 13.5%
12/15/28 13.00%  New Term Loan $726.4 100.00% $726.4 $94.4 13.0%
01/15/25 S+2.25% AR Facility $130.0 100.00% $130.0 g $9.8
04/15/25 9.25%  1st-lien Secured Notes $38.9 99.00% $38.5 $3.6
09/01/25 7.375%  lst-lien Secured Notes $63.0 95.00% $59.9 $4.6
06/01/27 8.625%  lst-lien Secured Notes $853.0 90.00% $767.7 $73.6 12.3%
12/15/27 11.25%  1st-lien Secured Notes $555.0 97.00% $538.4 $62.4 12.2%
Cash $601.6 $463.5
Net 1st-lien debt $4,020.6 $3,672.9 10.25x

04/15/25 4.00%  Convertible unsec. notes $333.2 97.0% $323.22 $13.3
Total Net Debt $4,353.8 " $3,996.1 12.12x $476.8
Common Shares 379.5 $4.37 $1,658.4
Enterprise Value $6,012.3 $5.654.6 16.78x
2023 est. cash EBITDA $358.3

Debt profile allows the company certain flexibility, since the new Term Loan facility is PIKable, and there is no
significant debt maturity until 2026. Liquidity is adequate, and there is no reason to believe that the company will
face any difficulties refinancing its debt any time soon, in our opinion. That said, we would definitely short equities
of online travel agencies as a hedge in small quantities to hedge a potential force majeure. We believe that 12%-
13% YTM generated by the company’s debt represents an attractive opportunity. Alternatively, you can short the
company’s stock as a hedge.
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Disclosure Regarding Research Report

The views expressed about the debt securities that are the subject of this research report accurately reflect the personal
views, as of the report’s publication date, of the Independent Credit Research, LLC (“ICR”) analyst primarily responsible
for drafting the report. No part of the analyst’s compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by him in this research report. The analyst’s evaluation of the subject debt
securities may change subsequent to the publication of this report. Neither the analyst nor ICR assumes any duty to
update the information contained in this report. This research report is for informational purposes only and does not
provide individually tailored tax, legal, or investment advice. It has been prepared without regard to the individual
financial circumstances and objectives of persons who receive it. The debt instruments discussed in this research report
may not be suitable for all investors. ICR strongly recommends that investors independently evaluate particular
investments and strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of a
particular investment or strategy will depend on an investor’s individual circumstances and objectives. Therefore, any
decisions you make based upon any information contained in this research report are your sole responsibility. Under no
circumstances is this report to be used or considered as an offer to sell or a solicitation of any offer to buy any equity or
debt security or any options, futures or other derivatives related to such securities.

ICR, its officers and affiliates do not hold securities covered by this report.

If you do not agree with these terms, please delete the publication.



