


dividend flows it is using mainly short-term forward contracts, which offers limited 

protection during period of prolonged FX volatility. This vulnerability is captured in the 'B' 

rating.

Free Cash Flow Impacted by Capex: We expect free cash flow (FCF) to be more negative 

in 2018 and 2019 than in previous years, mainly due to one-off capex related to the new 

Illinois contract and some contract renewal fees. FCF can be volatile as a result of upfront 

investments related to new contracts or contract renewals. However, such contracts 

contribute to steady operating cash flow generation due to their recurring profit stream. 

This is a key credit support. After 2018 the group does not have any major contract 

renewals until 2021 and therefore capex should remain lower, rebuilding some cash flow 

headroom. 

Asset Sales Could Help Deleveraging: Our base-case projection does not factor in any 

proceeds from the expected sale of the group's 20% stake in Gamenet, which 

management would be looking to complete in the near future. These asset sale options 

provide additional flexibility for Intralot and, if implemented successfully, could result in 

significant net debt reduction, bringing net leverage back to levels consistent with a 'B' 

category rating. This could lead to the Outlook being revised to Stable. However, asset 

sales are one-off and subject to execution risk.

Contract Portfolio Remains Strong: Intralot has established itself in the international 

gaming sector as a reputable provider of systems to manage lotteries through software 

platforms and hardware terminals, and, in betting, a large algorithm-based sportsbook. 

This has enabled it to win important contracts for the supply of technology and the 

management of lotteries in the US and Greece and for sports betting in Turkey and 

Germany. The renewal rate of contacts continues to be high at 90%. 

Growth Potential in Several Markets: The gradual liberalisation of gaming markets, 

governments' keenness on finding ways to raise tax proceeds and an increasing supply of 

new games should all provide increasing opportunities for Intralot. The group should be 

able to leverage on its experience and reputation and b



Fitch's Key Assumptions within our Rating Case for the Issuer:

- Revenue to contract in the low single digits in 2018 due to FX volatility, before returning 

to moderate growth in 2019

- EBITDA margin declining by 230bp in 2018, before broadly stablising in 2019 and slowly 

increasing thereafter







relevant public information, access to the management of the issuer and its advisers, the 

availability of pre-existing third-party verifications such as audit reports, agreed-upon 

procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and 

other reports provided by third parties, the availability of independent and competent third- 

party verification sources with respect to the particular security or in the particular 

jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports 

should understand that neither an enhanced factual investigation nor any third-party 

verification can ensure that all of the information Fitch relies on in connection with a rating 

or a report will be accurate and complete. Ultimately, 



Endorsement Policy

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used 

by regulated entities within the EU for regulatory purposes, pursuant to the terms of the EU 

Regulation with respect to credit rating agencies, can be found on the EU Regulatory 

Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement status of all 

International ratings is provided within the entity summary page for each rated entity and in the 

transaction detail pages for all structured finance transactions on the Fitch website. These 

disclosures are updated on a daily basis.

Fitch is not intended to be used by persons who are retail clients within the meaning of the 

Corporations Act 2001

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a 

Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the 

NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are 

authorized to issue credit ratings on behalf of the NRSRO (see 

https://www.fitchratings.com/site/regulatory (https://www


