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Abstract: businesses need to rely on strategic financial planning when taking de-
cisions on managing operational activity to navigate through turbulent times, as a
well-planned budget, can provide the company with ability to allocate resources effec-
tively, prioritize initiatives, and develop long-term strategic plans. In this article meth-
ods of strategic financial planning in operational activity are applied for the FESCO
group, in order to identify internal and external factors affecting its financial perfor-
mance, make predictions on further development of the company and propose the main

ways to improve it.
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AnHomayua: npeonpusmus O0AHCHbL NOJLAAMbCA HA cmpame2uieckoe UHAaH-
C060€e NIAHUpPOBaHUe Npu NPUHAMUU DEeUleHUll NO YNPAasieHUulo OnepayuoHHoU Oesl-
MenbHOCMbIO 8 YCI0BUAX HeCAOUTLHOU PLIHOYHOU CUMYayUU, MaK KaK 2pamMomHo co-
CMAgeHHblll NiaH obecneuusaem KOMNAHUU 803MOACHOCIU I PeKkmueHo2o pacnpe-
oeflenusi pecypcos, KOppeKmHol pacCmano8Ky NPUOPUMENO8 U OOCMUNCEHUsL yeell 8
007120CPOYHOU nepcnekmuse. B cmamve npumeHsaomes memoovl Cmpame2uiecko2o
Gunarncosozo nianuposanus 8 onepayuonHot oessmenvrHocmu epynnol FESCO c yenvio
8bIA6IEHUS BIUAIOUUX HA ee PUHAHCOBYI0 NPOU3BOOUMENILHOCMb (PaKmopos, npeocKa-
3aHUA OanbHelule2o0 pa3eumus KOMRAHUU U NPeON0NCEeHUsT OCHOBHbIX Nymeli ee Yyy-

WEHUA.

Knwuesnvie cnoesa: ¢MHCZHCO€O€ nianuposarnue, onepayuOHHasl aeﬂmeﬂbHOCMb,

ananu3z KOMnaHuu, (puHancosvie Kodpouyuenmeol.

1. Company overview/

FESCO group is one of the largest private transport and logistics Russian compa-
nies. Demand for the company's services significantly depends on macroeconomic pa-
rameters, such as the balance of export and import, currency exchange rates. The in-
crease in the exchange rate causes a decrease in the structure of import shipments, and
the decrease leads to a negative dynamics of export.
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The company's operating activities are carried out by five divisions, a brief de-
scription of which is presented in the table 1

Table 1
Structure of the operating activity of the FESCO group

Division name Brief description

Marine Division | Carrying out maritime transportation, operational management of seagoing
vessels, provision of maritime mediation services

Liner and Linear transportation and freight forwarding services for both containerized

Logistics Division | and bulk cargoes

Rail Division Transportation of container and bulk cargoes using own or leased locomo-
tives

Port Division Carrying out loading and unloading operations, container storage and rental
services

Fuel Division Sales of petroleum products

(complied by the author based on data from [1])

The activities of the lines are closely integrated, which allows the FESCO group
to provide intermodal transportation services — i.e. using two or more types of different
vehicles during transportation.

The financial results of the FESCO group as for December 2021, broken down by
divisions, are shown in Figure 1. The largest division in terms of cash flows is the liner
and logistics division, which accounted for 54% of revenue generated by these types
of activity. It integrates the activity of other divisions, including transshipment in ports

and railway transportation.
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Fig. 1. FESCO key financial indicators for 2021, million rub and % (complied
by the author based on data from [1, 5-9])
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The rail division together with the port division, represented by the Vladivostok
Commercial Sea Port, are the most significant in terms of EBITDA: together, they ac-
counted for 84% of the company's EBITDA for the period.

From Figure 2. it is clearly seen that after the breakthrough in 2017, during the
next four years the company's profit generated from operating activity (gross profit

minus operating expenses) was maintained at the same level, with an insignificant de-

cline.
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Fig. 2. FESCO group profit from operating activity and percentage change in
2017-2021, million rub and % (complied by the author based on data from [1, 5-9])

In 2022, however, FESCO has increased the indicator by four times. The COVID-
19 pandemic increasing the demand for logistics and transportation services is the most
massive influencing reasons. Another contributing factor is FESCO’s expanding its
product range and entering new markets, which helped increase its revenue streams.

Analysis of profit from operating activity broken by the division (Table 2) pro-
vides strong evidence on significant changes in the organization of operational process.
Whereas, in the period between 2017 and 2019, FESCO directed its primary focus to-
wards marine and railway transportation. However, in 2021, the group has shifted its
attention to international complex transportations, which necessitate the involvement
of all the company's assets [2]. Consequently, the linear division that unifies all others
has emerged as the most profitable approach for FESCO. An evidence for this fact is
provided in Figure 3: the amount of intermodal transportations has almost doubled by
2021 compared to 2017.
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Table 2
Structure of the operating profit of the FESCO group in 2017-2021

2017 2018 2019 2020 2021
Marine Division 10,2% | 2,2% 1,3% 3,6% 3,0%
Liner and Logistics Division 8,2% | 13,3% | 21,7% | 28,6% | 72,3%
Rail Division 35,8% | 29,3% | 16,2% 2,6% 1,5%
Port Division 455% | 54,9% | 60,6% | 65,1% | 23,1%
Fuel Division 0,3% | 0,4% 0,3% 0,1% 0,2%

(complied by the author based on data from [1, 5-9])

Now let's consider the operational results of linear and logistic division in more
details. The figure 3 reflects the significant increase of the operational profit in 2021
compared to 2020. The following factors influenced the revenue growth: an increase
in volumes of external trade lines; introduction of surcharges, increase of linear tariffs
due to a shortage of container equipment in Asia; growth in volumes of intermodal
transportation in imports; high market rates in import transportation from Asian coun-
tries; expansion of the geography of dry import services: started transportation of im-
ports through new border crossings for FESCO — Altynkol, Dostyk, Zabaikalsk; and
an increase in the linear tariffs of cabotage container lines.
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Fig. 3. Operational results on linear and logistics division in 2017—-2021, million rub
and thousand TEU (complied by the author based on data from [1, 5-9])

As can be observed from figure 4, the changes in operating expenses are not in
linear movement with the operating profits, which indicated that throughout the period
efficient cost-reduction measures were taken, thus increasing the operational efficiency
and reducing expenses, which resulted in higher profit margins. A quite remarkable
example of management assessing unprofitable activities and promptly responding to

such drop downs is the following situation: a part of the factors contributing to the
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profit decline in 2019 compared to 2018 was a decline in the volume of grain trans-
ported by the rail division.
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Fig. 4. FESCO group operating expenses and percentage change in 2017-2021, mil-
lion rub and % (complied by the author based on data from [1, 5-9])

Responding to the problem, in early 2020 FESCO sold Trans-Grain, the operator
of the company's grain carriers, for a total of 3.8 billion rubles [13]. The company used
the funds raised to invest in core assets and reduce its debt burden. Especially noticea-
ble results of cost management techniques can be observed when comparing the aver-
age annual growth rate during the period 2017-2021: profit was growing on average
five times faster, 102% against 16% respectively.

The structure of these expenses broken by the expenses item is reflected in table
3. Traditionally, one third of the expanses of FESCO Group is due to railway infra-
structure and transportation. This is a result of the company that operating mainly in
the Russian Far East region, where the rail network is extensive, yet deficient. There-
fore, the company heavily invests in its railway infrastructure to enhance the reliability
of its services.

The structure of these expenses in general remains stable throughout the last five
analyzed periods. The item most stable is the one taking the major part, described
above. The remarkable changes as for bunkering are due to the little value of the item,
so it’s not of a particular interest. Thus, the item experiencing the most change is lease:
on average, the company’s expanses on leasing fleet, railway sidings, rolling stock,
materials handling equipment, berths and containers was increasing by 21,61% annu-
ally.

Table 3
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Structure of the operating expenses of the FESCO group in 2017-2021, %

2017 | 2018 | 2019 | 2020 | 2021 average
change, yly

Railway infrastructure tariff
: . 76,53% | 75,99% | 71,98% | 76,79% | 74,19% -0,67%

and transportatlon Services
Bunkering 0,29% | 0,09% | 0,17% | 0,05% | 0,27% |  104,06%
Payroll expenses 10,35% | 9,47% | 12,88% | 12,02% | 11,46% 4,05%
2’0‘?{396 and vessel Tunning | 3 5104 | 57506 | 3.17% | 1,93% | 2.30% -5,32%
Lease 411% | 514% | 4,66% | 3,51% | 6,86% 21,61%
Stevedoring services 476% | 6,08% | 6,95% | 551% | 4,77% 1,99%
Non-profit based taxes 0,66% | 0,49% | 0,20% | 0,20% | 0,15% -27,31%

(complied by the author based on data from [1, 5-9]).

2. Analysis of the coefficients characterizing operational efficiency and overall

financial performance of the company

Next will move onto analyzing the company using ratios. The calculations of the

financial stability and operational efficiency ratios are presented in Table 4 and Figure

5. Firstly, we will consider debt and debt-service coverage ratios, showing the extent

to which the company uses debt to finance its assets and the extent to which a company

generates enough cash to cover its debt payments, respectively.

Table 4

Coefficients characterizing financial stability and operational efficiency of FESCO
group in 2017-2021

Debt | Debt-Service Operar_lng Return on Acc_ounts
. . profit sales gross receivable
ratio | Coverage Ratio . .
margin profit turnover
2017 o 0,347 0,192 0,203 10,954
20 | e oo 0,55 0,146 0,305 0,804
% change to -
previous period | 0,15 58,70% -23,76% 4,12% -92,66%
%
20 | ratio 0,91 0,34 0,147 0,342 0,788
19 | % change to -
previous period | 4,03 -38,15% 0,20% 12,35% -2,01%
%
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20 | ratio 0,91 |0,381 0,131 0,322 0,709
20 1
% change to 0,17 | 138,14% -10,45% -5,87% -9,98%
previous period | %
20 | ratio 0,54 | 1,499 0,382 0,519 3,923
21 7
% change to - 292,88% 191,03% 61,21% 453,27%
previous period | 40,0
1%
average % change - 112,89% 39,25% 17,95% 87,15%
11,0
1%
% change 2021 to - 332,36% 99,08% 77,51% -64,19%
2017 42,4
2%

in the earlier years, with the ratio standing at 0.949 in 2017, and a marginally lower but
almost similar ratio of 0.948 in 2018. The trend started to decline in 2019, with a mod-
erate decrease to 0.91 and a slight increase to 0.911 in 2020. However, the most sig-

nificant decline was noticed in 2021, with the debt ratio dropping to 0.547, the lowest

(complied by the author based on data from [1, 5-9]).

The analysis debt ratio suggests that the company had a high level of borrowing

level in five years.

0.347, which increased significantly to 0.55 in 2018. The ratio has been fluctuating
since then, with a declining trend in 2019 of 0.34 and a slight increase to 0.381 in 2020.
The most significant shift in the ratio was noticed in 2021, with a significant increase

to 1.499, indicating that the company's cash flows have significantly improved, with

FESCO Group's debt-service coverage ratio in 2017 was very low, standing at

the potential to repay its debts more efficiently.
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Fig. 5. Coefficients characterizing financial stability of FESCO group in 2017-2021
(complied by the author based on data from [1, 5-9])

Data from Table 5 represents the calculations of the degree of influence each re-
sulting factor had on the final value of the ratio. The increase in both debt ratio and
debt service coverage ratio could be attributed to the efficient management of resources
within the organization. It can be seen that the positive dynamics in these two ratios
are not primarily due to the decrease in borrowed funds, but rather to the build-up of

assets and operating income maximization.

Table 5
Factors influence on final value of the financial stability coefficients
of FESCO group in 2017-2021
2018 2019 2020 2021 average yly
Debt ratio

_Change in Iong-term_llablllty 2.9% 320 10,6% | 31.2% 3.6%
influence on debt ratio %

Change in total asset influence on 2.8% 0.8% 121% | -54.3% 110,0%

debt ratio, %

Debt-Service Coverage Ratio

Change in net operating income on
Debt-Service Coverage Ratio, %

Change in short-term liability on
Debt-Service Coverage Ratio, %

-136,2% | -432,9% | 305,6% | 1051,5% | 197,0%

171,6% | -120,0% | -10,2% | -77,9% -9,1%

(complied by the author based on data from [1, 5-9]).

Next, let us analyze the operation efficiency ratios. As can be observed from table

4 and figure 5, operating profit margin denotes the efficiency of a company's operating

9
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activities by measuring the percentage of sales revenue that remains after deducting
operating expenses. From 2017 to 2021, FESCO Group's operating profit margin var-
ied significantly. It was at its peak in 2017 at 0.192 but dropped to 0.146 in 2018 and
remained the same in 2019. In 2020, the operating profit margin further reduced to
0.131, demonstrating the company's inefficient cost management. However, in 2021,
the company's operating profit margin experienced a significant increase, rising to
0.382 (table 4). This increase was likely due to the company's cost reductions, im-
proved efficiency, and increased sales revenue.

On the other hand, the return on sales gross profit measures a company's profita-
bility by comparing its gross profits to its sales revenue. From 2017 to 2021, FESCO
Group's gross profit margin increased consistently. In 2017, the return on sales gross
profit was 0.293, which increased to 0.305 in 2018, further improved to 0.342 in 2019,
and decreased slightly to 0.322 in 2020. In 2021, the company's return on sales gross
profit reached an all-time high of 0.519. This reflects the company's improving cost
management and pricing strategies.

Broken down according to divisions (figure 6), Port division is the most profitable
division of FESCO Group. It has maintained a highly profitable status throughout the
period of 2017-2021 with a margin of more than 0.4. In contrast, the Rail division has
experienced a downward trend with an average annual decrease of 40% during 2018—
2020. Despite its increase in 2021, the value remained lower than its 2017 level by
63%.

0,60 Marine Division

0,50

0,40 Liner and Logistics Division
0,30 Rail Division

0,20 Port Division

010 ——~__ =T =" _ —= = =Fuel Division

o0 -~~~ TS TTTTo-=-==7

2017 2018 2019 2020 2021 FESCO group in general

Fig. 6. Operating profit margin of FESCO group broken by divisions in 2017-2021
(complied by the author based on data from [1, 5-9])
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Lastly, the Linear division has maintained low levels in the period 2017-2020 and

has significantly grown to 0.36 in 2021, determining the overall company performance

in this year.

In comparison with the median industry (figure 7, table 6) in terms of operating

profit margin FESCO was performing slightly better: despite the difference has de-
creased, the company retained 10% advantage in 2020-2021. This indicates FESCO's

management has been effective in managing operating expenses and increasing reve-

nue to generate higher profits. While FESCQO’s return on sales gross margin remained

above the industry median for all three years, the gap between the compwny and the

industry median decreased in 2020 and 2021, which indicates that the company must

work harder to maintain its advantage in the industry.

Table 6
Operating efficiency ratios of FESCO and industry median in 2017-2021
| 2020 | 2021 | 1h2022 |
Operaring profit margin
HMM Co Ltd (South Korea) -0,041 0,182 0,535
Hapag Lloyd AG (Germany) 0,061 0,101 0,420
Korea Line Corp (South Korea) 0,130 0,161 0,219
Qatar Navigation QPSC (Qatar) 12,616 -0,204 0,091
AP Moeller — Maersk A/S (Denmark) 0,044 0,104 0,315
FESCO group 0,147 0,131 0,382
median 0,096 0,117 0,348
Return on sales gross profit

HMM Co Ltd (South Korea) 0,820 0,421 0,313
Hapag Lloyd AG (Germany) 0,558 0,395 0,354
Korea Line Corp (South Korea) 0,768 0,667 0,769
Qatar Navigation QPSC (Qatar) 0,141 0,157 0,194
AP Moeller — Maersk A/S (Denmark) 0,468 0,384 0,399
FESCO group 0,911 0,547 0,465
median 0,663 0,408 0,377

(complied by the author based on data from [1, 5-9]).

The accounts receivable turnover ratio measures how efficiently a company col-

lects money from its customers. The analysis of FESCO Group's accounts receivable
turnover (table 4, figure 5) shows a declining trend from 2017 to 2020. In 2017, the

Content is licensed under the Creative Commons Attribution 4.0 license (CC-BY 4.0)
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company had an accounts receivable turnover of 10.954, which was a relatively high
ratio, meaning the company was efficiently recovering its outstanding debts from cus-
tomers. However, this ratio declined sharply in 2018 and 2019, with figures of 0.804
and 0.788, respectively. This decline could suggest that FESCO faced challenges in
collecting its receivables. This may be a worrying trend. However, the accounts receiv-
able turnover in 2021 improved significantly to 3.923, which signifies that FESCO
improved its collection efficiency. This improvement could translate to an increase in

cash flow for the business.

4,500

4,000 Operaring profit margin -

3,500 FESCO group

3,000 Operaring profit margin -
median

2,500 Return on sales gross

2,000 profit - FESCO group

1,500 -—- Retqrn on se_tles gross
profit - median

1,000 —_ Accounts receivable

0,500 B e R turnover - FESCO group
Accounts receivable

0,000 2019 2020 2021 turnover - median

Fig. 7. Operating efficiency ratios of FESCO and industry median in 2017-2021
(complied by the author based on data from [1, 5-9])

Overall, the financial ratios of FESCO Group from 2017 to 2021 showed mixed
results, with some ratios indicating improvement and others showing a decline. How-
ever, overall, the ratios indicate that the company has been able to reduce its debt level,
generate enough cash flow to cover its debt obligations, and improve its profitability
and operational efficiency. Therefore, FESCO Group is in a relatively good financial
operational health.

3. Identification of factors influencing the profit from operating activities.

A correlation matrix is a statistical tool that quantifies the degree of linear rela-
tionship between variables, providing valuable insights into how different factors
within a company analysis interact and influencing more informed decision-making
[10, p. 31]. The correlation heatmap analyzing the internal factors influence on opera-

tional profit of the company is presented in figure 8. For the purposes the Seaborn
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module of Python was used. As internal factor the indicators of operational activity are
taken. The findings of the correlation matrix suggest that intermodal transportation has
the highest correlation with operational profit (r=0.76), followed by rail container
transportation (r=0.74) and transshipment of containers (r=0.71). These results provide
additional evidence that FESCO’s group profit is mostly dependent on intermodal
transportation, rail container transportation, and transshipment of containers. Quite an
interesting finding is that in recent years, the importance of international activity over
the domestic operations is prevailing. In addition, it’s exactly intermodal transportation
which results in more operational profit generated compared to international shipping

(r=0.76 against r=0.067 respectively).
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Fig. 8. Correlation heatmap of internal operational activity factors and operational

activity of FESCO group (complied by the author based on data from [1, 5-9])

The findings also reveal that bunkering volumes and rolling sticks have a negative
correlation with operational profit (r=-0.53 and r=-0.6 respectively). This indicates that
companies that increase in consumption of fuel or encountering high levels of trans-
portation are the key operational expenses for FESCO group. The increase in ship-days
in service also leads to the profit decrease, so the company should seek the ways to

keep the optimal levels of the indicator.
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The correlation heatmap analyzing the internal factors influence on operational
profit of the company is presented in figure 9. The correlation data reveals that FES-
CO's turnover has a strong positive correlation with China (0.82). This highlights the
need for maintainance strong ties with this partner. Similarly, FESCO's GDP and in-
vestment in fixed capital in Russia also has a strong correlation (0.83 and 0.84 re-
specively), which indicates that the company's performance is closely linked to Rus-
sia’'s economic growth. The correlation between the dollar rate to ruble is positive, but
not as strong as other factors.

Lastly, the data reveals that FESCO's average WT] price and average Brent price
both have negative correlations (-0.15 and -0.2, respectively). This suggests that fluc-
tuations in oil prices do not have a significant impact on the operational profit of the
company directly, but there is a connection between these two indicators and dollar
rates, GDP and cargo transportation volumes, so this way the fluctuations in oil prices

may affect the operational result of FESCO group.
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Fig. 9. Correlation heatmap of external operational activity factors and operational

activity of FESCO group (complied by the author based on data from [1, 5-9])

To summarize, the correlation analysis suggests that FESCO's business is heavily
dependent on the Russian economy performance as well as on the intermodal interna-
tional transportations, in particular there is a strong interdependence of operating profit

with relationship with China.
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4. Forecast of operational profit and analyzing the background of upcoming pe-
riods.

The data analysis was performed in the Python programming language using mod-
ule sklearn. In order to predict the operating profit, several machine learning techniques
were applied (Table 7). The models were developed using variables determined in a
previous chapter that were found to be significant. The relative performance of the
models was evaluated based on the Mean Absolute Error (MAE). MAE measures the
absolute difference between the predicted values and actual values. A lower value in-
dicates better accuracy of the model. The results indicated that the linear regression
model had the lowest MAE, so it was used for further forecast.

Table 7
MAE and MAPE by machine learning models predicting the profit from operating

activity
model MAE, million rub MAPE, %
Linear Regression 1948 23,8
Random Forest 2773 33,9
Support Vector Machine 6514 79,5

(complied by the author based on data from [1, 5-9]).

The basis forecast is displayed in figure 10. The future values for the predictors
were calculated as ARMA with parameters (1, 3). The forecast values for the upcoming
years suggest that the company's profit from operating activity would continue to in-
crease, even though no sharp increases are expected by the model. This consistent
growth in profits signals that the FESCO Group's business model is a well-balanced

one.

= Operational profit, min rub
Operational profit basis forecast, min rub
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Fig. 10. Basis forecast of operational profit of FESCO group in 2022-2024, million
rubles (complied by the author based on data from [1, 5-9])

Nevertheless, the company is currently in a favorable position for more significant
growth opportunities. One of the key drivers of FESCQO's development in the coming
years will be the reorientation from the West to the East, which began as a result of the
sanctions: Global Ports reported a 9% y/y increase in container turnover in the Far East
in the first half of 2022, all other destinations showing a decline. This direction in gen-
eral seems to be promising: Asian region has doubled its GDP in the last 10 years. By
2030, it is projected to grow by another 44%.

One of the most significant directions of development of companies' supplies is
the Chinese direction. The trade turnover between Russia and China in January-No-
vember 2022 increased by almost 30% y/y. Imports are recovering after a fall in March,
and exports showed strong growth in the spring, and further stabilized at the achieved
level. As previously mentioned, Russian business is facing a shortage of logistics ca-
pacity in the Far East, container export tariffs are growing. FESCO is benefiting from
the situation massively.

At the same time FESCO has a very strong competitive position in the sector.
New Far East ports are highly unlikely not appear in the next few years.

The second direction where freight traffic growth is to be expected is India. Pre-
viously, commodity relations between Russia and India were underdeveloped: India
mainly built economic relations with Western countries, while Russia directed its ex-
ports to Europe. At the moment India has started the active purchase of Russian oil,
experts expect the export of other goods to increase in the nearest future as well. The
total trade turnover between Russia and India in the first six months of 2022 amounted
to $ 11.5 billion, which is more than twice as much as during the same period of 2021
[11].
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One more promising direction is turnover with countries, which are members of
economic and other unions together with the Russian Federation, e. g. BRICS coun-
tries. Experts predict an increase in cargo flows between Russia and North Africa,
South America and, above all, Brazil [3, p. 1].

Another direction for increasing cargo traffic is the trading countries, which pro-
duce little themselves, but act as subassemblies or traders. These are, for instance, Tur-
key, the United Arab Emirates (both countries are gradually becoming major hubs for
shipments to Russia) and others, such as Uzbekistan [4, p. 71]. In the first 10 months
of 2022 the volume of shipments from Turkey increased by 27%, from Uzbekistan —
by 25%. The direction also includes Vietnam, which has a duty-free agreement with
the Russian Federation.

In general, if considering the long-term perspective, the freight market, including
container transportation, is recovering and shows a positive trend of development, de-
spite the temporary crises.

5. Recommendations on financial strategy of operational activity of the company.

The financial ratios of FESCO Group from 2017 to 2021 showed mixed results,
with some ratios indicating improvement and others showing a decline. However, over-
all, the ratios indicate that the company has been able to reduce its debt level, generate
enough cash flow to cover its debt obligations, and improve its operational efficiency,
generating more profit from its sales. Some of the points the company should pay the
attention to are:

1. Address the declining trend in operating profit margin: The trend of decreasing
operating profit margin from 2017 to 2020 is a cause for concern. The company needs
to understand the reason for this decline, which could be due to increasing costs, lack
of revenue growth, or inefficiencies in operations.

2. Improve return on sales: the indicator has varied over time. With a high return
on sales in 2021, the company should work to maintain or improve this figure.

To effectively tackle the aforementioned issues, the company can implement the

following strategic steps:
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1. Cost reduction: FESCO should identify areas where costs can be reduced with-
out affecting the quality of service provided. One of the approaches may be further
development of its own terminal network as it enables the company to control its lo-
gistics and minimize expenses related to outsourcing. Moreover, it allows FESCO to
streamline its operational activity, ensuring greater efficiency. In order to do so, the
company can identify the key locations appearing during the process of intermodal
transportation and imply dry container terminals here.

In addition, the company can search for solutions in the following areas: optimize
the work of terminal users, reduce the cost of loading and unloading and related work;
reduce time losses in various stages of work and increase productivity and growth of
the port's throughput capacity.

2. Diversify revenue streams: FESCO can explore additional revenue streams that
can supplement their current services. This can involve expanding their product offer-
ings or exploring new markets for their services. In order to mitigate risks associated
with potential sanctions implementation, FESCO should be equally considerate with
all its trading partners: BRICS members, China, India, Turkey, and South-West coun-
tries.

The company should take advantages of upcoming shortages in the country: for
example, in the current situation, it is expected that exports of agricultural goods, in-
stead of traditional export flows, i.e. lumber, chemicals and metals, will begin through
the Northwest ports. The company owns the Port of Gaidamak, a port in the Far East,
and may increase its capacity for the transshipment of grain, generating extra cash
flows.

3. FESCO should continue its activity in term of operational efficiency improve-
ment. The average daily productivity in processing the fleet in 2021 was 35 thousand
tons compared to 31 thousand tons in 2020. On the railway direction, the average daily
processing of wagons in 2021 amounted to 608 units compared to 575 units in 2020
[1]. There exists the potential for this figures to be further improved.

4. Enhance customer service. In 2021, the company launched the «Port in Your

Pocket» web application, which allows FESCO customers to access digital services
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from their mobile phones, enabling them to close warehouses twice as fast, receive
reconciliation statements online, and always have customs requirements status at their
fingertips. In 2021, approximately 1,000 contracts were signed via the personal ac-
count.

Now, the company may concentrate on providing the best user experience,
e.g. convenient system bill payment and complaint registration. Providing timely and
accurate information on power outages and estimated restoration times through social
media platforms can also improve communication with customers.

5. Invest in technology: FESCO should invest in technological solutions that can
help optimize its business processes, reduce costs, and increase efficiency. Such solu-
tions can serve as a way of diversifying the company's operations and creating a com-
petitive advantage over its competitors, as was the case when the company began using
technology that allows for temperature tracking throughout the entire supply chain.

Conclusion.

Overall, the analysis of FESCO financial metrics shows that the company's prof-
itability and efficiency have experienced fluctuations and improvements over the years,
outperforming the industry median in some areas. Thus, FESCO may need to further
analyze its financial performance to identify areas of strength and weakness and im-
plement necessary strategies for improvement. The correlation matrix for FESCO
Group provides the evidence on certain factors of external and internal environment
playing the key role on financial operational performance, including its intermodal and
rail transportations volumes, relationship with China, Russia's GDP, and ongoing in-
vestment in fixed capital. The current negative events do not largely affect the FESCO
group. Key company's assets are distinct from the center of the conflict and are not
connected in any way to the EU or the United States. New sanctions against Russia, on
the contrary, will further accelerate the reorientation towards the East. In the near fu-
ture, the company's profits should remain high, thanks to the growth of freight rates. In
the long term, the company is a beneficiary of Russia's expanding trade relations with
Asian countries and partner countries, including India, Vietnam, the BRICS countries,

Turkey, and Vietnam, as well as the expected growth in supplies from China.
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