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Multiples Table FY12 FY13 FY14 FY15 FY16 FY1: FY18I  FY191  FY20F
Revenue (KES B 107,897 98,860 106,009 110,161 116,158 106,27 99,901 92,90° 85,475 . .
( ) Abizer Sharafali, ACCA
% change -8.4% 7.2% 3.9% 54%  -8.5% 6.0% -7.0% -8.0%
Direct costs (KES B) (77,217) (77,225) (75,268) (76,059) (67,861) (65,35¢ (61,43¢ (56,20¢ (51,712) agulamabbass@apexafrica.com
% change 0.0%  -2.5% 1.1% -10.8%  -3.7% -6.0% -8.5% -8.0%
Gross profit (KES M) 20,710 10,457 18,251 8,170 18,719 2539  21,47' 22,29; 20,087 +254 (0)20 7602534/ +254 (0)718 073373
EPS (KES) 358 (6.35) (2.25) (17.21) (17.53) (6.82 (5.27 (4.02 (4.14)
Total Debt/ Total Assets 347% 50.5% 59.9% 81.2% 90.0% 95.8% 102.79 105.49 105.4% www.apexafrica.com

Source: Company Filings, ApexAfrica Research
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Distribution of Shareholders By Region

Foreign Institution
37%

Foreign Individui
1%

38%

Shareholding Structure as at FY17 No. of Shares (M) % holding
Treasury 446 29.8
KLM Royal Dutch Airlines 400 26.7
Local Individua
SCBK Nominees Nea A/C KE11752 143 9.6
Mike Maina Kamau 64 4.3
SCBK Nominees Lts A/C 9187 22 14
Vijay Kumar Ratilal Shah 15 1.0
SCBK Nominees Ltd A/C 9230 15 0.9
SCBK Nominees Ltd A/C KE002749 11 0.8
Galot International Ltd 11 0.7
Ismail Gulamali 10 0.7
Other shareholders 359 24.0
Total 1,496 100.0
Distribution of Shares No. of Shareholders % holding
Less than 500 32,087 0.8
500- 5,000 40,680 4.4
5,001 10,000 3,179 1.6
10,001 100,000 3,423 6.3
100,001 1,000,000 338 5.8
Over 1,000,000 46 81.0
Source: Company Filings, ApexAfrica Research
History and Milestones
1977 19404

= Establishment after breakup of EAC

2003
= Acqguisition of 49% stake in Precision

2

2010

=i5Granted full Sky Team membership

2015

=Posts record-breaking net loss of
KES 26.2B

=Commercialization

= Delivery of first Bosing 777 aircraft

2012

=First Airline in Africa to raise capital
from irvestors across the globe

through = rights issus

=|mplem=entation of Operation Pride
beginz
=K begins sale of aircraft

1996

= Privatization

2005

=|SAGO certification (21st in the
‘World and first in Africa

2014

= K0 receives first Dreamlimer B7E7-8

=Westgate Msall attack of 2013
paralyzes tourism sector

= Jutbreak of Ebola in West Africa

2017

= KO marks 40 years in the skies

= Launches an unprecedented capital
optimization plan dubbed Project
Safar
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Drivers I nternational access to

Larger domestic market through air travel and

t he

KQ rem

Kenya, KQ6s host country, ha§p?%%'enl:f‘§/tQﬁbg‘?fgncgﬁ_g?faénidijis
economic growth and prosperi‘f?ll, \ﬁ_idtvﬁné'l_e)@eg}8Wthhascl'oncckrienagsq
at 5.5% in 2016 and estimate%o?%t'r%%a"i"nrlw'eﬁ‘? ra%vo?/%u'?%eorbelr

mar k
expected to boost air travelGlOlaaranq{TbandKenyaés c.46. 0M
over
ways

5.0% over the medium term. Higher disposable income i

peopl

the medium term. Despi t& orbeacde ndie nlamadl |feonfg edsi| I Klernayvae I Ajl
of fers travellers with u&pRrandel etienbaktcandab AblUt d§

the African region. The Afri®ahegsohfAhenat eps awidPdlby iNjgt eodf

frontier for the globeds nexP3%cohlomi & @gsbwhat eshutrhat wh,
structural challenges remain,Ta¥€bnormihe §PbREASTH nf OAf rA &SasS
expected to clock in at 3.2%W he kRioagesmthddriver tef 3dsmand
With African countries pri or€mMerzgiinngd emao nkoeniiSc: g3Vvoewt ht, hewel ag
pect an improvement in over &Xlet oy sdharpo@ifsttiodsa! aPracsL Ny
gion. As the continent stead4d0.y0%.edluATeAs &sttsi magt|eisa nsSched Vo n  Agf
tural exports, we aAfrccpanetrharafRéiBNMseapgengerg a year,
as restrictions on | abour mbBe| T OB T heet drhigsiec pi nahigrtdrraay
group6s FY17 financial year 9roiwe KQPps| tHENP-YBWMRV &ietchhlf &h s
passengers, from 3.7M in FY&B8agicghgd ngn fiotrswawidde wd ré ggéct o
passenger growth 8tD59% spearb iy &g@rg.BHE Musey © 7 2015 2016 2017
the medium term. Most of ¢ Udhe@ifranRR@®DENIET gT 0T PygrT Sy76C 0 M
from Africa, specifically th@ogRoabdri Ne0s north ;@ndoke acdt A
circuits where growth was r ergs®ngefdediures) 9. 6 % Yy / y3sea n3@dio 74088 % vy
respectivel y. KQ is expect edwolti@Pgoowthd 30 new f | i2g% t2g1% t20% e X i
African destinations fr om OcWoddpadegrowtp 01 7 . 27% 22% 3.9%

Unique city pairs 17,711 18,691 19,699
Tourism Return on I‘nvested Capital (ROIC) 9.9% 9.9% 8.8%

EBIT margin (% revenue) 85% 88% 7.5%
Despite recent chall enges, tNQp%gﬁxgroqitﬁngB)African re3£g_9i O r3f4mair
popular tourist destinati on.y.Adlpbiididayudbyymbers aggogs hhe r
have staged a resurgence anGgnttddySssmdr owt h i s exggecisedgst o
over the medium ter m. I nt er meditle@nal touri st azesos ¥a8sh 98646 0 K
increased by 16.7% y/y in 2O0AliGbesedss¢gMpst ed by i mpraovesd s42cur |

an

advertising. Hi gh occup SeeguigdfightssM)e s i n ur ban40h 3%8e 1385 acr

b u
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ments in Keny-8 pearsthenneasthben hdtethalhparogesy for

c
d

the region underscores the SPFEPUIERREYy of the region amorl
s
r
n

i ness and | ei sur e travell ers. Gl obal hot el chains suc

iott, Sheraton and Movenplprl‘,ok'at'%nre planning new establis
Kenyads

in Kenya is expected to incf@Bbkenpgd 1140 iy noSbeerp etdnieh f fag whylit
years. This is testament to fKeNy a8 sWOproSte€eMmitNda|f iansa N i @rl o vPjun
gi onal destination and the d¢HdNStyYsipesNteds€e AAdthRNG)

overwhel ming challenges is alkB§gspe&&dpipyeto secure
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In the airlinedés 2017 fiscalOpe@tonPrideQ | everaged on the g

in air travel across the comthieneantr Ihhel Paredaeired Wwiehuegne
Africa and introducidnCqapreew oworidrecsh (4 i ¥omgrséRE@Rsi ve turnar
Victord@apFalTown) while initipéiaglifdd 9md i ohiedlMwdkalrgriinegr 6 5 u
tebbe (Uganda) to Bangui (CARpund Etratef9rifoBvsaesbl omer ek
guentl vy, Africads share of teod alwhiulren orveevi siinnCg exkagoesd btuds i e
FYyi1r7, up from 49.0% in FYl5adwanhti ggdassegogewt H oiall tftRretAF
increased to 72.3% from 63. G%Asi he&SYADbedvTillle odrhgachniBz8a0thinatrio w,
cost |l ocal brand Jamboj et C olnjtpn inUge So ft oK QrsO W |ieretP @ My loairgiht X
versi fying revenue and boostedanddst PaiOoEifnaepNfc estd®e f B a Pit g
alone brand. Jamboj et 6s -dassti e Sr P Etl i O Pfr ovd Ati N gby Ot r
|l ocal routes for travellers hasspmeden. aThieg ahirtl | @amon g htyro:
by substantially reducing |l ogliséirmpl emahteadgemeasglirkbeacal t
a reasonabl e cost. Addi ti onado nhpreetdiutenyCel neess so fpfye rierdt rboyd uded Mg
into Ukunda, Mal i ndi and Lamdl-EaW GaRacChtyhaol hthegho me el
front grow substantially. Griowid Hhdast&l §o bda h BnBefigboet@ €alt f@8 Nclic
Jamboj et i nvest in a second wPashh mahj@40G harehbaldiert XKL MN@hSE
capacity. Additionally, Jambohetah@aisi PdtRrRadedulgOyei mpPE & e i
mission to fly internationalpyr ©ptegsati Whi ehj we!l |l opékegd yor
growing niche destinations sg¢ggistridestsulkinliinfga njoa rpa.ofMwaarbz a.i tHe
gei s a, Mogadi shu, Goma and Kgdmsd ng@sti .c ofFnutratihnenienotr, e ,r etfhoec uasij
l'ine continues to clinch varapedgsr @ayvardét anidngcecweé adepi (dlec

airline WTnA,Aflreiacdai ng airline in Business in Africa |,

4 year sOWTnA)a hriagwh |l i ght i ng t heF|ceoRatidnalisatibory and pr om-

inence of KQ&s brand in the African airline industry. The 1launch of the airlineds
Pride, saw it i mpl ement a com

Top-level management changes strategy to reduce direct and

KQ announced the appointmento2@fefok@peanfatatedom-hG@Gm@ eMramn
Mi chael Joseph as board chaiagiman nitne rQcatt g boenra | 2 & 1260, 0 ESRD aar okfi cn
an i mmediate rally in the aifFphdététmnedpréta@ark pabceonHigueBHT )
calm the nerves of stakehol dmyscwacssi e@aalkoutrjtyhee oetfhfeerc td v

of its turnaround pl an aftedgestshal pyrl been amapdad edlutr € coo
breaking |l osses. Addi tionalley.at étet mdtrldealel iapp diedtuendadt
CEO, iwveunetrmay Mr. Sebastian rMiuhes zs,t rhe@gyookcomserquent!l y,
the helm from Mr. Mb uvi Ng ungzze so4 ylsyt JuinpyR2P17¢t o WKiElse 1is5t

would be unjustified to bl ameg tilBe aaidr bodesi hpn&oesalhr we e s
tirel ynammgteongnt; the recent fehangeasapiaki t9p wnanagever the

ment will help clean the sl agwiaingddy ad b oyr b@r ahlde efxplalndi mp
tation of the airlineds turn@éotunsdavitn@d egvodiR@dv! Mmed RERé & d
ation Pride. The injection of fresh blood into the airlineés top cost s, coupled with higher yi
management reaf fir ms KQb6s cemmi amentmpt @vdrmesntt Uirpn atrpel nglr o
strategy. path to recovery.
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Turnover by Region
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Threats & Challenges

Competition

The airline industry is define
ment , where participants | eve
boost their competitiveness o
example is the phen&mseshelrnsac:
(Emirates, Etihad, Gulf Air,
fuel costs in domestic market
As air travel in and out ef tfF
pocketed airlines have begun
routes in Kenya and its envir
in recent years, grown as a pf
lines |l ooking to gain a footh
Emirates, Eti had, British Air\
successfully introduced intern
bi at attractive prices. Furt
Et hi opian Airlines have stead
niche African routes that hav
the pack. A combination of ir
shop in Nairobi and an increas:c
rican markets is Ilikely to re
passengers in the region. Add
with better financing and rou
tioned to compete on price an
compression in KQ&6s margins. T
coupled with ongoing financi al
l'y to hinder the airlines c¢omg
enue growth. An i ncrease in the demal
African continent has resulted

tion as existpngnypéeatyme st samrae
initiate routes in some lucr e
through Nairobiés internati on:
niche in these often underser:
through its strategic alliance
Team) has been able to provic
African routes with gl obal ac
in recent year s, competition
sider abdockedteeedp airl ines (Etih
have stepped up investment acrt
capture the growth of air tra
sult, we expect price competi:t

fy, compressing maioiengramwd hr e
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Crude Prices Global Micro and Macro Economic Challenges

Airline earnings are often Bveghl| g§s ctohhe eprad ®ple cttos tole threi o
crude oil. The decline in f uAeflriprainc ecso u(nc.r5 0e.s0 % esnian cne p2 Oalg4
boosted airline earnings acuoser mhee gtl lodeammeaalr ecsful tt ee d
mar ked decrease in the cost amdttauvelsm destination. Pol i
Fuel costs accounted for 52.f70% eoifg nK Qodxsc htaontgael vdoilraetcitl ictoys teas
37.7% of tot al revenue i n FYtl®re dioswsnhamp8bi i@ bthedieceabme
and 20. 9% of tot al revenue tconttivydaént .Gi v@m itrhsatta ntchee, o cescter
aircraft fuel is directly rebDRCeandoBuhendioshaef reswudeé¢eepdr
gl obal mar ket s, t his relatibnemi phéi gkbi ght s Fuhthaeremad rae,c
KQd s earnings to gl obal crugeneprrailc eesl.e cWhiolns anr Kenga @M
hedge exposure to oil pri cesdobwn tiak ibnugs idneersisv aacitvieviptoysiitn o
commodity markets, this 1is nveeistthmeernta na nedx accotv egy caigesn cies ncd ro sie
pensi ve. KQ posted a | oss ofofKBS e7 .c5oBu naamr yf vaenld dbeoruitvsa toifv ews

FY15 when it was caught on tihei wrohgt sl detof orhe ofngl Ipeirn oc
prices. The airline has sintclhee Q2OOs7/i/DBr aGelnyer at aEé @ c tdioavms

hedging operations, resul tintgryions a oguaiimmmofseKE®r 312 Momnwihi
derivatives in FY17. fortunes interlock inextricahb

African continent; given the
Foreign Exchange Volatility gion. Kenya Airways derived a
The airline books income i nfrwatitohues Adurd camcicOsht hoedss i B
global spectrum of its reprUnsdentsactoirvien 9o ftfhiec eismp 04 d RiNtCi€0 nOs

business and international t&COWNedMies sstogdhielni tpyy eifr KRS pb e
flights in US Dollars to fabfriceabdeathabyneompduisdsy 4d®d "N
ment. A volatile local curmdmrdyeS WwPHID dAfrreicaanr ajinp acnte st
groupds bottom line. The airafimmsentycugisl oqutsitgohnisgvceantthe o
its costs in foreign currendy; HATA gfitddgnat es., Afah§rRAgCRE
staff layovers. Tkixxchmpmgee mat0dM Map SfSorieNi 2Z016. Nonethel ess
opportunities, however, the Rli&Yeme PEmKI A9 X Fostkvdertag lvot
ty in its domestic currencyElghivemi amaAl rilHenegedyad hehepont
remains KQo6s functional and apfFééd88t atdi olnePcUdrartd Oy .1 tFuhta e
more, the group maintains an®iXGe&Rtyijitneasl aseiynteiabdt CpHOPE]
its tottearlm ldoenbgt i n foreign cautY&Sennceyt efaurninedrs Oxfp dsSibhg 221.
the airline to volatility inliek&lhsany theecontynegpleceambiyt
lar strength (+12.9% y/vy) i nPTfFofiigt ssaiwn KRQY 7.0 kE tah ifoopried g nAler
change loss of KES 10.5B. Whhd eCitvhiel Reldymod | shin| liitdg NRAS
remained stable over the pasROo¥i@ral hgbtaKQ EioHmhidn gs UtChCee epdr
of future FX losses, the potCemtlil€Iingerst ddt d tsf hpgtvepantry
not be eliminated given the nature of KQ6s business model .
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Fleet Capacity Subeasing ofreaierwcarlafof, Ineoans e s
The airlineds recent fleet r€atdilonPallainzeast iSoanW skiQOast efglye efa sd r«
cutack on the number of aircid@fFYlO.opfhefdtéderdscating bas
uting to a drop in revenue €8 F®1vheTHhiedpirfiimagyt gheaql ionfe
airlineds fleet rationalizatdiolnC rpartAFrisdime Si@hesvaappifA@xH s
rect costs and reduce fi nanc€iXPge cd Pt st OashiocGharete wat hotak
chase and lease of new aircrSafrti.nkAammguntima edqidleldi me@s sbme ah
unavoidable consequence of ¢tifd Mpr KROEmambi theusugXmansingn
tolpine growth. We expect reveHUEeBtoWwi Rapei akcwWpRgeotohpea v 4§ |
estimated 7.0% y/y over theBongeldigun’ 8t7erDi,eamhi f#emed bynde:d
smaller fleet and increased SciovnfpelRriagmini.negisy eWe reeh a& X prencet ey
is not expected to add famtyura®@ichk atr@ €6 ¢Gauntniees dmdthe5 nd

the absence of excess capacity wild/l hinder the airlinebs ¢
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50.00 ’ FY12 FY13 FY14 FY15 FY16 FY17 FY18F FY19F FY20F
FY12 FY13 FY14 FY15 FY16 FYL17 FYI8F FYL9F FY20F =Revenue § Direct costs ¥ Fleet costs # Gross profit® Overheads
Consolidated Income Statement FY12 FY13 FY14 FY15 FY16 FY1 FY18I FY19I FY20F
KES M KES M KES M KES M KES M KES N KES N KES N KES M
Revenue 107,897 98,860 106,009 110,161 116,158 106,27 99,90 92,90 85,475
Direct costs (77,217)  (77,225) (75,268)  (76,059)  (67,861)  (65,35¢ (61,43¢ (56,20¢ (51,712)
Fleet ownership costs (9,970)  (11,178) (12,490) (25,932) (29,578) (15,52 (16,982 (14,401 (13,676)
Gross profit 20,710 10,457 18,251 8,170 18,719 25,39 21,47 22,29 20,087
Overheads (19,404)  (18,643)  (20,972)  (24,503) (22,812)  (24,50C (19,481 (18,113 (16,668)
Operating profit/ (loss) 1,306 (9,012) (2,721)  (16,333)  (4,093) 897 1,99¢ 4,18: 3,419
Net finance costs (1,097) (486) (1,601) (4,581) (7,039) (7,33C (7,18t (7,21€ (7,184)
Other gains & losses (1,019) (1,700) (1,511) (1,346)  (10,812) (4,081 (2,997 (2,787 (2,564)
Profit/ (loss) before income tax 2,146  (10,826) (4,861) (29,712)  (26,099)  (10,20: (7,884 (6,00¢ (6,201)
Income tax (expense)/ credit (486) 2,962 1,479 3,969 (126) (5) - -
Profit for the year 1,660 (7,864) (3,382)  (25,743) (26,225) (10,207 (7,884 (6,00¢ (6,201)
EPS (KES) 3.58 (6.35) (2.25) (17.21) (17.53) (6.82 (5.27 (4.02 (4.14)

Source: Company Filings, ApexAfrica Estimates
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Consolidated Statement of Cash Flows FY12 FY13 FY14 FY15 FY16 FY1 Fy1sl FY19l FY20F
KES M KES M KES M KES M KES M KES N KES N KES N KES M

Cash flows from operating activities

Cash generated from operations 5,639 334 4,532 5,904 13,404 13,27. 12,98 11,14 10,257
Interest paid (1,341) (1,907) (2,424) (4,734) (6,893) (7,39C (7,185 (7,21€ (7,184)
Net cash from operating activities 4,378 (537) 2,738 1,214 6,362 5,84! 5,80: 3,93 3,073
Cash flows from investing activities

Purchase of property plant and equipment (3,258) (22,221) (22,326) (75,551) (561) (747 (527 (500 (490)
Proceeds from disposal of property, plant & equipment 188 17 28 4 7,215 5,73¢ 1,00¢ 79C 300
Deposits refunds received 318 50 2,805 191 420 12¢ 31¢ 30c 294
Net cash used in investing activities (5,125) (39,466) (31,878) (76,766) 5,715 64 79¢ 59(C 104
Cash flows from financing activities

Borrowings received 5,207 42,659 39,274 84,078 14,424 22,72 1,64( (1,122 (647)
Net cash from/ (used in) financing activities 2,537 47,556 25,965 67,601 (10,517) (2,21C 1,64( (2,122 (647)
Net increase in cash and cash equivalents 1,790 7,553 (3,175) (7,951) 1,560 4,27¢ 8,24( 3,40: 2,530
Cash and cash equivalents at beginning of year (adj.) 5,050 6,840 14,393 11,218 3,267 4,68:¢ 8,96 17,20: 20,603
Cash and cash equivalents at end of year 6,840 14,393 11,218 3,267 4,827 8,96: 17,20: 20,60: 23,133

Source: Company Filings, ApexAfrica Research

FY12 FY13 FY14 FY15 FY16 FY1 FY18I FY19I FY20F
KESM KESM KESM KESM KESM KESN KES N KES N KES M

Consolidated Statement of Financial Position

Noncurrent assets 55,599 94,088 119,021 141,011 128,705 119,39 108,06 102,66 100,613
Property, plant and equipment 49,373 71,502 88,389 125,422 120,871 112,05 105,33 100,06 98,063
Intangible assets 1,423 2,029 1,619 1,163 802 371 632 60( 588
Aircraft deposits 4,364 19,095 27,505 10,391 2,177 4,91t 2,10° 2,00: 1,961
Current assets 21,833 28,608 29,636 41,052 29,710 26,74 31,88 34,26 35,698
Inventories 2,683 2,532 2,461 1,897 1,922 1,82¢ 1,69¢ 1,57¢ 1,453
Trade and other receivables 10,219 10,413 13,706 14,819 15,084 13,38 12,98 12,07 11,112
Bank and cash balances 6,840 14,393 11,218 3,267 4,827 9,17 17,20: 20,60: 23,133
Total Assets 77,432 122,696 148,657 182,063 158,415 146,14 139,95 136,92 136,311
Equity

Share capital 2,308 7,482 7,482 7,482 7,482 7,48. 7,48 7,48. 7,482
Share premium - 8,670 8,670 8,670 8,670 8,67( 8,67( 8,67( 8,670
Cash flow hedging reserve - (1,995) (1,593) (10,042) (14,864) (14,15€¢ (14,24€¢ (14,531 (14,677)
Revaluation surplus - 3,557 3,557 3,557 5,497 4,91: 3,92¢ 5,89: 9,968
Reserves (retained earnings) 20,280 13,441 10,070 (15,676) (42,503) (51,871 (59,75t (65,76: (71,964)
Total equity 23,023 31,209 28,229 (5,963) (35,667) (44,91t (53,87C (58,20¢ (60,467)
Noncurrent liabilities 30,653 40,646 56,672 106,273 120,606 119,75 123,74 124,69 129,621
Borrowings (loans) 19,154 31,421 50,120 104,175 113,216 113,06 118,72 121,09 122,306
Deferred income tax liability 8,318 6,398 5,084 1,487 2,264 2,01 3,73. 2,82( 6,693
Current liabilities 23,756 50,841 63,756 81,753 73,476 71,30 70,07 70,43 67,156
Sales in advance of carriage 6,628 9,087 10,786 11,270 13,004 15,50 11,98 13,93 11,966
Trade and other payables 9,040 10,357 12,150 18,244 24,040 24,47 22,97 23,22 23,933
Borrowings 7,715 30,544 38,892 43,609 29,316 26,98 24,97 23,22 21,369
Provision for liabilities and charges - 467 902 1,672 2,441 3,33¢ 9,34( 9,48t 9,553
Total liabilities 54,409 91,487 120,428 188,026 194,082 191,05 193,82 195,13 196,777

Source: Company Filings, ApexAfrica Research
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Financial Highlightsii FY17 KQ posted a 7.4% y/y increase
A Tenuous Turnaround l argely attri butoefdf troe stthreu citnupra
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Net cash wused in investing &EXi sittiings mi nwblied FdrAnayry)

KES 615.0M as the airline dr astiec alplpyorsaaliad btaoc ki rivesti nivr

activities in line with the countent sHadmenicdaahe erhwirrtdnyme
mi zation plan.

Repayment ofDbomrngwt hgs¥FY1l7 fiscal year, the

airline repaid KES 34.7B worTlhe of§uboesofwinhgadwpilent aki nh

additional KES 24.2B in new rbeogulotwiinggsa bbnwhimeht KESabPt 8B

were | oans wsdd vieo yppyaymeat strGenseeuemthley ,Nati onal Treas
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Caveatii Capital Optimization some banks, which have taken
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KQ Creditors (KES B)

Jamii Borommm 0.41
Chase mmmmmm 0.72
Ecobank s (.80
&M m—— (.82
DTB S 2 .06
KCB s 2.00
NIC s 2.06
CBA mmsssssssssssssssm————m 3.00
COOP mEEEEEEEESSS———— 3 30
NBK M 3.50
Equity I 510

Source: Company Filings, ApexAfrica Estimates

Proforma Consolidated Statement of Financial PositiorActual Proforma
(Post Capital Optimization) KES M KES M
Assets

Noncurrent assets 119,397 123,556
Current assets 26,747 29,321
Bank and cash balances 9,177 11,751
Total Assets 146,144 152,877
Total Equity (44,915) 11,806
Noncurrent liabilities 119,758 86,293
Borrowings (loans) 113,067 79,602
Current liabilities 71,301 54,778
Onerous lease provision 999 999
Sales in advance of carriage 15,504 15,504
Trade and other payables 24,470 21,753
Borrowings 26,982 13,177
Total liabilities 191,059 141,071

Source: Company Filings, ApexAfrica Research

Shareholder Structure (Post Capital OptimizatioBhares (M) % Shareholding

Cabinet Secretary to the National Treasury 13,927 46.5%
KQ Lenders Company 2017 Limited 10,681 35.7%
KLM Royal Dutch Airlines 4,102 13.7%
ESOP 569 1.9%
Other Shareholders 651 2.2%
Total 29,929 100.0%
{2dNDSY /2YLIkye CAtAy3as | LISE! FNRAOF wsaslk NDOK

APexAﬁ‘ica

Valuation & Projections

6Charting the Futured
Valuing the company in the wask
tricky given the uncertainty e
While the capitalteopr ipnoisziattiivoer
secure the survival of the air
the sdhomtef fects are | ikely to
further complicated by the a
sharehol der equity, which ren
di fficult to i mplement Nonet
bl ended mofdleodw onfiulctaisphl es -tc@upl
sales approach.
For comparison purposes, we t&h
ple approaches-tbookudippgpoaahyp
t hefproma bal ance sheet prepar e
assumption of the successful i
timization plan. This approac
5.70, presenting a potenti al l
share price of KES 4.65.
ComgféiSWeight Fair Value (KES)
Priceto-Book (Post Cap Optimization) 244  20% 0.488
Price/ Sales 6.68 40% 2.672
Discounted Cash Flow 6.36 40% 2.544
Blended Fair Value (KES) 5.70
Current Price (KES) 4.65
Upside (KES) 1.05
Upside (%) 22.7%

Source: ApexAfrica Estimates

Peer Comparison Net Margin (%)P/E (x) P/B (x) P/S (xROA (%)

Kenya Airways Ltd 9.7 - - 0.1 -7.0
Delta Air Lines Inc 11.0 9.9 2.6 0.9 7.2
American Airlines Group Inc 6.7 9.1 6.2 0.7 4.0
JetBlue Airways Corp 114 9.5 15 1.0 7.0
Virgin Atlantic Airways Ltd 8.0 - - - 10.8
Qantas Airways Ltd 53 127 29 0.7 5.0
Air New Zealand Ltd 7.5 9.6 1.8 0.8 5.3
Air Mauritius Ltd 5.5 14 0.4 0.1 7.7

Source: Bloomberg, ApexAfrica Research
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The Final Word The impact on ordinary shareh:t
A New Beginningf’) pect a commensurate reaction
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Airways is one of the! PRIUGMeYHBRA ffoklt! Yvi sible brand
s credited with bringinlg® téhlel A rqrgdithHa re nSyha rypafigled &ry
to the world. The grou%fl efmp?lo§st ovadfani sapdpkBpféi §
ibutes indirectly to enfplidly neSntt Owi%invien Otrpdd Niad ¢i Sthidd ¢
g and transportation selOlodisndsthehrRiugds (3 ndeisS CPLUit £e
roup since privatizati onUfi & 18%6hhavehdeeholsdgms ¢l Gl
ational airline has plaSRyreholydgendanks T c?aly §%RE
h of the local economyWnihbgedef! 9RHEE 1a95Y§ nWisls! sRHY
fall from grace hasA bePeth’ tnlMtintiVnglt 5 hio?G" ©&S & plelk§iac ul
nous cocktail of poor mahGlgem@ht PrRbécde SAdAhilc a8l .
s, increased competitioh” WRAM MY sUP nfpn ti MU Stig?uSrM sy &Te sty
e airline posting recorfd ToMaCke nQf | bBEee I YRR g aiM¢€
a tailspin and eroding NoiSUMMALY i Whishe reha!lila&n9ewe d
is little doubt that i%fftereS g&MNo udt twWed Cel 10Vple reaMn liThVgS Ryl
te entity and without YRBRE@%ihm@n¢ o nabyigpegy {wivighy tamekngtp ghy

its current financi al conditions would have been un

Nonet hel es s, as the only 1l ocal airline and with a | ar

nt sharehol ding, it is more than | ikely that the go
wi || intervene and do all t hat is required to keep
6s planes in the air. While this is a key positive f
hol der s, it is unlikely that the interests of ordina
rs wil/l be prioritized during the drawing up of any s
ans. Sure enough, the main aim of the recently tabl ec
ptimization plan was to ensure that the airline conti
ion as a goingteomceashbyl owducing short

n from increased debt . Expectedly, s ome banks have
ely resisted this plan, citing that it remains oner ol
ess interests and have since taken their grievances
. Despite the opposition, in our vVview, the capital o[
pl an will in al/l l i k-eli hood go through; after some s
g by the government and additional assurances from t
ury to sweeten the deal for the banks.

tedl vy, the threat of i mpending dilution for ordina
hol ders takes the shine off the groupds historicall:
price of KES 4.65. Nonetheless, we view Project Saf
éomgpositive and a step in the right direction to en
the survival and subsequent revi val of the ailing na

arrier. I n our vVview, t he mar ket has yet to fully price
onsequences of the airlinebs capital optimization strate
mpact on ordinary shareholders is significant and per man
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Disclaimer

ApexAfrica and its parent company AXYS Group seek to do business with com-
panies covered in their research reports. Consequently, a conflict of interest may
arise that could affect the objectivity of this report. This document should only be

considered a single factor used by investors in making their investment deci-

sions. The reader should independently evaluate the investment risks and is
solely responsible for their investment decisions. The opinions and information

portrayed in this report may change without prior notice to investors.

This publication may not be distributed to the public media or quoted or used by
the public media without prior and express written consent of ApexAfrica or
AXYS Group.

This document does not constitute an offer, or the solicitation of an offer, for the
sale or purchase of any security. Whilst every care has been taken in preparing
this document, no representation, warranty or undertaking (express or implied) is
given and no responsibility or liability is accepted by Apex Africa or any of its
employees as to the accuracy of the information contained and opinions ex-
pressed in this report.

ApexAfrica Capital Ltd
A The Riverfront, # Floor, Prof. David Wasawo Drive, Off
Riverside Drive | P.O. Box 4367@)100| Nairobi | Kenya |
T: +25420-2226440 | Fax: +2520-2319092 | Cell: +25423
420204|
W : www.apexafrica.com
Part of AXYS Group
W www.axysgroup.com
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