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We reiterate Aegean Airlines SA fair estimated price to
€11,00 per share

FY18a Performance at a Glance:

e Total revenues stood at €1,187mn, increased by
5,3% compared to 2017.

e EBIT of €92,6mn, against €100,4mn in 2017.

e Net Income of €67,9mn from €60,4mn a year ago.

e Total traffic reached 14mn passengers, 6% higher
than 2017.

e The Board of Directors decided to propose at the
forthcoming AGM the distribution of €0,60 per
share as dividend for fiscal year 2018.

Investment Thesis

Following the announcement of a good set of FY2018a
results, we reiterate Aegean Airlines fair estimated price to
€11,00 per share, while we rate the share as UV
(Undervalued). Despite the unfavorable market conditions
in 2018, Aegean managed to improve its bottom line
profitability as well as its operating performance. This was
due its effective yield management and cost control. The
company is currently in the process of renewing its fleet
with the addition of new A320neo aircrafts. In our view, the
recent order to Airbus for 30 brand new A320neo aircrafts
is a game — changing catalyst not only due to long term
benefits (higher capacity per a/c, lower maintenance cost,
fuel consumption etc.), but also because it will enable the
company to expand its network to new destinations. The
new aircrafts have higher flight radius and can operate
from Greece to countries such as India, Nigeria, Pakistan,
Russia and Kazakhstan. We note that apart from the
purchase of 30 a/c from Airbus, Aegean will lease an
additional 20 a/c with the form of direct leases. Hence
within 5 years (2020-2024) the A320neo fleet of Aegean
will consists of 50 a/c.
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Financial Results / Operating Performance Review FY2018

During 2018, total passenger traffic increased by 10% in all Greek airports. The domestic market grew by
5%, while international traffic increased by 12% supported by strong incoming tourism flow. The total seat
capacity in the international routes was approximately 16% higher compared with 2017, as many new and
existing airlines added capacity to the Greek market. Despite the competitive pressures, on the revenue side
Aegean’s passenger yield was stable y-o-y due to effective revenue management, network maturity and
synergy flows among its bases. On the cost side, the firm reduced its distribution expenses and stabilized
employee cost per unit. Athens Airport which is the main hub of Aegean, continues to record positive traffic
results as the city gradually gains in preference as a tourism destination. In addition, hub flows to the islands
have also increased, it is notable that Aegean’s connecting passengers at Athens Airports exceeded 3,5mn
on annual basis.

Market Outlook 2019

In 2019 the market outlook seems more favorable for Aegean. According to the management, the total
growth in seats for 2019 in the Greek international market is flat/slightly negative compared with last year.
The total seat capacity in the domestic market is expected to decrease, as Ryanair decided to cease its
flights operations in the most domestic routes and to shift its focus to international flights to and from
Greece, maintaining just one domestic service the Athens-Santorini link. Aegean for the third consecutive
year, in 2019e will grow at single digit growth rates (in terms of ASK), as the management of the company
has set as its main priority to improve indicators; such as load factor per sector, utilization rate of a/c as
well as maintaining its healthy profitability margins. The company plans to increase its total seat availability
by 4-5%, mainly spreading it across the start and the end of the tourism season (second and fourth quarter).

The firm will operate through the year with a fleet of 61 aircrafts and will add the following new
destinations from the Athens Airport: Ibiza, Casablanca, Marrakech, Sarajevo, Tunis and Valencia.

On March 2019, Aegean issued Senior Notes with face value of €200mn. The capital raised will be used by
the company as follows:

o 75% of the issue will be used for the financing of the scheduled aircraft pre-delivery payments

e 14% of the issue will be used to finance part of the investment in new training facilities and offices
at Athens International Airport.

e 11% of the issue will be used to finance working capital needs of the firm.
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Valuation

Our DCF approach returns a target price of €11,00 per share, which is 35% higher than current prices. Aegean’s
recent decision to increase its seat availability by 5% indicates its confidence for the future and provides that
passenger traffic growth should continue to be healthy in 2019. In our view, short-medium future potential
catalysts for the stock are the following:

e The continuous development of Athens as a city break destination will reduce the passenger traffic
seasonality at Athens airport, increasing the utilization rate for the fleet of Aegean which will lead to a
lower operational cost.

e Lower airport charges at Athens airport, after the extension of the concession by 20 years until 2046. A
substantial reduction of airport charges is expected in the near future.

e VAT in domestic flights is currently 24%, but a possible reduction is expected within the next months.

Aegean Airlines is exposed to industry and company-specific factors such as oil / FX prices volatility, political and
economic conditions in the local economy, tourist traffic, airport charges and high competition from LCCs. These
risks could cause the share price to deviate significantly from our target price.

Summary Financials

(€mn) FY2017a FY2018a FY2019f FY2020f FY2021f
Profit & Loss Items

Total Net Revenues 1.128 1.187 1.290 1.400 1.466
EBIT 100 93 122 128 133
Net Income 60 68 73 88 94
Balance Sheet Items

Total Assets 681 725 995 1.079 1.173
Cash at Hand 301 272 420 384 368
Total Equity 248 278 308 353 404
Cash Flow Items

Operating Cash Flow 102 68 125 129 131
Free Cash Flow 79 19 11 16 32
Key Financial Ratios

Revenue Growth 11% 5% 9% 8% 5%
EBIT margin % 9% 8% 9% 9% 9%
EPS 0,84 0,95 1,02 1,23 1,30
DPS 0,40 0,55 0,60 0,60 0,60
Dividend Yield 4,8% 7,6% 7,4% 7,4% 7,4%
ROE 24,4% 24,4% 23,8% 25,0% 23,2%
P/E (x) 9,8 7,6 8,0 6,6 6,2
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Pripa Mepiopiapiod Evbivng:

Amayopederan 1 avadnyiooieuan Tou Tapdviog wpic v Gdeia g N. XPYZOXOIAHZ XPHMATISTHPIAKHE A.EME.Y. Or amoye mou mepiéyovian BaaiCoviar og Tyég mou Bewpodviar afiémoreg, wotéao n N.
XPYZOXOIAHE XPHMATIZTHPIAKH AENEY. Sev euBiverar yia v eykupdmra, opB6mra fi aomotia Toug kai Siampei o Sikaiwpa ahaydg Toug Ywpic mpdrepn eidomoinn. Téoo n N. XPYZOXOIAHE
XPHMATIZTHPIAKH A.E.N.E.Y. do0 kot o1 diguBivovreg kar utraMnAol g Bev gépouv oudepia euBivn yia omoiadrmote ouvéTeia Twv TAnpogopia autwv. To mapdv Sev amoteAei mpoopopd, mpotpomd i emevutiki
Tipdtaon yio ayopd fj mwAnen peroxwv A dMwv kv a§iwv. O1 emevBloeig mou ava@épovral evBEEeTal va pnv eivan ol eviedelyéves yia opiopévoug emevauTég,
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Inperdeeig/Notes 0dny6g Luordcsov/Ratings
p: Tpéyovoa Ty Market Price
MCAP: Kegaatonotnon Capitalization UV Xoymhi Anotipmon/ Xopnhog Kivduvog — Underpriced/ Small Risk
EPS: Kabapa Képdn Avi Metoy Eamnings per Share Stock Price < 20% of Fair
UV1  Xaymhi Anotiymeny/ Kivduvog Underpriced/ Risk
Stock Price < 10% of Fair
PIE: Adyog T mpog Képdn Price/Earnings Ratio FV  Zooth Anotipnon/ Xounhog Kivduvog  Fairly Priced/ Small Risk
10%<Stock Price<10%
PIS: Adyog Tuig mpog Mokieetg Price/Sales Ratio OVl Zooti Anotiymory Kivduvog Fairly Priced/ Risk
Stock Price >10% of Fair
DIA: Tovohikog Aavetopog mpog ufnd  Total Debt/Assets OV Yrepupmuévn Metoyi Overvalued
Ratio Stock Price >20% of Fair
DY: Anbdoon Mepiopatog Dividend Yield N/R  Mn Anotunuévny Metoy Not Rated
ROE: An6doon Idiov Kegohaiov Return on Equity
FV: Ty Twotig Amotipmong Fair Value Price



