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1. The Operating Environment

“The operating environment and landscape has changdédndamentally; tomorrow’s
environment will be different, but no less rich inpossibilities for those who are prepared.”
—lan Davis, McKinsey’s Worldwide Managing Directtdarch 2009

“..We adapt to cope with change, in order to surviven the future. Survival may be
environmental or economic, and they are increasinglinterdependent. Survival is the bottom

line when it comes to sustainability.”

—Harry Duynhoven21 July, 2008- Speech to the Awiatmlustry Annual Conference

In 2007, the global aviation industry turned a firsince 2000, of approximately US$5.6bn.
This turnaround has been beset with new challertgesvn up by the global market

downturn but this has seemingly not severely adi@the Nigerian ground handling business
which posted a 114% increase in volume of actiwimd an 86% increase in value of

earnings.

We believe that a threshold has therefore beehedetv which, economic activities may not
fall without dire consequences for other sectord #re Nigerian economy at large. This
gives room for optimism for businesses in this stdyand unless something catastrophic

occurs, businesses in the sector;
THE 2009M ARKET REALITY

The aviation sub-sector which, like most stockgched 2006 year lows in 2008/09 has

begun the early phase of the changes needed iagstréactical operations and disclosures.

These changes can be gleaned from the followingehaealities firms in the sub-sector
must confront:
O The Airline support service industry, despite bemgelative small market, is still

highly competitive, regulated and with restrictygportunities.
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O Growth opportunities in the industry is highly uéinced by developments in the

airline industry which is facing reduced marginsd atosts not easily passed to
customers but to outsourced operations.

O Competition in the industry will get tougher as lipb players expand their horizon to
compete in local markets like ours as a size angesstrategy for their survival.

O The time has come to move beyond the cut-throainbss model to a more

demanding but sustainable model to create a gamaegei for the company.

MANAGING CHANGE - THE VALUE PARADIGM
The market is uniquely poised to embrace a playién & leadership mindset focused on
creating new value-linkages for customers at a tovest of service than hitherto obtains.

Events in the first half of the year provide anghs into how to determine such firms.

Such firms will have to make capital investment d&malding decisions in 2009 to position
for 2010 and beyond. This is expected to invariaibmhpact on the results and returns
permissible in the accounting year ended 2009. Stan®rs worth considering for the

investor in this sector include players’ respormsthée following:

1. The completion of the SAHCOL privatisation this yeaith a preferred bidder
identified in a matter of weeks.

2. The options taken by Swissport, already with anless making its entry into the
market through an acquisition or merger to redtgeapacity building curve.

3. Unregulated fringe operators who continue to grawd provide a ‘market’ for the
customers coping with increasing cost of doing mess and would welcome such
‘price under-cuts’.

4. Declining activity and margins for ‘core customedgading to cost reduction
measures which will be taken off firms providingsaurced services.

5. Entrance of new players with global alliances,&ag of new players and possible
mergers of existing competitors.

6. Human resources challenges driven on two frontsstayf poaching and labour
unrests.

7. Equipment replacement and funding issues.

8. Restricted market space within traditional defons.
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2. Fundamental Analysis

The Objective: To review the stock valuation by examining the pamy's financials and
operations, especially earnings, growth potenaiakets, debt, management, products, and
competition through financial ratios arrived atdiydying the balance sheet and profit & loss
account over a number of years. This analysis iseneffective in fulfilling long — term
growth objectives of shares, rather than theirtshdoerm price fluctuations.

In the Nigerian Stock Market, this has traditiopddeen the key focus of most players and it
remains a guiding beacon as to what could poskaypen to a stock.

THE 2007PuBLIC OFFER
The company had raised N2.0bn through a hybrid affe Offer for Subscription and Rights
Issue in 2007 to augment its shareholders fund 1at.30k & N16.50k respectively. This

offer was successful.

On its current outstanding shares in issue of 984lbn units, it recorded Q1 2009 EPS of
82kobo. Its share price closed the week at a widd10, a Year till Date depreciation of
10.31%, year high of N12.7 and low of N5.64.

NAHCo’s un-audited Q1 result for the period endet3March, 2009 showed that its
turnover increased by 31.63% to N1.44bn from N1.xbre PAT increased by 101.15% to
N419.61m from N208.6m in the comparable period. MNAcreased by 52.81% from
28.97% from 18.96%.

TURNOVER TREND

NAHCo has consistently improved on its turnoverrothee past five years. The company
recorded a 5-year compounded annual growth rateGAof 13.58% in turnover from
N2.34bn in 2004 to N4.43bn in 2008. After achievammual turnover growth rate of 30.16%
in 2005, the first ever in the past 5 years, thegany’s turnover growth rate nose-dived

significantly to 6.4% in 2006 financial year.

As compared to 12.81% growth rate in Turnover in 207, the company has annual
turnover growth rate is 21% in 2008,63.92% higher as compared to previous year.
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TREND

NAHCo grew its after-tax profit from N74.48m in 2000 N802.91m in 2008, thus
translating to a 5-year CAGR of 60.90%. Howeveg tdompany achieved after-tax profit

IN EARNINGS GROWTH :
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The analysis may suggest a slowed growth in easnmglue to non efficient utilization of

funds raised from the Public Offer in year 2007nedl as the growing competition in the
industry, mainly reinforced by the current stratetyirnaround of its main rival SAHCOL,

which is being transferred to private hands.

However, the company’s results for the period en@@d009 showed a higher profit growth
(quarter-on-quarter) of 101.15% as it posted amra#ix profit of N419.61m against
N208.6m reported over similar period in 2008.

NAHCo’s Gross profit margin which was constant sitast 2 years at 41 % increased by
11.1% to 45.90% in the year 2008 and the compamgtsprofit margin rose consistently
from 3.18% in 2004 to 18.12% in 2008. A significaeason for this improvement could be
seen in the cost management area where the comaghgved an 11.5% increase compared

to the corresponding increase of 21% in cost ofaipms.

The operating profit margin increased significarfithm 6.38% in 2004 to 25.27% in 2008.
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NAHCo’s Return on Equity (ROE) averaged 28% betw2@®4 and 2008The Return on
Equity has been reduced drastically by 45.15% from35% to 19% per cent as

Shareholders funds of the company increased byl 19&.
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Moreover, the company’s Return on Asset (ROA) whiatreased by 33.43% from 19.14%
in 2007 to 25.54% in 2008.
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ASSETMANAGEMENT AND EFFICIENCY
NAHCo has maintained a stable level of efficientyts asset utilization since last two years
at 0.74x which has been reduced from 0.8x in tlae 28606 and 2005.

The fixed assets turnover ratio has moved up frdixLin 2007 to 1.41x in 2008. But asset
use efficiency in terms of the current asset tueng@lunged from 1.98 x in 2007 to 1.56x in
2008, which suggest thahe company is less efficient in the deployment afs liquid

assets
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The growth in Operational Cost has been reduced 4%, which is reflected igost
efficiency as Operating Expenses to Sales (Opex-&ales) ratio plummeted from
58.69% in 2007 to 54.10% in 2008.
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LIQUIDITY AND SOLVENCY
In terms of liquidity, NAHCo has maintained a sfggant improvement as shown in the

upbeat recorded in its current ratio which moved flom 0.99x in 2007 to 2.24x in 2008.

Similarly, trend in the company’s acid-test ratio recent years portends stable liquidity
position. The company’s acid-test ratio later remains steadyt 0.96 times in 2006 and
2007 financial years while in the year 2008 it hasoved up to 2.19 which indicates that
company’s readily realizable short-term assets mower 219% of its total short-term
liabilities. All these suggest a good liquidity tsts for a service oriented company like
NAHCo.
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However, there has been observable deterioratidherguality of net cash generated from
operations. This is decipherable from the downwesdd of operating cash flow ratio (OCF)

which nosedived from 0.57x in 2007 to -0.18x in 0This suggestsweakening strength

in the company’s cash generating operations in cosiag its current liabilities.

0.40

0.30

0.20

0.10

0.00

-0.10

-0.20

Measures of solvency and debt management reveglpte@able improvement. Equity
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reduction in financial leverage of about 51.04% ashe company adjusted its capital
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The companylong-term debt has been reduced and its total deb#&sset ratio has
declinedfrom 65.52% in 2007 to 29.58% in 2008. In the sawia total-debt-to-equity ratio
declined from 190.02% to 42.01% in 2008.
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3. Technical Analysis

The Objective: To review the stock valuation by relying on thewsption that market data, such as
charts of price, volume, and open interest, cap peddict future sually short-termmarket trends.
Unlike fundamental analysis, the intrinsic valudh# stock is not part of the consideration here.

More and more investors are beginning to appre@att rely on technical analysis in reviewing
stocks on the Nigerian Stock Exchange becausesgbritven fact that market psychology influences
trading in a way that enables predicting when @kstwill rise or fall. For that reason, technical
analysis are market timed based and predicatethebdlief that technical analysis can be applied
just as easily to the market as a whole as todimidtual stock.

INDEX IS OUTPERFORMING NAHCO

If we compare the performance of NAHCO and Indexrirthe year 2008, Index was
outperforming the stock.

During the year Index lost 52.05% whereas the spaces of NAHCo dropped by 59.85%
close the year at N 11.59 with a year’s high andddN32 and N8.89.
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COMPARISON OF INDEX WITH NAHC O IN THE YEAR 2009

During the first quarter of the year, the stock wrasling below the All-Share Index (ASI)
but since mid May 2009, the stock gathered streagthoutperformed the index for a period
of 20 days.

After a sudden fall in the stock price in the finstek of June of 24.4% from N12.7 to N9.6,
the stock has picked up momentum and gained 21i25%cdays and achieved a closing
price of N11.07 on June 18, 20009.
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Currently, the stock is trading at N10; trading abds 20, 50 and 100 days moving average
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4. The Analyst Outlook

The objective here:This is not an opinion on the stock but an ovewad our observations about the
company to enable investors make sense of the efathe business and the issues worthy of
consideration in making an investment decisionhanstock.

FUTURE OUTLOOK

NAHCo declared a Profit after Tax of N802.91m, @@2Bmoved from its projected PAT of
N805m (as contained in their August 2007 offer daoent) for the year ending December,
2008.

Last year, Q1 PAT constitutes 25.97% of the adallealared result, an improvement over the

average of 20.6% achieved in the last two years.

On the basis of this, we project PAT of N1.125bnifs next year end. This translates to
114k EPS which at a multiple of 12x gives its skagee fair value of N13.71, an
undervaluation of 37.14% at its current price.

STRATEGIC OVERVIEW

@ NAHCo's deep and fundamental restructuring prograntaunched in April 2007, had
four main pillars: simplify and right-size the bosss as well as re-skill and icentivise
management and staff;

O The first year was largely focussed on tacklingenited unresolved internal issues,
disruptions and culture & capacity challenges agsirom privatisation and business
repositioning imperatives in the plan;

@ The company was able to deliver a good result i0720N0.59bn, 16% of Turnover).
The results were achieved based on a focus orrexdsttion and a growth of revenue (-
3.6% from target)/share of market;

O The relentless rise of the oil price affected easiin the industry in a year where the
focus for NAHCo shifted to improving customer seevi& operational efficiency to
cope with cost cutting/price cutting in the market;

@ NAHCo in 2008 achieved some landmark developmemt®gerations that saw the
company deliver a 21% increase in Turnover and 36étease in PAT over 2007

results;
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© The year 2008 held out its own unique challenges disruptions that threatened its

going concern. These included sustained industdisharmony, problems with
government, cargo clearing agents, negative psa®tage, and unattained milestones;

© The 2009 operational reality reflects an improvemanthe internal conditions under
which NAHCo functions. The disruptions of 2008 ralesl the need for a deepening of
the capacity of the company to play successfulthateadership level it desires;

O Externally, the company has been able to identify tariables it needs to manage in
order to compete actively;

O We expect the current board to sustain its focukénareas of competitive advantage it
has or seeks to play in to continue delivering hess results showing a deliver a

sustainable business.

CONCLUSION

Based on the information above and subject to #exigion of the strategic imperatives
pursued by the Board of Directors, we considerstioek a mid - long term interest, from a
value perspective. It is growing company, albeiairestricted “red ocean” market, with a lot

of prospects for market leadership in those mankétsre it has value advantages.

We believe that the long term prospect of this lstiscnot impaired in any way by the

developments in the market at this time.

The announcements for Q2 2009 should give us &rbstinse of the firm’s business and

financial performance.
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ADVICE TO USERS OF THIS REPORT

You are given the limited right to print this report and to

distribute itby any means. You can printoutpages and use
them in your private discussion groups as long as you
acknowledge PROSHARE and you do not alter the report
in any way. Mostimportantly, you should notcharge for it.

Stock trading is inherently risky and you agree to assume
complete and full responsibility for the outcomes of all
trading decisions that you make, including but not limited
to loss of capital. None of the stock tading calls made by
Proshare, its analyst board, employees, contributing
partners and companies associated with it should be
construed as an offer to buy or sell securities, nor advice to
do so. Proshare is not responsible for any errors,
omissions or representations on any of the pages in this
report. Proshare does not endorse in anyway any
advertisers or firm(s) used as case studies in the report.
Please verify the veracity of all information on your own
before undertaking any alliance.

Our opinions and analyses are based on sources believed
to be reliable and are written in good faith, but no
representation or warranty, expressed or implied, is made
as to their accuracy or completeness. The information in
thisreportisupdated from time to time. Proshare however
excludes any warranties (whether expressed or implied),
as to the quality, accuracy, efficacy, completeness,
performance, fitness or any of the contents of the report,
including (but not limited) to any comments, feedback,
interviews, articles reproduced and advertisements
contained inthe report.

All information contained in our report or on our website
should be independently verified with the companies
mentioned.

The editor and publisher are not responsible for errors or
omissions. You should consult a qualified broker or other
financial advisor prior to making any actual investment or
trading decisions. You agree to not make actual stock

trades based on comments in the report, nor on any

techniques presented nodiscussed in this report or any

other form of information presentation. All information is

for educational and informational use only. You agree to
consultwith aregistered investmentadvisor, which we are

not, prior to making any trading decision of any kind.
Hypothetical or simulated performance results have
certain inherent limitations. Unlike an actual performance
record, simulated results do not represent actual trading.

Since the trades have not been executed, the results may
have underor over compensated for the impact. No

representation is being made that any account will or is
likely to achieve profits or losses similar to those shown in
the report.

Proshare receives no compensation of any kind from any
companies that may be mentioned in our reports or on our
web site. Any opinions expressed are subject to change
without notice. Owners, employees and writers may hold
positions in the securities that are discussed in our report
or on our web site. Any reference to a trade metioned in
the report or website, e-mail, publication or material is
hypothetical and is not an actual trade. Hypothetical
performances and results do notrepresentactual costofa
trade.

We encourage all investors to use the information in the
report as a resource only to further their own research on
all featured companies, stocks, sectors, markets and
information presented in the reportand on our site.

Nothing published in this report and on our site should be
considered as investment advice. Any prediction made or
the direction of the stock market or on the direction of
individual stocks may prove to be incorrect
Readers/Users/visitors are expected to refer to other
investment resources to verify the accuracy of the data
published in the report on their own. Neither Proshare nol
its principals, agents, associates, employees or licensed
stockbrokers, are licensed to provide investment advice
through this publication.

No materials in the report, either on behalf of Proshare, o1
any participantin The Analyst Network should be taken as
investment advice directly, indirectly, implicitly, or in any
manner whatsoever, including but not limited to trading of
stocks on a short term or long term basis, or trading of any
financial instruments whatsoever. Past Performance Is
Not Indicative of Future Returns. All analyst commentary
provided in thisreportis provided for information purposes
only. This information is NOT a recommendation or
solicitation to buy or sell any securities. Your use of this
and all information contained in this reportis governed by
this Terms and Conditions of Use. This material is based
upon information that we consider reliable, but we do not
represent that itis accurate or complete, and that it shoulc
be relied upon, as such.

You should notrely solely on the Information in making any
investment. Rather, you should use the Information only
as a starting point for doing additional independent
research in order to allow you to form your own opinion
regarding investments. By using this report including any
software and content contained therein, you agree that
use of the Service is entirely at your own risk. Any
information, opinions, advice or offers posted

by any person or entity logged in to the Proshare website
or any of its associated sites is to be construed as public
conversation only. Proshare makes no warranties and
gives no assurances egarding the truth, timeliness,
reliability, orgood faith of any material posted at Proshare.

Proshare Nigeria is the country's premier investor
relations/education and analyst services platform
providing a critical role in ensuring that market confidence
& safetyis enshrined in the conductof/and marketreliance
on the information and activities of firms quoted on the
Nigerian Stock Exchange; as a wealth creator for the
investing public. In delivering this service, the firm works
with and through organisations with distinct service
competencies in stock investment analysis, investor tools
and solutions and capital market practices; all designed to
provide investors with a credible resource for intelligen
decision making.

The firm takes extra steps to ensure that information
provided by it are accurate, fact checked and validated fol
compliance with internationally acceptable standards anc
practices. While thisreportis checked for accuracy, we are
not liable for any incorrect information included. We
recommend that you make enquiries based on your owr
circumstances and, if necessary, seek professional advice
before entering into transactions. We are always happy tc
receive your comments on how we can improve oul
services and make it more meaningful to the investing
public. Should you be interested in contacting us fol
further discussions on how such reports can be made
more meaningful to you or your organisation/investment
club; kindly contactanalyst@proshareng.com
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