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Speaker Profile – Ogaga Udjo
Mr. Udjo is the Managing Director of ZA Logics, an African advisory firm.
In his corporate airline career he previously worked for Comair Limited,
South African Airways and Qatar Airways (based in Doha). His roles
formed part of the commercial and/or strategy functions of all airlines. In
his last capacity in the corporate sector, he developed and headed the
Network Planning, Scheduling & Alliances Department of Comair Limited
- South Africa's only JSE-listed airline business. Prior to that, he was
involved in strategic planning and implementation of the core airline
business in the Domestic, Rest of Africa and Intercontinental markets for
South African Airways.
Academically, Mr. Udjo holds Bachelor of Commerce and Bachelor of
Commerce Honours degrees from the University of Pretoria (both
achieved Cum Laude), as well a Master of Business Leadership degree
from the University of South Africa’s Graduate School of Business
Leadership.
Mr. Udjo has had media appearances on several platforms including
Yahoo Finance, eNCA, China Global Television Network, Power FM and
was featured on the front cover of the February 2020 edition of Destiny
Careers Magazine.
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DISCUSSION TOPICS
1. African Aviation Market Structure and
Performance
2. Defining Our Recovery And Structuring
Ourselves
3. Concluding Remarks
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1. AFRICAN AVIATION MARKET STRUCTURE AND PERFORMANCE

Source: ZA Logic (PTY) Limited, trading as ”ZA Logics". Any reprint, use or republication of all or a part of this presentation without the prior written approval of ZA Logics is
strictly prohibited. Any such reproduction shall specifically credit ZA Logics as the source. The information in the presentation should not be construed as investment, tax,
accounting or legal advice.

SETTING THE INDUSTRY CONTEXT – PRE COVID-19
The global airline industry enjoyed 11 years of consecutive profits (end. 2019),
strongly driven by performance in North America.
1. 2019 saw global operating margins narrow,
although averaging 5-6%, with expected
incremental improvement in 2020.
2. From 2017, there had been a global slowdown in
air travel and cargo (RPK & FTK growth level).
3. Growth expectations were dependent on “trade
war truce” between China and USA, where 4%
global RPK was forecasted.
4. N. American airlines were expected to perform
best with a 6.0% net post tax profit margin in
2020. Middle East was expected to be the
weakest region with a 1.7% loss.
5. African Aviation expectation of ASK growth was
3.8%, RPK growth at 4.9%, with profitability at a
$200M loss (similar to 2019)
6. African Aviation already supports 56B USD p.a.
in economic activity and 6.2M jobs.
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THE AFRICAN AVIATION MARKET STRUCTURE – A Dynamic Environment
It is forecasted that the recession for Africa will be -lower in proportionate terms- compared to
other regions for 2020.
• Africa had a macro-economic context of steady growth over the last 3 years - 3.23% YOY
(2017-2019).
• Africa’s GDP is expected to be -4.4% for 2020, with recovery in 2022, at 3.6%. Larger
economies e.g. South Africa, are expected to have a deeper recession in the short-term.

Region
North America
Europe
Middle East
Latin America
Asia Pacific*

Source: Embraer Commercial Aviation (September, 2020). *Asia Pacific excludes China.

2020
-5.0%
-8.5%
-9.9%
-8.2%
-5.1%

Recovery by
2022
2023
2023
2023
2022
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THE AFRICAN AVIATION MARKET STRUCTURE – A Dynamic Environment
African aviation has a high dependence on intercontinental traffic, with intra-Africa traffic as
the lowest contribution
• Intra-African connectivity remains low, which is not just a matter of liberalisation (SAATM)
• The fragmented aviation investment strategies employed across the continent, disables
connectivity.

Source: Embraer Commercial Aviation (September, 2020).
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THE AFRICAN AVIATION MARKET STRUCTURE - A Dynamic Environment
In a continent where most airlines are state-owned, there has been mixed reaction and
response by States // Airlines in response to various market changes.
•

The aviation industry could lose $314BN in revenue with African airlines losing $6-8BBN of
passenger revenue compared to 2019. The usual contribution to African GDP of US$56BN
p.a., is expected to drop by $35BN (IATA).

•

There is a strong link between State ownership/influence and the aviation industry in Africa.
Regarding Covid-19 induced restrictions, most State//Airline responses were progressive, with
heavy restrictions imposed in March. The easing thereof started domestically around
June/July, with several boarders due to open for international travel in October 2020.

•

Government relief in the African aviation context has been fragmented, where the tourism
and aviation industry have been specifically addressed in some cases, broadly addressed in
other cases, and all together ignored in some instances. About 10 countries have provided
targeted relief.

•

Airline decision makers in Africa are having to deal issues of stabilization, emergence and
resurgence however, from relatively weak positions.
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THE AFRICAN AVIATION MARKET – Possible Recovery Profile
Most analyses forecast recovery to be negatively impacted by a lagged economic recession,
with traffic returning to 2019 levels in Q12024.
• Recovery will likely be bolstered where there is a strong domestic aviation system – even with its
structural flaws.
• There is an impact on the supply and demand side of the aviation system:
- Supply-side: Airport reduction of capital expenditure (e.g. by ACSA, by US$820M between
2021-2023); airlines in restructure; support services.
- Demand-side: Reduction of corporate/government travel budgets and household disposable
incomes; customer confidence.
Africa: Domestic & Intra-regional Traffic (RPKs)

Base-case
• At base-case level, the disease peaks during
4Q20.
• Domestic and intra-regional traffic expected
to recover 40% by ~4Q20, gradually
recovering in 2021 (increasing speed after
4Q21 due to vaccine).
• Recovery gets limited by economic impact by
with previous level fully achieved by ~1Q24.
Source: Embraer Commercial Aviation (September, 2020).
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THE AFRICAN AVIATION MARKET - Administration & Restructuring
"We must highlight that looking at the facts, Covid-19 was not the cause of these restructurings
but rather an aggravating factor.” – ZA Logics

• A few airlines in the Continent are going
through a legal restructuring process.
• This is dependent on restructuring and
insolvency laws, which differ per State.
• Most of which in South Africa – under Chapter
6 of the Companies Act of RSA.
• Air Mauritius - placed into Voluntarily
Administration (April 2020).
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THE AFRICAN AVIATION MARKET - Administration & Restructuring
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"We must highlight that looking at the facts, Covid-19 was not the cause of these restructurings
but rather an aggravating factor.” – ZA Logics

•

•

Source: ZA Logics Article – “Restructuring for take-off, Business Rescue
in South African Aviation” (September, 2020)

“Business Rescue” is a legal remedy that attempts to save
financially distressed entities by restructuring their
operations, which enables them to continue operations
while being restructured.
Not necessarily a “silver-bullet”. Previous processes,
show failure due to lack of either one, or several of the
following factors: (1) market-fitness, (2) business model
sustainability and or/ (3) comprehensive stakeholder
engagement.
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3. Defining Our Recovery And Structuring Ourselves

Source: ZA Logic (PTY) Limited, trading as ”ZA Logics". Any reprint, use or republication of all or a part of this presentation without the prior written approval of ZA Logics is
strictly prohibited. Any such reproduction shall specifically credit ZA Logics as the source. The information in the presentation should not be construed as investment, tax,
accounting or legal advice.

Defining Our Recovery And Structuring Ourselves
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“Anybody who believes that this is just a temporary crisis and can be resolved through temporary measures is
misguided.” - Willie Walsh, IAG Chief
CUSTOMER
EXPERIENCE

INTERNAL PROCESSES

Behavioural understanding of
customers // positioning and
education by airlines.

§

Strategic partnerships: “Etihad
Wellness”,
Saudia
+
Dettol
Partnership, “United CleanPlus”,
Qatar Airways + Honeywell - UV
Cabin Cleaning.
Covid-19 Insurance: Ethiopian
Airlines “Sheba Comfort”.

Cooperation within and across the
industry is critical.

Do not ignore historics – the baseline
still has value.
§

§

COOPERATION

§
§

However, layered with new
elements – Covid-19 spread, travel
restriction heat maps, customer
confidence indices, cargo demand.
Right-sizing across the board.
Strategic approach to flexibility and
risk-management, which involves
evolving KPIs across time horizons –
“What-If?”.

§
§

Active stakeholder management
Harmonization of safety protocols
through “CART”, including testing
standards and costs.

Strategic use of data assets, to drive insights, decision-making and ultimately empower customers.

Concluding Points
1. The African economy has seen steady growth in recent years, with contraction
expected over 2020-2021. Amongst other economic activities, significant investments
in development infrastructure, technology and services continue to be made.
2. From an African aviation perspective, most analyses forecast recovery for the region
to be negatively impact by a lagged economic recession; returning to 2019 levels in
Q12024. With this said, it must be noted that there is a strong link between State
ownership/influence and the aviation industry in Africa and some consolidation
amongst incumbents is expected.
3. In driving recovery and restructure, aviation decision makers must normalize a
strategic approach to flexibility and risk-management, through data-driven scenario
planning. Cooperation, within and across the industry are critical to move beyond
Covid-19, for a sustainable industry.
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Thank you - Questions?
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Contact Us
If you would like to contact us, kindly use the below details:

www.zalogics.com

info@zalogics.com

ZA Logics

+27 79 431 2616

@ZaLogics

ZA_Logics

