BRIEF ENCOUNTER

Easy does it

Clever leverage structuring - to meet regulatory
demands and satisfy the wishes of the founder -
pushed US private equity firm Apollo to the front
of the queue to acquire easyJet

Easy pickings

On 6 August, LSE-listed budget airline easyJet agreed to a £5.7bn takeover
by Apollo. The private equity arm of the NYSE-listed asset manager beat off
competition from private equity firm Castlelake, who made initial moves for
the airline at the end of May.

Apollo said it could see “significant long-term growth potential” in the
business and Sir Stelios Haji-loannou, who founded the business 30 years
ago, rather conveniently for the whole process said he could also see
opportunities for growth. So why sell now?

European ownership rules require that Apollo hold no more than 49.9% of
the shares. Sir Stelios’s family, who still own 15% of the shares, have
approved the sale and plan to roll their existing stake into the new company;
allied with other shareholders who elected to do likewise. Rollover investors
are expected to own between 45.1% and 49.9% of the acquisition vehicle.
And up to 5% will be held in an EU management trust.

The deal will be substantially leveraged, with the new-look easyJet
expected to carry around £3bn of debt - a significant change for a business
that had net cash of £434m at the end of March. That debt will be largely
used to fund the rollover.

This structure, a feat of corporate finance work, explains a lot of the
attraction to the founder and his family. The deal is expected to complete in
the first quarter of 2027, subject to regulatory approvals.

Sea change

Sir Stelios was born in 1967 in
Athens into a wealthy shipping
family. When he turned 25, his
father is said to have gifted him
£30m to set up his own shipping
company, Stelmar Shipping. He
floated that company on the New
York Stock Exchange in 2001. In
2005, Stelmar Shipping was sold
to the Overseas Shipholding
Group for a reported $1.3bn.

In 1995 he founded easyJet. Its
first flights were between Luton
and Scotland. The airline floated
on the London Stock Exchange
in 2000 and is now one of
Europe’s largest airlines, with 356
aircraft carrying 93.4 million
passengers annually.

He was knighted in 2006.

Not so easy going?

Since easyJet was founded in
1995, Sir Stelios, through his
easyGroup holding company, has
set up a series of easy brand
businesses - easyCar, easyHotel,
easyGym and many easy others.
The company became
infamously litigious in defending
its brand, and the use of the word
‘easy’, with mixed results.
Proceedings launched against
online art retailer Easyart in
2002 and EasyPizza in 2006

An upgrade? More details revealed plans to \____/ were abandoned, but it

improve its technology, which

Apollo’s intentions for easyJet, laid dates back to its time as a start-up,

out in its bid, promised no job losses,  and to introduce a structured

with plans to boost profitability by loyalty programme.

taking advantage of “commercially This vision is said to actually be

focussed opportunities”. what persuaded Sir Stelios to choose
These include more “premium Apollo over Castlelake. Apollo did

business-focussed product features” offer more, however, and it's not clear

and looking to “tap into new how Castlelake would have structured

customers in growing markets”. the deal.
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successfully forced
businesses such as EasyCurry
and EasyMobile into
changing their names.

In May, the UK Intellectual
Property Office revoked
EasyGroup's UK trademark
registration of the word ‘easy’
- presumably because it's a
common English adjective.
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