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Ready, Aimia, Fire

After selling its main asset, Canadian holding company Aimia will have some big decisions to make about its future
course. While he bas a clear preference on the path to take, Chris Mittleman expects sharebholders to win regardless.

Equity ideas you believe should work
out in good times or bad are relatively rare.
Most investment theses require at least sta-
ble or returning-to-normal economic and
industry environments, making those less
reliant on that particularly attractive.

Chris Mittleman of Mittleman Broth-
ers LLC believes he has an all-weather
idea today in Aimia, a Montreal-based
holding company whose main asset is the
Aeroplan frequent-flyer loyalty program
operated in concert with Air Canada. The
company was spun off from the airline in
2005 and has since added part-ownership
stakes in similar programs anchored by
Aeromexico and Air Asia, and in two U.S.
marketing firms, Cardlytics [CDLX] and
Fractal Analytics.

In August Aimia agreed to sell the Aero-
plan program for C$450 million to an Air
Canada-led consortium. As a result, if the
deal closes as expected by year-end, Aim-
ia will be far more a collection of assets
than an operating company. Therein lies
the opportunity, says Mittleman, who be-
lieves the company’s current market value
significantly understates the value of its
remaining assets.

What are those assets worth? When the
sale closes the company will have roughly
C$700 million in net cash, after subtract-
ing debt. Mittleman values Aimia’s 49%
stake in the Aeromexico-affiliated PLM
Premier business at roughly C$635 mil-
lion, or 10x EV/EBITDA on estimated
2019 numbers. The current market value
of the company’s 14% Cardlytics stake
adds another C$74 million. Think BIG
Digital, the partnership with Air Asia, is
worth another C$65 million to Aimia, he
says, while the stake in Fractal Analysis is
worth around C$23 million. All in, after

further subtracting preferred equity and
accrued dividends on the balance sheet, he
believes Aimia’s net asset value at the deal
close will be roughly C$1.15 billion, or
C$7.50 per share. That’s nearly twice the
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company’s current share price of C$3.90.

What gets Mittleman particularly
excited, however, is the potential to re-
fashion Aimia as a value-compounding
holding company modeled after those
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Aimia
(Toronto: AlM)

Business: Holding company that after the
sale of its primary asset closes by year-end

will have the majority of its asset value in cash.

Share Information
(@10/30/18, Exchange Rate: $1 = C$1.31):

Price £$3.89
52-Week Range C$1.49 - C$4.60
Dividend Yield 0.0%
Market Cap C$592.5 million
Financials (TTM):
Revenue C$1.64 billion
Operating Profit Margin 0.4%
Net Profit Margin (-13.5%)
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THE BOTTOM LINE

Valuation Metrics

(@10/30/18):

AIM S&P 500
P/E (TTM) n/a 211
Forward P/E (Est.) n/a 16.4

Largest Institutional Owners
(@6/30/18 or latest filing):

Company % Owned
Mittleman Brothers 17.1%
Burgundy Asset Mgmt 14%
Dimensional Fund Adv 1.2%

Short Interest (as of 10/15/18):
Shares Short/ Float n/a
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If the company's board decides to liquidate its assets, Chris Mittleman believes the pro-
ceeds should be worth roughly double the current share price. His preferred path, though,
would be for it to reinvest in existing and new businesses to compound long-term value.

Sources: Company reports, other publicly available information
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in which he’s invested successfully in the
past, including Leucadia (now Jefferies),
American Real Estate Partners (now Icahn
Enterprises) and Brascan (now Brookfield
Asset Management). This strategy would
have the further benefit of monetizing
large tax assets, which post-sale will con-

sist of C$650 million in tax-loss carryfor-
wards that can be netted against future
investment gains in Canada and $150 mil-
lion in net operating losses that can shelter
future U.S. taxable operating income.
Aimia's board — on which Mittleman
Brothers has two representatives — has yet

Uncovering Value: Aimia

to commit to a future course, but Mittle-
man is optimistic. “If they liquidate, there
should be excellent upside from the cur-
rent price,” he says. “If they let us help to
reinvest, we think the long-term upside is
even better. That’s not a bad choice.” M

Disclaimer:

Mittleman Brothers LLC is the parent company of Mittleman Investment Management, LLC (“MIM”), an SEC-registered investment Advisor. MIM’s

value-oriented strategy is to invest in a concentrated portfolio (usually holding between 10 to 20 securities) primarily of common stocks, unrestricted
as to market capitalization, of both domestic and international companies. The specific security identified and described herein does not represent all
of the securities purchased or sold for MIM client accounts and the reader should not assume an investment in the security identified and discussed

was or will be profitable; any such investment may result in a loss. The information in this document represents the opinion of MIM as of October
2018 and is subject to change without notice. For more information on Mittleman Investment Management, LLC and its services, please contact

Evan Newman at 212-217-2340.

The information provided herein is for informational purposes only and should not be deemed as a recommendation to buy or sell securities. This
document may not be redistributed without the express written consent of MIM and does not constitute an offer to sell or the solicitation of an offer to
purchase any security or investment product. All investments involve risk including the loss of principal. The analyses and conclusions of MIM
contained in this document include certain statements, assumptions, estimates and projections that reflect various assumptions by MIM concerning
anticipated results that are inherently subject to significant economic, competitive, and other uncertainties and contingencies and have been included
solely for illustrative purposes. No representations, expressed or implied, are made as to the accuracy or completeness of such statements,
assumptions, estimates or projections or with respect to any other materials herein. Past performance neither guarantees nor indicates future results.

www.valueinvestorinsight.com

Value Investor Insight 2


http://www.valueinvestorinsight.com



