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Jet Airways (Jet) board’s nod on April 24 to preferential allotment of 24% 

stake for INR20.6bn to Etihad, majority stake in Jet Privilege for USD150mn 

and Etihad’s earlier purchase of Jet’s Heathrow slots for USD70mn imply a 

total infusion of USD600mn by Etihad. Also, the government has hiked 

bilateral capacity between India and Abu Dhabi from 13,300 seats/week to 

49,970, paving the way for Jet to provide connectivity to a larger number 

of destinations via Abu Dhabi. While traffic rise, lower fleet acquisition and 

maintenance costs could be the pact’s potential long-term benefits, we 

await greater clarity on the same. However, debt reduction and lower 

interest expense are obvious near-term benefits. Hence, we upgrade to 

‘BUY’ with TP of INR688, not incorporating any synergy benefits. 

 

Etihad’s 24% stake values Jet equity at INR85.7bn 

Etihad will invest INR20.6bn in Jet at INR754.7/share for a 24% stake, implying the 

latter’s equity valuation at INR85.7bn. Ergo, promoter stake in Jet will fall from 

80.0% to 60.8%. There will be no need for an open offer by Etihad.  

 

Debt reduction immediate benefit; synergies possible 

Jet’s consolidated net debt/equity was 97x at end FY12 as it reported a loss of 

INR14.2bn during the year. We believe, the current equity infusion will lead to its 

debt/equity falling to 4.3x. Also, we anticipate lower interest expense to boost the 

company’s EPS by ~INR13/share. Besides, Jet currently operates from 23 Indian 

cities, which may now be connected to 140 destinations across Jet and Etihad 

networks, especially as bilateral capacity has been hiked. Other possible synergies 

include: (a) fleet acquisition; (b) maintenance of common aircraft; (c) joint training 

of pilots and crew; and (d) consolidation of loyalty programmes. 

 

Outlook & valuations: Operational progress key; upgrade to ‘BUY’ 

Jet has already initiated several operational measures like exiting loss-making routes, 

sale and lease-back of aircraft, reduction in expat pilots, renegotiation of contracts at 

lower rates etc. While potential long-term synergies between the two airlines are 

attractive, we await greater clarity on Jet’s route/capacity addition post the deal. But 

what enthuses us the most is the immediate reduction in interest cost by ~INR2.3bn. 

Hence, we upgrade our recommendation to ‘BUY’ from ‘HOLD’ with TP of INR688 

valuing Jet at 7.5x EV/EBITDAR. 
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 MARKET DATA (R:  JET.BO, B:  JETIN IN) 

 CMP :   INR 573 

 Target Price :   INR 688 

 52-week range (INR) :   688 / 275 

 Share in issue (mn) :   86.3 

 M cap (INR bn/USD mn) :   49 / 910 

 Avg. Daily Vol. BSE/NSE (‘000) :   2,847.5 

 

 

 SHARE HOLDING PATTERN (%) 

 Current Q2FY13 Q1FY13 

Promoters * 
 

80.0 80.0 80.0 

MF's, FI's &  BKs 7.3 6.3 7.2 

FII's 4.3 4.8 7.1 

Others 8.5 8.9 5.7 

* Promoters pledged shares 

    (% of share in issue) 

: NIL 

 

 

  PRICE PERFORMANCE (%) 

 

BSE Midcap 

Index 
Stock 

Stock over 

Index 

1 month 3.4  5.5  2.1  

3 months (10.6) (4.3) 6.2  

12 months (0.4) 66.4  66.8  
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Financials (Consolidated) (INR mn)

Year to March FY12 FY13E FY14E FY15E

Net revenue 167,032 190,709 208,562 225,602

EBITDAR 11,785 33,213 36,119 36,777

Net profit (14,201)       25 3,463 3,986

Diluted EPS (INR) (185)             0.3 30.5 35.1

Diluted P/E (x) (3.1)              1,972.0 18.8 16.3

EV/EBITDAR (x) 15.0 5.2 4.2 3.8

ROAE (%) (184.5)          1.9 25.9 14.6
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Table 1: Jet Airways-Etihad deal valuation 

 
 
Table 2: Jet’s leverage to reduce due to equity infusion 

 
 
Table 3: Estimated interest reduction of INR2.3bn 

 
Source: Edelweiss research 

 
 
  

Current shares outstanding (mn) 86.33

Preferential allotment to Etihad (mn) 27.26

New shares outstanding (mn) 113.60

Etihad holding post issue (%) 24.0%

CMP (INR/share) 573.85

Preferential issue price (INR/share) 754.74

Premium to CMP (%) 31.5%

Value of investment by Etihad (INR mn) 20,577

Valuation of Jet equity post deal (INR mn) 85,736

Current market cap (INR mn) 49,543

Promoter holding pre-deal (mn shares) 69.07

Promoter stake pre-deal (%) 80.0%

Promoter stake post-deal (%) 60.8%

Consol net debt FY12 end (INR bn) 127.07

Consol networth FY12 end (INR bn) 1.31

Consol net debt/equity pre-deal (x) 97.08

Cash from sale (INR bn) 32.57

Consol net debt after deal (INR bn) 94.50

Consol networth after deal (INR bn) 21.89

Consol net debt/equity post-deal (x) 4.32

Cash from sale (INR bn) 32.57

Interest expenses (%) 7.0%

PBT impact (INR bn) 2.28

PAT impact (INR bn) 1.50

EPS increase (INR/share) 13.25
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Company Description 

Jet Airways is India’s largest private sector airline with ~25% share in the domestic market. 

The company began its commercial airline operations in May 1993 and international 

operations in March 2004. It acquired Sahara Airlines (now rebranded as Jet Lite India) in 

April 2007. Across its domestic and international operations, the company operates over 

100 aircrafts. 

 

 

Investment Theme 

In our view, the key to Jet’s performance depends on (1) industry discipline, (2) improved 

economy, (3) crude prices and (4) INR movement. Jet’s international business is the key 

driver of profitability and increase in bilateral capacity between India and Abu Dhabi will 

allow Jet to service a much larger number of locations using the Gulf gateway. Further, with 

fuel costs being a significant portion of expenses, a fall in crude led by high supplies from 

North America will be a positive. A reduction in debt through equity infusion will boost 

profitability significantly and allow Jet to expand capacity ahead of competition. 

 

 

Key Risks 

High crude oil prices, weak INR, lack of industry discipline are key negative risks. 
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Financial Statements (Consolidated) 
 

     

 

 

 

Income statement    (INR mn) 

Year to March FY12 FY13E FY14E FY15E 

Net revenue 167,032 190,709 208,562 225,602 

Aircraft fuel expenses 77,763 80,373 88,116 97,047 

Employees Remuneration and 17,746 16,919 17,749 18,619 

Selling and Distribution Expenses 14,962 14,437 16,205 17,523 

Operating expenses 44,776 45,768 50,373 55,636 

Total operating expenses 155,247 157,497 172,443 188,825 

EBITDAR 11,785 33,213 36,119 36,777 

Aircraft Lease Rentals 12,050 14,881 15,898 15,664 

Depreciation and amortisation 9,446 9,194 9,223 9,252 

EBIT (9,711) 9,138 10,998 11,862 

Other income 3,638 2,944 3,524 2,279 

Interest expenses 10,058 11,735 9,074 8,070 

Profit before tax (16,131) 347 5,448 6,071 

Provision for tax (198) 322 1,985 2,085 

Net profit (15,933) 25 3,463 3,986 

Extraordinary income/ (loss) 1,732 - - - 

Profit After Tax (14,201) 25 3,463 3,986 

Shares outstanding (mn) 86 86 114 114 

Diluted EPS (INR) (184.6) 0.3 30.5 35.1 

CEPS (INR) (79.0) 106.8 111.7 116.5 

     
 

Common size metrics     

Year to March FY12 FY13E FY14E FY15E 

Aircraft fuel expenses 47 42 42 43 

Non-fuel expenses 46.4 40.4 40.4 40.7 

EBITDAR margins 7.1 17.4 17.3 16.3 

EBIT margins (5.8) 4.8 5.3 5.3 

Net profit margins (9.5) - 1.7 1.8 

     
 

Growth ratios (%)     

Year to March FY12 FY13E FY14E FY15E 

Revenues 15.3 14.2 9.4 8.2 

EBITDAR Growth (58) 182 9 2 

Net profit - - 13,702.9 15.1 

EPS - - 10,390.1 15.1 

     
 

 

Key Assumptions     

Year to March FY12 FY13E FY14E FY15E 

Macro      

 GDP(Y-o-Y %) 6.5 5.0 6.5 7.0 

 Inflation (Avg) 8.8 7.8 6.0 6.0 

 Repo rate (exit rate) 8.5 7.5 6.8 6.0 

 USD/INR (Avg) 47.9 54.5 55.0 53.0 

Company      

 Domestic     

 ASKMs (mn) 13,294 12,961 13,609 14,290 

 RPKMs (mn) 9,950 9,345 10,093 10,900 

 PLF (%) 75 72 74 76 

 Fuel rate (INR/lt) 60.2 66.7 70.0 73.5 

 SG&A expenses as % of revenues 9.9 8.5 9.0 9.0 

 Other operating expenses (INR/ASKM) 1.4 1.4 1.4 1.5 

 International     

 ASKMs (mn) 25,349 24,589 26,064 27,628 

 RPKMs (mn) 20,693 19,814 20,975 22,024 

 PLF (%) 81.6 80.6 80.5 79.7 

 Fuel rate (INR/lt) 43.4 48.7 51.1 53.7 

 SG&A expenses as % of revenues 8.7 7.0 7.0 7.0 

 Other operating expenses (INR/ASKM) 0.9 1.0 1.0 1.1 

 Financial assumptions     

 Employee expense (%yoy inc) 19.4 (4.3) 5.0 5.0 

 Other income as % of Cash + Investments 7.3 8.0 8.0 8.0 

 Forward tickets % revenues 13.2 12.0 12.0 12.0 

 Debtor days 31 30 30 30 

 Inventory days 19 20 20 20 

 Payable days 85 85 85 85 

 Interest Cost (% of Debt) 6.7 8.5 8.0 8.0 

 Depreciation as % of gross block 4.9 4.8 4.8 4.8 
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Peer comparison valuation 

  Market cap Diluted PE (X) EV/EBITDAR (X) ROAE (%) 

Name (USD mn) FY14E FY15E FY14E FY15E FY14E FY15E 

Jet Airways (India) Ltd 910 18.8 16.3 4.2 3.8 25.9 14.6 

Air China Ltd 11,056 10.7 8.7 7.6 6.8 44.1 47.9 

Cathay Pacific Airways Ltd 6,678 18.3 10.5 7.8 6.5 20.3 28.9 

Singapore Airlines Ltd 10,228 19.1 15.3 3.6 3.2 23.5 25.1 

Thai Airways International PCL 2,205 11.2 9.3 6.1 5.5 32.6 36.2 

Tiger Airways Holdings Ltd 545 17.6 9.9 11.6 7.9 43.6 53.1 

Median - 17.9 10.2 6.9 6.0 29.3 32.6 

AVERAGE - 15.9 11.7 6.8 5.6 31.7 34.3 

Source: Edelweiss research 

Cash flow metrics     

Year to March FY12 FY13E FY14E FY15E 

Operating cash flow 22,932 14,165 19,843 21,244 

Investing cash flow 3,096 2,344 2,924 1,679 

Financing cash flow (26,818) (17,139) (15,739) (25,863) 

Net cash flow (791) (630) 7,027 (2,941) 

Capex (661) (600) (600) (600) 

     
 

Profitability & efficiency ratios     

Year to March FY12 FY13E FY14E FY15E 

ROAE (%) (184.5) 1.9 25.9 14.6 

ROACE (%) (7.1) 7.3 9.3 11.0 

Inventory day 18 18 19 19 

Debtors days 26 27 27 27 

Payable days 66 70 67 68 

Cash conversion cycle (days) (22) (25) (21) (22) 

Net Debt/Equity 97.0 91.6 3.5 2.5 

     
 

Operating ratios     

Year to March FY12 FY13E FY14E FY15E 

Total asset turnover 1.2 1.5 1.6 1.9 

Fixed asset turnover 1.1 1.3 1.5 1.7 

Equity turnover 19.3 144.3 15.6 8.2 

     
 

Valuation parameters     

Year to March FY12 FY13E FY14E FY15E 

Diluted EPS (INR) (184.6) 0.3 30.5 35.1 

Y-o-Y growth (%) - - 10,390.1 15.1 

CEPS (INR) (79.0) 106.8 111.7 116.5 

Diluted PE (x) (3.1) 1,972.0 18.8 16.3 

Price/BV (x) 37.8 37.1 2.6 2.2 

EV/Sales (x) 1.1 0.9 0.7 0.6 

EV/EBITDAR (x) 15.0 5.2 4.2 3.8 
 

 

Balance sheet    (INR mn) 

As on 31st March FY12 FY13E FY14E FY15E 

Equity capital 863 863 1,136 1,136 

Reserves & surplus 446 471 24,238 28,224 

Shareholders funds 1,309 1,334 25,374 29,360 

Short term debt 45,080 48,450 37,000 35,000 

Long term debt 87,736 78,962 63,170 47,377 

Borrowings 132,816 127,412 100,170 82,377 

Sources of funds 134,125 128,746 125,544 111,737 

Tangible assets 136,115 127,701 119,258 110,786 

Intangible assets 20,597 20,417 20,237 20,057 

CWIP (incl. intangible) 21 21 21 21 

Total net fixed assets 156,733 148,139 139,516 130,864 

Non current investments 21 21 21 21 

Cash and equivalents 5,743 5,113 12,140 9,200 

Inventories 8,584 10,342 11,313 12,240 

Sundry debtors 13,577 14,866 16,282 17,628 

Loans and advances 20,834 26,027 28,211 30,292 

Other current assets 1,409 - - - 

Total current assets 50,147 56,349 67,947 69,360 

Trade payable 36,669 36,677 40,158 43,973 

Others current liabilities 36,107 39,085 41,781 44,534 

Total current liabilities & 72,776 75,762 81,939 88,507 

Net current assets (ex cash) (28,372) (24,526) (26,132) (28,347) 

Uses of funds 134,125 128,746 125,544 111,737 

Book value per share (INR) 15.2 15.5 223.4 258.5 

     
 

Free cash flow    (INR mn) 

Year to March FY12 FY13E FY14E FY15E 

Net profit (14,201) 25 3,463 3,986 

Depreciation 12,050 14,881 15,898 15,664 

Deferred tax (336) - - - 

Others 8,043 3,104 (1,125) (620) 

Gross cash flow 5,555 18,010 18,236 19,029 

Less: Changes in WC (17,377) 3,845 (1,606) (2,215) 

Operating cash flow 22,932 14,165 19,843 21,244 

Less: Capex 661 600 600 600 

Free cash flow 22,271 13,565 19,243 20,644 
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Insider Trades 
Reporting Data Acquired / Seller B/S  Qty Traded 

    

No Data Available    
 

*as per last available data 

 

Bulk Deals 
Data Acquired / Seller B/S Qty Traded Price 

     

No Data Available     
 

*as per last available data 

 

Holding – Top10 
  Perc. Holding   Perc. Holding 

Life Insurance Corp Of India 2.73       Birla Sun Life Asset Management 2.09 

Platinum Investment Mgmt Ltd 1.45       Birla Sun Life Asset Management 0.92 

Dimensional Fund Advisors Lp 0.72       UTI Asset Management Co Ltd 0.46 

Principal Pnb Asset Management 0.43       Van Eck Associates Corporation 0.21 

Tata Asset Management Ltd 0.19       Jyske Invest 0.13 
 

*as per last available data 

 

Additional Data 

Directors Data 

Naresh Goyal Chairman, Non-executive Promoter Director Ali Ghandour Non-executive Independent Director 

Victoriano P. Dungca Non-executive Director Javed Akhtar Non-executive Independent Director 

I M Kadri Non-executive Independent Director Aman Mehta Non-executive Independent Director 

Yash Raj Chopra Non-executive Independent Director Gaurang Shetty Whole-time Director and Manager 
 

 

  Auditors -  Deloitte Haskins & Sells, Chaturvedi & Shah 

*as per last available data 
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Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe  

 

Rating Distribution* 120 49 17 186 

* - stocks under review 

 

Market Cap (INR) 118 56 12 

 > 50bn Between 10bn and 50 bn < 10bn 

Date Company Title Price (INR) Recos 

 

 Buy Hold Reduce Total 

Recent Research 

04-Feb-13 Jet Airways Cost control boosts earnings;  

Result Update 

605 Hold 

05-Nov-12 Jet Airways Earnings beat on higher yields; 

Result Update 

376 Hold 

14-Sep-12 Aviation Foreign carriers allowed to 

invest upto 49%;  

EdelFlash 

  

 

Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 
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