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Jet Airways’ (Jet) Q4FY13 revenue of INR39.2bn was lower than the 

estimated INR41.5bn due to lower international yields. However, a sharp 

increase in SG&A, operating expenses and one-offs resulted in a loss of 

INR5bn versus estimate of INR266mn profit. We are negatively surprised 

by the cost surge since Jet had earlier indicated that operating costs are 

on a down trend following renegotiation with vendors. Also, one-offs in 

the quarter include adjustments for prior periods, indicating that costs in 

previous quarters were actually higher—we do not rule out one-offs in 

Q1FY14 as well. On the positive side, debt fell by USD500mn in FY13 and 

the company expects another USD600mn dip in FY14. While synergies 

from the Etihad deal could be long-term benefits, debt reduction and 

lower crude prices are near-term triggers. Maintain ‘BUY’. 

 

Capacity rationalisation continues; PLF falls YoY, but yield rises 

Domestic capacity in ASKMs fell 8.7% YoY, lower than the 12.4% YoY dip in passenger 

traffic, leading to PLF slipping from 77.1% to 74.8%. International capacity dipped 

12.4% YoY and passengers fell 10.0% YoY, leading to PLF dipping from 86.0% to 84.4%. 

Both domestic and international yields rose 14.6% YoY; the rise is lower than 

anticipated likely due to weak demand and competitive pricing. 

 

Sharp surge in costs reversing decline of earlier quarters 

Jet’s opex rose by INR7.1bn or 56% QoQ, leading to standalone EBITDAR of INR(1.2)bn. 

While some costs are one offs (maintenance, prior-year wage hike, forex loss), some 

could persist (grounded planes, interest overdue on creditors, higher landing/navigation 

charges). Domestic and international EBITDAR margin were at (31)% and 16.5%, 

respectively. In FY13, domestic operations contributed 68% to passengers and 42% to 

revenue, but only 13% to EBITDAR.  

 

Outlook & valuations: Debt cut, lower crude key; maintain ‘BUY’ 

With 80% of Indian foreign traffic West-bound, Jet plans to use a two-pronged strategy 

and expand via both Abu Dhabi and Europe. It expects 10-12% growth in international 

capacity via higher utilisation and without fleet increase. While Etihad deal synergies 

such as common fleet acquisition and fuel purchase could accrue over long term, debt 

reduction and lower crude prices are near-term triggers—in FY13, interest cost and fuel 

were 7% and 41% of revenue, respectively. Maintain ‘BUY’ with a TP of INR688. 
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 MARKET DATA (R:  JET.BO, B:  JETIN IN) 

 CMP :   INR 552 

 Target Price :   INR 688 

 52-week range (INR) :   689 / 301 

 Share in issue (mn) :   86.3 

 M cap (INR bn/USD mn) :   48 / 853 

 Avg. Daily Vol. BSE/NSE (‘000) :   2,972.9 

 

 

 SHARE HOLDING PATTERN (%) 

 Current Q3FY13 Q2FY13 

Promoters * 
 

80.0 80.0 80.0 

MF's, FI's &  BKs 7.0 7.3 6.3 

FII's 4.6 4.3 4.8 

Others 8.4 8.5 8.9 

* Promoters pledged shares 

    (% of share in issue) 

: NIL 

 

 

  PRICE PERFORMANCE (%) 

 

BSE Midcap 

Index 
Stock 

Stock over 

Index 

1 month 3.6  (9.9) (13.5) 

3 months 3.1  2.4  (0.7) 

12 months 8.8  73.9  65.1  
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Financials (Standalone) (INR mn)

Year to March Q4FY13 Q4FY12 YoY % Q3FY13 QoQ % FY13 FY14E FY15E

Revenue 39,219 40,416 (3.0) 42,058 (6.7) 168,526 188,318 195,539

EBITDAR (1,221) 3,699 NA 8,658 NA 21,350 33,801 32,761

Net profit (4,955) (2,981) NA 850 NA (4,855) 4,064 3,310

Diluted EPS (INR) (57.4) (34.5) NA 9.8 NA (68.6) 35.8 29.1

Diluted P/E (x) (8.1) 15.4 19.0

EV/EBITDAR (x) 7.3 4.1 3.8

ROAE (%) (58.0) 20.8 9.9
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Jet-Etihad deal 

• Jet is in the process of developing a multi-year roadmap for the network. 

• Of the total Indian traffic of 40mn passengers annually, 80% is West bound and Jet 

wants to capture this pie. Jet’s current revenue mix is North America 15-20%, UK 25%, 

Gulf 30% and South East Asia 25%. 

• It will follow a two- pronged strategy:   

o Connect Abu Dhabi from several points in India; expand capacity and footprint 

from key metros of Mumbai and Delhi, add services from points such as Chennai, 

Bengaluru, Hyderabad, etc, and over time, also connect a number of Tier II and 

even Tier III cities directly to Abu Dhabi. In this process, it will take a vast majority 

of the aircraft that it operates into Abu Dhabi to points beyond Abu Dhabi. This will 

be implemented over a three year time frame. 

o Directly serve the high density European market on a non-stop basis with a focus 

on markets such as Frankfurt, Paris, Amsterdam and London. From there, it will 

explore continuing partnership to carry traffic via these points to other points in 

Europe as well as North America. 

o This will also maximise utilisation on narrow body aircraft in particular. Some of 

these aircraft have utilisation currently at 13-15 hours, which should improve 

substantially as it expands to Abu Dhabi. As a result, international capacity can rise 

10-12% next year without induction of new fleet, but only through higher 

utilisation and use of currently grounded aircraft. Also, a large part of international 

flying will be undertaken with the same set of airplanes that are doing the 

domestic circuit during the day. Domestic capacity will rise by 5-6%. 

• The philosophy behind this is that customers from any point in India can enjoy a one-

stop opportunity to go anywhere else in the world to Abu Dhabi or through a point in 

Europe. 

• The deal will bring immediate revenue growth and cost synergy opportunities for both 

the airlines. Key cost benefits and synergies in fleet acquisition, maintenance, joint 

purchasing opportunities for fuel, spare parts, equipment and catering supplies as well 

as external services such as insurance and technology support will come through. 

• Other areas of cooperation will include joint training of pilots, cabin crew and engineers, 

as well as maintenance of common aircraft sites and consolidation of Jet's loyalty 

programme. 

• The cash which will come into the business as part of the deal will be largely utilised to 

reduce high cost INR working capital debt as well as becoming current on overdue 

creditors. 

• Jet has taken a USD loan at 4.5% and once it is repaid, Heathrow slots will come back to 

the airline. It has already received USD70mn for the slots in March. 

• Etihad has taken a 50.1% stake in Jet Privilege loyalty programme for USD150mn. A 

large part of the miles will eventually get redeemed on airlines, so over time it becomes 

a revenue stream for the airlines. 
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FY13 analysis  

Domestic segment contributed 68% to passengers, 42% to revenue, but only 13% to 

EBITDAR. 

 

DOMESTIC 

• Capacity and volumes: Reduction to focus on profitability 

o The industry saw 5% reduction in demand versus 1% reduction in capacity. Jet saw 

an 8% reduction in demand versus 2% reduction in capacity. Thus, while yields did 

recover on back of Kingfisher’s exit, they are still not sufficient for profitability. Jet 

expects 10-12% domestic demand growth in FY14 coupled with moderate capacity 

increase, leading to PLF improving. 

o For Jet, ASKM in FY13 fell 1.6% as the airline cut loss making routes. While we do 

not have break up between domestic and international fleet size, total fleet fell 

from 102 to 97 over the year. 

o Our analysis indicates a fall in stage length from 840 km to 833 km coupled with an 

increase in seats per aircraft from 115 to 119—again indicative of the focus on 

profitable routes. 

o However, domestic passengers were 11.4mn, down 4% YoY. This led to PLF falling 

from 74.8% to 72.6%. Domestic passengers were 68% of total. 

• Yields: Kingfisher exit boosts yields 

o FY13 saw an 18.5% jump in yields, even as fuel surcharge fell. This was primarily 

boosted by the exit of Kingfisher. Revenue/ASKM was INR5.4. 

• Margin improves in FY13, but still not enough; yields need to rise further 

o Fuel expenses formed 38% of total operating expenses. Fuel rate rose 11% YoY to 

INR67/litre. As a result, fuel cost/ASKM was INR2.2, up 8% YoY. 

o Despite cost control in the year (except for Q4FY13), other costs/ASKM were INR3, 

up 18% YoY. Breakeven seat factor, ex-fuel, continues to rise from 50.3% to 51.3%. 

o Higher jump in yields more than offset the cost increase, leading to EBITDAR/ASKM 

of INR0.22 or EBITDAR margin of 4%. While this is higher than the 2.2% margin in 

FY12, it is much below the 16% margin in FY11—yields have not risen enough to 

offset the rise in fuel/other costs over the past two years. 

o Management has indicated that Indian aviation has the lowest fares and highest 

costs in the world, and while passengers are currently in a state of shock due to 

high fares, over time they will get used to the same. 

• Profitability: Imperative for debt to reduce 

o High aircraft lease rentals and interest expense (2x EBITDAR) resulted in a loss of 

INR8.6bn for domestic operations. 

 

  



 

 

 

Aviation 

4  Edelweiss Securities Limited 

INTERNATIONAL 

• Capacity and volumes: Reduction to focus on profitability 

o ASKM in FY13 fell 3.9% as Jet cut loss making routes. While we do not have break 

up between domestic and international fleet size, total fleet fell from 102 to 97 

over the year. 

o Our analysis indicates a fall in stage length from 3,794 km to 3,661 km (3.5% 

reduction) coupled with an increase in seats per aircraft from 174 to 180–again 

indicative of the focus on profitable and shorter routes. 

o However, international passengers were 5.5mn, flat YoY. This led to PLF rising 

marginally from 81.6% to 82.2%. International passengers were 32% of total. 

o Jet is selectively adding flights to profit-making markets such as Gulf and Middle 

East and ASEAN routes and discontinuing loss-making routes.0 

• Yields: Increase largely led by higher fuel surcharge 

o FY13 saw an 18.5% jump in yields, largely led by 34% jump in fuel surcharge. 

Revenue/ASKM was INR3.85. 

• Margin: Cost control showing through 

o Fuel expenses formed 49% of total operating expenses (this number was 38% for 

domestic operations). Fuel rate rose 13% YoY to INR49/litre (~27% lower than the 

domestic fuel rate). Fuel cost/ASKM was INR1.6, up 5% YoY. 

o Cost control in the year resulted in other costs/ASKM nearly flat YoY at INR1.5. 

Importantly, breakeven seat factor, ex-fuel, declined from 38.9% to 34.8%. 

o Higher jump in yields more than offset the fuel cost increase, leading to 

EBITDAR/ASKM of INR0.73 or EBITDAR margin of 19%. While this is higher than the 

11.4% margin in FY12, it is below the 22% margin of FY11–over the two year period, 

while total costs have risen 38%, revenues have risen only 32%. 

o Having said this, international operations continue to be the driver of Jet’s 

profitability, contributing 87% to overall EBITDAR. This is mainly because of higher 

yields as a result of lower competition and also lower fuel expenses. 

• Profitability: Imperative for debt to reduce 

o Again, as in domestic operations, high aircraft lease rentals (31% of EBITDAR) and 

high interest expense (26% of EBITDAR) resulted in a much lower PBT of INR3.8bn 

despite an EBITDAR of INR18.5bn. 

 

OTHER DETAILS 

• Strategy: During peak periods, Jet is following a deliberate strategy of not chasing 

market share, but focusing on profitability, leading to market share lower than capacity 

share but higher yields. However, during the Jul-Sep lean season, it will focus on market 

share and seat factor. 

• Of the 97 aircraft in standalone entity, 30 are owned (18 wide body, 12 737s) and 67 

are on lease. In addition, 6-7 planes are on ground. 
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• Current order book for aircraft is 46 and delivery of some has started a few months ago. 

These aircraft will be for both fleet replacement and fleet addition. Part of the order 

book is for ten 787s, deliveries of which will start in 2016-17. 

• With the lease to Thai Airways for 5 aircraft expiring, 2 will be used by Jet and 3 leased 

out to Turkish Airways. 

• Direct sales through Jet’s own offices is 15-18% with the balance through online/travel 

agents on which Jet pays 1% commission. 

• Total debt has dipped QoQ from USD2.16bn to USD2.11bn. Over the year, debt has 

reduced by USD500mn. This was in line with the company’s debt reduction target of 

USD400mn. This was achieved through sale and lease back of 13 aircraft in the year as 

well as sale and lease back of airport slots. Cash stands at USD154mn. 

• Debt maturing in FY14 is USD300-350mn (USD200mn aircraft loan and USD115mn of 

term/working capital loans). However, management expects this to fall by ~USD600mn 

to USD1.5bn by FY14 end, led by USD300-350mn from aircraft sale and lease back and 

USD200mn through increase in cash following the Etihad deal.  

• Cash from equity infusion will be largely utilised to reduce high cost INR working capital 

debt as well as becoming current on overdue creditors, resulting in significant 

deleveraging 

 

Table 1: Jet’s international operations much more profitable due to cost efficiencies 

 
Source: Company, Edelweiss research 

 

Table 2: Despite improvement in FY13, revenue growth over past 2 years has lagged 

costs 

 
Source: Company, Edelweiss research 

 

  

Domestic FY13 International FY13

Total Revenues/ASKM 5.42 3.85

Fuel Cost/ASKM 2.17 1.64

Other Cost/ASKM 3.02 1.49

Total Cost/ASKM 5.20 3.12

EBITDAR/ASKM 0.22 0.73

Lease rentals/ASKM 0.50 0.23

Depreciation/ASKM 0.16 0.28

EBIT/ASKM (0.45) 0.22

Net int cost/ASKM (0.34) 0.15

Exceptionals/ASKM 0.09 0.05

PBT after exceptionals/ASKM (0.01) 0.12

Domestic FY11 FY12 FY13 1y change (%) 2y change (%)

Total Revenues/ASKM 4.6 4.7 5.4 16 17

Fuel Cost/ASKM 1.5 2.0 2.2 9 44

Other Cost/ASKM 2.4 2.6 3.0 18 27

Total Cost/ASKM 3.9 4.6 5.2 14 33

EBITDAR/ASKM 0.7 0.1 0.2 114 (71)

Lease rentals/ASKM 0.4 0.4 0.5 38 42

Depreciation/ASKM 0.2 0.2 0.2 (12) (24)

EBIT/ASKM 0.2 -0.4 -0.4 0 (356)
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Table 3: Jet has been able to hike yields much more in international segment 

 
Source: Company, Edelweiss research 

 

Analysis of Q4FY13 

Capacity, traffic: International capacity falls, but PLF rises sharply 

• Jet + Jet Lite’s domestic market share remained flat at 25.2% QoQ. However, market 

share a year ago was 29.3%; this was due to capacity rationalisation. 

• Domestic capacity in ASKMs fell 8.7% YoY, but is up 1.3% QoQ. However, passengers 

rose 4.5% QoQ, leading to a rise in PLF. Domestic stage length remained flat at 827 km 

while seats per aircraft fell 1% to 119. 

• International capacity in ASKMs fell 12.4% YoY and 1.9% QoQ. However, passengers 

rose 7.4% QoQ, leading to a dramatic rise in PLF by 640bps to 84.4%. International 

stage length continues to fall, down 4.6% YoY and 1% QoQ to 3,561 km, probably as Jet 

focuses more on Middle East routes. Of the total Indian traffic of 40mn passengers 

annually, 80% is West bound and Jet wants to capture this pie. 

• Load factor on all international routes has improved sharply (Q3 numbers in brackets): 

US 85.4% (81.2%), UK 90.1% (82.7%), ASEAN 81.9% (77.1%), Gulf 83% (74.5%), SAARC 

79% (70.4%), Italy 64.6% (65.8%). The Italy route has been discontinued. 

• Jet has completed reconfiguration of 777 aircraft from 312 seats to 346 seats. This has 

resulted in higher revenues per departure and improved profitability on these routes. 

• Jet is looking to sell/lease grounded aircraft, primarily A330-200 and Etihad has 

expressed interest in leasing them. 

 

Yields 

• Domestic yields at INR6.8/RPKM were up 14.6% YoY, but down 5.4% QoQ. While fuel 

surcharge remained flat QoQ, the base fare reduced. 

• International yields at INR3.8/RPKM were up 14.7% YoY, but down 8.3% QoQ. Again 

here, fuel surcharge was flat QoQ. 

 

Costs and margins 

• Both SG&A and operating expenses rose by INR7.1bn or 56% QoQ, leading to a sharp 

dent in EBITDAR margins to (3.1)%. Average margin in previous four quarters was 15%. 

This led to standalone EBITDAR of INR(1.2)bn; first time negative in a long time. Bulk of 

the cost increase was in domestic operations. Domestic EBITDAR was INR(5)bn or (31)% 

while international EBITDAR was INR3.8bn or 16.5%. International operations continue 

to drive profitability. 

International FY11 FY12 FY13 1y change (%) 2y change (%)

Total Revenues/ASKM 2.9 3.4 3.9 13 32

Fuel Cost/ASKM 1.0 1.6 1.6 5 59

Other Cost/ASKM 1.2 1.4 1.5 3 21

Total Cost/ASKM 2.3 3.0 3.1 4 38

EBITDAR/ASKM 0.6 0.4 0.7 89 12

Lease rentals/ASKM 0.2 0.2 0.2 36 33

Depreciation/ASKM 0.3 0.3 0.3 3 8

EBIT/ASKM 0.2 -0.1 0.2 (496) 1
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• So much was the cost increase that breakeven seat-factor ex-fuel for domestic 

operations rose from 40% to 86% QoQ. However, international seat breakeven factor 

without fuel rose from 30.7% to 38.3% – a strong positive. 

• Reasons for cost increase: 

o As Jet pulled out of loss making routes, impact of aircraft grounded (~5-6) was 

INR903mn for Q4FY13 and INR1889mn for FY13 (8.8% of FY13 EBITDAR).  

o One-time exceptional cost in Q4FY13 of USD127mn; this includes: (a) maintenance 

events relating to 2 wide body shop visits; (b) impact of wage hikes of previous 

years; (c) SFIS reversal because of expiry of licence; (d) forex loss; (e) interest on 

overdue creditors (USD150mn overdue creditors outstanding); (f) default by one 

major agent, etc. 

o Q4 also had the impact of higher landing and airport charges led by private airports 

like Mumbai, Chennai, and Kolkata from February 2013, which is an annual 

increase of over INR1bn. Jet stated that it is not in a position to pass this on to 

customers. 

o Wage hikes will be capped at 6% annually going forward. 

o Interest cost jumped because Jet has renegotiated some of its volume discounts 

with OMCs and is now getting significantly higher volume discounts on base prices 

and for the 60-day credit period, there is an interest element which is now 

classified under interest. 

• There was a one-time exceptional gain in Q4FY13 on account of: (a) compensation 

credit for delayed delivery of airplanes; and (b) profit on sale and lease back of London 

slots. 
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Financial snapshot (Standalone)        (INR mn) 

 Year to March    Q4FY13   Q4FY12   % change   Q3FY13    % change   FY13   FY14E   FY15E  

Total operating income  39,219   40,416   (3.0)   42,058   (6.7)   168,526   188,318   195,539  

Aircraft Fuel Expenses  16,547   18,225   (9.2)   16,885   (2.0)   69,920   71,909   73,172  

Employee expenses  3,863   4,107   (5.9)   3,678   5.0   15,442   16,367   17,350  

Selling and Distribution Expenses  3,871   3,378   14.6   2,909   33.1   13,586   15,493   16,009  

Other expenses  16,158   11,008   46.8   9,927   62.8   48,228   50,748   56,248  

EBITDAR  (1,221)   3,699   NA   8,658   NA   21,350   33,801   32,761  

Aircraft Lease Rentals  3,397   2,441     3,060     12,321   12,939   12,732  

Depreciation  2,227   2,488   (10.5)   2,242   (0.7)   9,266   9,193   9,222  

EBIT  (6,845)   (1,231)   NA   3,356   NA   (236)   11,670   10,808  

Other income  3,465   511   577.8   455   662.5   5,506   2,549   923  

Interest  2,985   2,579   15.8   2,484   20.2   11,190   8,154   6,790  

Profit before tax  (5,023)   (2,837)   NA   918   NA   (5,920)   6,066   4,940  

Total Tax  (68)   144   NA   68   NA    -   2,002   1,630  

Core profit  (4,955)   (2,981)   NA   850   NA   (4,855)   4,064   3,310  

Diluted EPS (INR)  (57.4)   (34.5)   NA   9.8   NA   (68.6)   35.8   29.1  

         

As % of net revenues                       

Aircraft fuel expenses  42   45     40     41   38   37  

Employee cost  9.9   10.2     8.7     9.2   8.7   8.9  

Selling and distribution expenses  9.9   8.4     6.9     8.1   8.2   8.2  

Other operating expenses  41.2   27.2     23.6     28.6   26.9   28.8  

EBITDAR  (3.1)   9.2     20.6     12.7   17.9   16.8  

Depreciation  5.7   6.2     5.3     5.5   4.9   4.7  

Aircraft lease rentals  8.7  6.0     7.3     7.3   6.9   6.5  

Interest expenditure  7.6   6.4     5.9     6.6   4.3   3.5  

Reported net profit  (12.6)   (7.4)    2.0     (2.9)   2.2   1.7  
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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 FY13 FY14E FY15E 

Net revenue 167,032 188,406 208,985 217,516 

Aircraft fuel expenses 77,763 80,494 82,933 83,796 

Employees Remuneration and 17,746 17,033 18,043 19,092 

Selling and Distribution Expenses 14,962 14,935 16,940 17,547 

Operating expenses 44,776 53,880 54,509 60,197 

Total operating expenses 155,247 166,343 172,425 180,632 

EBITDAR 11,785 22,063 36,560 36,884 

Aircraft Lease Rentals 12,050 15,260 15,826 15,594 

Depreciation and amortisation 9,446 9,294 9,223 9,252 

EBIT (9,711) (2,491) 11,511 12,038 

Other income 3,638 5,687 2,966 1,607 

Interest expenses 10,058 11,943 9,074 8,070 

Profit before tax (16,131) (8,747) 5,403 5,575 

Provision for tax (198) 7 2,002 1,630 

Net profit (15,933) (8,754) 3,401 3,944 

Extraordinary income/ (loss) 1,732 961 - - 

Profit After Tax (14,201) (7,793) 3,401 3,944 

Shares outstanding (mn) 86 86 114 114 

Diluted EPS (INR) (184.6) (101.4) 29.9 34.7 

CEPS (INR) (79.0) 6.2 111.1 116.2 

     
 

Common size metrics     

Year to March FY12 FY13 FY14E FY15E 

Aircraft fuel expenses 47 43 40 39 

Non-fuel expenses 46.4 45.6 42.8 44.5 

EBITDAR margins 7.1 11.7 17.5 17.0 

EBIT margins (5.8) (1.3) 5.5 5.5 

Net profit margins (9.5) (4.6) 1.6 1.8 

     
 

Growth ratios (%)     

Year to March FY12 FY13 FY14E FY15E 

Revenues 15.3 12.8 10.9 4.1 

EBITDAR Growth (58) 87 66 1 

Net profit - - - 16.0 

EPS - - - 16.0 

     
 

 

Key Assumptions     

Year to March FY12 FY13 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 13,075 13,728 14,415 

 RPKMs (mn) 9,950 9,486 10,078 10,784 

 PLF (%) 75 73 73 75 

 Fuel rate (INR/lt) 60.2 67.1 65.4 63.0 

 SG&A expenses as % of revenues 9.9 9.8 10.0 10.0 

 Other operating expenses (INR/ASKM) 1.4 1.7 1.7 1.8 

 International - - - - 

 ASKMs (mn) 25,349 24,353 25,814 27,363 

 RPKMs (mn) 20,693 20,016 21,647 22,946 

 PLF (%) 81.6 82.2 83.9 83.9 

 Fuel rate (INR/lt) 43.4 48.9 47.7 46.0 

 SG&A expenses as % of revenues 8.7 6.8 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 (3.5) 6.0 6.0 

 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 852 18.4 15.9 4.3 3.9 7,153.9 19.4 

Air China Ltd 11,579 22.4 18.8 13.3 11.9 44.9 48.2 

Cathay Pacific Airways Ltd 7,479 42.2 23.5 16.8 13.6 19.3 30.0 

Singapore Airlines Ltd 10,079 38.8 31.8 7.2 6.4 21.7 23.6 

Thai Airways International PCL 2,272 23.3 18.5 12.6 11.3 34.8 38.2 

Tiger Airways Holdings Ltd 510 30.5 21.1 21.4 16.0 82.3 51.3 

Median - 26.9 20.0 13.0 11.6 39.9 34.1 

AVERAGE - 29.3 21.6 12.6 10.5 1,226.2 35.1 

Source: Bloomberg, Edelweiss research 

Cash flow metrics     

Year to March FY12 FY13E FY14E FY15E 

Operating cash flow 22,932 9,418 13,822 20,657 

Investing cash flow 3,096 1,938 2,366 1,007 

Financing cash flow (26,818) (7,842) (20,388) (25,863) 

Net cash flow (791) 3,513 (4,200) (4,199) 

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

     
 

Profitability & efficiency ratios     

Year to March FY12 FY13 FY14E FY15E 

ROAE (%) (184.5) 103.2 7,153.9 19.4 

ROACE (%) (7.1) (2.6) 13.1 11.1 

Inventory day 18 17 17 19 

Debtors days 26 26 26 28 

Payable days 66 88 82 69 

Cash conversion cycle (days) (22) (46) (39) (22) 

Net Debt/Equity 97.0 (4.4) 5.2 3.7 

     
 

Operating ratios     

Year to March FY12 FY13 FY14E FY15E 

Total asset turnover 1.2 1.8 2.2 1.9 

Fixed asset turnover 1.1 1.3 1.6 1.6 

Equity turnover 19.3 (22.2) 4,395.6 10.7 

     
 

Valuation parameters     

Year to March FY12 FY13 FY14E FY15E 

Diluted EPS (INR) (184.6) (101.4) 29.9 34.7 

Y-o-Y growth (%) - - - 16.0 

CEPS (INR) (79.0) 6.2 111.1 116.2 

Diluted PE (x) (3.0) (5.4) 18.4 15.9 

Price/BV (x) 36.4 (2.6) 3.4 2.8 

EV/Sales (x) 1.0 0.7 0.8 0.7 

EV/EBITDAR (x) 14.8 5.8 4.3 3.9 
 

 

Balance sheet    (INR mn) 

As on 31st March FY12 FY13 FY14E FY15E 

Equity capital 863 863 1,136 1,136 

Reserves & surplus 446 (19,135) 17,231 21,176 

Shareholders funds 1,309 (18,272) 18,367 22,312 

Short term debt 45,080 21,308 37,000 35,000 

Long term debt 87,736 68,686 63,170 47,377 

Borrowings 132,816 89,994 100,170 82,377 

Sources of funds 134,125 71,722 118,537 104,689 

Total net fixed assets 156,733 126,616 139,516 130,864 

Non current investments 21 21 21 21 

Cash and equivalents 5,743 9,256 5,056 857 

Inventories 8,584 8,501 11,338 11,798 

Sundry debtors 13,577 13,115 16,328 16,975 

Loans and advances 20,834 26,039 28,270 29,296 

Other current assets 1,409 - - - 

Total current assets 50,147 56,912 60,991 58,926 

Trade payable 36,669 54,272 40,154 42,065 

Others current liabilities 36,107 57,555 41,837 43,057 

Total current liabilities & 72,776 111,827 81,991 85,122 

Net current assets (ex cash) (28,372) (64,172) (26,055) (27,053) 

Uses of funds 134,125 71,722 118,537 104,689 

Book value per share (INR) 15.2 (211.7) 161.7 196.4 

     
 

Free cash flow    (INR mn) 

Year to March FY12 FY13E FY14E FY15E 

Net profit (14,201) (7,793) 3,401 3,944 

Depreciation 12,050 15,260 15,826 15,594 

Deferred tax (336) - - - 

Others 8,043 4,004 (5,143) 121 

Gross cash flow 5,555 11,471 14,084 19,659 

Less: Changes in WC (17,377) 2,054 262 (998) 

Operating cash flow 22,932 9,418 13,822 20,657 

Less: Capex 661 600 600 600 

Free cash flow 22,271 8,818 13,222 20,057 
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Holding - Top10

Perc. Holding Perc. Holding 

Life Insurance Corp Of India 2.73                      Birla Sun Life Asset Management 2.17                      

Platinum Investment Mgmt Ltd 1.45                      Birla Sun Life Asset Management 0.80                      

Dimensional Fund Advisors 0.72                      Uti Asset Management Co Ltd 0.45                      

Van Eck Associates Corporation 0.25                      Tata Asset Management Ltd 0.21                      

Jyske Invest 0.13                      Vanguard Group Inc 0.10                      

*as per last available data

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 

 

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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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelweissfin.com 

Vikas Khemani  Head   Institutional Equities  vikas.khemani@edelweissfin.com +91 22 2286 4206 

Nischal Maheshwari Co-Head Institutional Equities & Head Research nischal.maheshwari@edelweissfin.com  +91 22 4063 5476 

Nirav Sheth Head   Sales  nirav.sheth@edelweissfin.com +91 22 4040 7499 

Coverage group(s) of stocks by primary analyst(s): Aviation 

Jet Airways (India) Ltd 
 

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 

25-Apr-13 Jet Airways  Etihad capital infusion to 

lower leverage;  

Company Update 

573 Buy 

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 

 

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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DISCLAIMER  

 

General Disclaimer: 

This report has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate 

companies are a full service, integrated investment banking, portfolio management and brokerage group. Our research analysts 

and sales persons provide important input into our investment banking activities. This report does not constitute an offer or 

solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information 

contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is 

accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall not be in any 

way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in 

this report. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an 

investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should 

make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of 

companies referred to in this report (including the merits and risks involved), and should consult his own advisors to determine 

the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors. We 

and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short positions in, 

and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such 

securities and earn brokerage or other compensation or act as advisor or lender/borrower to such company (ies) or have other 

potential conflict of interest with respect to any recommendation and related information and opinions. This information is 

strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or 

redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any 

purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 

located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be 

contrary to law, regulation or which would subject Edelweiss and affiliates/ group companies to any registration or licensing 

requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons 

in whose possession this report comes, should inform themselves about and observe, any such restrictions. The information given 

in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with this 

information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications 

and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or 

keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent recommendation 

to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its 

affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, 

indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 

information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements 

incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the 

views expressed in the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their 

dependents from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The 

information provided in these reports remains, unless otherwise stated, the copyright of Edelweiss. All layout, design, original 

artwork, concepts and other Intellectual Properties, remains the property and copyright Edelweiss and may not be used in any 

form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about 

the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 

indirectly related to specific recommendations or views expressed in this report.  

 

Analyst holding in the stock: No. 

 

Edelweiss shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason 

including network (Internet) reasons or snags in the system, break down of the system or any other equipment, server 

breakdown, maintenance shutdown, breakdown of communication services or inability of the Edelweiss to present the data. In no 

event shall the Edelweiss be liable for any damages, including without limitation direct or indirect, special, incidental, or 

consequential damages, losses or expenses arising in connection with the data presented by the Edelweiss through this 

presentation. 
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Access the entire repository of Edelweiss Research on www.edelresearch.com 

Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has 

prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 

(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 

supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required 

to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 

appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 

15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and 

Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as 

specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, 

duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC 

in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an 

agreement with a U.S. registered broker-dealer, Enclave Capital, LLC ("Enclave").  

Transactions in securities discussed in this research report should be effected through Enclave Capital, LLC. 

Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial 

Services and Markets Act 2000 ("FSMA").  

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional 

experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the 

“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 

associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being 

referred to as “relevant persons”). 

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 

activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant 

persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 

research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other 

person.  

Disclaimer for Canadian Persons 

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have 

prepared the research report.  The research analysts preparing the research report are resident outside the Canada and are not 

associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by 

a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario 

Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 

Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 

analysts' business or relationship with a subject company or trading of securities by a research analyst. 

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) 

who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client").  If the recipient of this report is not an 

Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to 

the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain 

international advisers and/or dealers.  Please be advised that (i) ESL is not registered in the Province of Ontario to trade in 

securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or 

principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) 

there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for 

service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada. 
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