
US Airlines



US Airlines

Ticker (in $MM, TTM) AAL (US:NASDAQ) DAL (US:NYSE) LUV (US:NYSE) UAL (US:NASDAQ)

Issuer American Airlines Delta Air Lines Southwest Airlines United Airlines

Ratings BB-/Ba3/BB- BB+/Baa3/BBB- BBB+/A3/BBB+ BB/Ba2

Price (03/22/2019) $30.57 $49.76 $49.32 $79.63

52-Week Range: $29.72-52.14 $45.61-60.71 $44.40-63.77 $64.87-96.70

Shares Outstanding: 466 694 574 277

Market Cap: $14,235 $34,533 $28,310 $22,034

Total Debt: $23,779 $9,368 $3,377 $13,445

Total Capitalization: $38,014 $43,902 $31,687 $35,479

Enterprise Value: $37,739 $42,337 $29,833 $33,785

Diluted EPS: $3.03 $5.67 $4.29 $7.69

P/E: 10.1x 8.8x 11.5x 10.3x

EV / Sales: 0.8x 1.0x 1.4x 0.8x

EV / EBITDA: 7.8x 5.6x 6.8x 6.1x

Debt to Cap: 62.6% 21.3% 10.7% 37.9%

Secured Leverage: 4.7x 0.5x 0.2x 2.2x

Leverage: 4.9x 1.2x 0.8x 2.4x

Net Leverage: 4.9x 1.0x 0.3x 2.1x

Coverage: 4.6x 24.4x 33.6x 7.6x

Last Reporting Date: 02/25/19 02/15/19 02/05/19 02/28/19

▪

▪

▪

▪

Executive Summary

Figure 1:   Equity Performance & Company Details
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Figure 3:   Daily Treasury Yield Curve

Macro View

Figure 2:   US Economic Indicator YoY Percent Growth

Figure 4:   North American CDS Index Figure 5:   US Corporate Bond OAS
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Figure 7:   EBITDA MarginsFigure 6:   Total US Fare Volume (in $BN)

Figure 9:   ASM / Capacity YoY Percent GrowthFigure 8:   Energy Market Pricing
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Airline Tracking Data contd.
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Figure 11:   Cost per ASM ex-Fuel (in Cents)Figure 10:   Revenue per ASM (in Cents)

Figure 12:   Fuel Cost per ASM (in Cents) Figure 13:   Capex Spending (in $MM)
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Fundamental Trade Ideas



Example Trades

Figure 14:   Long AAL 4 ⅝ Short DAL 4 ⅜ Normalized
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Figure 15:   Relative Value Trade Spread
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Figure 16:   Long AAL 5Y CDS Short AAL Equity Normalized Figure 17:   Capital Structure Arbitrage Trade Spread



Airline Securities Overview
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NASDAQ : AAL

Last Closing Price 30.57

52-Week Low 29.72

52-Week High 52.14

S&P Beta 0.21

Pearson R to S&P 0.09

NYSE : DAL

Last Closing Price 49.76

52-Week Low 45.61

52-Week High 60.71

S&P Beta 0.65

Pearson R to S&P 0.48

NYSE : LUV

Last Closing Price 49.32

52-Week Low 44.40

52-Week High 63.77

S&P Beta 1.30

Pearson R to S&P 0.72

NASDAQ : UAL

Last Closing Price 79.63

52-Week Low 64.87

52-Week High 96.70

S&P Beta 0.73

Pearson R to S&P 0.24

US Airline Equities

Figure 18:   Equity Performance & Correlation Matrix

S&P 0.09 0.48 0.72 0.24 1.00

UAL -0.59 0.27 0.28 1.00 0.24

LUV 0.27 0.51 1.00 0.28 0.72

DAL 0.42 1.00 0.51 0.27 0.48

AAL 1.00 0.42 0.27 -0.59 0.09

AAL DAL LUV UAL S&P



December 31, 2018

(in $ millions, except share and per share)

Undrawn

Amount

Outstanding

Amount

% of

Total Cap

EBITDA

Multiple Maturity Date Interest Rate Notes

Cash & Equivalents 275.0                       

Secured Credit Facilities:

2013 Replacement Term Loan -                              1,825.0                    3.0% 0.4x June 2025 Floating │ L + 1.75%

2013 Revolving Facility 1,000.0                    -                              0.0% 0.0x October 2023 Floating │ L + 2.00%

2014 Term Loan Facility -                              1,215.0                    2.0% 0.3x October 2021 Floating │ L + 2.00%

2014 Revolving Facility 1,543.0                    -                              0.0% 0.0x October 2023 Floating │ L + 2.00%

Apr 2016 Term Loan -                              980.0                       1.6% 0.2x April 2023 Floating │ L + 2.00%

Apr 2016 Revolving Facility 300.0                       -                              0.0% 0.0x October 2023 Floating │ L + 2.00%

Dec 2016 Term Loan -                              1,225.0                    2.0% 0.3x December 2023 Floating │ L + 2.00% Secured by DCA / LGA slots, simulators, and leasehold rights

Other Secured Financings:

Aircraft EETC -                              11,648.0                 18.9% 2.4x 2019 to 2029 Fixed │ 3.00 to 9.01% Includes 2017-2 EETCs and 2012-2C(R) EETCs for aircrafts

Equipment Loans and Other Notes Payable -                              5,060.0                    8.2% 1.1x 2019 to 2030 Fixed │ 2.34 to 8.48% For aircraft and pre-delivery purchase deposits

Special Facility Revenue Bonds -                              798.0                       1.3% 0.2x 2019 to 2031 Fixed │ 5.00 to 8.00%

Total Secured Debt 22,751.0                 37.0% 4.7x

Unsecured Senior Notes:

5.500% Senior Unsecured Notes -                              750.0                       1.2% 0.2x October 2019 Fixed │ 5.500% Used for GCP

4.625% Senior Unsecured Notes -                              500.0                       0.8% 0.1x March 2020 Fixed │ 4.625% Used for GCP

Total Secured and Unsecured Debt 2,843.0                   24,001.0                 39.0% 5.0x

Unamortized Premium and Debt Issue Cost (222.0)                      

Total Debt 23,779.0                 38.7% 4.9x

Net Debt 23,504.0                 4.9x

Market Capitalization 14,235.2                 23.1% 3.0x

Total Capitalization 61,518.2                 100.0%

LTM EBITDA $4,815.0

Secured by slots, route authorities, and gate leasehold rights 

used to operate all services between U.S. and South America

Secured by slots, route authorities, and gate leasehold rights 

used to operate all services between U.S. and EU (including UK)

Secured by spare parts

American Airlines Capital Structure

Figure 19:   American Airlines Debt Profile



December 31, 2018

(in $ millions, except share and per share)

Undrawn

Amount

Outstanding

Amount

% of

Total Cap

EBITDA

Multiple Maturity Date Interest Rate Notes

Cash & Equivalents 1,565.0                    

Secured Aircraft Financing:

Certificates -                              1,837.0                    3.6% 0.2x 2018 to 2027 Fixed │ 3.63 to 8.02%

Notes -                              1,787.0                    3.5% 0.2x 2018 to 2026 Fixed │ 2.75 to 6.54%

Other Secured Financings:

Other Financing -                              251.0                       0.5% 0.0x 2019 to 2030 Fixed │ 1.81 to 8.75% Debt secured by AR and real estate

Total Secured Debt 3,875.0                   7.5% 0.5x

2018 Unsecured Senior Notes:

3.400% Senior Unsecured Notes -                              600.0                       1.2% 0.1x April 19, 2021 Fixed │ 3.400%

3.800% Senior Unsecured Notes -                              500.0                       1.0% 0.1x April 19, 2023 Fixed │ 3.800%

4.375% Senior Unsecured Notes -                              500.0                       1.0% 0.1x April 19, 2028 Fixed │ 4.375%

2018 Unsecured Revolving Credit Facility:

3yr Revolving Credit Facility 1,325.0                    -                              0.0% 0.0x 2021 Floating │ Variable

5yr Revolving Credit Facility 1,325.0                    -                              0.0% 0.0x 2023 Floating │ Variable

NYTDC Special Facilities Revenue Bonds:

Series 2018 Serial Bonds -                              1,117.7                    2.2% 0.1x January 1, 2022-34 Fixed │ 5.000%

Series 2018 Term Bonds -                              265.8                       0.5% 0.0x January 1, 2036 Fixed │ 4.000%

Unsecured Notes:

2.875% Senior Unsecured Notes -                              1,000.0                    1.9% 0.1x March 15, 2020 Fixed │ 2.875%

3.625% Senior Unsecured Notes -                              1,000.0                    1.9% 0.1x March 15, 2022 Fixed │ 3.625%

2.600% Senior Unsecured Notes -                              450.0                       0.9% 0.1x December 4, 2020 Fixed │ 2.600% Used for GCP

Other Revolving Credit Facilities:

Revolving Credit Facilities 380.0                       -                              0.0% 0.0x 2019 to 2021 Floating │ Variable

Total Secured and Unsecured Debt 3,030.0                   9,308.5                   18.0% 1.2x

Unamortized Premium and Debt Issue Cost 60.0                         

Total Debt 9,368.5                   18.1% 1.2x

Net Debt 7,803.5                    1.0x

Market Capitalization 34,533.4                 66.8% 4.5x

Total Capitalization 51,705.4                 100.0%

LTM EBITDA $7,593.0

Used to replace Pacific and 2015 Revolving Credit Facilities

Used to repay Pacific and 2015 Term Loans and for GCP

Used for renovating LaGuardia

Used for Fund Defined Benefits Plan

Loans secured by 10 aircraft

Delta Air Lines Capital Structure

Figure 20:   Delta Air Lines Debt Profile



December 31, 2018

(in $ millions, except share and per share)

Undrawn

Amount

Outstanding

Amount

% of

Total Cap

EBITDA

Multiple Maturity Date Interest Rate Notes

Cash & Equivalents 1,854.0                    

Secured Credit Facilities:

Term Loan Agreement -                              23.0                         0.1% 0.0x May 2019 Fixed │ 6.315% Secured by 14 737-700s, L + 3.30% to fixed rate swap

Term Loan Agreement -                              10.0                         0.0% 0.0x July 2019 Fixed │ 4.840% Secured by five 737-700s, one prepaid with $24MM

Term Loan Agreement -                              187.0                       0.6% 0.0x May 9, 2020 Fixed │ 5.223% Secured by 21 1st lien 737-700s, L + 3.30% to fixed rate swap

Term Loan Agreement -                              197.0                       0.6% 0.0x October 31, 2026 Floating │ L + 1.10% Secured by seven 737-800 aircraft mortgages

Other Secured Financings:

737 Aircraft Notes -                              67.0                         0.2% 0.0x 2019 to 2020 Floating │ Variable Secured by nine 737 first mortgages, portion fixed rate swapped

Pass Through Certificates -                              250.0                       0.8% 0.1x August 1, 2022 Fixed │ 6.15 to 6.65% Secured by 16 737-700 mortgages, notes hedged

Total Secured Debt 734.0                       2.2% 0.2x

Unsecured Senior Notes:

2.750% Senior Unsecured Notes -                              300.0                       0.9% 0.1x November 2019 Floating │ Variable 2.75% fixed-to-floating swap

2.650% Senior Unsecured Notes -                              492.0                       1.5% 0.1x November 2020 Floating │ Variable 2.65% fixed-to-floating swap

2.750% Senior Unsecured Notes -                              300.0                       0.9% 0.1x November 2022 Fixed │ 2.750%

3.000% Senior Unsecured Notes -                              300.0                       0.9% 0.1x November 2026 Fixed │ 3.000%

3.450% Senior Unsecured Notes -                              300.0                       0.9% 0.1x November 2027 Fixed │ 3.450%

Other Unsecured Financings:

Unsecured Revolving Credit Facility 1,000.0                    -                              0.0% 0.0x August 1, 2022 Floating │ L + 1.00% Accordion to $1.5BN, minimum coverage covenant

7.375% Senior Unsecured Debentures -                              125.0                       0.4% 0.0x March 1, 2027 Fixed │ 7.375% Redeemable at any time

Capital Leases -                              845.0                       2.5% 0.2x

Total Secured and Unsecured Debt 1,000.0                   3,396.0                   10.2% 0.8x

Unamortized Premium and Debt Issue Cost (19.0)                        

Total Debt 3,377.0                   10.2% 0.8x

Net Debt 1,523.0                    0.3x

Market Capitalization 28,309.7                 85.2% 6.4x

Total Capitalization 33,209.7                 100.0%

LTM EBITDA $4,407.0

Southwest Airlines Capital Structure

Figure 21:   Southwest Airlines Debt Profile



December 31, 2018

(in $ millions, except share and per share)

Undrawn

Amount

Outstanding

Amount

% of

Total Cap

EBITDA

Multiple Maturity Date Interest Rate Notes

Cash & Equivalents 1,694.0                    

Secured Credit Facilities:

Term Loan -                              1,474.0                    3.1% 0.3x April 1, 2024 Floating │ L + 1.75% Rate can be (alt + 0.75%), 0.25% principal paid back quarterly

Revolving Credit Facility 2,000.0                    -                              0.0% 0.0x April 1, 2022 Floating │ L + 2.25% (alt + 1.25%), commitment fee is 0.75% / year on undrawn

Other Secured Financings:

EETC Notes Payable -                              8,811.0                    18.7% 1.6x 2030 Fixed │ 0.00 to 9.52% Secured by United's aircrafts

EETC Notes Payable -                              2,051.0                    4.3% 0.4x 2030 Floating │ Variable L + 1.05 to 1.75%, secured by United's aircrafts

Total Secured Debt 12,336.0                 26.1% 2.2x

Unsecured Senior Notes:

6.375% Senior Unsecured Notes -                              300.0                       0.6% 0.1x June 1, 2018 Fixed │ 6.375% UAL issued, United guarantor

4.250% Senior Unsecured Notes -                              400.0                       0.8% 0.1x October 1, 2022 Fixed │ 4.250% UAL issued, United guarantor, CoC 101%

5.000% Senior Unsecured Notes -                              300.0                       0.6% 0.1x February 1, 2024 Fixed │ 5.000% UAL issued, United guarantor, CoC 101%

Other Unsecured Financings:

Other -                              300.0                       0.6% 0.1x August 1, 2022 Floating │ L + 1.00% Accordion allows increase to $1.5BN, min. coverage covenant

Total Secured and Unsecured Debt 2,000.0                   13,636.0                 28.9% 2.5x

Unamortized Premium and Debt Issue Cost (191.0)                      

Total Debt 13,445.0                 28.5% 2.4x

Net Debt 11,751.0                 2.1x

Market Capitalization 22,033.6                 46.7% 4.0x

Total Capitalization 47,229.6                 100.0%

LTM EBITDA $5,532.0

United Airlines Capital Structure

Figure 22:   United Airlines Debt Profile
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Sources

https://www.forbes.com/sites/edwardsiedle/2010/09/10/pbgc-pension-termination-a-workers-perspective-by-terry-orourke-united-airlines-december-15-2007/
https://dealbook.nytimes.com/2011/11/29/american-airlines-parent-files-for-bankruptcy/
https://www.eia.gov/outlooks/steo/report/summerfuels.php
https://www.cnbc.com/2019/03/24/heres-the-one-big-looming-threat-facing-oil-commodity-expert-says.html
https://www.cnbc.com/2019/03/24/boeing-max-american-airlines-cancelling-90-flights-daily-as-boeing-737-max.html
https://www.cnbc.com/2019/03/25/boeing-readies-software-fix-for-737-max-planes-airlines-prepare-for-longer-disruptions.html
https://www.cnbc.com/2019/03/25/bond-market-says-a-recession-is-coming-and-the-fed-will-cut-rates.html
http://airlines.org/
https://www2.arccorp.com/articles-trends/sales-statistics/
https://economics.mit.edu/files/9411
https://www.moodys.com/
https://www.sec.gov/edgar/searchedgar/companysearch.html
https://www.lcdcomps.com/lcd/n/home.html
https://www.treasury.gov/resource-center/data-chart-center/interest-rates/Pages/default.aspx
https://finance.yahoo.com/


Charon Special Situations Group

https://www.linkedin.com/company/cssg/
https://www.charonssg.com/
mailto:charonssg@gmail.com

