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Matrix Impressions 

The biggest statutory loss in company history of $2.84 billion is not hard to quantify, as 
Qantas sees a $428 million redundancy charge and a $394 million write-off on fleet 
retirements. The company is also taking a $2.6 billion write-down to its international 
airline. The write-down sees a A$497 million loss completely reversing the gains made 
in FY13.  

Its underlying figures are grim on a year-on-year read, with a pre-tax loss of 646 million 
as the airline wars are laid on the table which show much Qantas has suffered at the 
hands of Virgin. However, on a consensus basis, the read is well ahead. The clear stand-
out reasons are that the depreciation expenses are lower and its staff costs were also 
lower than expected. However, what is still concerning from a operational perspective 
is that passenger yields are poor and revenue passenger kilometres (RPK) are still 
sliding. On a slightly more positive note, available seat kilometres (ASK) did increase 
(however by 1.1%), but this does illustrate that Qantas has dropped its 65% capacity 
mandate and seat utilisation is picking up as this was negative in the first half.  

With this mass clear of the decks, has Qantas finally reached the bottom? Possibly; 
however further staff reductions could be a reality, and fuel and FX remain consistently 
volatile. 

What is an interesting move is the change to the international division. Qantas is 
creating a new holding, which is the biggest change to Qantas since privatisation, and 
gives the company the chance to increase its foreign ownership. The benefits are that it 
will ring-fence out its worst performing division, open up international partnership and 
most importantly insulate its profitable domestic business from foreign dilution. This 
new set-up looks very similar to how Virgin runs its international arm. 

Despite the poor headlines, the underlying beat on consensus and the fact that QAN is 
at the bottom of the cycle sees the matrix rate it as NEUTRAL. There is even room for 
broker upgrades as they asses the international spin-off and the clearing of legacy 
issues. It’s a horrible read, but some light is visible at the end of the tunnel. 

 

Where the market is positioned 
What the brokers think of QAN 

Matrix sees QAN as a NEUTRAL  

Previous Closing 
Price 

Consensus  
Price Target 

Premium or 
Discount 

$1.31 $1.29 1.55% Premium 

The market versus the brokers on QAN’s share value 

KEY FINDINGS 
 

1. Qantas International to become new holding to increase foreign ownership 
2. Cost-cutting program to continue, harder cuts to come – restructure still in play 
3. Outlook is for stabilisation in market conditions 

What IG clients think of QAN 

Buy, 
4, 

27% 

Hold, 
7, 

46% 

Sell, 
4, 

27% 

Long 
64% 

Short 
36% 
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Actual 
Earnings 

FY14 
actuals 

FY13 
actuals 

YoY 
Change 

Comment 
I
G 

Revenue (m) $15,352.0 $15,902.0 -3.46% Competition continues to hit revenue seen in the revenue passenger kilometre numbers M 

Underlying Net 
Profit (loss) (m) 

-$646.0 $186.0 -447.31% QAN International is one of these latest thorns in the results as it is only degrading further M 

QAN 2014 FISCAL YEAR NUMBERS – KEY FIGURE COMPARISONS 

Actuals Vs 
Consensus 

FY14 
actuals 

Consensus 
Estimates 

Diff. Comment 
I
G 

Revenue (m) $15,352.0 $15,322.20 0.19% 
In-line numbers, passenger revenue down, freight and loyalty offsetting the fall in core 
business  

I 

Underlying EBIT -$440 -$543.00 18.97% 
Fuel and staffing costs, FX headwinds and a steady decline in passenger numbers all 
contributing to negative earnings 

B 

Underlying Net 
Profit (loss) (m) 

-$646.0 -$749.80 13.84% 
Narrower than estimated on lower write-off and a relaxation of competition at the back-
end of FY14 

B 

Equity Matrix rank 

Mean average 

Beat Miss Inline 

Long Short 

FY14 Output Actuals 
Company 
Guidance 

Diff. Comment IG 

QANTAS Domestic $30.00 $365.00 -91.78% 
Mass weakness seen due to competition, leading to yield weakness and poor passenger 
loading 

M 

QANTAS 
International 

-$497.00 -$246.00 -102.03% 
Mass write-down - to create new holding to increase foreign ownership on QAN 
International 

M 

Jetstar -$116.00 $138.00 -184.06% Jetstar Asia remains locked in legal battles as domestic arm slides in to the red M 

Loyalty $286.00 $260.00 10.00% 
Record read, membership up 8% seeing billing up 8%, its finance division also preforming 
well 

B 

*Sources: Actuals – QAN Media release Consensus numbers - Bloomberg 
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QAN 2014 FISCAL YEAR NUMBERS – THE INVESTMENT CASE 

Technical View 
QAN has been consolidating over the last few weeks and the bulls will want to see a close above clear supply at A$1.345, which is also a double-
top. There is no real trend to the price action at present and clearly a new catalyst is needed. 
 
Sector View 
Airlines globally can be divided into new age and traditional. Low-cost, high seat utilisation carriers that provide transport for traditional and new 
age routes will continue to grow market share. Traditional airliners continue to suffer from legacy issues around staffing and ageing fleets, 
coupled with cost increase in fuel and maintenance. The traditional airliners that have to address these issues and are undertaking restructuring 
remain the preferred option of those still fighting the cost battle on may fronts. 
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DISCLAIMER:  

IG provides an execution-only service. The material above does not contain (and should not be construed as containing) personal financial or 

investment advice or other recommendations, or an offer of, or solicitation for, a transaction in any financial instrument. No representation or 

warranty is given as to the accuracy or completeness of the above information. Consequently any person acting on it does so entirely at his or her 

own risk. The information does not have regard to the specific investment objectives, financial situation and needs of any specific person who may 

receive it. IG accepts no responsibility for any use that may be made of these comments and for any consequences that result. IG Markets Limited 

ABN 84 099 019 851, AFSL 220440. 

DEFINITIONS: 

INLINE: The author considers a result within +/-2% of estimates or comparable actuals as INLINE and are unlikely to be seen as materially 

different. That is not to say that under certain circumstances a beat or miss of 2% will would not be seen as a market sensitive but it is likely to be 

less material than a result outside of these boundaries.  


