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1 Executive summary 

The purpose of this thesis is to estimate the share price of Norwegian Air shuttle ASA per 18.04.2013. In 

order to obtain this estimate we analyze the strategic environment in which Norwegian Air Shuttle ASA 

operates, and use this as a basis for financial analysis, forecasting and finally a valuation.   

In our strategic analysis we uncovered fierce competition in the European market. The industry is 

characterized by low entry barriers and intense price competition. Companies such as Ryanair and easyJet 

were found to be the toughest competitors. This was confirmed in the financial analysis, were we found that 

these companies were the most cost efficient and performing well above the level of Norwegian Air Shuttle 

ASA.  

The company faces both challenges and opportunities in relation to the future development in competition. 

We believe the price competition will contribute to push ticket prices down and subsequently the revenue 

growth of Norwegian Air Shuttle ASA. However, the dire situation of the Scandinavian market leader SAS 

gives opportunities for market share takeovers. In addition, the expansion into new markets through long-

haul operations is probably well timed, as we uncover great passenger potential in emerging markets.  

In our forecast we predict that unit costs, as well as unit revenues, will fall the next 10 years. A large, new 

and modern aircraft fleet will push unit costs down and enable Norwegian Air Shuttle ASA to compete on 

the same premises as its main competitors. We also believe that the company will continue to be able to fill 

its planes, as air travel demand will be prominent in new markets.  

In the valuation section, we apply the acknowledged Discounted Free Cash Flow and Discounted Economic 

Profit models in order to obtain a value of Norwegian Air Shuttle ASA.  From these models we have 

obtained a value per share of 291 NOK which indicates an undervalued share and an upside potential of 

24.39 percent. A sensitivity analysis shows that the share price is particularly sensitive to fuel price and the 

level of unit revenue. Monitoring the development of these factors is believed to be especially important for 

potential investors. Due to the concluded share price, as stated above, we propose a buy recommendation on 

Norwegian Air Shuttle ASA per 18.04.2013. 
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2 Introduction 

Norwegian Air Shuttle ASA (from here after referred to as NAS) is a Norwegian low cost airline, which has 

worked its way up to become one of the major airlines in Europe. In mid 2012, the company had orders on 

279 aircraft, thus adding to the current fleet of 68.The strategy of the company suggests further 

internationalization and expansion. As one of the first low cost airline in the world, NAS is starting long-haul 

operations and brand new aircraft are due to enter service on routes to New York, Ft. Lauderdale and 

Bangkok in 2013.  

The company is surviving in a highly competitive industry, and NAS has been able to grow and generate 

profit where numerous others have failed. The financial crisis hit many industries hard and the airline 

business was no exception. Former European competitors Cimber-Sterling and Spanair have gone bankrupt 

and NAS’s current main competitor SAS is going through major restructuring in order to survive. On the 

other hand, companies such as Ryanair and easyJet are growing fast and represent considerable competition 

for NAS. 

The thesis aims to obtain a fair value of the share price of NAS, a price that has skyrocketed since the initial 

public offering in 18.12.2003. Historically, the airline industry has been among the industries that yield the 

lowest return to shareholders. Therefore, this thesis will investigate how value is created for shareholders and 

conclude on whether the share is over- or undervalued. The figure below shows the development of NAS’s 

share price since the IPO. 

 

 

 

 

 

 

 

Figure 2.1: Historical Share Price Development 
Source: Own Creation & Datastream 
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2.1 Problem statement 

In this paper, we will conduct a valuation of NAS, based on several well-known and acknowledged analysis 

techniques. To achieve the end result of a good and proper valuation, we have decided upon the guidance of 

the following overall problem statement: 

What is the fair value of Norwegian Air Shuttle ASA on April 18th 2013? 

In order to answer this problem statement, we will need to investigate a number of sub-elements. As stated 

above, a valuation relies on several individual components. Therefore, we will build the overall problem 

statement on the following five sub-elements: 

Company Overview: 

o How has the historic development of NAS lead to the current strategic path? 
 

o Who are the main competitors and in which markets are these present? 

Strategic elements: 

o Which macro- and microeconomic factors have an impact on the industry, and how do they affect 
the earnings of NAS? 
 

o Do NAS’s internal resources provide a competitive advantage? 
 

Financial performance: 

o What is the quality of the financial reports and how well suited are they for forecasting and 
valuation?  
 

o  What are the key financial value drivers in the industry? 
 

o How does financial ratios compare to peers? 
 

Future performance: 

o To what time-horizon should they be forecasted? 
 
o What are the financial prospects of NAS?  

 

Valuation 

o Which valuation models should be utilized and how well do they produce unbiased estimates? 
 

o How sensitive are the valuation estimates to changes in input? 
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2.2 Methodology 

The purpose of this section is to give the reader an understanding of the different models and data used in the 

different sections of the paper.  

2.2.1 Data collection 
The data used in this thesis will consist of public accessible data and information only. We will write the 

thesis from an investor’s point of view and it is unreasonable to believe that an investor in a publicly traded 

company will have any insider information. In addition, acknowledged theory suggests that a semi-strong 

form of market efficiency describes the market. We therefore argue that the challenge when finding the fair 

value of NAS will be to analyze and understand the vast amount of publicly available information rather than 

investigating for insider information. 

As the thesis will consist of both strategic and financial analysis, both qualitative and quantitative data will 

be used. As no direct contact will be established between the authors and the company, all data is critically 

reviewed. The main sources of information will be the annual reports of NAS and its competitors. The 

annual reports of Norwegian Air Shuttle and its peers are prepared in accordance to International Financial 

Reporting Standards (IFRS). As IFRS is a EU adapted standard, we consider its reliability to be high.  

In addition, this information will be supplemented with newspaper articles, statistical data, academic 

literature, market reports, and information from company web pages. The data gathered from these sources 

have been subject to careful evaluation regarding reliability and validity.  

For the empirical analysis, data has been collected from Datastream and Thomson One Banker. Datastream 

provides statistics and general company data, while Thomson One Banker is a system that gathers data from 

multiple sources and thus provide consensus estimates.   

Throughout our thesis, we have based our analysis on three primary sources of valuation literature. These 

sources are valuation books written by Damodaran (2012), Koller et al. (2010) and Petersen and Plenborg 

(2012). A critical approach has been applied in the utilization of these books. This way we believe we have 

been able to extract the most relevant theory from each source, in order to end up with the best possible 

result.    
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2.2.2 Research Design 
The thesis will be constructed as a real-life investment case, where we apply various models and frameworks 

in order to obtain a realistic share price for Norwegian Air Shuttle ASA. The thesis will be presented as 

compilation of four major parts. The figure below gives a graphical presentation of the thesis-structure.  

 

 

Figure 2.2: Thesis Structure 
Source: Own Creation 

Each part will be summarized by a partial conclusion, which is meant to answer the sub-elements of the 

problem statement.  

The company overview will provide a presentation of Norwegian Air Shuttle as well as a presentation of the 

companies we have chosen to form the peer group. The strategic analysis will analyze the factors that affect 

the company on both an internal and external level. In our financial analysis, we will rearrange the most 

important financial reports as well as investigate the most important value drivers. In the forecast we will use 

our findings in the previous chapters to create a pro forma income statement, a pro forma balance sheet and 

subsequently a pro forma cash flow statement. The results of the forecast will then finally be applied in 

various valuation models in order to obtain a share price estimate of NAS. Models applied in each section 

have been carefully selected and based on commonly accepted theories and frameworks.  

2.2.3 Demarcation 
As the purpose of the thesis is to obtain a fair share price of Norwegian Air Shuttle ASA per 18.04.2013, all 

data published after this time will be disregarded. We believe this date to be a natural cut off point, as this is 

the date of the 2012 annual report release. 
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3 Norwegian Air Shuttle ASA – An overview 

Norwegian Air Shuttle ASA, hence forth NAS, is a publicly traded airline company that competes in the 

European market. The company was re-launched as a low-cost company in 2002 after 9 years as a regional 

route operator in Norway. NAS was listed on Oslo Stock Exchange in December 2003 and has since then 

grown to become one of the largest low-cost airlines in Europe. 

3.1 The history of NAS 

Norwegian Air Shuttle was established in 1993 to service the regional routes of Western-Norway on behalf 

of Braathens S.A.F.E.  

After the takeover of Braathens by SAS in 2001, NAS’s route operations contract was terminated. Following 

the loss of the contract with Braathens, NAS re-branded as “Norwegian” and launched low-cost carrier 

services on the Norwegian domestic market. In order to compete with the former monopolist SAS Braathens, 

NAS started servicing the most profitable routes between Oslo and the biggest Norwegian cities.1

In 2003, NAS went public on Oslo Stock Exchange. Great interest in the share gave the company a flying 

start on the stock market. The following year NAS expanded its operations to include European destinations, 

through cooperation with Fly Nordic and Sterling. 

After a few years operating with losses, NAS 

experienced its first year of positive earnings in 

2005.  

 

Since 2005, NAS has delivered solid results and 

continued its growth strategy. In 2012 they placed 

the single largest aircraft order in European history. 

A total of 222 aircraft were ordered from Boeing 

and Airbus, and with additional orders a total of 279 

planes are currently pending delivery. 

3.2 Corporate structure 

NAS consists of the parent company Norwegian Air Shuttle ASA, and the subsidiaries Norwegian Air 

Shuttle Sweden AB, Norwegian Air Shuttle Polska Sp.zo.o, AB Norwegian Air Shuttle Finland Ltd., Call 

                                                      
1 www.norwegian.no (2013) 

Figure 3.1: History of NAS 
Source: Own Creation & www.norwegian.no (2013) 
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Norwegian AS, Norwegian Finans Holding ASA (Bank Norwegian AS), NAS Asset Management, and NAS 

Asset Management Norway AS. 

 

Figure 3.2: Corporate Structure 
Source: NAS Annual Report Web Edition (2011) Corporate Structure 

The parent company is responsible for all flight operations, while the subsidiaries have various other 

purposes. NAS Sweden is fully owned and supplies crew and technical services in Sweden and Finland. AB 

NAS Finland (100 percent ownership) has had no activity the last couple of years. Call Norwegian (100 

percent ownership) provides mobile and content services such as mobile broadband, airport Wi-Fi and Voip. 

Norwegian Finans Holding ASA (100 percent ownership) holds a 20 percent ownership share in Bank 

Norwegian AS, this company manages among other things the airline’s loyalty program, Norwegian Reward. 

NAS Asset Management Norway and NAS Asset Management (Ireland) are special purpose vehicles (SPVs) 

established for aircraft financing purposes, where the parent company owns 100 and 99.9 percent 

respectively in the two companies. The remaining 0.1 percent of NAS Asset Management is held by NAS 

Asset Management Norway AS.2

3.3 Corporate Governance 

 

This section will familiarize the reader with the corporate governance structure of NAS. An overview of the 

ownership structure, management, board of directors, remuneration principles, and the structure of different 

committees and the annual general meeting will be provided. The purpose, along with familiarizing the 

reader with NAS, is to reveal if there are any factors that might have a negative impact on the company’s 

value. We will briefly summarize the key information regarding the different corporate governance sections 

before we finally give an indication on how corporate governance might impact the value of NAS. 

                                                      
2 NAS Annual Report Web Edition (2012) Corporate structure 
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In general NAS states that their objectives for corporate governance are to maximize shareholder value while 

creating added value for all stakeholders. They state that their governance principles are designed in 

compliance with laws, regulations and ethical standards.3

3.3.1 Ownership structure 

 

NAS is listed on the Oslo Stock Exchange (OSE), with 35 162 139 shares outstanding by the end of 2012 at 

a nominal value of NOK 0.10. Both private and institutional investors make up for the total number of 

shareholders (5 333). The vast majority are however Norwegian, with foreign ownership limited to 24 

percent. HBK Invest AS, which is owned by NAS founder and CEO Bjørn Kjos and his family (91.76 

percent) and chairman of the board of directors Bjørn H. 

Kise (8.24 percent), is the company’s largest 

shareholder with 26.99 percent. The twenty largest 

shareholders control 60.38 percent of the company. In 

this context it is interesting to note that Finnair PLC, one 

of NAS’s competitors was the second largest 

shareholder by the end of 2012 with ownership stakes of 

4.69 percent. This is because a previous acquisition was 

paid partly in stocks.  

NAS has only one class of shares, and there are no restrictions on trading. Transactions are generally carried 

out through stock exchanges, and share buybacks if any are carried out at market prices.4

3.3.2 Management 

 NAS has in their 

articles of association determined that it is in the shareholders best interest to retain earnings to focus on 

further investment opportunities and growth. Dividends are therefore not paid. 

In this section of the paper we will focus on the executive management compensation. This will hopefully 

give an indication on whether the management’s goals are aligned with the interests of the previously 

mentioned stakeholders. Prior to the compensation overview an introduction of key executive management is 

in order, primarily to further acquaint the reader with the company.  

The executive management consists of CEO Bjørn Kjos, CFO Frode E. Foss, COO Asgeir Nyseth, along 

with four Senior Vice Presidents. Bjørn Kjos is also the founder of the company. He has six years of 

experience as a fighter pilot for the Royal Norwegian Air Force, and 20 years of experience from legal 

practice. Frode E. Foss has experience from management consultancy and auditing. He has been the CFO of 

the company since its relaunch as a LCC in 2002. Asgeir Nyseth is an aeronautical engineer. Before joining 
                                                      
3 NAS Annual Report Web Edition (2012) Corporate governance 
4 NAS Annual Report (2012) p.11  

HBK Invest AS - 26,99%

Finnair plc - 4,69%

Skagen Kon-Tiki - 4,63%

Skagen Vekst - 4,28%

JP Morgan Chase -
2,34%

Danske Invest - 2,08%

Figure 3.3: Ownership Structure 
Source: Own Creation & NAS Annual Report 
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NAS in 2006 he was the CEO of Lufttransport.5

 NAS has a set of guidelines determining the executive management’s remuneration. They state that “the 

principles of leadership remuneration in Norwegian Air Shuttle ASA are to stimulate a strong and lasting 

profit oriented culture”.

 Combined, the management team has extensive expertise in 

their fields of responsibility and from the aviation industry.  

6 The CEO’s remuneration is determined by the board of directors, while the board of 

directors only sets guidelines for the remuneration of other executive managers. Most of the remuneration 

consists of a fixed salary. Other benefits such as company car, insurance plan, and free internet/telephone are 

also given. Management can be awarded a special compensation for especially profit enhancing projects. The 

CEO is however never entitled to any form of performance based salary or bonus. However, he is as 

mentioned the largest shareholder in the company through his ownership in HBK Invest. No performance 

based bonus was given in 2012. It is however important to note that the executive management is part of the 

NAS Group’s voluntary stock option plan that all employees can be a part of. In 2012 the contribution of the 

stock option plan was on average 10.8 percent of the executive management’s total pay.7

3.3.3 Board of Directors 

 

This section will examine the composition of the board of directors, how they work, their election process, 

and their role in potential takeovers. The purpose is to give the reader further insights in the corporate 

governance of NAS. 

The board of directors has seven members, of which three are employee representatives. They are elected 

every second year by the election committee, which is determined at the general assembly and consists of 

four members. Interestingly, the chairman of the board is a fixed member of the election committee, which is 

a deviation from the Code of Practice for Corporate Governance.8

Regarding potential takeovers, the board of directors state that they will act in the best interest of the 

shareholders. They claim to refrain from taking any obstructive action unless this is agreed upon by the 

General Assembly. In this context it is important to remind the reader that the board is only elected every 

second year. Although this is not directly a takeover defense, it at least puts a time limit on potential 

 It has however until this date always been 

agreed upon at the general assembly. Other members of the election committee are represented by one 

employee and two external members representing major shareholders. The board’s tasks are to work with the 

company’s objectives and strategies, and ensure that they are implemented by the Group’s executive 

management. Additionally the board acts as the company’s audit committee, even though this is not in line 

with the Code of Conduct for Corporate Governance. 

                                                      
5 www.norwegian.no (2013) 
6 NAS Annual Report (2012) p.34 
7 See Appendix 56 for calculations 
8 NAS Annual Report (2012) p.12 
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acquirers. In addition the company’s bond issue has a change of control clause that allows lenders to call for 

redemption of the bonds at par in the event of a change of control. This might also limit takeovers. For 

instance, if the company approaches bankruptcy, let’s say because of poor management, the debt would be 

valued below par because of the default risk. Then, potential raiders would defer from acquiring the 

company to replace the management and put the company back on the right track because the lenders would 

be able to call the bonds at par, making the debt much more expensive than its market value. Although this 

last example does not directly involve the board of directors, we thought it fitting to include due to the 

potential impact it would have on a takeover attempt.  

3.3.4 Summary 
We will now try to add the corporate governance pieces together in order to find out whether NAS’s 

corporate governance practice could have any significant effect on the value of the company.  

The company has only one class of shares. This can be positive and is relatively rare for public companies 

still owned and controlled by the founder. One too often observes family or founder controlled companies 

with dual class shares. Recent examples include dual class share issues from companies such as Linkedin, 

Facebook and Google, where the founders control the majority of voting rights. The fact that this type of 

ownership structure is absent in NAS suggests that Bjørn Kjos’ interests are very much aligned with the rest 

of the shareholders’. It would seem that his main focus is the residual rights he obtains by holding shares in 

the company, not necessarily the power and/or the potential satisfaction he gets from controlling the NAS 

“empire”. An example of the CEO’s eagerness to generate value for him and the other shareholders is when 

he almost sold his share in the company because he risked losing a large part of control to the pilots due to 

strikes, and therefore also losing the ability to focus on the company’s cost cutting strategies.9

In light of the mentioned procedures concerning the board of directors we have to address the fact that there 

are some limitations put on other shareholders. An argument can be made against the fact that the chairman 

of the board is powerful relative to many of his peers. The fact that he at all times sits in the election 

committee, that the board of directors is also the audit committee, and that board of directors is only elected 

every second year might limit the governance of NAS. However, since the chairman, Bjørn H. Kise 

indirectly owns 2.24 percent of NAS and using the same arguments made for CEO Bjørn Kjos in the 

 The single 

class of shares will easier enable other shareholders to replace the management and board of directors if they 

see that their activities are value destroying. This latter event is however unlikely due to the fact that Bjørn 

Kjos’ interest seems very inline with the value maximizing interests of the other shareholders.  

                                                      
9 Dagens Næringsliv, ”Fortvilet Kjos var dager fra å selge hele Norwegian”, dn.no, 06.08.2012, 

http://www.dn.no/forsiden/naringsliv/article2447338.ece. (accessed 12.03.2013). 
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previous paragraph, we find it unrealistic that other major shareholders would find the work of the board 

value destroying in the foreseeable future. 

Although there are some minor issues in the governance structure of NAS we have so far concluded that they 

will not affect value negatively. However, we question what will align the interests of the management with 

the shareholders’ when inevitably Bjørn Kjos (age 66) and Bjøn H. Kise (age 63) will have to retire. 

Currently, as previously mentioned, almost all of the executive management’s salary is fixed. Traditional 

corporate government literature then suggests that the management is more likely to start “empire building” 

compared to a management team with large parts of overall pay consisting of performance based pay. If one 

would isolate the remuneration structure of NAS and their latest aircraft purchases there should probably be 

raised questions whether the latter was the case. However, Bjørn Kjos is still the CEO and we believe that 

the purchases of aircrafts as well as most other activities in NAS are done in order to create value for 

shareholders and other stakeholders, as stated in the company’s annual report. 

3.4 Business Model & Strategy 

3.4.1 Vision and Core Values 
NAS’s vision is ”everyone should afford to fly”.10

3.4.2 Business Model 

 What they mean by this is that they want everybody to be 

able to travel by air through offering low cost fares. It is however important to note here that despite of their 

low cost profile, they still strive to provide a high quality travel experience and excellent service. This will 

be further elaborated in the company’s business model. NAS’s vision builds on their core values, which are 

“simplicity, directness and relevance”. What they mean by simplicity is that booking a flight with NAS 

should be simple. They also strive to make it as efficient and quick as possible for customers to get from 

their hometown to their destination of choice. The company’s directness should be interpreted as their effort 

to be direct and transparent in what they do. In effect they want their products and services to be easy to 

understand, and it should be easy to find a combination of products and services that suits each particular 

customer’s needs. In terms of relevance they aim to develop strategic capabilities that result in low cost and 

high efficiency. They always seek to improve passenger comfort as well as company performance through 

innovative thinking and solutions. 

“NAS intends to become the preferred supplier of air travel in its selected markets and to generate excellent 

profitability and returns to its shareholders”.11

                                                      
10 www.norwegian.no (2013) 

 The company’s model for achieving this is to offer low fare 

tickets, while at the same time maintaining a high quality in the services they supply. In order to obtain this, 

11 www.norwegian.no (2013) 
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the company must be innovative in the way they reduce their operational costs. One example on how they do 

this is their focus on having a modern fleet. By having state of the art aircrafts they enhance their customers’ 

comfort while reducing fuel costs. They also focus on giving their customers the opportunity to choose 

which products and services they want. For example, the most price-sensitive customers can chose only to 

buy the low-fare ticket, while more quality minded customers have the opportunity to upgrade their tickets in 

a number of additional ways at extra costs.  

In the future NAS will continue to focus on achieving a lean and efficient organization. This they believe 

will make their decision making process simple and direct, enabling them to adapt to new opportunities and 

changes in the market, as well as obtaining an entrepreneurial organization where every employee has the 

opportunity to affect innovation. 

3.5 Competitors 

In order to perform a realistic valuation of NAS, it is important to compare the performance of the company 

to the performance of its competitors. Throughout this thesis we will use a peer group for the purpose 

gaining insight in NAS’s relative performance and the strategic landscape in which it operates. In order to 

keep the complexity of peer-group analysis to a minimum we have decided to limit the number of companies 

to three in addition to NAS. We have focused on airlines that have similarities to NAS both in terms of 

geographical scope, and strategic focus. We consider SAS, Ryanair and easyJet to be NAS’s closest 

competitors. They have therefore been included in our peer group, and this decision is based on the 

following factors. SAS is the leader in terms of market share in Scandinavia and can be considered to be the 

closest competitor to NAS in this geographical area. Ryanair and easyJet are similar to NAS from a 

operational point of view; by operating with a strict focus on costs they are able to offer their customers low-

priced airfares. In addition, both companies are trying to gain shares in the Scandinavian market. We could 

have included companies like Finnair and Air Berlin, but we believe their strategic focus is quite different 

from that of NAS. Their market share in NAS’s primary markets is quite limited and they share the same 

characteristics as SAS (higher prices, extensive route networks and comprehensive services). The following 

sections of the chapter will give the reader further understanding of whom we consider to be NAS’s closest 

competitors. 
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101 destinations 

24 million 
passengers in 2012 

781 daily flights   

168 destinations 

79 million passengers in 
2012/2013 

1500 daily flights   

3.5.1 SAS 
SAS is a regional and international service provider 

based at major Scandinavian hubs such as Oslo, 

Copenhagen and Stockholm. SAS is the biggest airline 

in the Nordic-region and serves as the national airline of 

Norway, Denmark and Sweden.  

As one of the biggest airlines in the Scandinavian 

region SAS holds a 50 percent market share in Norway, 

31 percent in Sweden and 39 percent in Denmark. SAS possesses nearly 30 percent of total Nordic ASK12 

and 38 percent of its customer base is located in Norway.13

The main goal for SAS is to become the leading provider of air travels for the business segment in the 

Nordic region.

  

14

SAS has the recent years struggled with red numbers and poor profitability. In September 2011 a 

restructuring plan was launched. The 4Excellence Next Generation (4XGN) plan takes aim at increasing 

profitability and secure long-term financial preparedness. SAS delivered a negative result before tax of just 

above 800 million SEK in the first quarter 2013. Due to the restructuring plan, SAS expects to deliver 

positive results some time during 2013.  

 As SAS’s main focus is on business travelers, its market segment differs from that of 

NAS’s. It is still important to recognize SAS as a major competitor in the Nordic region, and especially on 

the Norwegian market, where it holds a considerable market share.  

Although they don’t follow the low cost strategies of competing LCC’s they are constantly working to 

reduce unit costs. A goal within the operational area of 4XGN was to reduce unit cost by 3-5 percent, which 

was delivered through an actual cost cut of 4 percent in 2012. A unit cost of 0.81 SEK was reported for 

2012.15

3.5.2 Ryanair 

  

Ryanair is an Irish ultra low cost carrier with primary base at 

Stansted, London. The company was founded 28 years ago 

and has been experiencing massive growth over the span of 

its existence. The airline operates 305 Boeing 737-800 and 

services routes all over Europe. Ryanair is NAS’s biggest 

                                                      
12 See Appendix 1 for an explanation of ASK 
13 SAS Annual Report (2012) p.17 
14 SAS Annual Report (2012) p.3 
15 SAS Annual Report (2012) p.93 

Figure 3.4: SAS Overview 
Source: Own Creation & SAS Annual Report (2012) 

Figure 3.5: Ryanair Overview 
Source: Own Creation & Ryanair Annual Report 
(2012) 
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competitor on the European market and the Irish company has also made efforts to enter the Norwegian 

domestic market.  

Ryanair’s strategy is to establish itself as the leading low-fares scheduled passenger airline in Europe and is 

one of the biggest and most successful LCC’s in the world. The 2012 net profit of $672 million also makes it 

one of the industry’s most profitable. With its ultra low fares focus, Ryanair was able to offer average fares 

of € 45 to its customers in the second quarter of their fiscal year 2012/13.16

Ryanair’s policy of keeping its fleet relatively new (4 years age on average

 

17

3.5.3 easyJet 

) has made it one of the most 

environmental friendly airlines in the world. This is a part of the airline’s strategy to attract the evermore 

environmental aware customer base. Compared to prior years of operation, Ryanair is now also shifting 

focus more towards customer service. Fewer cancelations, on-time flights and low lost-luggage rates are 

among the focuses for future growth in profitability. 

easyJet is a British LCC operating from its main base 

Luton Airport London. It is currently operating 214 

planes and services short-haul routes in Europe. easyJet 

is the fourth largest medium-haul service provider in 

Europe and currently hold a 8 percent market share.  

The airline reported profit before tax 317 M GBP in the 

fiscal year 2012/2013. easyJet just recently entered the 

FTSE 100 with a market capitalization of more than 4 billion GBP. 

In March 2013 easyJet announced that they would commence flights between Bergen, Norway and London. 

The company expects to carry more than 100,000 passengers annually on this route.18

easyJet presents its competitive advantages through the following factors: Strong position and market share 

at the most important European hubs, such as London, Paris, Milan, Amsterdam and Geneva, focus on 

primary airports (London Gatwick, Paris Charles de Gaulle, Milan Malpensa etc.), low cost, efficient and 

flexible business model derived from scale and cost advantage, and a young and efficient fleet as well as an 

efficient and robust capital structure.

 

19

Due to the above mentioned characteristics, we consider easyJet to have the most similar business model to 

NAS. 

 

                                                      
16 Ryanair Annual Report (2012) p.6 
17 Ryanair Annual Report (2012) p.6 
18 www.easyjet.com (2013) 
19 easyJet Annual Report (2012) p.10-19 
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59 million passengers in 
2012/2013 

1000 daily flights   

Figure 3.6: easyJet Overview 
Source: Own Creation & easyJet Annual Report (2012) 
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4 Strategic Analysis 

The previous chapter provided the reader with a brief 

understanding of the history and business model of 

NAS, as well as an overview of its closest 

competitors. In order to perform a proper valuation it 

is crucial to obtain as good estimates of future cash 

flow as possible. A strategic analysis will help us 

understand the financial performance of NAS and its 

peers. The value of NAS is to a large degree 

determined by the state of the macro-environment (i.e. 

factors that are out of NAS’s control), the state of the micro-environment (i.e. how NAS and its peers act in 

the macro-environment and compete with each other), and the degree in which NAS is able to utilize its 

resources and capabilities. It is important to thoroughly analyze these factors, both to understand the 

company’s past performance, and to be able to forecast its future performance. The following sections will 

provide the reader with an understanding of the different strategic environments and the company’s internal 

resources. We will thereafter summarize and conclude on NAS’s strategic position in a SWOT-analysis, 

where we examine its strengths, weaknesses, opportunities, and threats.  

4.1 PESTLE 

The PESTLE framework is based on an analysis of 6 factors which influences the industry in which the 

companies operate.20

4.1.1 Political factors 

 We examine political, environmental, social, technological, legal and economical 

factors, and how these factors may affect the performance of the industry. 

The future success of NAS depends heavily on the regulation of all markets in which the company operates. 

It is important to recognize the impact factors such as taxation policy, subsidized competitors and market 

regulations have on profit.  

Traditionally, the Norwegian airline industry has been heavy regulated. Along with several other important 

factors, deregulation of the airline market paved the way for airlines such as NAS to enter into Norwegian 

operations. Today NAS is facing upsides and downsides of government policy, both on the Norwegian 

domestic market as well as the international market. The following section addresses political challenges 

NAS faces in the different markets of operation. 

                                                      
20 Anthony Henry, Understanding Strategic Management (Oxford University Press, 2008),  p.51 
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Figure 4.1: Strategic Analysis 
Source: Own Creation 
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4.1.1.1 Norwegian regional market concerns 

Avinor holds the position of regulating instance in the Norwegian airline market. It is a 100 percent state-

owned company that operates most of the commercial and civil airports in Norway. Of the regulations still 

enforced by Avinor, operation permits is one of the most important. 

Since the early 2000’s, Ryanair has tried to gain access to the Norwegian regional market. Avinor has on 

more than one occasion declined Ryanair’s requests of 80 percent reduction of fees and taxes, limiting the 

Irish airline operations to the non-Avinor airports Rygge and Torp.21

4.1.1.2 Nordic market concerns 

 Granting Ryanair permit for operations 

on the most profitable routes would probably stir up market dynamics and put pressure on NAS’s domestic 

strategy. 

NAS’s business strategy is driven by free-market assumptions. In order to sustain competitiveness, NAS 

relies on fair competition with no special favors to certain players. The following paragraph addresses an 

ongoing dispute on favorable support to SAS from Scandinavian governments. 

 

The Scandinavian countries hold a total of 50 percent of total shares in SAS. After sequential years of losses, 

they still operate somewhat under the grace of state aid support. Governmental bailouts have saved SAS on 

numerous occasions, most recently a 3.5 billion SEK state-backed credit was granted by the Scandinavian 

owners. The European Low Fares Airline Association, of which NAS holds membership, has condemned 

this support. Seeking to ban the proposal of state support, ELFAA has requested the European Commission 

to stop the flow of illegal state aid to SAS.22

4.1.1.3 International market concerns 

  

As NAS expands internationally, the need for labor follows. In order to compete on the global market, Bjørn 

Kjos has opened for using foreign crew on flights to Asia. He has also uttered wishes that foreign crew 

should work under the same work condition as the local Asian competitors. Norwegian regulations states that 

foreign workers are subject to the same labor laws as Norwegian workers. Norwegian Labor Minister 

Anniken Huitfeld recently declined NAS’s appeal for special terms concerning crew used on the planned 

                                                      
21 Rune Thomas Ege, ”Ryanair: - Slik skal vi redde norsk luftfart” vg.no. 23.06.09, 
http://www.vg.no/reise/artikkel.php?artid=559054. (accessed 12.04.2013).  
22 Air Transport News, ”ELFAA submits formal complaint to Commission regarding illegal State aid to SAS” atn.aero. 
07.02.2013, http://www.atn.aero/article.pl?categ=&id=41678 (accessed 19.04.2013). 
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route to Asia. This has lead to NAS’s threatening to register airplanes, and possibly subsidiaries in Ireland.23

EU regulations are also important for NAS’s European market adaption. A program called the Single 

European Sky (SES) has been designed to boost efficiency of pan-European air travel. The program was 

established by the EU and was designed to reduce inefficient utilization of the European air space. The idea 

is combining blocks of monitored airspace rather than dividing them into regional areas. As estimations 

show that the program can save the European airline industry over EUR 5 billion every year
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4.1.2 Environmental Factors 

 it is apparent 

that SES is an important program in terms of profitability. 

The growth rate of the aviation industry has become a great concern for advocates of environmental 

sustainability. In this section we will elaborate on challenges facing NAS regarding environmental issues.  

Today, the airline industry produces 2 percent of global CO2 emission.25

• Airplanes are becoming more fuel-efficient. Less fuel consumption means less emission, as 

emissions relate to the direct fuel burn when operating aircraft. NAS has already showed their 

dedication to utilization of modern aircraft through regular fleet renewal the last few years.    

 This is a number that IATA has set 

as goal to reduce. To reach this goal, fuel efficiency innovation and alternative fuel usage are among the 

primary tools. A 25 percent reduction of emissions from 2005 to 2025 is the preliminary goal of IATA, and 

the organization aims for a 50 percent reduction in 2050. It is important for NAS to recognize these 

developments, as trend adaption is important for profitability. The following points are important factors 

when considering future trends of environmental awareness: 

• The EU Emissions Trade Scheme is a program already endorsed by NAS. The program requires all 

its members to surrender one emission allowance for every ton of carbon emitted26

• Alternative fuel is an innovation still not adapted by NAS. Biofuels are a source of more 

environmental sustainable fuels and have already seen successful tests with many airlines.  

. This program 

gives strong incentives to reduce emissions, as it in effect means paying more when emitting more. 

                                                      
23 Lars Magne Sunnanå, ”Norwegian får ikke sin vilje, antyder utflagging”, aftenposten.no.16.01.2013, 
http://www.aftenposten.no/okonomi/Norwegian-far-ikke-sin-vilje_-antyder-utflagging-7093491.html#.UbiaF5XTGDA 
(accessed 19.04.2013).  
24 ELFAA, “Airline industry condemns EU Member States on lack of progress on FABs to date”, elfaa.com. 
04.12.2012, http://www.elfaa.com/121204_Joint_press_release_FABs.pdf (accessed 20.04.2013). 
25 IATA (2013) 
26 Norwegian Annual Report Web Edition (2012) Environment 
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4.1.3 Social Factors 
In this section we will emphasize on the market outlooks in the airline industry. The customer base, 

represented by travelling passengers, is expected to experience massive growth over the next few years. In 

the IATA Industry Forecast 2012-2016, IATA reveals encouraging results concerning the future of the 

airline industry. According to the organization the total number of passengers serviced by airlines is expected 

to reach 3.6 billion in 2016. This represents a 30 percent growth compared to the 2.8 billion carried by 

airlines in 2011.27

The strongest passenger growth will occur in emerging markets such as Latin-America, The Middle East and 

the Asia-Pacific region. As NAS is expanding its operations to long-haul services to the Asia-Pacific area 

and the US, this is where market share growth would have the greatest impact on profitability. The number 

of passengers in the Asia-Pacific region is expected to grow with 380 million over the forecast period. The 

outlook for the US market is also positive. The US market is the single biggest market for international travel 

and is expected to reach 223 million passengers in 2016. The total number of world- wide international 

passenger travel is expected to grow to 1.45 billion, representing a compound annual growth rate of 5.3 

percent.

   

28

These outlooks are also shared by NAS’s CEO Bjørn Kjos, who predicts that Asian travelers are likely to 

account for 90 percent of tickets between the Far East and Europe within 15 years.

 

29

China is believed to be one of the most important markets 

in the close future, as more and more Chinese experience 

the possibility of air travel. As growth in emerging markets 

brings wealth and prosperity, the definition of air travel as a 

luxury good is becoming more and more obsolete. Figure 

4.2 shows the development of Revenue Passenger 

Kilometers (RPK, see Appendix 1 for definition) between 

China and Europe from 2003 to 2031 as predicted by 

Boeing.  

 Long-haul travels are 

shifting more against leisure travel, paving the way for LCC’s.   

                                                      
27 IATA (2013) 
28 IATA (2013) 
29 www.bloomberg.com (2013) 
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4.1.4 Technological factors 
The future performance of NAS depends heavily on the company’s ability to utilize technological and 

strategic innovation. As previously mentioned, NAS has orders on triple digit numbers of new airplanes. 

These planes represent the newest and most modern developments of aviation technology. Improved fuel 

efficiency is the common factor when describing the new generation of aircraft. In this section we will 

elaborate on the newest technological and strategic innovations in the aviation industry. By doing this, we 

wish to provide the reader with an insight into which trends are leading the way to airline industry 

modernization. 

4.1.4.1 Aircraft innovation  

New airplanes have reduced fuel consumption by a respectable share compared to the airplanes that rolled 

out of the assembly line only 10 years ago. Following reduced fuel consumption, C02 emissions have also 

dropped drastically. The following graph shows the development of airplane technology regarding reduction 

of fuel consumption. One can clearly see that fuel in liters per seat carried 1 kilometer has been reduced 

significantly for the new generation of airplanes. Note that this data only shows a descriptive picture and it 

does not show 100 percent accurate measures.   

 

Figure 4.3: Fuel Consumption Comparison 
Source: Own Creation, Boeing (2013) & Airbus (2013) 

4.1.4.2 Uniform fleet strategy  

Traditional carriers have often represented complex aircraft fleets, consisting of aircrafts from several 

different manufacturers. In recent years, many LCC’s have adapted the strategy of a uniform fleet, meaning 

one specific aircraft servicing all routes operated. Ryanair is a good example of such an LCC, as they 

currently operate a uniform fleet of over 300 Boeing 737-800s. The benefits of operating a uniform fleet lies 

in cost efficiency and responsiveness. Standardized maintenance routines are also cost saving perks 
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following such as strategy. The ability to quickly respond to aircraft malfunctions and subsequently easy 

replacement is valuable in terms of customer satisfaction. Although a uniform fleet provides several 

advantages, it limits route operations to the specifications of the airplane from which the fleet consists of. 

This means for example that Ryanair is limited to medium-haul operations due to the range of its 737-800s. 

4.1.5 Legal Factors 
NAS operates in a complex legal environment and is exposed to strict regulations concerning everything 

from aviation-safety to marketing laws. The company also faces legal challenges related to international 

expansion.  

In order to operate as a commercial airline, NAS must follow the rulings of several legislative organizations. 

The operations of NAS are always sensitive to changes in operational laws and safety regulations. Among 

the most important authorities within the aviation sector are the following: 

• International Civil Aviation Organization (ICAO) – A specialized agency of the United 

Nations, regulates the aviation industry through development of safety standards, efficiency 

standards and other regulations.30

• International Air Transport Association (IATA) – A trade association for airlines. Promoting 

airline interests through work on industry policy on critical aviation issues.

  

31

• European Aviation Safety Agency (EASA) – An organization working on behalf of the 

European Union. Its responsibilities include expert advice to the EU, implementation and 

monitoring of safety rules and approval of all organizations and companies participating in 

aviation operations.

  

32

• Luftfartstilsynet , Norwegian Civil Aviation Authorities – Norwegian domestic 

governmental organization with the main task of regulating and enforcing international 

aviation regulations, as well as developing regulations for operations in Norwegian air-

space.

  

33

NAS also face legal matters concerning other than those related to the organizations mentioned above. A 

recent legal incident shows that NAS not always acts properly when it comes to marketing, at least according 

to Norwegian consumer-rights authorities. After claiming to be Norway’s most punctual airline, NAS was 

ordered to terminate all advertising promoting these claims. The background for this ruling was NAS’s 

interpretation of punctuality. Norwegian authorities found the claims of punctuality to be misleading, as the 

claim was based on scheduled departure times, rather than arrival times. Such legal incidents can have 

  

                                                      
30 ICAO 
31 IATA 
32 EASA 
33 Luftfartstilsynet 
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negative impacts on NAS’s reputation and subsequently profits. In this case, where the ruling was in favor of 

SAS, these negative impacts can turn out evident.34

4.1.6 Economical 

  

Demand for air travels will generally be determined by the overall economic outlook. The world economy is 

still recovering from the recent financial crisis. The Euro area is still suffering from the effects from the 

Greek debt crisis and the overall bad economic performance of the PIIGS countries. According to the OECD, 

a hesitant and uneven recovery is projected over the next two years. Growth in the overall OECD area is 

expected, while the euro area is expected to experience recession well into 2013.35

4.1.6.1 GDP and demand for air travel 

 The euro crisis is still 

prominent and the future global economical development relies heavily on the outcome. In addition to the 

effect that the economical outlook has on demand, a major part of airlines’ costs, namely jet fuel or more 

precisely crude oil, is to a large extent determined by macroeconomic developments. The following sections 

will provide an understanding of the economical factors that will have a substantial effect on NAS’s value. 

Gross Domestic Product (GDP) is a measure of the total production and output of a country and in this 

section we will elaborate on the presumed relationship between GDP and air travel demand.  GDP is the total 

sum of capital investment spending, government spending, exports, imports and most importantly 

consumption spending.36 As commercial air travel consists 

mainly of leisure travel and business travel, which are directly 

related to economic activity, one can assume that GDP growth 

has a positive effect on demand for air travel. A “rule of thumb” 

in the airline industry is that demand for air travel grows twice 

as fast as GDP.37

Figure 4.4 shows the ratio of passenger growth to GDP growth from 2006-2011 for Norway and the EU area 

respectively. This graph supports the BCG multiple theory to a certain extent. Norway has on average 

experienced almost 5 times as high growth in passengers compared to GDP growth, while the EU is just 

below 2.  

 When looking at demand growth in relation to 

growth in economic activity, we look at the underlying 

development of the market and thus the underlying demand 

variables. This should not be confused with induced demand 

growth, which is a more microeconomic angle, taking pricing from airlines into consideration.  

                                                      
34 NTB, ”Forbrukerombudet misliker Norwegians punktlighetsskryt”, dn.no. 12.03.2013, 
http://www.dn.no/forsiden/naringsliv/article2578880.ece. (accessed 25.04.2013). 
35 OECD (2012) 
36 Moffet et al., Fundamentals of Multinational Finance (Pearson, 2012) p.97 
37 BCG (2006) 
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Higher demand for air travel can be a result of high purchasing power which again can be a result of high 

wages. High salary levels among NAS’s numerous Scandinavian employees could therefore to some degree 

offset the benefits of GDP growth. It should be noted that passenger growth can be a result of numerous 

factors, such as infrastructure development and increases in airline capacity.  

NAS is operating on the European market, but the biggest hubs of operation are located in the Scandinavian 

countries. Therefore, looking at the macroeconomic development of the Scandinavian countries is most 

relevant for NAS.  

Despite recession and slow growth in the euro area, Norway 

still experience economic growth. Oil reserves and solid 

macroeconomic policy ensures a strong economy. The OECD 

forecasts show a declining, but strong growth in GDP.38

4.1.6.2 Fuel prices 

 

Denmark has experienced slow recovery from the 07/08 

financial crisis and is as a EU member feeling the impact of the 

euro zone crisis. Sweden has been affected of international 

financial turbulence but is expected to perform well in the next few years due to prudent macroeconomic 

policies. 

We have now examined the most important macro-

economic factor regarding the demand for plane tickets. 

The future GDP development will probably have a huge 

impact on NAS’s future revenue growth. There is 

however also a very important external economic factor 

regarding the operating costs, namely jet fuel prices. 

IATA39

                                                      
38 OECD (2012) 

 estimates that the global airline industry’s fuel 

bill is going to total USD 210 billion in 2013, and that it 

will comprise 33 percent of total operating costs. They base this estimate on an average price of ICE Brent 

crude oil of USD 104.0 per barrel in 2013. As figure 4.6 shows, jet fuel prices have historically had a huge 

impact on the operating costs of airlines. We see that as the total fuel costs on a global basis increase, jet fuel 

as a percentage of operating costs also increase.  

39 IATA (2012)  

Figure 4.5: GDP Growth Scandinavia 
Source: Own Creation, epp.eurostat.ec.europa.eu & 
www.oecd.org 
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If we narrow down to NAS and its peers we see that 

jet fuel prices are of particular interest. As figure 4.7 

shows, the jet fuel prices have a larger impact on the 

LCC’s operating costs than on in this example, SAS. 

Ryan Air, the arguably “purest” LCC of the peers, is 

the company where jet fuel has the relatively largest 

portion of operating costs with 43.0 percent in 2012. 

NAS and easyJet have relatively similar portions of jet 

fuel as a part of their operating costs with 30.0 percent and 32.6 percent respectively in 2012. SAS has a 

much lower percentage (22.0 percent in 2012), which is probably because of the costs related to their focus 

on higher quality. The numbers suggest that the LCCs will be much more sensitive to fuel price changes than 

network carriers like SAS. This makes the jet fuel outlook very important to analyze, because it will 

probably have a huge effect on the value of NAS. 

In order to further analyze the impact jet fuel prices will have on the value of NAS we have to look at what 

drives the prices. The most common jet fuel is Jet A-1. It is based on kerosene and paraffin oil.40

 

 In other 

words, jet fuel is a refined product of crude oil. As figure 4.8 shows, the price of jet fuel and oil has 

historically followed the same price movements. It is therefore natural to further analyze what determines 

oil-prices.  

Figure 4.8: Jet Fuel & Oil Prices 
Source: Own Creation & Datastream 

Like most commodity prices, oil prices are basically determined by supply and demand. The supply side is 

usually broken down into OPEC (Organization of the Petroleum Exporting Countries) and non-OPEC 

production. The demand of oil is primarily driven by world economic growth or global industrial production. 

In addition many countries have oil inventories, the US for instance, had 1,079,944,000 barrels of crude oil 

                                                      
40 ALGLAS, ”Jet fuel: An intdroduction” alglas.com. 01.01.2013, http://www.alglas.com/jet_fuel.htm.(accessed 
03.04.2013).  
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(including their Strategic Petroleum Reserve) in 

their inventories on the 8th of March 2013.41

During 2012 we saw a growth in oil prices. This 

was primarily driven by lower OPEC production and increased demand from the US and emerging 

markets.

 An 

example on the importance of these inventories is 

when recent events like the sanctions on Iran (a 

member of OPEC) resulted in precautionary 

demand of oil into these inventories in fear of an 

oil crisis. 

42

When examining IMF’s projected demand we see that they expect a growth in global demand of 0.8 million 

barrels per day. This growth is expected to come solely from Brazil, China, and emerging markets in the 

Middle East and Asia.  

 The international monetary fund (IMF) projects a decrease in oil price of 3 percent in 2013. This 

is based on projections of recovered oil supply from OPEC compared to 2012, and strong growth in most 

non-OPEC producing countries, particularly in North America.  

According to IMF, world oil supply grew by 2.5 

million barrels per day in 2012, exceeding 

demand growth quite substantially. The 

difference between supply and demand lead to a 

growth in the previously mentioned inventories 

of more than 1 million barrels per day. IMF 

projects growth in non-OPEC production to be 

around 1 million barrels per day, which slightly 

exceeds their projection on demand growth. 

OPEC is, however, reportedly concerned with the relatively weakening demand and increasing supply. 

OPEC claims to strive to keep prices around USD 100 per barrel. This means that future OPEC supply will 

to a large extent depend on future oil price development. 

If we examine the current development of the oil price, we see that over the past couple of months the price 

has been very volatile, and that it has been decreasing. In 2013, to this date (18.04.2013), the ICE Brent 

Crude price reached its peak on the 8th of February at USD 119.15 per barrel. Since then, the price has 

almost experienced a free fall, plummeting to USD 98.32 per barrel on the 18th of April. The largest driver of 

                                                      
41 EIA (2013) 
42 IMF (2013) 

Figure 4.9: IMF Oil Price Forecast 
Source: IMF World Economic Outlook (2012) 

Figure 4.10: World Oil Supply Growth 
Source: IMF World Economic Outlook (2012) 
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the price decline is arguably the lower than 

expected growth in the Chinese economy. In 

addition, US supply is at its highest level since 

the summer of 1990, and the European 

economic outlook is still dire.43

The current outlook on oil prices is positive 

compared to just a few months ago seen from 

the eyes of NAS and its peers. A low oil price 

will result in lower jet fuel prices, which obviously result in lower operating costs, especially for the LCC’s 

relative to the likes of SAS. However, most airlines are hedging parts of their expected fuel consumption. 

NAS, for instance, secured 8,090 tons of jet fuel in 2012. This is to increase predictability and reduce 

volatility in their earnings. They do, however, according to themselves hedge a lower percentage of their 

expected fuel consumption relative to their competitors.

  

44

                                                      
43 www.bloomberg.com (2013) 

 In conclusion, although the airlines have the 

possibility to somewhat reduce their exposure towards fluctuating jet fuel prices, a large portion of their 

costs are linked towards a commodity they have limited control over. The future oil and jet fuel prices 

therefore have a massive potential to determine a large part of the value of NAS. 

44 NAS Annual Report Web Edition (2011) Letter to shareholders 

Figure 4.11: World Oil Demand Growth 
Source: IMF World Economic Outlook (2012) 
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4.2 Porters Five Forces 

There are many features in an industry that determine the level of profitability and competitive intensity. A 

good framework for assessing the level of competition was developed by Michael Porter, and it analyzes five 

sources of competitive pressure. The model presents three sources of “horizontal” competition: competition 

from substitutes, competition from entrants, and competition from established rivals; and two sources of 

“vertical” competition: the power of buyers and the power of suppliers are analyzed in order to gain 

understanding of the competitive environment45

 

.  

Figure 4.12: Porter's Five Forces 
Source: Own Creation & Grant (2010) 

4.2.1 Bargaining Power of Buyers 
In the output market, NAS must deal with the bargaining power of customers. When dealing with output 

markets, the strength of the bargaining power of customers depends on two factors: buyer’s price sensitivity 

and buyer’s relative bargaining power.46

For the airline industry, buyer’s price sensitivity depends heavily on differentiation of products. Airlines in 

general deliver the service of air travel. Low differentiation of products means less constriction of choice of 

supplier for the customer. Especially in the LCC segment, this means the customer is highly price sensitive 

and chooses airline on the basis of price, rather than additional service or loyal customer programs. This can 

indicate that the customer holds high bargaining power.  

  

Relative bargaining power relates to the actual willingness of a buyer to conduct a transaction with the 

supplier. This can rely on the customer’s knowledge of prices and the supplier’s ability to manage its 

                                                      
45 Robert Grant, Contemporary Strategy Analysis (John Wiley & Sons, 2010). p.71 
46 Grant, Contemporary Strategy Analysis, p.71 
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position.47

The arguments above lead us to the conclusion that buyers have a high degree of bargaining power.  

 It can be questioned, that through its focus on low prices, Ryanair has neglected its relationship to 

the customer through incidents of bad service and negative PR. In this way the company may lose customers 

on a different basis than solely price.  

4.2.2 Supplier power 
All companies have to relate to suppliers in order to deliver and offer a final product. In the airline industry, 

suppliers consist of such businesses as airplane manufacturers, fuel suppliers, maintenance providers and 

airports. Margins rely on prices negotiated with suppliers, and thus the power of these suppliers is of 

importance for airlines. One can also consider unions as a source of supplier power, as they historically have 

had a significant impact on airline industry profitability.48

4.2.2.1 Airplane manufacturers 

  

NAS is expanding its fleet of aircraft and therefore dealing with suppliers such as Boeing and Airbus. 

Deliverance of aircraft will continue well into the second half of the century and a relationship with Boeing 

and Airbus should be considered to be long-term when considering the aspect of maintenance and upgrades.  

These companies are the biggest airplane manufacturers in the world and practically have duopoly on the 

market on medium-haul to long-haul sized aircraft. There are of course other manufacturers such as 

Canadair/Bombardier, Embraer and Comac, but they still are much smaller companies and do not offer the 

same type of aircraft. 

A duopoly may represent high supplier power, as prices and output can become a result of a joint strategy 

between the two companies. However, in this case, one can expect that prices are set in favor of the 

customers, despite the fact that Boeing and Airbus share the market for certain types of aircraft.  

One reason is the evidence of fierce competition between the two companies. The two companies deliver 

products of high similarity, which represent direct substitutes. Examples of this are the Airbus A320 NEO 

versus the Boeing 737-MAX, the Airbus A350 versus the Boeing 787 Dreamliner and the Boeing 747 versus 

the Airbus A380. Another factor stimulating competition is the trend of large orders that has been evident in 

the airline business. At the base of this trend is the formerly mentioned uniform fleet strategy that results in 

large orders from one single manufacturer. This gives the manufacturers incentives for cutting prices and 

pursuing economics of scale-benefits. Larger orders also give the customer a higher degree of bargaining 

power. It is reasonable to believe that NAS negotiated good deals when placing such large orders as was 

done in 2011/2012.  

                                                      
47 Grant, Contemporary Strategy Analysis, p.77 
48 Grant, Contemporary Strategy Analysis, p.77 
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One could argue that the lack of direct substitutes for airplanes gives the manufacturers certain bargaining 

power, but overall we conclude that companies such as Boeing and Airbus hold low bargaining power.  

4.2.2.2 Crew and labor 

Another important input to the production of air travel services is the need for skilled labor. Stewardesses 

and pilots especially are subjects of relatively long education and can therefore not easily be replaced. 

Powerful unions give high negotiation power in questions such as salary and perks. Recently SAS had to 

fight its cabin crew and pilot unions in order to avoid default and bankruptcy.  

As NAS is expanding its fleet, the need for more pilots and cabin crew will follow. This demand for labor 

and thus the following expansion of unions will give crew and labor high bargaining power. As Scandinavia 

is a high-wage area, NAS could face high payroll costs. 

4.2.2.3 Fuel Suppliers 

Fuel is a commodity highly demanded by most industries. It is traded at market price and is subject to supply 

and demand. The supplier is definitely the most powerful with little or no bargaining power lying with the 

buyer. Hedging can be used as a tool to obtain stable costs and thereby neutralizing the power of the 

supplier. The development of alternative fuels can also decrease the power of fuel suppliers. Due to fuel 

hedging and the lack of negotiation on prices, we consider the bargaining power of fuel suppliers to be 

neutral. More on the subject can be found in the PESTLE analysis. 

4.2.2.4 Ground handling companies 

NAS uses independent ground handling companies for operations within Scandinavia and Europe. Smaller 

independent companies are not in a state of high bargaining power when dealing with airlines of NAS’s size. 

As long as NAS does not have to purchase services from in-house handling branches of other airlines, we 

conclude that bargaining power of handling companies is low.  

4.2.2.5 Airports 

Following deregulation on airport competition, many LCC’s have been able to cut prices due to favorable 

airport fees. The supplier power of airports can differ from destination to destination, as they each represent 

different market positions. In bigger cities such as London, several privatized airports compete and thus fees 

presented to airlines are pushed down. On the other hand there are airports in smaller cities that have 

monopoly on their services. This contributes to drive prices up. NAS has its main market of operations in 

Norway, where most airports are state owned through Avinor AS.  

The majority of cities in remaining markets operated by NAS are served by only one airport, and therefore 

we conclude that bargaining power of suppliers is high.  
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4.2.3 Threat of entry 
If an industry earns a return on capital in excess of its cost of capital, it will act as a magnet to firms outside 

the industry. If the entry of new firms is unrestricted, the rate of profit will fall toward its competitive level.49

4.2.3.1 Capital requirements 

 

In order to gather an image of the overall profitability of NAS and its peers it is therefore important to 

examine how potential new competitors will react to the entry barriers, if any, in the airline industry. Michael 

Porter operates with seven different barriers in his legendary Harvard Business Review publication from 

1979. We will analyze those relevant for the airline industry.  

The average price of NAS’s most used airplane, the Boeing 737-800 was USD 89.1 million in 2012.50 This 

could lead one to intuitively believe that the capital requirements to start up an airline are high. However, as 

we shall see, there are numerous ways to finance an aircraft that would suggest that the capital requirement 

entry barrier is not as high as existing airlines probably would prefer. Porter51

In addition to the fact that traditional financing, e.g. from banks or syndicates of banks, is relatively cheap 

and easy to obtain, other factors make aircraft financing more easily available. One of these is export credit 

loans.

 even uses the airline industry 

as an example when he discusses capital requirements: “For aspiring air carriers, for instance, financing is 

available to purchase expensive aircraft because of their high resale value, one reason why there has been 

numerous new airlines in almost every region”.  

52 Typically, aircraft manufacturers employ a lot of workers. It is therefore in the interest of the 

governments in the countries where the aircrafts are manufactured to sustain the profitability of the 

manufactures. By doing this they are more likely to prevent downsizing of the workforce. One way of 

“helping” aircraft manufacturers is to secure the loans of airline companies through export credit loans. The 

way this works is that export credit facilities secure the loans of, for instance, relatively unprofitable airlines 

that would not otherwise get financing through e.g. banks, in order for them to be able to purchase aircrafts. 

Typical examples of this is that the Ex-Im Bank in the United States secure loans for many of Boeing’s 

customers, or that Coface (France), Hermes (Germany) and the Export Credits Guarantee Department (UK) 

secure many of Airbus’ customers, since the aircrafts are manufactured in these countries.53

Leasing is also a popular way of financing aircrafts. Wet leases are arguably the most simple, where the 

airline only needs the necessary operating licenses and permits in order to lease a plane where the lessor is 

  

                                                      
49 Grant, Contemporary Strategy Analysis, p.77 
50 Boeing (2013)  
51 Michael Porter, ”The Five Competitive Forces That Shape Strategy”(Harvard Business School Publishing 
Corporation, 2008), p.5 
52 Peter Morell, Airline Financing, (Ashgate Publishing, 1997), p.101 
53 Airfinance Journal, ”What is airfinance?” airfinancejournal.com. 01.01.2013, 
http://www.airfinancejournal.com/aboutus/stub/whatisairfinance.html. (accessed 04.04.2013). 
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responsible for the aircraft, crew, maintenance etc.54 This type of lease is however not normal for periods 

longer than a few months, and we are not suggesting that this is a normal way for startup airlines to finance 

their first plane, it is merely just an example to show how “easy” it is to obtain an aircraft from a financing 

point of view. On the other hand, dry-leasing is a very common way to provide long-term financing for 

aircrafts. In this form there is typically a company that specializes in buying and leasing out aircrafts. 

Leasing can be broken on a more detailed level by explaining the fundamentals of sale & lease back (S&LB) 

or the differences between financial and operational leasing. This will be further elaborated on in our 

financial analysis. A leasing agreement basically enables an airline to operate an aircraft without investing 

equity or raising debt from banks, bonds or similar traditional ways of financing. Leasing is also probably 

ideal for many start ups that would not be able to afford to order brand new aircraft directly from the aircraft 

manufacturer, as they can lease older airplanes that have already been used by the major aircraft carriers. 

Many lease firms have substantial aircraft portfolios and one of the largest commercial aircraft lessors is the 

International Lease Finance Corporation. They currently own approximately 900 aircraft.55

Generally we deem the capital requirements in the airline industry to be low. It is therefore probably 

something that will maintain profitability at a low level as it is not a sufficient barrier to keep many of the 

possible new entrants away. 

  

4.2.3.2 Economies of scale and density 

First we have to briefly define what we mean by economies of scale and economies of density in the airline 

industry. Economies of scale are basically when the unit cost decreases as the size of the network or number 

of routes increases. Economies of density are when, for instance, an increase in passengers without 

increasing the network size or input costs (e.g. fuel and crew) results in a lower unit cost. Caves et al56

Economies of scale, if any, are believed to exist because the airlines can spread fixed costs like 

administration or marketing over more units. Also, all else equal, a larger discount would be obtained the 

larger the airlines’ order from aircraft manufacturers would be. In addition investments in ground handling 

and maintenance services seem to benefit from economies of scale. However, airlines are outsourcing these 

 

argues that the large network carriers benefit from economies of density, but not from economies of scale 

compared to small local carriers. Although the results are 29 years old, we argue that they to a large extent 

apply today. 

                                                      
54 Morell, Airline Financing , p.204 
55 ILFC, ”Portfolio” ilfc.com. 01.01.2013, http://www.ilfc.com/portfolio. (accessed 10.04.2013) 
56 Douglas Caves et al. “Economies of density versus economies of scale: Why trunk and local service airline differ” 
The RAND Journal of Economics (1984) 
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features to more specialized companies in a larger extent today than before. For example, SAS recently sold 

51 percent of their ground handling services to Swissport.57

Economies of density occur when the airlines are able to utilize passenger seats in a better way, i.e. filling up 

the planes. One way that network carriers are able to benefit from this is through their use of a “hub and 

spoke network”. For instance, SAS has hubs in the major Scandinavian cities of Copenhagen, Oslo and 

Stockholm. These cities are again connected to many destinations in Scandinavia and abroad. By offering air 

fares to e.g. New York from Copenhagen but not all the minor cities in Scandinavia they will attract 

passengers from all over Scandinavia, and therefore also utilize the capacity on the routes between 

Copenhagen and New York compared to if they were only to attract residents from Copenhagen to the flight. 

This type of economies of density enables network carriers to increase their ticket revenue on a specific 

flight without increasing the fixed costs on the flight like fuel and crew. 

 

Although our above argumentation suggests that economies of density will be a larger entry barrier than 

economies of scale, the current market situation suggests otherwise. If we examine the rest of the 

competitors specified in this paper we see that easyJet, NAS, and Ryanair all regard themselves as point-to-

point carriers, i.e. they do not operate with a “hub and spoke network”. It seems reasonable to assume that if 

those three and other point-to-point carriers have been able to establish themselves before, others will be able 

to do the same in the future.  

What the airlines rather seem to focus on are economies of scale. With competition being as tough as it is, 

airlines are seeking to gain advantages where they can get them. Bjørn Kjos recently stated that volume is 

critical for airlines in the future. He believes that small companies will not be able to have enough volume to 

keep unit costs down, and that at large fleet is critical for survival in the airline business.58

To summarize, we regard the above examined barrier to be low to moderate in the airline industry. 

 

4.2.3.3 Frequent Flyer Programs 

Frequent flyer schemes like SAS’s Eurobonus or NAS’s Norwegian Reward could potentially be an entry 

barrier for new entrants. It seems reasonable to assume that frequent flyers will to some extent prefer the 

airline he or she has bonus points in, to be able to earn more points. This will make it more difficult for new 

entrants to capture customers from the established airlines. In fact Norwegian competition authorities 

prohibited the use of frequent flyer points on domestic flights in 2002 in order to increase domestic 

                                                      
57 Line Caspersen, ”SAS selger bakketjenestene til Swissport” dn.no. 07.03.2013, 
http://www.dn.no/forsiden/naringsliv/article2576327.ece. (accessed 11.04.2013). 
58 Siri Gedde Dahl, “Kjos takker for risikovillig styre” e24.no 15.10.2006, http://e24.no/boers-og-finans/kjos-takker-
risikovillig-styre/1495728 (accessed 28.03.2013).  
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competition.59 The competition authorities have later suggested that competition is strong enough for 

frequent flyer points to be allowed on Norway’s three busiest routes.60 This suggestion was however 

neglected by the Norwegian government.61 Despite this SAS has recently started to award points to business 

travelers on the busiest routes.62

We view the entry barriers caused by bonus schemes as moderate to high.  

 In addition, the European Free Trade Association Surveillance Authority 

(ESA) formally declared that the prohibition of frequent flyer points is a violation of the European Economic 

Area (EEA) agreement. Whether frequent flyer points will again be allowed in Norway remains to be seen. 

There are, however, factors suggesting that this might be the case, and it would inevitably increase the 

barrier to enter into the Norwegian domestic market. 

4.2.3.4 Airport capacity 

An important part of a startup airline’s process is to gain slots at airports. It does not matter if one has 

aircraft, crew, and demand from customers without having airports to fly to and from. A slot is the access an 

airplane has to landing and takeoff times, as well as gates, luggage handling, and security checks. To further 

analyze whether the access to slots is an entry barrier we have to examine the capacity of the main 

Scandinavian airports. 

Copenhagen airport (CPH) had 23.3 million passengers in 2012, a 2.7 percent growth from 2011. They plan 

to have a capacity of 30 million passengers a year by the summer of 2013. This shows that the airport still 

has some excess capacity, and that it is willing to invest in order to grow its capacity. An example of this is 

the launch of CPH Go, a terminal specially opened for the LLCs. It has some extra efficiency requirements 

like a maximum turnaround time of 30 minutes and that at least 90 percent of passengers must check in 

online, or via e.g. self-service kiosks. Given that an airline meets these requirements and gain access to the 

terminal they are offered reduced prices compared to using one of CPH’s “standard” terminals. The fact that 

there is excess capacity at the airport and that slots are available relatively cheaply through CPH Go should 

suggest that there still are possibilities for new entrants into Copenhagen airport. However, a lot of the 

passenger growth comes from existing operators. The airline which holds the largest market share at CPH is 

SAS (40.6 percent in 2012). It is therefore an important business partner for CPH. They made a strategic 

alliance with SAS, as well as NAS (the second largest operator) in 2010, and CPH is making investments to 

enable them to grow their route network from the airport. In addition, the CPH Go terminal is currently 

                                                      
59 VGNett, “Forbyr bonuspoeng” vg.no 25.02.03, http://www.vg.no/nyheter/innenriks/artikkel.php?artid=6483840 
(accessed 10.04.2013). 
60 Between Oslo and Bergen, Stavanger, Trondheim 
61 Camilla Wernersen, ”Fortsatt forbud mot bonuspoeng på flyruter innenlands” nrk.no 24.10.2012, 
http://www.vg.no/nyheter/innenriks/artikkel.php?artid=6483840 (accessed 10.04.2013). 
62 NTB, “SAS trosser forbud – innfører bonuspoeng i Norge” tv2.no 26.02.2013, 
http://www.tv2.no/nyheter/innenriks/sas-trosser-forbud-innfoerer-bonuspoeng-i-norge-3996391.html. (accessed 
13.04.2013)   
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dominated by easyJet (the third largest airline operator at CPH).63

Oslo Gardermoen Airport (OSL) has a capacity of 23 million passengers per year. They are however close to 

operating at maximum capacity with total passengers of just above 22 million in 2012. This does not favor 

potential startups in Norway, but OSL is in the process of expanding its terminals, and is planning to have a 

capacity of 28 million by 2017.

 Isolated, the above mentioned factors 

provide barriers for new entrants because the airport is probably more “tailor made” for its existing large 

customers.  

64

Stockholm Arlanda Airport (ARN) is in a somewhat opposite situation of OSL. They had 19.6 million 

passengers in 2012, with a capacity of 25 million.

 However, this expansion is based on the growth rates of the existing 

operators like SAS and NAS, and it seems difficult for startups to gain access to the Norwegian market.  

65 This could be a possibility for startups to enter at least 

the Swedish market. However, Arlanda risks having their capacity reduced to a half in rush hours after 2018. 

Because of a renewal of their environmental permit, a ban may be put on flying over a certain area 12 

kilometers from the airport, which severely reduces the possibilities of entering and leaving the airport.66

It seems that the aggregated capacity at Scandinavia’s largest airports is somewhat limited. We argue that 

this fact alone suggests a significant entry barrier for potential competitors to NAS, as it would be nearly 

impossible to compete with them without gaining access to the major airports mentioned. In addition, there is 

another barrier regarding airport capacity that further increases barriers, namely “grandfather rights”. These 

rights automatically enable airlines that already have slots to keep them for as long as they like, given that 

they use them for 80 percent of the time.

 

Although there is excess capacity today, there are huge uncertainties regarding the future capacity, which 

will reduce the attractiveness for possible new entrants. 

67

Overall, the entry barriers related to airport capacity are believed to be high. 

 As a result this would increase the barriers even higher, especially 

on the most popular and profitable routes during peak hours, leaving startups with slots, if any, at times of 

the day where demand is low. We believe the significance of this last barrier to be high, since it is nearly 

impossible to gain access to the best slots. 

                                                      
63 CPH Annual Report (2012) p.18 
64 OSL Annual Report (2012) p.12 
65 Swedavia Annual Report (2012) p.9 
66 DN, “Risk att miljödomstolen halverar Arlandas kapacitet” dn.se  09.01.2013, 
http://www.dn.se/debatt/stockholmsdebatt/risk-att-miljodomstolen-halverar-arlandas-kapacitet (accessed 13.04 2013). 
67 IATA (2010) 
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4.2.3.5 Government control 

As mentioned earlier, the governments of Denmark, Norway and Sweden own a combined 50 percent of the 

shares in SAS.68 The company has showed poor financial results during the past years (see financial 

analysis). NAS and other competitors argue that the historical financial assistance given by the governments 

to SAS in times of distress69

We wish to view it in the light of the previously mentioned hard to obtain slots. One can speculate on 

whether the three governments have saved SAS from going bankrupt, or that it will save it in the future. If 

this is the case the government is indirectly creating entry barriers for potential new entrants. In a scenario 

where SAS goes bankrupt, a huge amount of desirable slots would all of a sudden be available, giving 

startups a possibility to enter the Scandinavian market. 

 limit the competition in the area. 

Entry barriers created by government control are believed to be moderate to high. 

4.2.4 Substitutes 
A customer’s propensity to substitute depends on factors such as availability, performance and the relative 

price of substitute products.70

4.2.4.1 Alternative travel 

 In this section, we will elaborate on alternative methods of travel and 

alternative methods of communication. These methods can include travel methods such as high-speed train 

or communication through video conferencing.  

When looking at alternatives to flying, one must consider such factors as time consummation, price and 

complexity of product. When considering the operations of NAS, there are few means of travel that are able 

to compete with air travel. In the primary market for NAS, namely Scandinavia, geographical boundaries and 

poor infrastructure often make travel by road or rail obsolete when looking at both time consumption and 

cost. When looking at a round trip from Stavanger to Oslo, NSB (Norwegian National Railways) offers 

tickets for 548 NOK71

Speed trains can be considered a viable alternative on the European continent, but none are currently 

operating in Scandinavia. Development of infrastructure is immensely expensive and would take 

considerable time to complete. As high speed trains are not currently an option for NAS’s primary market, 

 while NAS offers tickets for 598 NOK. The one-way trip on the railway takes 

approximately 8 hours while travelling by air takes approximately 50 minutes. The benefit of cost saving 

will therefore probably be offset by the additional time consumption. 

                                                      
68 SAS Annual Report (2012) p.28 

69 Line Kaspersen, “Kan ha reddet SAS fra stupet” dn.no 10.02.2010, 
http://www.dn.no/forsiden/naringsliv/article1834956.ece. (accessed 13.04. 2013) 
70 Grant, Contemporary Strategy Analysis , p.222 
71 NSB (2013) 
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and the time consumption versus the cost saving aspect of traditional railways is negligible, we conclude that 

alternative travel represents a low threat of substitution.    

4.2.4.2 Video conferencing 

The main argument for video conferencing is its advantages in saving money and time. Direct travelling 

costs are reduced and the time consumption of travelling is eliminated. For the business segment in 

particular, the cost reduction of both time and money is a strong argument for substituting air travel. 

Additionally, the environmental awareness of especially bigger companies the recent years has led to the 

trend of cutting down on activities believed to harm the environment. Video conferencing can in these cases 

be a useful substitute. Despite this, video conferencing is not a realistic option for leisure travelers. A 

videoconference cannot substitute a visit to a family or flying to an exotic destination. As a big part of 

NAS’s operations concentrate on the leisure segment, we conclude that video conferencing not represent a 

threat of substitute for air travel.  

The overall conclusion for this section is that threats from substituting services or products are low.  

4.2.5 Industry Rivalry 
“For most industries, the major determinant of the overall state of competition and the general level of 

profitability is competition among the firms within the industry”.72

When analyzing the airline industry we see that it has many of the characteristics that Porter

  

73

The intensity is expected to increase if 

competitors are numerous, and there is no 

clear market leader. Looking at the 

Scandinavian market we know that SAS is 

the leader in terms of market share in 2012. 

As NAS only disclose numbers from the 

major airports, statistics from these airports 

will be used as a proxy for total market 

share. Their market shares in 2012 were 36 

percent in Oslo, 19 percent in Stockholm, 

and 14 percent in Copenhagen.

 use when 

describing industries where competition is high. We will now briefly examine some of the factors Porter 

deems responsible for increasing the intensity of rivalry.  

74

                                                      
72 Grant, Contemporary Strategy Analysis,  p.377 

 They have 

73 Porter, The Five Competitive Forces That Shape Strategy  
74 NAS Annual Report Web Edition (2012) Operations and market development 
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Others 29.2%

Figure 4.13: Nordic Market Shares 
Source: Own Creation & www.airlineleader.com 
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also captured market shares in Helsinki, and gone from 0 percent in 2009 to 9 percent in 2012. If we use 

Helsinki airport as a proxy for Finland we can say that they have the same market share as SAS in this 

market. It is however still dominated by Finnair.  

One way to examine the competitive intensity is to look at the four (or eight) firm concentration ratio (CR4). 

As figure 4.13 shows the CR4 is 70.8 percent in the Nordic market. According to Carbaugh75

Another factor that might suggest high industry rivalry is if there are high exit barriers. According to Grant

 a general rule 

of thumb is that if the CR4 is above 40 percent the market should be viewed as oligopolistic. We therefore 

partially conclude that the competitive intensity is high because of numerous competitors and no clear 

market leader.  

76

At first glance, the industry rivalry should not be regarded as higher than moderate according to Porter’s 

theories. However, if we further analyze his argumentation on when rivalry destroys value, we see that 

rivalry is especially destructive when it leads to price competition. Profits are then transferred directly from 

the companies to the customers. According to Porter

 

evidence from the United States suggest that airlines meet particularly two exit barriers. First, it would often 

be very costly for airlines to go bankrupt because of the contracts with the employees. They have often 

negotiated very beneficial contracts because of their strong labor unions. Second, failing airlines in the US 

often file for Chapter 11 bankruptcy, giving them protection from creditors. One can, as we have previously 

done, speculate in whether the governmental help SAS has received has protected them from going bankrupt. 

This would then, according to theory, keep competition in the Scandinavian market artificially high. 

However, SAS is the market leader in an oligopolistic market, and we believe that if they went bankrupt 

many of the smaller players like NAS and Ryanair would divide the market share previously held by SAS, 

thus resulting in many equally sized competitors, which would increase competitive intensity.  

77

                                                      
75 Robert J Carbaugh, Conteporary Economics (Thompson South-Western, 2011)  p.129 

, price competition is most liable to occur if “products 

or services of rivals are nearly identical and there are few switching costs for buyers” or “fixed costs are high 

and marginal costs are low”. The first factor seems to be the case, especially on short to medium haul flights. 

For example, tourists going from Oslo to Copenhagen on a weekend trip will often regard hand luggage as 

sufficient. It therefore seems irrational to pay extra for the additional “free of charge” 23 kg of luggage you 

automatically get when flying with SAS. We strongly believe that the switching costs for the buyers of 

airline tickets are low. This leads the players in the market to compete on price. The second factor also seems 

to be present. If we examine a flight from Copenhagen to Stockholm we know that the marginal costs of 

adding one passenger is very low. The fixed costs associated with the flight are however high. The airplane 

has a fixed number of crew, and it virtually uses the same amount of fuel on the flight, regardless of the 

76 Grant, Contemporary Strategy Analysis , p.71 
77 Porter, The Five Competitive Forces That Shape Strategy,  p.19 
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number of passengers. We also know that airlines have to have activity on their slots 80 percent of the time 

to avoid the risk of losing it. This alone suggests that they have an incentive to maintain operating the routes 

even though it is unprofitable in the short term. In addition, airlines are obligated to fly their planned routes. 

They cannot, for example, simply choose only to fly if they obtain a load factor78

Although there are relatively few large operators in the Scandinavian market, we see that the airline industry 

has some features to it that suggest high competition on price, and therefore low profitability. We therefore 

deem the industry rivalry as high. 

 of above, e.g. 80 percent.  

4.3 Internal analysis 

4.3.1 Internal Analysis of Resources and Capabilities 
So far in our strategic analysis we have focused on the external environment of NAS. We have recognized 

opportunities and threats both from the macro-environment through our PESTLE-analysis and from the 

micro-environment through our Five Forces analysis. An important factor in strategic analysis is, however, 

the matching of a firm’s resources and capabilities to the opportunities that arise in the external environment. 

In the following sections we will evaluate NAS’s resources and capabilities. We will then analyze these 

resources and capabilities through the VRIO framework and see whether they create any competitive 

advantages. We believe this approach is a meaningful step towards gaining enough insight to be able to 

analyze the future profitability of the company. 

4.3.1.1 Tangible Resources – Financial and Physical 

If we examine NAS’s tangible resources we see that they have a very modern fleet in their Boeing 737-

800’s, and that they will maintain their position as a modern and fuel efficient airline in the future with the 

delivery of Boeing 737 Max and Airbus A-320neo in 2016 and onwards. NAS has also recently showed their 

financial strength through the purchase of 279 new aircraft. It shows that NAS’s financial resources are 

valuable. If banks and lessors would have doubts on whether NAS will be able to pay their obligations in the 

future, the financing for Europe’s single largest aircraft purchase would not have received sufficient backing.  

4.3.1.2 Intangible Resources 

Typically this is the value of a company’s brand, reputation, or some other form of intangibles, e.g. a 

portfolio of patents. When examining NAS’s intangible resources the most obvious focus has to be on the 

value of their brand, and their reputation. If we look closer at reputation in the airline industry we know that 

Ryanair has received some negative publicity. They are being accused of giving their employees “slave 

contracts”, and their Norwegian operations will be investigated by the Norwegian department of 

                                                      
78 See Appendix 1 for explanation 
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transportation.79 In addition, many Norwegian companies and organizations advise against or prohibit their 

employees or members to fly with Ryanair.80

4.3.1.3 Human Resources 

 We believe that NAS’s reputation is far from the dire state 

Ryanair’s reputation is in. However, CEO Bjørn Kjos has in recent time repeatedly raised his concern over 

the relatively high levels of salary he has to pay his employees. It is important for NAS that they will not be 

associated with likes of Ryanair in the future because of their extreme focus to keep costs low.  

A firm’s human resources comprise the expertise and effort offered by employees.81

In terms of human resources we have to mention the founder and CEO, Bjørn Kjos. He has in many ways 

become the face of the company in similar ways as Steve Jobs was with Apple, or Richard Branson is with 

Virgin. However, as mentioned in the corporate governance section, he will not be the CEO forever. This 

may have negative consequences for both NAS’s brand value and overall performance 

 For airlines this 

typically means to have efficient crew and administration. The best example on human resources from the 

airline industry has to be the pilots. It takes years of training, and a very high level of expertise to pilot an 

airplane. Without this human resource an airline would be unable to operate.  

There are many ways of evaluating the importance of the firm’s resources. One way is the VRIO-framework 

developed by Barney.82

4.3.2 VRIO analysis 

 This framework tries to evaluate whether the resources are valuable, rare, costly to 

imitate, and if they are organized for usage. The following section will therefore address this question.   

Now that we have examined the resources that NAS possess, we have to evaluate whether they add value to 

the company and if they give a competitive advantage. The VRIO framework helps us evaluate this in an 

analytical matter. Through VRIO, we can define whether a resource is value adding (V), if a resource is rare 

(R), if a resource is easily imitable (I) and if resources are well organized (O). The following sections will 

analyze the resources which where shortly elaborated in the previous section. 

4.3.2.1 Aircraft fleet 

As previously mentioned, NAS currently operates a uniform fleet of Boeing 737-800 (with the exception of a 

few 737-300s). We know that Boeing 787 Dreamliners are due to enter the fleet in 2013, but as their 

operations are confined only to long-haul flights, we believe that NAS operates under a uniform fleet 

strategy. The factor of fleet age and modern aircraft means lowered fuel costs, while the costs related to 

                                                      
79 DN, “Ryanair i turbulens” dn.no 13.04.2013, http://www.dn.no/forsiden/kommentarer/article2595743.ece (accessed 
28.04.2013)   
80 Anne Helseth, “Disse boikotter Ryanair” dn.no 11.04.2013, dn.no. 11.04.2013. 
http://www.dn.no/forsiden/naringsliv/article2594868.ece (accessed 30.04.2013)  
81 Grant, Contemporary Strategy Analysis , p.130 
82 Jay B Barney, Gaining and Sustaining Competitive Advantage (Addison-Wesley Publishing Company, 1997)  
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maintenance etc. are significantly lowered by a fleet of uniform aircraft. We can therefore conclude that the 

composition of NAS’s aircraft fleet is a value-adding strategy. Ryanair and easyJet follow the same strategy 

and operates only Boeing 737-800s and Airbus A320 and A319 series respectively. SAS on the other hand 

have a fleet consisting of multiple aircraft types. This indicates that a modern, uniform fleet is not a rare or 

hard to imitate resource. The resource is however properly exploited and we can therefore say that it is well 

organized. 

4.3.2.2 Financing    

Obtaining bank loans and other sources of financing is vital for surviving in the extremely competitive 

airline. Being able to secure financing for 279 aircraft can definitely be considered a valuable resource. It is 

however neither rare nor difficult to imitate this resource, as we have seen that competitors have also been 

able to place orders on large amounts of aircraft. NAS’s outlooks for aircraft delivery show that financing 

has been well employed through new orders and subsequently deliveries.  

4.3.2.3 Brand and reputation 

NAS has enjoyed a mostly positive reputation since the “resurrection” in 2002. The Scandinavian heroes on 

the tailfins of their aircraft, in combination with a massive growth in market shares have given NAS a strong 

brand name. Ryanair has on the other hand experienced a lot of negative PR, as a result of their employee 

policies and other questionable results of their low cost regime. Factors like this can make customers choose 

airline on the basis of brand and reputation. We therefore conclude that NAS’s brand and reputation is both 

valuable and somewhat rare. Brand and reputation value relates to the individual company and is therefore 

hard and costly to imitate.   

4.3.2.4 Human resources 

As the charismatic face of NAS, Bjørn Kjos has built the company from a small regional airline to a major 

European player over the past decade. In addition to the management, pilots and other trained crew can be 

considered to be a valuable resource. Bjørn Kjos, Michael O’Leary and Richard Branson are strong 

personalities in the airline business, but there are just as many examples of the opposite. We therefore 

consider NAS’s human resources rare and hard to imitate. 

The following table summarizes the VRIO analysis by defining the utilization of NAS’s internal resources 

and capabilities: 
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Table 4.1: VRIO Analysis 
Source: Own Creation 

From the table above, we can conclude that Brand and reputation and Human resources are among the most 

important resources for NAS. In the following section, the outcomes of the internal analysis will be 

incorporated in an overall analytical framework, namely the SWOT-analysis.     

4.4 Partial Conclusion – SWOT 

We have now analyzed the strategic environment which NAS operates in. The macro-environment was 

examined by using the PESTLE-framework. We found that there are factors outside of NAS’s control that 

will be important determinants of the company’s future value. Most notably, the economical factors like the 

GDP development and the future of oil-prices will be important drivers for the future development of 

revenue growth and operating costs, respectively.  

In our Five Forces analysis, we examined what seems to be a highly competitive industry. Our focus in this 

part of the analysis was on the “horizontal” level of the model, i.e. the competition between established and 

potential transportation operators in the markets where NAS is present. The overall entry barriers for 

potential new competitors have to be characterized as low, in a market where limited airport capacity and a 

rigid system for the allocation of slots seems to be the only substantial barriers to entry. In addition we found 

that the majority of competition between established rivals is driven by cost cutting and price focus. The 

threat of substitutes is generally lower than the threat of potential entrants and established airlines, given that 

NAS is primarily focusing on leisure travelers. Video conferences is not regarded as a threat for this type of 

travelers, and trains cannot be seen as being equivalent to airplanes in terms of value added to consumers in 

the markets analyzed. In terms of the “vertical” competition we have to mention that the power of employees 

is particularly strong in the airline industry. The buyers in NAS’s primary market, short to medium haul 

flights, are characterized as price-sensitive. This means that they are relatively powerful. In light of the cost-

cutting competition, we see that there is a relatively high probability that the consumers will receive a 

Resource Value 
adding

Rare Hard to 
imitate

Organized

Aircraft 
fleet

Yes No No Yes Temporary 
competitive 
advantage

Financing Yes No No Yes Temporary 
competitive 
advantage

Brand and 
reputation

Yes Yes Yes Yes Sustainable 
temporary 
advantage

Human 
resources

Yes Yes Yes Yes Sustainable 
temporary 
advantage
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substantial amount of the value generated by the airline industry in the future. Summarized, the competitive 

level is high, and one cannot expect super-profits by any airline in the immediate future.  

The internal analysis gave insight in how well NAS’s resources and capabilities were utilized by comparing 

key performance indicators across the industry. We found that NAS has well utilized resources, but that they 

share many of their competitive advantages with their closest competitors. PESTLE, Five Forces, and the 

internal analysis can be summarized in a SWOT-model. The purpose of this model is to show NAS’s 

strengths, weaknesses, opportunities and threats. In the graphical illustration below, we have summarized the 

main points of the strategic analysis. 

 

Figure 4.14: SWOT 
Source: Own Creation 

Strengths: 
 
-Modern fleet: Fuel efficient and environmental 
friendly aircraft 
-Uniform fleet structure 
-Market shares: NAS has considerable market 
shares in the Scandinavian countries 
- Strong brand name 
- Strong Leadership: Bjørn Kjos continues to 
run the company after consecutive years of 
profits.  

 
Weaknesses: 
 
-Size compared to competitors: NAS is the 
smallest of its competitors, when considering 
capacity and relative market shares 
-Strict labor laws: NAS operates under 
Norwegian labor laws, which prohibits low 
salary-levels and regulates work hours to low 
levels compared with peers 
- European recession: NAS is expanding its 
operations into areas in economic recession 
- Potential high salary levels 

Opportunities: 
 
-Passenger growth in emerging markets: Asia 
is experiencing huge passenger growth. NAS has 
already entered long-haul operations to the 
region and outlooks for the market are very 
positive 
-Long-haul operations: NAS is one of the first 
LCCs in Europe to combine short to medium-
haul operations with long-haul operations. Low 
cost long-haul is "uncharted territory" 
-Competitors in recession: NAS's closest 
competitor SAS is struggling to survive after 
sequential years of unprofitable operations. The 
situation paves way for market share takeovers 
 
 
 
 

 
Threats: 
 
-Political challenges: Competitors such as SAS 
continues to be state backed. Other competitors 
are allowed to compete on NAS's most profitable 
markets 
-Competitors in growth: Ryanair and easyJet 
are major players on the European market and 
can easily outperform NAS on costs. 
Competitors are trying to enter the Norwegian 
market, most recent example is that easyJet will 
commence operations from Bergen to London in 
May 2013 
-Strong labor unions: The organizational 
growth of NAS can lay the basis for development 
of powerful labor unions 
 
 
 

SWOT 
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5 Financial Analysis 

In order to forecast the future performance of NAS, it is important to analyze the historical and present 

financial situation. We have assessed NAS’s strategic environment, and will now examine its operational 

performance. A combination of strategic and financial analysis will provide us with a solid basis for 

forecasting. The purpose of this section is to capture the operational value drivers of NAS, evaluate what 

drives income and costs, and how these drivers work together. In order to do this, we have to assure that the 

financial statements are presented in a correct and unbiased matter and reformulate the financial statements 

for analytical purposes. After this is done, we can analyze the profitability of NAS and its competitors. The 

process is as illustrated below.  

 

Figure 5.1: Financial Analysis Process 
Source: Own Creation 

We have chosen to base our financial analysis on data from the annual reports in the period 2005-2012. As 

NAS converted to IFRS standards in 2005 we find this period to give the most consistent basis for analysis. 

Although it is possible to convert pre-2005 statements into IFRS standards, we believe it to fall out of the 

scope of this thesis. Additionally the eight years of data should be sufficient to analyze the historical 

performance of the companies, and capture potential movements in business cycles. 

5.1 Accounting Policies 

Before we can transform the financial statements to give information benefitting analytical purposes, we 

have to ensure that the statements are reliable. We have to examine if the statements are up to the standards, 

required by general accounting policies.  

NAS is legally located in Norway, and has to follow the accounting standards applicable in Norway. The 

consolidated financial statements of NAS have been prepared in accordance with the International Financial 

Reporting Standards (IFRS) and IFRIC interpretations.83

                                                      
83 NAS Annual Report (2012) p.21 

 The IFRS was adopted by the EU in 2002, and as a 
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part of the European Economic Agreement (EEA) all Norwegian companies listed on a Norwegian stock 

exchange has to report their consolidated accounts using the IFRS.84

In addition to strict rules regarding most accounting estimates, the IFRS sometimes require management to 

exercise its judgment in their estimations. The accounts where management judgment has been necessary is 

summarized in note 1.5 in NAS’s consolidated accounts. For the most part, judgments made by management 

are made regarding provisions. The most notable is the provision regarding maintenance on leased aircraft 

before returning them to the lessors. Among the other items exposed to management judgment we regard the 

potential impairment of intangible assets as the most crucial.  

  

The calculations of the different items seem to be done in a logical and realistic way. It is also important to 

assess whether the assumptions made in their calculations also are realistic. This does however fall out of the 

scope of this paper, and we have to use the assessment made by others. The external audit report states that 

“the financial statements of the group present fairly, in all material respects, the financial position of the 

group as at 31st of December 2012, and its financial performance and its cash flows for the year then ended 

in accordance with IFRS as adopted by the EU”. In addition, NAS is monitored by several large institutional 

investors that would not hesitate to act if the accounting policies in the company were not up to par. 

The rest of the companies in the peer group also disclose their statements under IFRS. In addition they are 

also subject to external auditing, and monitoring institutional investors. 

Based on this we have to conclude that the likelihood of material misstatement of the financial statements 

due to fraud or error is very small. We can therefore continue to the next step in our financial analysis. 

5.2 Reformulation of Financial Statements 

Although we have assured that the accounting data are reliable, adjustments are needed for it to be useful for 

analytical purposes. Under IFRS or other accounting standards the financial statements are not recorded in a 

way that reflects operating performance. The balance sheet mixes operating assets, non-operating assets and 

sources of financing, while the income statement generally shows the profitability of the company after 

financing activities. 

When comparing the financial performance of different companies it is important to separate operating and 

financing activities. The reason why they should be separated is that the company’s operations is the primary 

                                                      
84 John C Langli and Jan T Tellefsen, Årsregnskapet (Gyllendahl Akademisk, 2005) p.82 
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driving force behind value creation and therefore important to isolate.85

5.2.1 Income Statement 

 In this part of the paper we will 

reformulate the income statement and balance sheet for analytical purposes.  

The purpose of reformulating the income statement is to obtain NOPLAT (net operating profits less adjusted 

taxes). It is a measure of the operating performance of a company after tax, i.e. it is the earnings available to 

all investors (equity and debt holders). Thereby NOPLAT gives a clear measure of operating efficiency, by 

leaving out the effects of financial leverage. NOPLAT represents a measure of performance from core 

operating activities and will later be used for the calculation of return on invested capital (ROIC). A 

discussion on the components of the NOPLAT calculation is disclosed in the following section.  

Revenues include passenger revenue, ancillary revenue, and other revenue. Passenger revenue consists of 

ticket sales, ancillary revenue comprises sales of ticket related products e.g. revenue from baggage sale and 

seating, and other revenue comprises third party revenue such as wet lease, cargo and revenue from business 

activities in subsidiaries which are not airlines.86

Most cost items can be regarded as being operational without further discussion. These are sales and 

distribution costs, aviation fuel, airport charges, handling charges, technical maintenance, payroll, and other 

operating expenses.  

 Wet leases and cargo are simply utilization of capacity, and 

there is no reason to believe that it should not grow proportionally with the fleet development. Non-airline 

subsidiaries included in other revenues is Call-Norwegian. They provide services like mobile broadband and 

airport Wi-Fi to the mass market. Although non-core, we will include these revenues in NOPLAT because it 

is impossible to separate their corresponding assets in the invested capital. Additionally they are a byproduct 

of NAS’s investment in free Wi-Fi on their flights, which has to be seen as an operational investment. For 

the reasons stated above we regard all other revenues as operating items. 

Some costs should however be regarded as non-operational or transitory. These include other losses/gains, 

loss/gain from sale of subsidiary, and profit/loss from associates, and bought capacity 

Other losses/gains have in the period analyzed solely been related to the difference in “financial assets at fair 

value through profits or loss”, which is a method of accounting for financial assets along with “fair value 

through other comprehensive income” and “amortized cost” under IFRS 9 – Financial Instruments.87

                                                      
85 Christian V Petersen and Thomas Plenborg, Financial Statement Analysis (Pearson Education Limited, 2012), p.68  

 Since it 

relates to the change in value of financial assets it should not be regarded as parts of operations.  

86 NAS Annual Report (2012) p.21 
87 Ernst & Young (2012) 
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Loss/gain from sale of subsidiary is an item that has only been used once in the period analyzed. In 2007 

NAS reduced its ownership in Norwegian Finans Holding ASA from 45 percent to 20 percent. They 

recorded this transaction as a gain from sale of subsidiary. As it is the only time NAS has sold subsidiaries, 

and there are no mentioned plans of further divestment, we have to assume that the item is of a transitory 

nature. In addition it has to be discussed if NAS’s investment in Norwegian Finans Holding ASA should be 

regarded as operational or financial. 

Profit/loss from associates is NAS’s part of the profits from its mentioned ownership in Norwegian Finans 

Holding ASA, which is the owner of Bank Norwegian. This is a bank, clearly not something that is vital for 

an airline in order to conduct operations. However, NAS’s customer loyalty program is run and 

administrated in cooperation with the bank, which could suggest that NAS’s ownership in NFH ASA should 

be regarded as operational. In addition, NFH is regarded to be a long term investment, which further supports 

the argument of operational classification. However, Koller et al.88

Operational lease: NAS has a significant number of their airplanes registered as operational leases. By year 

end 2012, NAS had 45 of their 68 planes under operational lease contracts. Contrary to debt financing or 

financial lease, where assets and corresponding debt is recorded in the balance sheet, operational lease is an 

off-balance sheet form of financing. The only item recorded is the lease payment. An operational lease 

reduces profits, but total asset value is similarly low. Although these effects to some degree offset each other 

it still distorts the relationship between NOPLAT and invested capital, giving artificially high capital 

productivity. We therefore have to adjust both the income statement and balance sheet by capitalizing the 

operational lease. There are multiple techniques of performing this calculation, these will be discussed 

below. 

 argues that non-consolidated subsidiaries 

should be measured and valued separately from invested capital. The argumentation is that only the 

subsidiary’s income is consolidated, not its revenue or costs. Its assets will also only be listed as a single 

item, making it impossible to record the subsidiary’s individual assets. In addition, NFH is a bank and the 

valuation methodology for financial institutions is significantly different from that of e.g. an airline. 

Consolidating the investment in the associate in invested capital would bias our results when comparing 

NAS to its competitors. We therefore choose to value NFS separately and add it to the value of NAS’s 

operating enterprise value. 

According to Koller et al.89

                                                      
88 Koller et al., Valuation – Measuring and Managing the Value of Companies (John Wiley & Sons, 2010),  p.271 

 the most accurate method to obtain the asset value of an operational lease is to 

apply the following formula: 

89 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.567 
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𝐴𝑠𝑠𝑒𝑡 𝑉𝑎𝑙𝑢𝑒𝑡−1 =
𝑅𝑒𝑛𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑡

𝑘𝑑 + 1
𝐴𝑠𝑠𝑒𝑡 𝑙𝑖𝑓𝑒

 

Where kd is the cost of debt if secured in the asset (aircraft). They argue that the cost of debt should be the 

secured cost of debt (operational lease liabilities) which can be estimated using AA rated 10-year bond 

yields. It is argued that this reflects the proper level of risk because the lease is secured in the value of the 

aircraft. However, Damodaran90

Another approach of calculating asset value is to compute the present value of future required lease 

payments through the perpetuity method. According to Koller et al.

argues that operating leases should be viewed as unsecured and fairly risky 

debt, clearly not AA-rated as Koller et al. suggests. Another problem with Koller’s method is that we have to 

know the lease payments for 2013 to calculate the operational lease asset value in 2012. NAS does not 

include accurate expectations for future lease payments in their annual reports. The budgeted lease payments 

include expected contractually required maintenance costs. These will be recorded as maintenance costs 

when they occur, not as lease payments, and therefore bias our results towards higher than actual operational 

lease capitalization. We will therefore have to examine other possibilities and techniques for operational 

lease capitalization.  

91

We can also calculate the present value of budgeted future lease payments. This would on the other hand 

under-estimate value. It ignores the residual value of the aircraft at the end of the period. One can argue that 

the value of the airplane is higher than the payments made to the lessor. This is the method currently used by 

Standard & Poor’s, and was until recently also used by Moody’s. However, Moody’s have developed a new 

method, which has been adapted as a standard among practitioners.  

 this method systematically overvalues 

the asset value. We will therefore not apply this method. 

Moody’s92

Now that we have obtained the operational lease asset value we have to examine whether the related costs 

are financial or operational, and therefore included in NOPLAT. We regard the financial aspect of lease 

payments simply as the cost of debt

 suggests multiplying lease payments with a capitalization rate to capitalize operating leases. They 

give examples of different multiples to use for different industries. The airline industry is given a multiple of 

8. This capitalization rate is therefore used, and we obtain a capitalized lease asset value of approximately 

NOK 8.3 billion in 2012. All calculations are shown in appendix 25.  

93

                                                      
90 Aswath Damodaran, Investment Valuation ( John Wiley & Sons, 2012),  p.180 

 times the capitalized lease. This represents the cost that would occur if 

91 Koller et al., Valuation – Measuring and Managing the Value of Companies, p.568 
92 Moody's (2006) 
93 Cost of debt is discussed in section 7.2.2 
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the leased airplanes where financed by debt. The remaining portion of the lease payments are regarded as 

depreciation, and are therefore included in NOPLAT.  

If we sum up the revenues, operating costs, depreciations, amortizations, impairments, and lease 

depreciations we end up with NAS’s earnings before interest and tax (EBIT). The only step left in order to 

obtain NOPLAT is to deduct the operating taxes. Petersen and Plenborg argue that the preferable way of 

doing this is to use the reported taxes, and adjust it for the tax shields obtained by financial costs. Koller et 

al. have a somewhat different approach. By analyzing the tax reconciliation in the notes of the financial 

statement one can examine which adjustments made to the marginal tax rate that are operational. When 

doing this with NAS’s taxes we find that the only operating adjustment made to the marginal tax is the 

differences in tax rates outside of Norway. We use the latter approach, and compute the marginal tax (28 

percent) on EBIT before adjusting for foreign tax rate differences in order to find operating tax. Calculations 

can be found in appendix 34-37. Koller et al.94

By subtracting the operational cash tax from EBIT we find NOPLAT. In order to conduct a profitability 

analysis we need to investigate the relationship between operational income and invested capital. As we now 

have obtained NOPLAT, we continue with defining invested capital. The following section will address the 

reformulation of the balance sheet, and ultimately the calculation of invested capital. 

 further recommends using operating cash taxes actually paid 

rather than accrual-based taxes reported because this represents value better than accrual-based taxes. This is 

done by subtracting the increase in net operating deferred tax liabilities from operational taxes. For a list of 

which deferred tax assets/liabilities we regard as operational, and how we have computed operating cash 

taxes we refer to Appendix 26-33. A further discussion regarding deferred taxes will be found in comments 

on the reformulated balance sheet and in the forecast. 

5.2.2 Balance Sheet 
The purpose of reformulating the balance sheet is to categorize assets and liabilities as operational and 

financial. These results will be used to calculate invested capital, which according to Petersen and Plenborg95

5.2.2.1 Non-current Assets 

 

represents the amount a firm has invested in its operating activities and which requires a return. We will now 

comment on the different items as disclosed in NAS’s balance sheet, and categorize them as stated above. 

Many items can be regarded as being either operational or financial without further discussion. These items 

are not given thorough explanations, but simply classifications (operational or financial). 

Items regarded as operational without further discussion are: “intangible assets”, “aircraft, parts and 

installations on leased aircraft”, and “equipment and fixtures”. 

                                                      
94 Koller et al., Valuation – Measuring and Managing the Value of Companies , p.151/536 
95 Petersen and Plenborg, Financial Statement Analysis,  p.74 



 

53 
 

Deferred tax assets in NAS’s statements from 2010-2012, regard previous tax credits that are carried 

forward. It is expected to be utilized by future taxable profits. It should be regarded as operational according 

to Petersen and Plenborg because it is probably related to operations.96

Buildings: It is important to evaluate whether the investment in buildings were made for speculative reasons, 

or if it is necessary for operations. The item consists of apartments for the purpose of housing crew and 

trainees abroad. We therefore regard it as an operating asset. 

 However, Koller et al. argue that past 

losses are typically unrelated to current profitability, and should not be included as operating when analyzing 

historical performance. In the years 2005-2009 this item also included deferred tax assets resulting from the 

differences in book value and tax value. This will further be explained when discussing deferred tax 

liabilities. 

Financial lease asset: These items are almost exclusively operational, but a short explanation is however in 

order. Financial lease asset is the value of de-icing and electronic flight bag equipment, which is being 

leased. 

Financial assets available for sale: Consists of an investment in an unlisted equity instrument in Silver 

Pensjonsforsikring and an equity investment in the Forth Moment Fund, managed by Warren Capital. It 

should as the item’s name suggests be regarded as a financial asset. 

Investment in associate: This item is the previously mentioned 20 percent ownership share in NFS. We refer 

to our discussion under profit/loss from associates in the income statement, and conclude that it should be 

regarded as a financial asset. 

Prepayment to aircraft manufacturers: This item is the classification of the payments made to aircraft 

manufacturers before the delivery of the aircraft. Once the aircraft is delivered the book value of the aircraft 

is credited from “prepayment to aircraft manufacturers” and debited to “aircraft, parts and installations on 

leased aircraft”. It is merely a periodic adjustment between when the aircraft is paid for, and when it is 

received. It should be regarded as an operational asset.  

Hedged item is only present in 2007 accounts. The position is taken to secure some commitments regarding 

purchase of aircraft. It should be regarded as financial asset as it refers to hedging in relation to the financing 

of aircraft. 

Other receivables: this is the part of “trade and other receivables” and “prepayments” that is due after one 

year. All items in these two accounts are regarded as operational. Other receivables is therefore an 

operational asset. 

                                                      
96 Petersen and Plenborg, Financial Statement Analysis , p.88 
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5.2.2.2 Current Assets 

We regard “inventory” and “trade and other receivables” as operational items. Similarly we regard the 

current part of “financial assets available for sale” as financial without further discussion. 

Derivative financial instruments: This addresses derivatives related to NAS’s hedging activity. According to 

Petersen & Plenborg97

Cash and cash equivilants: Firms typically need cash to finance parts of their operations. They do often also 

hold excess cash. When determining invested capital it is important to separate the two. The financial 

statements of NAS do not provide a distinction of whether its cash and cash equivalents are operating cash or 

excess cash. Koller et al.

 if gains and losses from hedging are not separated between operating and financing 

activities one should regard them as financing activities. NAS has provided information that tells us what 

they are hedging. They are securing USD 761 million of future exposure to revaluation of borrowings 

denominated in USD, USD 10 million to secure payments denominated in USD, and USD 8.2 million to 

secure 8 090 tons of jet-fuel. The payments and fuel hedge should in theory be regarded as operational, while 

the hedge of borrowing exposure should be regarded as financial. Given that the gains/loss account does not 

provide information on where to allocate the losses/gains and that the operational hedge is minimal 

compared to the financial hedge we classify it as financial. 

98 argue that failing to separate excess cash from core operations will incorrectly 

depress the company’s apparent ROIC. In a study they conducted they concluded that a general rule of 

thumb is that companies should regard a ratio of 2 percent of sales as operating cash. This number is 

however based on average numbers on firms on the S&P 500. The authors argue that e.g. companies with 

higher cash flow volatilities hold a higher percentage as an operating cash buffer. NAS had a ratio of 

approximately 13.5 percent in 2012. This suggests that a large portion of their cash was excess. In addition 

all cash and cash equivalents are generating an interest rate of NIBOR99 -0.25 percent p.a. and NIBOR +0.85 

percent p.a. respectively.100

5.2.2.3 Non-current Liabilities  

 This could also argue that cash should be regarded as being a financial asset. 

However, if we regard all cash and cash equivalents as financial, the ROIC would probably be 

overestimated, as it is unlikely that the company does not have operating cash. We will therefore compute 

operating cash as 2 percent of revenues in the future as this is our best estimate based on the financial 

statements and theory.  

“Borrowings” and “financial lease liability” are considered financial liabilities, while “provision for periodic 

maintenance” is considered operational without further discussion. 

                                                      
97 Petersen and Plenborg, Financial Statement Analysis,  p.78 
98 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.143 
99 Norwegian Interbank Offering Rate 
100 NAS Annual Report (2012) p.55 
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Pension obligation: Is regarded as a financial liability given it is valued on a net present value basis, i.e. 

discounted.101

Deferred tax liabilities: This item is the net of all deferred tax liabilities/assets excluding tax loss carry-

forwards that are not expected to be utilized the following year.

 The liability is however 0 in 2012. This is because all pensions were transferred from a 

defined benefit plan to a defined contribution plan. The main difference between the two are that the benefit 

plan makes a promise regarding the pension the employee will receive at retirement, while with a 

contribution plan the company makes a promise regarding the amount it will pay the pension fund on behalf 

of the employee. It then has no obligation concerning what the employee receives at retirement as long as it 

has made yearly contributions to the pension fund. With a benefit plan the difference between your expected 

obligation to your employees, and the value of the assets that you have funded the pension fund are 

considered as a liability. As long as you pay the entire amount of contributions to the pension fund in a 

contribution plan within the fiscal year you will not have any pension obligations to your employees in the 

future, and pension obligations would be zero. NAS transferred all their employees to contribution plans on 

the 1st of December 2012, settling their pension obligations. Entries in the period 2005-2011 are regarded as 

being financial. 

102

5.2.2.4 Current Liabilities 

 It arises from temporary differences 

between book values and tax values. If assuming continuous operations, and that investments in tangible 

assets remain stable, taxes can in theory be deferred indefinitely. We will regard deferred tax liabilities/assets 

as equity equivalents. 

“Short-term part of borrowings” is considered a financial liability, while “trade and other payables” and “air 

traffic settlement liabilities” are considered operational without further discussion. 

Derivative financial instrument is discussed under current assets. We regard it as a financial liability. 

Tax payable: This item arises because a firm pays too little tax on account (for example, because realized 

earnings are higher than expected) during the fiscal year.103

5.3 Profitability Analysis 

 It should be regarded as operational unless 

authorities impose an interest charge on tax payable, which is not the case with NAS. 

After reformulating the financial statements, we can now start analyzing the profitability of NAS and its 

peers. Petersen and Plenborg104

                                                      
101 Petersen and Plenborg, Financial Statement Analysis , p.78 

 provide a Du Pont model for the measurement of operating profitability. It 

can briefly be broken down into the figure below.  

102 NAS Annual Report (2012) p.67 
103 Petersen and Plenborg, Financial Statement Analysis,  p.79 
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Figure 5.2: EVA Du Pont Model 
Source: Own Creation & Koller et al. (2010) 

Economic Value Added (EVA) is as shown divided into two main components: Return on invested capital 

(ROIC) and the weighted average cost of capital (WACC). EVA mixes operational performance with 

financial performance and since the purpose of this part of our analysis is to benchmark NAS’s operational 

performance to its peers, we find it prudent to focus mainly on ROIC. In the following sections, we will 

therefore decompose ROIC and investigate the most important value drivers behind this ratio. We will not 

elaborate on WACC in this section, as the financial leverage and the different investors’/creditors’ rate of 

return will be discussed in the valuation section.   

5.3.1 Decomposition of Return on Invested Capital (ROIC) 
ROIC is the overall profitability measure for operations.105

As we through the restructuring of the financial statements have isolated operational and financial effects, we 

can now use the data at hand to calculate ROIC with the following equation: 

 This ratio is meaningful for valuation, as a higher 

rate of return means higher overall value.  

 

𝑅𝑂𝐼𝐶 =
𝑁𝑒𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 𝐿𝑒𝑠𝑠 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑇𝑎𝑥𝑒𝑠 (𝑁𝑂𝑃𝐿𝐴𝑇)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
∗ 100 

 

All invested capital data is based on average values and not year-end values. For example, if an airline 

acquires an aircraft in the middle of the year, ROIC would be underestimated if one used end of the year 

invested capital, or ROIC would be overestimated if one used beginning of the year invested capital. By 

using beginning of the year invested capital one fails to include how the acquired aircraft has contributed to 

revenue generation in the latter half of the year. The opposite holds if one uses end of year invested capital. 

A more accurate year-to-year picture of the actual operating performance is given by averaging invested 
                                                                                                                                                                                
104 Petersen and Plenborg, Financial Statement Analysis, p.94 
105 Petersen and Plenborg, Financial Statement Analysis, p.94 
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capital. The purpose of this chapter is to compare the companies in the peer group, and we will therefore 

look at average values, based on the arguments above. However, as we will see in the valuation chapter the 

economic value added (EVA) valuation approach uses beginning of the year invested capital.  

As presented in the previous section, ROIC can be divided into several sub-components. The figure below, 

which we call the ROIC decomposition structure (RDS), shows what we believe to be a relevant and 

analytical approach to ROIC for airline companies. The RDS gives a graphical presentation of the 

decomposition of ROIC and the values of the sub-components for each member of the peer group in 2012. 

The purpose of RDS is to show how all value drivers are connected and how they all are building bricks of 

ROIC. A more thorough explanation of each sub-component will be provided in the parts that follow the 

figure.  
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Figure 5.3: ROIC Decomposition Structure 
Source: Own Creation, Koller et al. & Annual Reports
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5.3.1.1 ROIC 

 

Figure 5.4: NAS – ROIC 
Source: Own Creation & NAS Annual Report 

The chart above shows the development of ROIC for NAS. The percentage return indicates how many øre 

(øre=1NOK/100) NAS is able to generate per Norwegian krone invested in operations. 

ROIC does however not give insight to the appropriate level of return compared to peers. The graph below 

shows a cross sectional presentation of ROIC.  

 

Figure 5.5: ROIC - Peer Group 
Source: Own Creation & Annual Reports 

NAS has experienced a couple of downturns during the analysis period. This is mainly because of low NOPLAT 

due to high fuel prices and low revenues. Additionally, NAS had large investments in aircraft in the years 2006-

2008. A stable development can be observed there from on. As was shown in the PESTLE analysis, the jet fuel 

prices peaked in mid 2008, giving a significant impact on NOPLAT for all companies in the peer group. Ryanair 

and easyJet have the last years been climbing to levels over 10 percent due to solid cost management, while SAS 

is so far experiencing the lowest ROIC in the peer group.   
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In order to find out why easyJet and Ryanair are performing better then NAS, we must further analyze ROIC. As 

the RDS shows, there are several factors impacting the ROIC value. The next step in decomposing ROIC is 

analyzing the effects of Pretax ROIC and Operating cash tax rate. 

5.3.1.2 Operating Cash Tax Rate 

This is the tax cost related to operations and is based on, as previously mentioned, the weighted marginal tax 

rates in the countries where the companies have operations, and changes in operational deferred taxes. An 

example is Ryanair who benefits from low marginal tax rate in Ireland (12.5 percent) which consistently yield a 

relatively low tax cost.  

5.3.1.3 Pretax ROIC 

Pretax ROIC is the product of EBIT margin and Turnover, Invested capital. For the sake of structure and 

overview we will discuss this section in the following matter: First we will discuss Turnover, Invested Capital 

and its components Operating working capital efficiency and Fixed-asset efficiency. Following the discussion on 

Turnover, Invested Capital, we will elaborate on EBIT margin and its multiple components.  

5.3.1.4 Turnover, Invested Capital 

Turnover, Invested Capital is a measurement of capital intensity i.e. how much revenue the invested capital is 

able to generate. Turnover, Invested Capital can again be divided to the components mentioned above. The 

relationship between the components and Turnover, Invested Capital can be expressed by the following 

equation: 

   𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟, 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 = 1
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙

𝑅𝑒𝑣𝑒𝑛𝑢𝑒 +𝐹𝑖𝑥𝑒𝑑 𝑎𝑠𝑠𝑒𝑡𝑠
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

  

Whereas high values are positive regarding Turnover, Invested Capital, the sub-components imply a reverse 

relationship – low values are better. The interpretation of Operating working capital efficiency and Fixed assets 

efficiency is how many units of capital are needed to generate one unit of revenue.  

The chart below shows the development of Turnover, Invested Capital from 2005 to 2012 in our peer group. As 

we can see, SAS has the best performance in the peer group, probably because of high ticket prices, resulting in 

relatively high revenue. Ryanair has the lowest values in the peer group, but as stated above, they outperform the 

other companies in terms of ROIC. NAS performs on level with Ryanair, but has shown a negative trend. The 

negative trend has to be seen in light of NAS’s aircraft fleet renewal. One can assume that a newer aircraft will 

have a higher book value than an older one, thus making the turnover lower, all else equal. 
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Figure 5.6: Turnover, Invested Capital 
Source: Own Creation & Annual Reports 

5.3.1.5 EBIT Margin 

As stated above, SAS and Ryanair have the best and worst performance in terms of Turnover, Invested Capital. 

Despite this, performance is the other way around when looking at pretax ROIC. This is due to the impact of the 

second component of pretax ROIC, namely EBIT margin. This is the result of the relationship between all 

operating costs and revenue. The following table shows the historical development of the EBIT-margin of the 

peer group. 

 

Table 5.1: Operating Margin 
Source: Own Creation & Annual Reports 

As we can see, Ryanair has a significantly higher margin than its competitors. SAS has by far the worst 

performance. This explains their poor ROIC, despite their high turnover on invested capital. NAS has 

experienced an uneven development, but has over the 

period averaged at 7.91 percent. The two most significant 

drops are observed in 2006 and 2008. We believe that the 

2006 drop is mainly caused by a jump in other 

operational expenses and costs (depreciation) related to 

leasing activities. We know from our PESTLE analysis 

that the fuel prices surged in 2008. In our Five Forces 

analysis, we also briefly mentioned hedging. Interestingly, 
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Figure 5.7: EBIT-Margin 
Source: Own Creation & Annual Reports 
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easyJet and Ryanair’s EBIT-margin remains fairly close to its average levels in 2008, while it plummets in 2009 

despite fuel prices dropping to a more favorable level. We believe that this might be a result of large proportions 

being hedged in 2007 and 2008 at “low” and “high” prices respectively. On the other hand NAS’s EBIT-margin 

increased in 2009, which can be explained by the lower hedging activity. Although NAS has experienced a fairly 

more volatile development of its EBIT-margin we observe that it is at a relatively similar level to easyJet in 

2009. In order to further examine why this is the case, and also understand the historical development, we have 

to decompose the EBIT-margin in line with our RDS. If we review the RDS we can see that we now have 

reached the following branch: 

 

Figure 5.8: RDS Progress 
Source: Own Creation & Koller et al. (2010) 

However, in order to do a thorough and detailed analysis of the sub-components of EBIT margin, we have to 

understand what drives them. The operational drivers are to a large degree determined by airline specific ratios 

(ASR). In order for the reader to get a structured view of what actually drives margins, we will provide an 

overview of the most important ASRs, before returning to our analysis of what drives the EBIT-margin.  

5.3.2 Airline Specific Ratios 

5.3.2.1 ASK 

Available Seat Kilometers is a measurement of total capacity of an airline. ASK is defined as numbers of seats 

multiplied by the distance flown106

                                                      
106 NAS Annual Report Web Edition (2012) Definitions 

. This calculation gives only a number of the potential of the airline and does 

not take into consideration the actual passenger load. It is therefore important to interpret ASK the right way 
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when looking at rising or declining values. A rise in ASK can be unprofitable if the airline is unable to fill the 

seats and a decline in ASK can represent a cut in unprofitable routes. The following graph shows ASK for NAS 

and its closest competitors.  

  

Figure 5.9: ASK 
Source: Own Creation & Annual Reports 

Norwegian has had a steady growth in ASK during recent years. This is due to a combination of fleet expansion 

as well as new destinations and new routes. NAS reports a 2012 capacity of 25 920 million ASK, an 18 percent 

growth from 2011. Ryanair has experienced an exceptional growth and has by far the largest capacity at 114 464 

million ASK in 2012. easyJet is still well ahead of NAS with a 2012 capacity of 72 182 million ASK. NAS is 

currently the smallest of its peers when measuring in ASK, however surpassing its closest competitor SAS does 

not seem improbable.  

The large order of aircraft, which in late 2012 summed up to 279 will probably give a significant rise in ASK. 

The following graph shows the planned total of aircraft in the NAS fleet according to expected deliveries.  

 

Figure 5.10: Number of Aircraft NAS 
Source: Own Creation & Annual Report 

-

20 000,00 

40 000,00 

60 000,00 

80 000,00 

100 000,00 

120 000,00 

140 000,00 

2005 2006 2007 2008 2009 2010 2011 2012

ASK, million

NAS

SAS

easyJet

Ryanair

0

20

40

60

80

100

120

2005 2007 2009 2011 2013 2015

Number of Aircraft - NAS

Number of Aircraft -
NAS



 

64 
 

The newly introduced long-haul routes with destinations such as New York, Fort Lauderdale and Bangkok will 

contribute to increase capacity further. NAS guides for a production growth of 25 percent for 2013.107

5.3.2.2 RPK 

  

Revenue Passenger Kilometer is a measure of the 

volume of passengers carried. RPK is defined as 

number of occupied seats multiplied by distance 

flown.108

As the graph shows, RPK follows the same trends as 

ASK for the companies at hand. Ryanair is by far 

the biggest company when looking at RPK. SAS is experiencing a decline in RPK, probably due to cut backs 

and the introduction of the cost saving 4Excellence program. NAS is still behind SAS on RPK, but growth in 

passenger travel along with capacity growth should put them in front within a few years. In 2012 NAS had a 

RPK growth of 17 percent. 

 Contrary to ASK, RPK give a more 

accurate picture of an airline’s actual ability to 

generate revenue. RPK represent lower values than 

ASK because it is practically impossible to fill all 

seats at all times.  

5.3.2.3 RASK 

Revenue per available seat kilometer (RASK) is a 

measurement of how much revenue one single seat 

has generated on average per kilometer flown. RASK 

is calculated as revenue divided by ASK. The 

following chart shows the historical development of 

the peer group. 

This ratio can however be broken down further, and 

we can reformulate it as load factor times yield.  

                                                      
107 NAS Annual Report Web Edition (2012) Operations and Market Development 
108 NAS Annual Report Web Edition (2012) Definitions 
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Figure 5.12: Revenue per ASK 
Source: Own Creation & Annual Reports 
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5.3.2.4 Load Factor 

Load factor is the actual utilization of potential capacity and is calculated as RPK divided by ASK. A high load 

factor means that a high percentage of actual seat capacity is utilized. Business models of LCC’s normally 

promote high load factors, which give environmental profits and low unit costs. 

 

Figure 5.13: Load Factor 
Source: Own Creation & Annual Reports 

For NAS, load factor has been relatively stable just below 80 percent during the last few years. Competitors 

deliver similar results, except easyJet who can show to the strongest numbers in the industry. easyJet’s recent 

improvement of  load factor is probably the reason why their RASK has caught up with NAS’s. This becomes 

especially evident when examining yield in the following section. 

5.3.2.5 Yield 

Yield measures revenue per passenger kilometers flown and is calculated by dividing revenue on RPK. In other 

words, yield is a measure of average ticket price paid per passenger, per kilometer. The following figure shows 

historical yield development for NAS and its peers. 
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Figure 5.14: Yield 
Source: Own Creation & Annual Reports 

The yields of NAS and easyJet seem to be fairly correlated, which builds up on our previous argumentation that 

easyJet’s RASK improvement can be attributed load factor. SAS delivers the highest yields. This is probably 

because of their focus on business travelers and diversification through offering of additional services. Ryanair, 

on the other hand, is described as being the most “aggressive” LCC in terms of offering the lowest fares, and this 

is reflected in their yield. NAS’s yield is also as expected, a bit higher than the two other LCC’s, which probably 

reflects the customers’ willingness to pay a small premium to arrive at primary airports, as well as additional 

services like free Wi-Fi. In addition, we know from the PESTLE-analysis that the primary customer base located 

in Scandinavia probably holds higher purchasing power. 

5.3.3 EBIT margin sub-components 
As we now have examined the most important ASRs, we can continue to connect them to the sub-components of 

EBIT-margin. This will help us to assess whether the differences in financial performance between the 

companies in the peer group are sustainable.109

We will therefore now discuss the following: 

  

• Payroll/Revenue 

• Fuel/Revenue 

• Other costs/Revenue 

• Depreciation & Amortization/Revenue 

 

                                                      
109 Koller et al., Valuation – Measuring and Managing the Value of Companies,   p.169 
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5.3.3.1 Payroll/Revenue 

Payroll/Revenue is a measure of how much salary and wages make up as a part of revenue.  

 

Table 5.2: Payroll/Revenue 
Source: Own Creation & Annual Reports 

Intuitively the averages from the table above suggest that SAS has the highest paid employees, and Ryanair has 

the lowest paid. This is in line with what the profile of LCCs versus network carriers suggest. However, there is 

more to this ratio than solely salary levels. 

One can say that payroll/revenue is a combination of 

salary levels, and the combined productivity of 

employees. This ratio can therefore be decomposed by 

dividing payroll/ASK on RASK, and payroll/ASK can 

further be decomposed into payroll/employees divided 

by ASK/employees.  

As RASK has been explained in the ASR section we will start by examining payroll/ASK (RASK will not be 

further explained in the following sub-components of EBIT-margin). 

 

Table 5.3: Payroll/ASK 
Source: Own Creation & Annual Reports 

This ratio shows how many NOKs in payroll each airline needs in order to generate 1 ASK. As mentioned above 

this is a function of the employees productivity (measured as ASK/employees) and salary level (measured as 

payroll/employees). The figure below shows a graphical presentation of employee productivity and salary level. 

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 15.16 % 14.04 % 14.72 % 17.28 % 17.83 % 17.81 % 17.43 % 16.08 % 16.30 %
SAS 33.07 % 32.36 % 33.39 % 33.35 % 40.07 % 33.83 % 31.61 % 32.19 % 33.73 %
easyJet 19.88 % 18.78 % 20.04 % 11.14 % 11.50 % 11.30 % 11.79 % 11.21 % 14.45 %
Ryanair 10.74 % 10.13 % 10.13 % 10.51 % 10.51 % 11.21 % 10.36 % 9.45 % 10.38 %

Payroll/revenue

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 8.63 % 7.69 % 8.23 % 9.33 % 9.61 % 8.60 % 8.36 % 7.98 % 8.55 %
SAS 33.48 % 26.26 % 36.58 % 35.88 % 41.61 % 33.68 % 37.32 % 31.48 % 34.54 %
easyJet 9.72 % 9.69 % 9.71 % 4.88 % 5.17 % 4.99 % 5.28 % 5.52 % 6.87 %
Ryanair 3.96 % 3.53 % 3.52 % 3.53 % 3.56 % 3.12 % 2.87 % 2.71 % 3.35 %

Payroll/ASK

Payroll/revenue 

Payroll/ASK 

Payroll/employees 

ASK/employees 

RASK 

Figure 5.15: Payroll/Revenue Decomposition 
Source: Own Creation & Koller et al. (2010) 
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Figure 5.16: Employee Cost & Productivity 
Source: Own Creation & Annual Reports 

As we can see, Ryanair benefits from having both the most ASKs produced per employee (left axis), and the 

lowest salary level per employee (right axis). Interestingly, NAS is the company which currently has the highest 

salary levels overall the last few years. This is surprising since SAS, which is not considered a LCC, is part of 

the analysis. The high salary levels puts a huge disadvantage on NAS compared to its LCC competitors. For 

instance we can see that easyJet made a substantial reduction in their salary levels between 2007 and 2008, and 

that Ryanair again has an even lower salary level. A positive aspect of this analysis from NAS’s point of view is 

that they have fairly productive employees, even above the level of easyJet in 2012. NAS’s productivity is the 

only factor that separates them from having the relatively high payroll/ASK ratio of SAS, as we see that SAS’s 

productivity is almost one fifth of NAS’s in 2012. 

5.3.3.2 Fuel/Revenue 

This ratio measures the fuel costs in percentage of revenue. It can further be decomposed into fuel/ASK divided 

by RASK. As mentioned in the PESTLE analysis, fuel is one of the most important costs an airline must face. 

The table below shows each company’s fuel costs in percentage of revenue. 
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Table 5.4: Fuel/Revenue 
Source: Own Creation & Annual Reports 

As expected on the basis of the PESTLE analysis, the LCC’s have higher ratios than SAS. One can assume that 

if an airline has a relatively high fuel to revenue ratio, its other costs are well managed and kept at low levels. 

The rationale behind this is that it is practically impossible to reduce fuel costs to a lower level than technology 

(modern aircraft or fuel) allows. 

It is therefore important not only to examine the level of fuel 

to revenue, but also how well the fuel costs are employed. The 

figure shows how many NOK’s it costs in fuel to produce one 

ASK. Once again we see that Ryanair is the top-performer. 

This is probably mainly due to the fact that they, as previously 

mentioned, operate a uniform fleet consisting of one of the 

most fuel efficient medium-haul aircraft, namely the Boeing 

787-800. However, NAS’s fleet also almost consists entirely 

of Boeing 737-800s, which in theory makes it almost as 

modern and fuel efficient as Ryanair’s. In addition, it is more modern than easyJet’s fleet, suggesting that factors 

other than aircraft technology may be relevant. One theory might be that easyJet and Ryanair utilizes their 

aircraft more fuel efficiently. This can include take-off and landing procedures, and effective ground handling 

routines preventing the need for “speeding” to catch up delays.  

5.3.3.3 Other Costs/Revenue 

Other costs comprise the operating costs excluding payroll, fuel, depreciation and amortization. It is generally 

the aggregate sum of sales and distribution costs, maintenance, marketing, airport charges and ground 

handling. By analyzing this ratio we get a picture of how well costs related to operational activities are managed.  

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 19.49 % 23.93 % 23.44 % 32.22 % 19.47 % 24.34 % 29.37 % 29.09 % 25.17 %
SAS 16.95 % 15.86 % 14.93 % 18.23 % 17.11 % 16.07 % 18.76 % 22.33 % 17.53 %
easyJet 19.40 % 23.94 % 23.68 % 29.99 % 30.27 % 24.67 % 26.56 % 29.81 % 26.04 %
Ryanair 20.11 % 27.32 % 31.00 % 29.16 % 42.73 % 29.92 % 33.81 % 36.30 % 31.29 %

Fuel/revenue
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Figure 5.17: Fuel/ASK 
Source: Own Creation & Annual Reports 
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Table 5.5: Other Costs/Revenue 
Source: Own Creation & Annual Reports 

As the table shows, NAS and easyJet perform relatively similar on average. However, NAS has a decreasing 

trend, with 50.39 percent in 2005 and 38.05 percent in 2012. Similarly to the two previous ratios, other 

costs/revenue can be decomposed using ASK and RASK.  

 

Table 5.6: Other Costs/ASK 
Source: Own Creation & Annual Reports 

The ratio showed in the table above shows how many NOK’s of other costs it takes to produce one ASK. 

Although the average number for NAS is higher than it is for easyJet, NAS has showed a positive development 

in its management of other costs. Their 2012 value is considerably lower than easyJet’s, but still far from the 

performance of Ryanair. 

5.3.3.4 Depreciation & Amortization/Revenue 

This ratio shows depreciation (including operational lease depreciation) and amortization as a percentage of 

revenues and is the final piece of the decomposition of EBIT-margin.  

 

Table 5.7: Depreciation & Amortization/Revenue 
Source: Own Creation & Annual Reports 

The values in the table above do not reflect the trends we have seen in the previous ratios. However, if we 

examine the costs per ASK in a similar way as in previous parts we find more sensible numbers. We decompose 

depreciation and amortization through the following equation: 

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 50.39 % 55.20 % 49.90 % 44.62 % 45.03 % 44.52 % 41.48 % 38.05 % 46.15 %
SAS 40.09 % 41.62 % 41.76 % 42.22 % 40.58 % 45.08 % 38.57 % 39.10 % 41.13 %
easyJet 45.33 % 40.09 % 39.69 % 47.81 % 49.79 % 50.50 % 48.09 % 45.20 % 45.81 %
Ryanair 33.32 % 30.24 % 28.77 % 31.37 % 32.25 % 34.34 % 31.71 % 29.58 % 31.45 %

Other costs/revenue

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 28.69 % 30.23 % 27.89 % 24.09 % 24.28 % 21.50 % 19.90 % 18.87 % 24.43 %
SAS 40.59 % 33.78 % 45.74 % 45.42 % 42.14 % 44.88 % 45.54 % 38.24 % 42.04 %
easyJet 22.15 % 20.68 % 19.22 % 20.96 % 22.39 % 22.28 % 21.51 % 22.25 % 21.43 %
Ryanair 12.28 % 10.55 % 10.00 % 10.52 % 10.93 % 9.55 % 8.80 % 8.48 % 10.14 %

Other costs/ASK

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 3.49% 3.66% 3.95% 4.23% 4.70% 5.01% 5.26% 5.51% 4.48%
SAS 4.79% 4.38% 3.70% 3.69% 5.02% 5.37% 6.49% 4.62% 4.76%
easyJet 8.37% 8.07% 5.86% 5.61% 5.61% 5.66% 5.05% 4.63% 6.11%
Ryanair 9.40% 9.12% 8.06% 8.18% 10.39% 9.90% 9.34% 8.35% 9.09%

Depreciation (incl. Lease), amortization/revenue
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𝐷&𝐴
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

=
𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑖𝑛𝑐𝑙. 𝐿𝑒𝑎𝑠𝑒)

𝐴𝑆𝐾
𝑅𝐴𝑆𝐾

+
𝐴𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛

𝐴𝑆𝐾
𝑅𝐴𝑆𝐾

 

Lease depreciation for each company of the peer group has been calculated using the Moody’s method as 

described in the reformulation of the balance sheet. The interest rate payment-component of the lease payment 

has been subtracted from the lease payment in order to obtain the depreciation component. The interest rate 

component has been calculated from a cost of unsecured debt, which has been obtained by adding a spread to the 

risk free rate. The calculations are identical to those performed on Norwegian and can be found in Appendix 25.  

 

Table 5.8: Depreciation & Amortization/ASK 
Source: Own Creation & Annual Reports 

The values above can be interpreted as NOK cost of depreciation and amortization needed to produce one ASK. 

We see that easyJet has the lowest cost, which could be explained by a more effective utilization of aircraft. 

However, this ratio can be broken down further. It can be shown as depreciation per plane divided on ASK per 

plane.  

 

Table 5.9: Depreciation & Amortization/Plane 
Source: Own Creation & Annual Reports 

This ratio does to a large degree depend on the depreciation schedules and the list price of aircraft owned/leased. 

It does not provide any important analytical information. ASK per plane on the other hand gives a good 

indication of how effective the different fleets are utilized. 

2005 2006 2007 2008 2009 2010 2011 2012 Avg
NAS 1.99 % 2.00 % 2.21 % 2.28 % 2.53 % 2.42 % 2.52 % 2.74 % 2.34 %
SAS 4.85 % 3.55 % 4.05 % 3.98 % 5.21 % 5.35 % 7.67 % 4.52 % 4.90 %
easyJet 4.09 % 4.16 % 2.84 % 2.46 % 2.52 % 2.50 % 2.26 % 2.28 % 2.89 %
Ryanair 3.46 % 3.18 % 2.80 % 2.74 % 3.52 % 2.75 % 2.59 % 2.39 % 2.93 %

Depreciation (incl. Lease), amortization/ASK

2005 2006 2007 2008 2009 2010 2011 2012
NAS 4,452.26         4,363.95       4,624.19       5,166.70       6,606.54       7,026.78       8,154.09       9,648.61       
SAS 8,236.41         6,107.71       6,100.45       6,457.79       9,998.62       10,185.74     12,329.77     6,846.03       
easyJet 11,979.09      12,579.31     8,940.07       8,141.45       7,870.83       7,720.22       7,368.83       7,345.42       
Ryanair 10,790.19      11,613.50     10,547.12     10,986.09     13,606.89     9,472.24       9,715.84       9,318.15       

Depreciation (incl. Lease), amortization/plane
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Table 5.10: ASK/Plane 
Source: Own Creation & Annual Reports 

As we can see, Ryanair and NAS have a small edge over easyJet, and each of these airlines is more than twice as 

effective as SAS in 2012.  

5.3.3.5 Operating CASK 

As we have examined all the different drivers of the EBIT-margin we can summarize them in one single Airline 

Specific Ratio, namely Operating CASK. Cost per available seat kilometer (CASK) is a measurement of the unit 

cost of one seat per kilometer flown. As CASK is calculated by dividing operating cost on available seat 

kilometers, unit cost is well reflected by this parameter.  

Our decomposition of EBIT margin can be explained using the following equation: 

𝐶𝐴𝑆𝐾 =
(𝑃𝑎𝑦𝑟𝑜𝑙𝑙 + 𝐹𝑢𝑒𝑙 𝑐𝑜𝑠𝑡𝑠 + 𝑜𝑡ℎ𝑒𝑟 𝑐𝑜𝑠𝑡𝑠 + 𝑑𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 & 𝑎𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛)

𝐴𝑆𝐾
 

 

Figure 5.18: Operating CASK 
Source: Own Creation & Annual Reports 

CASK reflects the sum of the operating cost ratios we have discussed above. It is therefore not a surprise to see 

the same trends reoccurring. SAS has by far the highest operating unit cost, while Ryanair is the cost leader in 

the peer group. easyJet has a better historical performance than NAS, but as we can see, the unit cost of the two 

companies is moving against identical levels. However, as we previously have stated, the relationship between 

unit cost (CASK) and unit revenue (RASK) is crucial for the EBIT-margin. The relationship can be expressed by 

the equation below:  

2005 2006 2007 2008 2009 2010 2011 2012
NAS 266,461.54    244,136.36   236,281.25   288,250.00   294,673.91   312,350.88   354,161.29   381,176.47   
SAS 179,435.37    178,641.20   153,965.38   164,733.33   195,445.05   194,724.72   163,643.24   155,000.00   
easyJet 294,871.56    304,000.00   317,525.55   337,496.97   321,353.59   321,147.96   339,794.12   337,299.07   
Ryanair 311,523.96    365,139.24   376,328.47   400,716.87   386,668.37   344,132.00   374,792.30   389,332.58   
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𝐸𝐵𝐼𝑇 𝑚𝑎𝑟𝑔𝑖𝑛 = 1 −
𝐶𝐴𝑆𝐾
𝑅𝐴𝑆𝐾

= 1 −
1

𝑅𝐴𝑆𝐾
𝐶𝐴𝑆𝐾

 

When looking at the RASK/CASK ratio, we can get an understanding of the operational profitability per seat 

kilometer produced. Note that this ratio should be interpreted as the relative size of RASK compared to CASK. 

A value above 1 will therefore translate into a positive 

EBIT-margin. What is interesting to see from the 

RASK/CASK chart, is the inverted trends of NAS and 

easyJet. NAS has showed improvement in terms of CASK 

development the last few years, and one can expect CASK 

to fall even further as newer and more modern aircraft are 

added to the fleet. SAS is once again the airline with the 

worst performance while easyJet and Ryanair are top 

performers.  

5.4 Partial Conclusion 

We have now examined what drives the EBIT-margin, and have concluded our analysis of profitability and 

therefore also the overall financial analysis.  

By discussing accounting quality we have found that all companies in the peer group are using IFRS, and that 

the accounting quality in general is solid and unbiased.  

The reformulation of the income statements and balance sheets has proven to be important, as all the companies 

in the peer group had mixed financial and operational items in their statements. In addition, all companies had 

left significant portions of their financing out of the balance sheet through operational leases. By separating the 

operational items from the financial, and capitalizing the operational lease we have developed financial 

statements that are usable for further analysis of the operational performance. 

Through obtaining NOPLAT and invested capital we have been able to compute ROIC, which is the main 

financial performance measure in our analysis. We have found that Ryanair and easyJet are outperforming NAS 

in terms of profitability. NAS does however experience a significantly higher profitability than SAS. By 

decomposing ROIC we have been able to map the underlying drivers of profitability. We found that the reason 

for easyJet outperforming NAS was that they had a much higher capital turnover, while their EBIT-margin was 

virtually the same. Ryanair has on the other hand a much lower capital turnover than all peers. Their source of 
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profitability lies in their superior EBIT-margin, which is driven by the fact that Ryanair is the top-performer in 

virtually every value driver.  

By analyzing the EBIT-margin we have found the areas where NAS is outperformed by Ryanair and easyJet. 

What we found was that NAS average payroll costs per employee were much higher than the other LCCs. This is 

probably because of, as mentioned in the PESTLE-analysis, high Scandinavian salary levels. We have also found 

that Ryanair are able to produce ASK much more fuel-efficiently than NAS and easyJet, which perform at a 

similar higher level. NAS’s other operational costs have decreased substantially during the period analyzed. The 

levels were much higher than both Ryanair’s and easyJet’s in 2005. NAS surpassed easyJet in 2010, and are 

today operating at a significantly lower level.  

By decomposing EBIT-margin we have found that all value drivers can be linked to available seat kilometers 

(ASK). All operational costs have therefore been broken down to one common ratio, namely CASK. Similarly, 

we have employed the counterpart RASK, which is a measure of revenue per ASK. We have finally proved that 

the relationship between these two ratios is directly connected to EBIT-margin. 

In the next part of the thesis we will combine what we have uncovered in the financial analysis with what was 

discussed in the strategic analysis, in order to obtain realistic forecasts of future performance.   
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6 Forecasting 

In the previous sections we have analyzed the drivers of NAS’s historic profitability, as well as the strategic 

environment the company is situated in. This has given us the basis to move our focus forward. By combining 

what we learned in the strategic analysis with the drivers we uncovered in the financial analysis we should be 

able to produce fairly realistic forecasts regarding the future financial performance of NAS. 

The assumptions and techniques that we use in the forecast will be crucial for the final result of this valuation 

paper. Therefore we will carefully analyze the methods applied in this forecast in order to assure a high quality 

valuation. 

An important factor for the quality of the valuation is the choice of forecast period. According to Petersen and 

Plenborg the forecast analysis is build upon three periods, namely the historic period, the explicit forecast period 

and the terminal period. The historic period gives us the foundation for forecasting through analysis of current 

levels and ratios, and historical trends. The explicit forecast period builds on historical ratios, but incorporates 

the future expectations established by the qualitative analysis. Finally, the terminal period assumes that the 

company’s performance develops at a sustainable pace for all foreseeable future. The choice of explicit forecast 

period should reflect the time it takes for the company to reach a steady state. According to Koller et al. an 

explicit forecast period of 10 to 15 years is recommended. Additionally, they recommend a detailed 5 to 7 years 

forecast and a simplified forecast for the remaining years. We have chosen an explicit forecast period of ten 

years, with a subsequent detailed period from 2013 to 2017 and a simplified forecast for the period 2018 to 2022. 

The reason for this choice is that it is unlikely for NAS to experience any abnormal growth without further 

aircraft orders. As we describe in the following ASK development section, the deliveries from the aircraft order 

will be completed within ten years. As NAS’s management has not given indications on additional aircraft 

orders, we believe we have good and realistic estimates for fleet growth up to- and including 2022. We therefore 

believe a ten-year period will yield forecasts free of unrealistic assumptions and thus give the basis for a solid 

valuation 

In the following sections we will create forecasts of the pro forma income statement and the pro forma balance 

sheet. The results from these two statements will enable us to forecast the cash flow statement. Finally, we will 

review our results in order to ensure quality and plausibility. 
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6.1 Pro Forma: Income Statement 

In the financial analysis chapter we saw how the main operating drivers in the airline industry are linked to the 

profitability of the airline. The most basic form of income statement forecast would examine the relationship 

between each cost item and revenue to find the future profit margins; we believe this method to be insufficient in 

the airline industry. Consider the example provided by Koller et al.110

6.1.1 ASK Development 

 During the early 2000s the airline business 

experienced decreases in demand, and therefore also decreasing ticket prices. This meant that costs as a 

percentage of revenues increased. However, this did not necessarily imply that airlines were becoming high cost 

carriers. For example, if forecasting revenues as a function of aggregate components of operational drivers one is 

able to separate price and volume effects. As we discovered, the profit margin can be shown to be driven by the 

development of the relationship between RASK (revenue per available seat kilometer) and CASK (cost per 

available seat kilometer). If one were to use RASK and CASK instead of margins based on revenue in the 

previous example one would probably have discovered that the decline in profitability was due to the airlines’ 

lowered ability to generate revenues per seat kilometer produced, not higher costs per seat kilometer produced. 

We therefore believe that forecasting the income statement on drivers based on revenue easily can distort the 

analytical understanding of the future developments in the airline industry. We will therefore base most of our 

forecast on the relationship between each item and production levels, represented by ASK. It is therefore natural 

that we start our forecasting by analyzing the future development of ASK. 

As previously explained ASK is defined as the total number of seats multiplied with the total distance flown. 

The future development therefore relies on the number of planes and production levels of each plane 

(represented by ASK per plane).  

6.1.1.1 Number of Planes 

We have briefly discussed NAS’s plane orders in both the overview of the company and the profitability 

analysis. The company’s annual reports provide a detailed fleet plan up until 2015, where they expect to have a 

fleet of 102 planes. In addition, they expect an average fleet growth of 11 percent from 2016 until 2022 based on 

the projected aircraft deliveries.111

                                                      
110 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.206 

 This gives us very detailed information regarding the first aspect of ASK 

development, namely number of planes. 

111 www.norwegian.no (2013) 
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Figure 6.1: Aircraft Budget 
Source: Own Creation & NAS Annual Report (2012) 

The number of planes calculation is based on the explicit fleet budget presented by management for the years 

2013-2015, and the plane development for the rest of the forecast period is found by calculating the expected 

fleet size in 2022 by calculating annual growth of 11 percent in 7 years based on 2015 numbers. We then arrive 

at approximately 220 planes, and we assume that they will be delivered evenly at 16-17 planes per year from 

2015 until 2022. When also considering aircraft retirement, the big 2011/2012 order will be fully delivered by 

2022.  

6.1.1.2 ASK per Plane 

Now that we have estimates for the future fleet we have to examine the future development in ASK per plane to 

reach the total expected ASK levels. We believe production levels rely on several factors, including but not 

restricted to: length of route, type of aircraft and frequency of flights. 

As we discussed in our strategic analysis, we know that NAS will expand their operations to include long-haul 

flights to destinations in the USA and Asia. If we look at ASK production of the new 787-Dreamliner we find 

significantly higher production levels than a 737-800. For example, a simple calculation shows that a 787 flight 

from Oslo to Ft. Lauderdale produce 290 seats times approximately 8000 kilometers, equaling a sum of 2.32 

million ASK per flight. A flight with NAS’s currently average flight distance of 1000 kilometers112

                                                      
112 www.norwegian.no (2013) 

 in a 737-800 

yields 190 thousand ASKs. This implies that one 737-800 has to fly 12 flights for every 787 flight to produce 

similar levels of ASK per plane. Further exemplifying, we know that the flight distance between Oslo and 

London is about 1000 kilometers and that the flight time is approximately two hours. Assuming a turnaround 

time of 30 minutes, a single 737-800 can maximally operate this route approximately 10 times (5 times assuming 

round trip) per 24 hours. It is however unrealistic to assume that an airplane operates 24 hours a day. As we 

know the ASK levels per plane in 2012, we can calculate the average trips per plane per day, assuming 1000 
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kilometer flights. We get that an aircraft on average makes 5.5 trips per day.113

The final step in our analysis of ASK per plane is to address the flight frequency. All else equal, an aircraft will 

produce more ASKs if it for instance is able to reduce its turnaround time, and optimize takeoff and landing 

routines enough to e.g. be able to take off for an additional flight within a day. As we remember from our 

financial analysis, Ryanair was for instance able to produce just above 400 million ASK per plane in 2008 

operating short to medium-haul flights. This indicates that there is room for improvement for NAS whose 2012 

ASK level per plane is just above 380 million. However, given NAS’s projected high growth in planes, we 

believe it to be very optimistic to assume that they can further improve their flight frequency while constantly 

including a significant number of planes in their fleet. We therefore assume that their 2012 ASK per plane ratio 

remains stable throughout the forecast period for their short to medium-haul aircraft. 

 For simplicity we assume that a 

737-800 on average can fly 6 trips at 1000 kilometers a day. The ASK per plane will therefore be twice as high 

for a 787 Dreamliner than for a 737-800. We know from the explicit fleet budget that NAS plans to operate three 

787s in 2013, five in 2014, and eight in 2015. The remaining future fleet consists of 737-800s as well as next 

generation medium-haul aircraft, according to the current aircraft orders placed by NAS. From the strategic 

analysis we learned that NAS will focus on long-haul operations in the future. It is therefore probable that the 

787 Dreamliner fleet will continue to grow in the remaining parts of our forecast period. However, the 

management has published explicit fleet growth expectations for the entire forecast period based on the aircraft 

currently on order, and these expectations do not include any delivery of 787s after 2015. We therefore believe it 

to be more accurate to base our figures on current management expectations, rather than speculating in further 

acquisitions of 787s. 

The table below summarizes our forecast of future ASK. 

                                                      
113 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑡𝑟𝑖𝑝𝑠 =

�𝐴𝑣𝑎𝑖𝑙𝑎𝑏𝑙𝑒 𝑠𝑒𝑎𝑡𝑠 𝑝𝑒𝑟 𝑝𝑙𝑎𝑛𝑒∗𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑓𝑙𝑖𝑔ℎ𝑡 𝑑𝑖𝑠𝑡𝑎𝑛𝑐𝑒
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Table 6.1: ASK per Plane Forecast 
Source: Own Creation 

As we can see, the introduction of 787s will initially increase the overall average ASK production per plane, but 

the ASK per plane ratio will have a negative trend from 2015-2022 as medium-haul aircraft will represent a 

relatively larger part of the fleet. 

6.1.2 Revenues 
In our financial analysis we showed how revenues or more specifically, revenues per ASK (RASK) can be 

broken down to the product of yield and load factor. In the following section we will therefore connect the 

findings in the strategic and financial analysis to the forecast of the components of RASK.  

6.1.2.1 Yield 

As explained in the Airline Specific Ratios section, yield is a measure of average ticket price paid per passenger, 

per kilometer. Pricing is therefore an important factor when considering yield. In our strategic analysis, we 

discussed the highly competitive situation in current markets. One of the most important findings in the five 

forces analysis regarding yield, is that competition is mainly driven by price, rather than e.g. diversification. The 

historical yield development strongly supports these findings.  

 

Figure 6.2: Historical Yield Development 
Source: Own Creation & NAS Annual Reports (2005-2012) 

2012 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Total Fleet 68 84 95 102 120 137 154 171 188 204 220
Long-haul 0 3 5 8 8 8 8 8 8 8 8
Medium-haul 68 81 90 94 112 129 146 163 180 196 212
ASK per long-haul (million) 0 762 762 762 762 762 762 762 762 762 762
ASK per medium-haul (million) 381 381 381 381 381 381 381 381 381 381 381
Long-haul contribution (million) 0 2,287 3,812 6,099 6,099 6,099 6,099 6,099 6,099 6,099 6,099
Medium-haul contribution (million) 25,920 30,875 34,306 35,831 42,692 49,172 55,652 62,132 68,612 74,711 80,809
Total ASK (million) 25,920 33,162 38,118 41,929 48,791 55,271 61,751 68,231 74,711 80,809 86,908
ASK per plane (million) 381 395 401 411 407 403 401 399 397 396 395

ASK per plane calculations
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As for the future, there are several arguments that support further decline in yields. The modernization of NAS’s 

fleet is above all a cost saving strategy. New aircraft consume less fuel, lower operating costs will therefore 

enable the company to charge lower ticket fares. Additionally, we believe the future size of NAS’s fleet will 

reduce the unit fixed costs from today’s levels. Through our competitor analysis, we know that the strategy of 

fleet modernization and expansion is not unique for NAS and in the financial analysis we saw that NAS is far 

from being cost leader. These arguments lead us to believe that any future cost reductions would translate into 

lower ticket fares in order to compete with the likes of Ryanair and easyJet.    

Engaging in long haul operations will probably also have negative impacts on yield. A quick glance on the ticket 

prices offered for long haul travel with NAS show that yield will be lower compared to the current yield based 

on regional operations.  

In our explicit 5 year detailed forecast we believe yield to decline by 1.4 øre (0.014 NOK) per year from the 

2012 yield of 63.18 øre. The level of decline is based on the average decline in from 2005-2012. If we examine 

the yield levels of easyJet, the company we assume to be the most similar to NAS because of their comparable 

business model, we find yields between approximately 60 and 50 øre with an average of 54.05 øre. We have 

previously stated that NAS offer a product of slightly higher quality (e.g. free Wi-Fi) and a small premium on 

their yield compared to easyJet seems appropriate.  Due to lack of further planned investments in long haul 

aircraft and the arguments stated above, we believe that yield will stabilize at 56.19 øre (0.5619 NOK)114

6.1.2.2 Load Factor 

 in 2017 

and continue at this level out the explicit forecast period.  

Load factor is, as we remember, the percentage of seats that are occupied on an average flight. The development 

of this factor is to a large degree determined by the future growth in passengers compared to the previously 

mentioned development in ASK. As with yield, we can also connect our findings in the strategic analysis with 

the future development of load factor. In the PESTLE analysis we found that outlooks for economic recovery in 

the Scandinavian countries were positive and that passenger growth is positively affected by GDP growth. We 

also found that the markets in which NAS is launching long haul operations are predicted to experience high 

passenger growth.  

Although we expect growth in passengers, we must still relate demand to supply. ASK is expected to have a 

compound annual growth rate of 10.11 percent for the next 10 years. We believe it to be extremely optimistic to 

assume overall passenger growth at a similar level, which in terms would suggest that the load factor would 

                                                      
114 0,6318NOK-(0.014*5) 



 

81 
 

decline. However, the dire situation of NAS’s main competitor SAS gives positive outlooks for load factor. As 

we have previously discussed, SAS is cutting down on both routes and capacity as part of their restructuring 

plan. Additionally, we know that SAS is currently charging higher prices than NAS. Further decline in NAS’s 

fare prices will probably “steal” customers away from SAS, given what we know about the switching cost of 

airline passengers. This gives NAS possibilities for market share takeovers, which again means a larger 

passenger base in existing markets and higher load factor. 

When we examined historical load factor levels we saw that the values were relatively stable, despite a high 

growth in capacity. Given the management’s historical planning capabilities and our belief in market share 

takeovers it seems reasonable to assume that the average future load factors will be close to the average 

historical load factors. We therefore use a load factor of 78.62 percent (average 2005-2012) in all subsequent 

years. 

6.1.2.3 RASK and Revenue 

As we remember, we obtain RASK by multiplying yield with load factor. By further multiplying RASK with 

ASK, we get total revenue. The table below shows estimates for the full explicit forecast period, based on the 

arguments in the previous sections.   

 

Table 6.2: Revenue Forecast 
Source: Own Creation 

6.1.3 Operating Costs 
Operating costs will be forecasted on the basis of ASK development, which has previously been discussed. The 

ratios of each cost element to ASK is however subjects for change and will therefore be outlined in the following 

sections.  Ratios for each year will finally be multiplied with the ASK estimates for the same year in order to 

obtain nominal forecasted estimates. We will pay special attention to the assumed development of fuel costs, 

payroll costs and lease costs. The remaining cost elements will be discussed under other costs. 

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Yield 0.6178 0.6038 0.5899 0.5759 0.5619 0.5619 0.5619 0.5619 0.5619 0.5619
Load factor 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862
RASK 0.4857 0.4747 0.4637 0.4527 0.4418 0.4418 0.4418 0.4418 0.4418 0.4418
ASK 33,162,353 38,117,647 41,929,412 48,790,588 55,270,588 61,750,588 68,230,588 74,710,588 80,809,412 86,908,235
Revenue 16,107,258 18,095,199 19,443,938 22,089,493 24,415,861 27,278,410 30,140,959 33,003,508 35,697,672 38,391,836

Revenue forecast
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6.1.3.1 Fuel Cost 

Fuel cost is forecasted by multiplying estimated ASK by the Aviation fuel/ASK ratio. This ratio can further be 

divided into average price per barrel times ASK/Barrel. By relating these components to previous findings, we 

believe we can obtain solid estimates.  

6.1.3.1.1 ASK/Barrel 

From the PESTLE analysis we know that newer and more fuel-efficient airplanes are due to enter NAS’s fleet. 

Older aircraft models such as the 737-300 will in time be phased out and newer models such as the 737-800 and 

eventually the 737-MAX and A320 NEO will be introduced to the fleet.  The composition of the fleet will have 

great impact on the forecasted ASK/barrel production as the figure below shows.  

 

Figure 6.3: ASK/Barrel Forecast 
Source: Own Creation, NAS Annual Report (2012), www.boeing.com & www.airbus.com 

The ASK/Barrel ratio has been calculated by estimating fuel efficiency improvements based on the expected 

composition of NAS’s fleet. The ASK/Barrel improvement is shown by indexed values based on 2012 numbers 

and is highlighted in the secondary Y-axis. The primary Y-axis shows fleet composition. All calculations are 

shown in Appendix 50, and are based on the fuel consumption levels indicated by figure 6.3. As an in dept 

analysis of the deliveries and out phasing of older aircraft for our forecast period will be to complex, we believe 

it falls out of the scope of this paper. In order to forecast ASK/Barrel we therefore make the following 

assumptions:   

• All new deliveries of 737-800s are made to sustain the 2016 level of 100 aircraft, meaning that the net of 

new deliveries and aircraft retirement equals zero  

• Neo and MAX aircraft are delivered on an approximate 50/50 basis 
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6.1.3.1.2 Average Price per Barrel 

The relationship between jet fuel and oil prices, as well as the expected future development of these was 

discussed in the PESTLE analysis. Here we found that jet fuel has historically traded at a price of approximately 

20 percent above that of crude oil. On the date of valuation (18.04.2013) crude oil was trading at 98.32 USD per 

barrel, while jet fuel was traded at 110.38 USD per barrel. This indicates a spread of 12.06 USD or 12.27 

percent. Our analysis showed that IMF projected that prices will stay between 125 and 75 USD until 2015, based 

on a 68 percent confidence interval. Additionally, we found that OPEC has stated that they will try to maintain 

stable oil prices around 100 USD per barrel.  

Our interpretation of the forecasts made by IMF and OPEC is that the oil price will probably trade around 100 

USD per barrel based on current market expectations. We do however need to translate the expected oil price 

into estimates of jet fuel prices. By running a regression based on the last 20 years of data on oil prices and jet 

fuel prices115

By plugging in an oil price of 100 USD per barrel into this equation we obtain an expected jet fuel price of 

116.56 USD per barrel. If we assume that the USD/NOK trades on current levels (18.04.2013) we obtain a Jet 

fuel price of 669.88 NOK per barrel

, we found that the expected jet fuel price can be estimated by the following equation: 

𝐽𝑒𝑡 𝑓𝑢𝑒𝑙 𝑝𝑟𝑖𝑐𝑒 = 2.5152 + 1.1404 ∗ 𝑜𝑖𝑙 𝑝𝑟𝑖𝑐𝑒 

116

 

. We assume that the prices will stay at this level throughout our forecast 

period. However, oil and jet fuel prices, and the relationship between USD/NOK are relatively volatile, and it is 

probably unlikely that the prices will not change in the future. We do however believe that they are the best 

single estimates we have, and the potential volatility will be accounted for in the sensitivity analysis. 

Table 6.3: Fuel Forecast 
Source: Own Creation 

6.1.3.2 Payroll Costs 

As we remember from the profitability analysis, we calculate payroll costs by multiplying ASK with a 

Payroll/ASK ratio. This ratio can further be broken down into ASK/Employee and Payroll/Employee.  

                                                      
115 Data obtained from Datastream 
116 Regression statistics are found in Appendix 55 

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
ASK 33,162,353 38,117,647 41,929,412 48,790,588 55,270,588 61,750,588 68,230,588 74,710,588 80,809,412 86,908,235
ASK/barrel 5,205 5,282 5,287 5,447 5,704 5,632 5,699 5,751 5,792 5,828
Price per barrel,NOK 670 670 670 670 670 670 670 670 670 670
Fuel/ASK 0.1287 0.1268 0.1267 0.1230 0.1174 0.1189 0.1175 0.1165 0.1157 0.1149
Total fuel 4,267,883 4,833,893 5,312,105 6,000,241 6,491,004 7,344,159 8,019,547 8,702,566 9,346,042 9,989,249

Fuel forecast



 

84 
 

6.1.3.2.1 ASK/Employee 

This ratio is a measurement of the efficiency of each employee. We know that the Dreamliner to a certain degree 

will enhance ASK/Employee levels. The Dreamliner will carry a crew of 8, compared to the crew of 6 on 737-

800s. Longer distances and more passengers per crewmember will therefore give a positive impact on the labor 

productivity ratio. However, as mentioned in the PESTLE analysis, NAS’s employees are subjects for 

Norwegian labor laws. These labor laws are much stricter than e.g. those of Ireland under which Ryanair 

operates, meaning that work hours and conditions are more regulated in Norway. We believe that labor laws are 

to some extent restricting labor productivity levels above the current rate, and we know through recent news that 

employees in Ryanair work longer hours.117

6.1.3.2.2 Payroll/Employee 

 When we examine the historical ratios, we find that the average is 

8,469 ASK/Employee, with high and low values at 10,061 in 2010 and 6,463 in 2005 respectively. The level in 

2012 was 9,582, and on the background of the arguments above, we believe this ratio to be more representative 

for the future. We will therefore use this ratio for the whole explicit forecast period. 

This ratio is a measurement of the average payroll level per employee. As mentioned in the PESTLE analysis, 

NAS is facing legal limitations concerning foreign employees. Norwegian labor laws prohibit Norwegian 

companies to treat their foreign employees on a different basis than local labor. This has lead NAS to consider 

registering their long-haul aircrafts in other countries than Norway. If this is done, NAS will probably face lower 

Payroll/Employee ratios, as e.g. crew will consist of Thai and US workers who are subject to local work 

conditions and salary levels. However, as mentioned in the five forces analysis, NAS face high bargaining power 

from their employees. Historically we know that labor unions in airliners have been highly influential when it 

comes to salary negotiations. Additionally, we concluded that pilots in particular have a high bargaining power 

due to their relatively long education and the complexity of their tasks. 

Historically, we have seen that NAS’s Payroll/Employee ratios have been among the highest in its peer group. 

The 2012 ratio was at 764,5848 with an average for the historical period of 724,6635. Due to the arguments 

stated above, we believe the ratio will grow in the years of the explicit forecast period. We assume the ratio to 

grow at 15 thousand NOK per year in the detailed forecast. 

  

                                                      
117 Newsinenglish,”Pressure grows on ryanair” newsinenglish.no 15.04.2013, 
http://www.newsinenglish.no/2013/04/15/pressure-grows-on-ryanair. (accessed 14.05.2013). 
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The table below summarizes this section: 

 

Table 6.4: Payroll Forecast 
Source: Own Creation 

6.1.3.3 Lease Cost 

Lease cost was thoroughly described in our financial analysis. In order to forecast lease cost, we will use a ratio 

that examines the leasing costs per leased plane. Historically, the ratio has moved closely around an average of 

NOK 25,744 thousand per leased plane. The 2012 levels are slightly higher at 25,822 thousand per leased plane. 

We will use the 2012 ratio as NAS has historically leased a significant portion of Boeing 737-300, which is a 

less expensive aircraft than the 737-800. As part of NAS’s strategy is to acquire new aircraft we believe that 

2012 levels are more representative for the future. We have detailed information of the expected proportion of 

leased aircraft relative to owned aircraft until 2015. For the years after 2015 we assume that the leased aircraft to 

total aircraft ratio will remain stable, i.e. the fleet diversification is identical to 2015 fleet diversification for all 

subsequent years. As we do not have sufficient information on the future fleet diversification plans, we find 

using the method mentioned above to be the most accurate assumption. However, the entire leasing cost is not as 

we remember, included in the calculation of NOPLAT and free cash flow. We must divide it into a depreciation 

part and an interest part, since depreciation is considered operational, while interests are considered financial. 

The first step is to capitalize the lease payment by simply multiplying the lease costs with 8 (Moody’s 

methodology) to obtain the book value of the leased assets/liability. Second, we determine the interest expense 

by multiplying the cost of debt with the capitalized value of the leased asset/liability. Finally, we subtract the 

lease interest expense from the total lease cost to obtain the depreciation amount. 

6.1.3.4  Other Costs 

This item consists of airport charges, sales and distribution costs, technical maintenance costs, handling charges 

and other operating expenses.  

6.1.3.4.1 Airport Charges 

Airport charges have to be considered a variable cost. As flights and routes increase charges linked to the usage 

of airport capacity also increase. This item can therefore be linked to the development in ASK. When comparing 

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
ASK 33,162,353 38,117,647 41,929,412 48,790,588 55,270,588 61,750,588 68,230,588 74,710,588 80,809,412 86,908,235
ASK/employee 9,582 9,582 9,582 9,582 9,582 9,582 9,582 9,582 9,582 9,582
Payroll/employee 780 795 810 825 840 840 840 840 840 840
Payroll/ASK 0.0814 0.0830 0.0845 0.0861 0.0877 0.0877 0.0877 0.0877 0.0877 0.0877
Total payroll 2,699,431 3,162,463 3,544,346 4,200,706 4,845,132 5,413,182 5,981,232 6,549,282 7,083,918 7,618,553

Payroll forecast
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this cost item to ASK levels we find an average of 0.0747 throughout the historical period. However, a clear 

negative trend can be observed the last eight years. In 2005 the ratio value was 0.0797 while in 2012 the ratio 

had dropped to 0.0668.  

In our five forces analysis, we concluded that the bargaining power of airports is high. In the startup years NAS 

was considered a relatively small airline, and consequently we believe that they received worse terms because 

bigger airlines had higher bargaining power towards the airports. However, EU legislations from March 2011 

state that airlines receiving the same service shall pay the same charge when operating at airports in the EU 

area.118

6.1.3.4.2 Sales and Distribution Costs 

 This means that bigger airlines do not receive special rates which may have been the case before. As 

NAS has grown in size, their increased bargaining power has probably been neutralized by the EU legislation. 

We therefore believe that the ratio will stay stable around the average for the last three years. In this way we 

eliminate the potentially biased high airport charges from the startup years. A ratio of 0.0702 is applied for the 

full explicit forecast period.  

This item will also be measured as a percentage of ASK. When examining the historical numbers we note that 

the item was approximately twice as high in 2005 (2.17 percent of ASK) compared to 2012 (1.06 percent of 

ASK). The ratio has changed during the time of historical analysis. A notable reason for this is probably NAS’s 

investment in distribution-improving software. We note that the ratio has stabilized around 1 percent of ASK 

since 2008, with a maximum value of 1.1 percent in 2009 and a minimum value of 0.94 percent in 2010. The 

average is 1.00 percent. This is the ratio that will be used during our forecast period. 

6.1.3.4.3 Handling Charges 

As mentioned when discussing the bargaining power of suppliers, airport handling companies lose bargaining 

power towards the airlines as the latter becomes bigger. This translates into handling contracts with more 

beneficial fees seen from the eyes of the airlines. NAS has experienced massive growth in recent years, and we 

see that handling charges, expressed as a percentage of ASK has decreased from 5.78 percent in 2005 to 4.16 

percent in 2012. As we expect NAS to continue its growth we expect this ratio to further decline. The average 

decline in handling charges/ASK was 4.54 percent between 2005 and 2012. We expect this trend to continue 

during our detailed explicit forecast period, and remain stable at 2017 levels for the remaining forecast, as there 

probably is a limit for how low the handling fees can be negotiated. 

                                                      
118 European Commission, ”Airport Charges” European Commission. 04.02.2013, 
http://ec.europa.eu/transport/modes/air/airports/airport_charges_en.htm. (accessed 05 15, 2013) 
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6.1.3.4.4 Technical Maintenance 

Through the historical period we can observe a declining trend in maintenance cost/ASK. We believe this is 

mainly due to the modernization of the fleet, and subsequently the fleet composition. As described in the 

PESTLE, new aircraft will lower fuel consumption, CO2 emissions and maintenance expenses. In 2005 the fleet 

consisted of only 737-300 aircraft, while in 2012 the portion only represented 10 out of 68 aircraft. The 

introduction of the 787-8 Dreamliner, 737 MAX and A320 Neo will probably lower the per plane maintenance 

expenses significantly from the levels of today. However, the more complex fleet composition expected from 

2016 and onwards (4 different types of aircraft) can be expected to somewhat neutralize the benefits gained from 

a more modern fleet. We therefore use the average decline in the ratio (5.65 percent) on the first five years of the 

forecast (2013-2017), and expect the ratio to stabilize at 2017 levels for the remaining period. 

6.1.3.4.5 Other Operating Expenses 

This item is related to the operation of systems, marketing, back office, and other costs not directly attributable 

to the operation of the aircraft fleet and related airline specific costs according to NAS’s 2012 annual report. It is 

therefore not realistic that these costs will be stable when measured as a percentage of ASK. This becomes 

evident when we examine historical numbers. The ratio has gone from 6.77 percent of ASK in 2005 to 3.92 

percent of ASK in 2012. By using the average decline from 2010-2012, we leave out the more extreme values 

observed in the early years of the historical period. Additionally, we believe that the three last years give a more 

accurate picture of the future business operations. We therefore apply a 6.74 percent decline from the 2012 ratio 

through the whole explicit forecast period.    

6.1.3.5 Depreciation and Amortization 

Koller et al. recommends that depreciation should be forecasted as a percentage of tangible assets.119

                                                      
119 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.194 

 They argue 

that since depreciation is directly linked to a particular asset, it should increase only following capital 

expenditures, and not e.g. revenue. A similar approach is taken when forecasting amortization. We assume it will 

follow the development of intangible assets. We have previously discussed that NAS’s fleet has been renewed 

the last couple of years. It is therefore appropriate to use 2012 ratios. By doing this we assume that the relative 

book value of the assets will remain at 2012 levels. 
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6.2 Pro Forma: Balance Sheet 

In this section we will explain how we forecast the different items in the balance sheet. The assumptions made 

regarding the income statement will also be reflected in this part. We will address the following items: Net 

working capital, tangible assets, intangible assets and non-current operating liabilities. Since the purpose of this 

thesis is to value the entire enterprise value, i.e. cash flow available for all investors/creditors, we do not focus 

on forecasting non operating assets/liabilities. However, in order to ensure that our model is solid, and to 

incorporate the future target capital structure we have forecasted all non operating items. This will not affect the 

enterprise value. Non operating items forecasting is therefore not explained.  

6.2.1 Net Working Capital 
Net working capital consists of operating cash, inventory, trade and other receivables, other receivables, trade 

and other payables, and air traffic settlements. Operating cash will be estimated on the same basis as it has been 

estimated on a historical basis, namely as two percent of revenues. The remaining items will be discussed below.  

6.2.1.1 Inventory 

Traditionally an accurate way of forecasting inventory is to use costs of goods.120 However, as NAS report their 

income statement by the “nature of expense” method instead of the “function of expense” method, we do not 

have a measure of costs of goods sold. The inventory consists of “consumables” and “parts for heavy 

maintenance”. This suggests that the “nature of expense” item technical maintenance could be used as a driver. 

However, “parts for heavy maintenance” has historically accounted for a small part of total inventories (NOK 

7,317 thousand out of 68,385 thousand in 2012121

6.2.1.2 Trade and Other Receivables 

). Out of the other operating costs, none seem to be directly 

related to “consumables”. We do however believe that the inventories will be related to the production levels of 

NAS. As we have established, ASK is a solid proxy for production levels. We will therefore use the 

inventory/ASK ratio to forecast the inventory. For example, an aircraft is subject to heavy maintenance after a 

given level of flight hours. As ASK is directly linked to flight hours we believe it to give reasonable estimates 

regarding the future inventory value. The historical inventory/ASK ratio has been stable around its 2008-2012 

average of 0.321 percent. Future inventories are given as this ratio multiplied with ASK. 

As we know from the reformulation of the original balance sheet, trade and other receivables mainly consists of 

ticket purchases made by credit card. We also know that yield is projected to decrease, meaning that revenues 

                                                      
120 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.200 
121 NAS Annual Report(2012) p.74 
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will grow at a slower rate than ASK. By using ASK as a forecasting driver for trade and other receivables, we 

would probably over estimate the book value of this item. The only natural explanation for why this type of 

receivables can change compared to revenues is if credit card payments grow compared to cash payments, or if 

credit period changes. There are no indications that this might be the case, we therefore use revenue as a driver 

for this item. When examining the historical days on hand ratios we find that it has decreased from 55.03 days to 

31.13 days in 2012. We believe it to be more likely that the days on hand ratio of 2012 to be valid in the future, 

as we mean that the steady reduction in this ratio is a result of NAS’s work to optimize its working capital. There 

is also no indication that credit levels should increase. We forecast a trade and other receivables/revenue ratio of 

0.0853. The arguments made above can also be made for the item other receivables as this item consists of the 

trade receivables due after one year. We therefore forecast a ratio of 0.0105. 

6.2.1.3 Trade and Other Payables 

This item mainly consists of accrual adjustments related to the different operating costs. A reasonable 

assumption is therefore that this item is driven by operating costs. The historical level for this item has been 

stable around the average of 14.14 percent of operating costs. This ratio will therefore be applied for the whole 

forecast as there are no indications that the trade and other payables efficiency will either decrease or increase. 

6.2.1.4 Air Traffic Settlements 

This item regards liabilities in the form of air travels related to unused purchased tickets. It is therefore natural to 

assume that this item is driven by revenues. As revenue can only be recorded when the company completes the 

transportation of the customer but customers often pay for the transportation in advance, NAS need to make this 

accrual adjustment. We assume that the average number of days between purchase and travel, i.e. represented by 

the air traffic settlement/revenue ratio, remains identical to the historical average ratio of 11.28 percent. 

6.2.2 Non-current Operating Assets 
To conclude the forecast of invested capital we must include tangible and intangible assets, as well as operating 

non-current liabilities. 

6.2.2.1 Tangible Assets 

The items included are: “Aircraft, parts and installations on leased aircraft”, “prepayment to aircraft 

manufacturers”, “equipment and fixtures”, “buildings”, and “financial lease assets”.  

The first item is forecasted by using owned aircraft as a driver. This is a similar approach as the one that was 

used to forecast lease costs. When examining the historical ratio we find that it has been increasing. This is 

because NAS has renewed its fleet. On one hand, the fleet renewal has lowered the average age of the fleet, 
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making the net (after accumulated depreciation) book value higher, all else equal. In addition, the more modern 

aircraft that has entered NAS’s fleet in recent years are more expensive than the earlier models (Boeing 737-300 

and McDonnell-Douglas 80 series). We forecast this item by using the 2012 ratio, thus assuming that the average 

fleet age will remain stable.  

The prepayment to aircraft manufacturers item consists of payments made to aircraft manufacturers prior to 

actual delivery. When the aircraft is delivered, its corresponding value is transferred from prepayment to aircraft 

manufacturers to aircraft, parts and installations on leased aircraft. NAS management states that the 

prepayments follow a defined prepayment schedule. This schedule is however not publicly available. If we 

examine the future deliveries of aircraft we see that the deliveries are made at a relatively stable rate. We 

therefore keep the prepayment to aircraft manufacturers item constant at 2012 levels, thus assuming that the net 

effect on the item will remain at zero when considering new additions to this item and transfers to aircraft, parts 

and installations on leased aircraft.  

We expect equipment and fixtures/ASK to remain equal to the historical five year average. We believe it 

reasonable to assume, because the need for equipment is expected to grow proportionally with the fleet size and 

utilization of fleet, i.e. ASK. 

Buildings is also expected to develop stable to ASK. As ASK increases employees will increase. We assume that 

the need for buildings related to education and training will increase in an equal manner. The historical five year 

average is used. 

The financial lease assets were acquired in 2009. This is the only year where a financial lease acquisition has 

been made. Subsequently the ratio has decreased as both ASK has increased and lease payments have been 

made. The assets mainly consist of de-icing equipment which is essential equipment. It is reasonable to assume 

that a growing fleet will demand more equipment of this type. For simplicity we assume that the value of 

financial lease assets/ASK will remain at the four year historical average.  

6.2.2.2 Intangible Assets 

By a closer examination of this item we can see that it consists of software, goodwill, and other intangible assets 

with definite or indefinite lives related to previous acquisitions. As our previous analysis does not indicate any 

acquisitions in the foreseeable future and intangible assets with indefinite lives are not subject to amortization122

                                                      
122 NAS Annual Report(2012)  p.38 

, 

goodwill and other intangibles with indefinite life will remain constant at 2012 levels. The definite life 

intangibles related to previous acquisitions are fully amortized, i.e. this part of intangible assets will not change 
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in the future, based on our assumptions. In order to forecast the remaining item software, we will examine its 

historical development compared to ASK. We use ASK as the value driver because this is our best proxy for 

size, and we believe that investments in software will grow as a function of company size and production level. 

The historical ratio of software/ASK has been relatively stable around 0.48 percent, and will be used as the value 

driver for forecasting purposes. 

6.2.2.3 Capitalized Lease 

This item was covered when the forecasting of lease payments were discussed. It is worth noting that there 

would be no difference in our estimates if we forecasted the capitalized lease per leased aircraft, and then 

divided the value by eight (capitalization factor) to obtain the leasing costs, rather than the method we are using. 

6.2.2.4 Deferred Taxes 

As we know this item relates to the temporary differences in book value and tax value of assets. Koller et al. 

recommends that one forecasts this item as a percentage of its corresponding asset.123

6.2.3 Capital Structure 

 We will therefore forecast 

deferred taxes as a percentage of tangible assets. We will use the 2012 ratio, as this is the year that best 

represents the expected future in terms of capital expenditure. As a result the deferred tax liability will increase 

in our forecast period. In the terminal period, after all expected aircraft deliveries are complete we expect capital 

expenditure to stabilize. We assume that deferred tax liabilities will remain constant from this point on, i.e. the 

taxes will be deferred in the entire foreseeable future. Calculations are shown in appendix 43. 

Estimating the future development of the capital structure is important for the calculation of WACC. Koller et al. 

recommend that the cost of capital should rely on target weights, rather than current weights, because at any 

point, a company’s current capital structure may not reflect the level expected to prevail over the life of the 

business.124

Further, they suggest that the estimation of the future capital structure should be obtained by using a combination 

of the following approaches: 

  

• Estimate the company’s current market-value-based capital structure 

• Review the capital structure of comparable companies 

• Review management’s implicit or explicit approach to financing the business and its implications for the 

target capital structure 
                                                      
123 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.200 
124 Koller et al., Valuation – Measuring and Managing the Value of Companies,  p.262 
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When calculating the current debt ratio we find that interest bearing debt makes up 73.56 percent of total market 

enterprise value in 2012, with an average the past five years of 73.20 percent. The calculations are done by 

dividing the book value125

 

 of interest bearing debt and debt equivalents by the sum of interest bearing debt and 

debt equivalents and market value of equity at the 31st of December each year. The market value of equity is 

found by multiplying shares outstanding with the market share price. The historical development shows a 

somewhat cyclical development of the ratio. When comparing the five year historical ratio to the companies in 

the peer group we see, as shown in the figure below, that NAS has a relatively high ratio. This information alone 

could suggest that NAS’s target debt should be lower than it currently is. However, there are other factors which 

remain to be analyzed. 

Figure 6.4: Historical Debt Ratio 
Source: Own Creation & Annual Reports 

When reviewing the managements financing policy we find that they strive to keep their equity ratio at a certain 

level compared to total assets.126

Looking back at the previous figure we see that NAS’s debt ratio has fluctuated around its average levels. This 

could be explained by differences in the stock price based on the market’s optimism/pessimism of the future 

performance of the company. As it is hard to predict how the market will value the future stock price we believe 

 This obviously translates directly into a target debt ratio. If we examine 

historical numbers we see that the debt ratio compared to invested capital has remained stable around its average 

of 93.50 percent. Using the average debt to invested capital ratio gives us a good indication for the realistic level 

of future debt. However, we are interested in the relationship between the market value of debt and the market 

value of equity. 

                                                      
125 Book values are used as market value proxies 
126 NAS Annual Report (2012) p.31 
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our best debt ratio estimate to be the historical five year average. We believe that this is the best estimate 

available, knowing that NAS’s management has an implicit target ratio related to its assets. In our opinion this is 

more realistic than the other possible solution which would be to let the debt ratio approach the lower levels of 

Ryanair and easyJet over time. 

6.2.4 Tax Loss Carry Forward 
As we remember NAS has a tax loss carry forward of NOK 23 million. Based on the principles of the time value 

of money we assume that NAS will utilize this asset as soon as possible. For instance if taxes in 2013 are higher 

than this amount, the taxes will be reduced and the tax loss carry forward will be removed from non-operating 

assets.  

6.3 Partial Conclusion 

As we now have obtained estimates for ratios needed to forecast the nominal values of the income statement and 

balance sheet, we can proceed to construct a cash flow forecast. The forecasted income statement and balance 

sheet can be found in appendix 41 and 42. Before we continue we will review some key ratios of our forecast to 

ensure its quality. 

 

Table 6.5: Budget Control 
Source: Own Creation 

From the table above we conclude that there are no unrealistic or extreme values. As we have discussed and 

forecasted each item quite extensively we believe that our results are adequate, and solid enough to continue to 

estimate the future cash flow.  

  

2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Revenue growth 47% 17% 18% 23% 22% 25% 12% 7% 14% 11% 12% 10% 9% 8% 8%
EBITDA margin 6% 18% 13% 12% 17% 19% 18% 17% 17% 17% 16% 16% 17% 17% 17%
EBIT margin 2% 13% 8% 6% 11% 13% 13% 12% 11% 11% 11% 11% 11% 12% 12%
ROIC 3% 15% 7% 5% 9% 10% 9% 8% 8% 8% 8% 8% 8% 8% 8%
NOPLAT margin 1% 9% 6% 5% 8% 10% 9% 8% 8% 8% 8% 8% 8% 8% 8%
Turnover, invested capital 1.4 1.1 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9

Budget Control
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The table below shows the forecasted cash flow statement: 

 

Table 6.6: Cash Flow Forecast 
Source: Own Creation 

As we can see the free cash flow, which will be the basis for our valuation in the following chapter, is negative 

until 2021, except for 2015 that is a year with relatively low aircraft acquisition rate. The years of negative FCF 

is caused by large capital expenditures related to the acquisitions of aircraft.  

So far this paper has analyzed the strategic environment which NAS operates in. We have also analyzed the 

financial situation of the company. In this chapter we have connected these parts in order to obtain realistic 

estimates from which we in the next chapter can build a valuation upon. 

  

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
NOPLAT 1,604,086 1,742,224 1,710,357 1,855,571 2,012,288 2,179,114 2,473,933 2,763,257 3,031,691 3,303,733
Depreciation 384,407 489,342 575,372 657,256 734,590 811,924 889,258 966,593 1,039,378 1,112,163
Amortization 71,023 81,636 89,800 104,494 118,372 132,250 146,129 160,007 173,069 186,130
Gross CF 2,059,516 2,313,202 2,375,529 2,617,321 2,865,251 3,123,288 3,509,320 3,889,856 4,244,137 4,602,027

Change in current assets -414,395 -246,164 -168,458 -328,452 -290,260 -352,359 -352,359 -352,359 -331,632 -331,632
Change in current liabilities 366,473 467,813 337,511 621,083 538,870 673,843 648,713 649,792 611,659 611,621
Change in non-current liabilities 112,919 43,068 33,129 59,633 56,320 56,320 56,320 56,320 53,007 53,007
Change in Net Working Capital 64,997 264,717 202,182 352,263 304,930 377,804 352,674 353,753 333,034 332,996

Change tangible assets -1,338,944 -2,690,382 -2,205,682 -2,099,368 -1,982,737 -1,982,737 -1,982,737 -1,982,737 -1,866,105 -1,866,105
Change intangible assets -41,031 -23,701 -18,231 -32,816 -30,993 -30,993 -30,993 -30,993 -29,170 -29,170
Change in capitalized lease -1,913,526 496,727 823,840 -1,562,873 -1,476,047 -1,476,047 -1,476,047 -1,476,047 -1,389,220 -1,389,220
Depreciation -384,407 -489,342 -575,372 -657,256 -734,590 -811,924 -889,258 -966,593 -1,039,378 -1,112,163
Amortization -71,023 -81,636 -89,800 -104,494 -118,372 -132,250 -146,129 -160,007 -173,069 -186,130
Gross Investment -3,748,932 -2,788,334 -2,065,245 -4,456,807 -4,342,738 -4,433,951 -4,525,163 -4,616,376 -4,496,942 -4,582,789

FCF -1,624,419 -210,414 512,465 -1,487,223 -1,172,558 -932,859 -663,169 -372,766 80,229 352,233

non-operating adjustments 23,057 0 0 0 0 0 0 0 0 0
Net after tax financials -623,471 -630,923 -590,891 -634,087 -707,800 -773,329 -831,300 -876,874 -905,269 -916,092
Change in interest bearing debt 2,634,683 1,437,720 772,804 2,969,420 2,826,365 2,768,848 2,788,682 2,787,830 2,623,769 2,623,799
FCFE 409,849 596,383 694,378 848,111 946,007 1,062,660 1,294,212 1,538,190 1,798,730 2,059,941

Cash Flow Statement
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7 Valuation 

Based on the findings in the previous chapter we can now move on to finding NAS’s share price per 18.04.2013. 

The outline of this chapter will be the following: first we will review different valuation frameworks, and then 

cost of capital will be discussed and obtained. We will carry out the valuation using the frameworks of choice, 

before we perform a sensitivity and scenario analysis of our results. 

7.1 Choice of Valuation Framework 

According to Petersen and Plenborg127

The liquidation approach is used in less than 20 percent of the cases when analysts value companies according to 

a survey conducted by Petersen and Plenborg.

 valuation approaches can be classified into four groups, namely present 

value, relative valuation, liquidation and contingent claim (real option) approaches. In this chapter we will focus 

mainly on the present value and relative value approaches. We base this decision on the fact that these 

techniques are the most common among practitioners. Below we will briefly elaborate on the approaches which 

will not be applied. Following this discussion we will turn to a more in dept evaluation of the two approaches we 

intend to apply. 

128 It is more useful when valuing companies in financial distress, 

as it focuses on valuing the alternative use of the assets in a company. Koller et al.129

The contingent claim approach applies option pricing to value companies that share option characteristics. It is 

rarely used because of the complexity of the approach and challenges of providing reliable estimates.

recommends not using this 

approach unless liquidation is likely at the end of the forecast period. We consider NAS a going concern, and it 

is not likely that they will liquidate in the foreseeable future. 

130

7.1.1 Present Value Approaches 

 This 

valuation technique will therefore not be further discussed. 

These approaches can be divided into methods focusing on valuing the entire enterprise value, or methods 

focusing on valuing the equity directly. Common for all approaches is that they are theoretical equivalent, i.e. 

they yield identical results if applied correctly. 

                                                      
127 Petersen and Plenborg, Financial Statement Analysis , p.211 
128 Petersen and Plenborg, Financial Statement Analysis , p.211 
129 Koller et al., Valuation – Measuring and Managing the Value of Companies, p.227 
130 Petersen and Plenborg, Financial Statement Analysis , p.211 



 

96 
 

The figure below gives an overview of frameworks for discounted cash flow based valuation. The frameworks 

will be discussed below. 

 

 

Figure 7.1: Valuation Methods 
Source: Own Creation & Koller et al. (2010) 

7.1.1.1 Enterprise Discounted Cash Flow 

The enterprise DCF model discounts cash flows available to all investors (free cash flow) at a weighted average 

cost of capital (WACC). This implies that all investors include equity holders, debt holders and any other non-

equity holders. Equity value is found by subtracting debt holders and other non-equity holders claim on cash 

flow from enterprise value. Alternatively one could value the cash flow to equity holders in order to find the 

value of equity directly. One would then discount the cash flows by using the cost of equity (or required return 

on equity). However, Koller et al.131

7.1.1.2 Discounted Economic Profit 

 argue that the equity method is difficult to apply since matching equity cash 

flows with the correct cost of equity is particularly challenging. We will therefore focus on the enterprise DCF 

approach. 

Instead of relying on cash flow data, discounted economic profit models rely on accounting data. Similarly to the 

DCF approach there are basically two different approaches to discounted economic profit models. The first is the 

economic value added (EVA) approach which estimates the enterprise value of a company. The second is the 

residual income (RI) model which estimates the equity value of the company directly. EVA builds on a 

                                                      
131 Koller et al., Measuring and Managing the Value of Companies,  p.102 
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company’s invested capital and evaluates whether the firm is able to create economic profits in the future. The 

economic profit is ROIC minus WACC. RI builds on a company’s book value of equity. The economic profit in 

this case is return on equity (ROE) minus the cost of equity. Similar to the two DCF approaches, the two 

economic profit models are theoretically identical. However, the same difficulties regarding the correct cost of 

equity as was the case in the DCF models applies here. In line with the arguments stated in the DCF section we 

therefore proceed to use the EVA model in the valuation of NAS. 

7.1.1.3 Adjusted Present Value 

As opposed to the regular enterprise DCF or EVA, adjusted present value (APV) separates the values of the tax 

shield and the value of operations as if the company was all equity financed. This implies that the model is suited 

for companies which expect changes in capital structure.132

7.1.2 Relative Valuation Models 

 As stated in the forecast we assume NAS to keep its 

debt to enterprise value ratio constant in the future. It is therefore not necessary to include this approach as the 

DCF and EVA models will be sufficient to value a company with the assumptions of NAS. 

According to Koller et al.133

In order to carry out a solid relative valuation, we will follow the recommendations of Koller et al. regarding 

requirements for the analysis of comparable multiples. These requirements are: Calculate the multiple in a 

consistent manner, using the right peer group and using the right multiple. 

 the DCF (or EVA) analysis is the most accurate and flexible method for valuating a 

company. However, they also suggest a careful multiple analysis to complement the DCF models in order to 

ensure accuracy, as the DCF approach is only as accurate as the forecasts it relies on. The purpose of a relative 

valuation is to relate the performance of the company at hand to similar companies  

Consistency includes calculating multiples in a uniform matter, regardless of the company at hand. The 

numerator and denominator should always correspond when calculating multiples. For instance, if profits from 

non-consolidated subsidiaries are not included in e.g. EBITA it should not be included in the enterprise value. 

Additionally, we have to treat operating leases in a consistent matter, as this item is potentially large in the 

companies we will analyze. 

When choosing the peer group for the multiple analyses, it is important to look at similar companies in the same 

industry. It is however important to note that companies in the same industry might have quite different 

characteristics and future prospects in terms of e.g. growth and margins.  

                                                      
132 Koller et al., Measuring and Managing the Value of Companies,  p.120 
133 Koller et al., Measuring and Managing the Value of Companies,  p.303 



 

98 
 

Koller et al. recommends the EV/EBITA multiple as the most appropriate and versatile multiple for comparing 

similar companies.134 They argue that it is superior to commonly used multiples such as P/E, EV/EBITDA and 

EV/EBIT. The P/E ratio is affected by a company’s capital structure and net income is calculated after non-

operating items and transitory items.135 The EV/EBIT ratio is also characterized as being insufficient for 

valuation purpose, as it is argued that amortization is an accounting artifact that arises from past acquisitions and 

is not tied to future cash flows. Depreciation is also a non-cash item, but Koller et al. regard it as a good 

predictor of future cash outlays. They therefore prefer EV/EBITA over EV/EBITDA.136 Additionally, we believe 

it is sensible to analyze the EV/EBITDAR137

Another aspect in choosing the right multiple is whether to use a forward looking or historical perspective. It is 

recommended that forward-looking multiples are used as they are the most consistent with the principles of 

valuation.

 multiple, as this approach will eliminate the differences in aircraft 

financing strategies among the comparable companies. 

138

Although certain multiples are recommended over others, we believe a practical approach for including 

multiples in our valuation is prudent. On one side we know that Koller et al. argues that EV/EBITA is the 

optimal multiple for valuation. They also argue that forward looking multiples are superior compared to 

historical multiples. Thomson One Banker does not provide consensus estimates of future EBITA. We will 

therefore not analyze EV/EBITA, but the following multiples: EV/EBITDAR, EV/Adjusted EBIT and 

EV/Revenue.  

 For instance, a company’s value equals the present value of future cash flows not sunk costs, i.e. 

historical financial performance. In order to achieve consistent multiple calculations, we have obtained data from 

the Thomson One Bank database. This database consists of data from multiple sources and should therefore be 

free of possible biased forecasts from individual investors. 

7.2 Weighted Average Cost of Capital 

Before we can employ the models discussed above, we must examine the methods used for obtaining a weighted 

average cost of capital (WACC). In the following sections, we will therefore elaborate on the various 

components of WACC and finally construct the proper WACC for NAS.  

                                                      
134 Koller et al., Measuring and Managing the Value of Companies,  p.305 
135 Koller et al., Measuring and Managing the Value of Companies,  p.307 
136 Koller et al., Measuring and Managing the Value of Companies,  p.308 
137 The R of EBITDAR refers to rental/leasing costs.  
138 Koller et al., Measuring and Managing the Value of Companies,  p.311 
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7.2.1 Cost of Equity 
The cost of equity can be referred to as the expected return on equity. Since the expected return on equity is 

unobservable in the market we must estimate it.139 There are numerous methods that can be used to estimate the 

expected return. The most commonly used by practitioners is the capital asset pricing model (CAPM). It defines 

the risk of equity as its sensitivity to the stock market.140

Where E(re) is the expected return on equity (or cost of equity), rf is the risk-free rate, βe is the equity’s sensitivity 

to the market, and MRP is the market risk premium. When we know that the risk-free rate and market risk 

premium is unrelated to a specific company, we see that the only factor that separates a company’s cost of equity 

from that of another company is relative sensitivity to the market. In order to calculate the cost of equity we have 

to find the different inputs in the CAPM.  

 The theory is that an investor requires a return that 

reflects the riskiness of the equity. The higher the riskiness of the equity, the higher return an investor requires 

from the equity. CAPM is shown by the following equation: 

𝐸(𝑟𝑒) = 𝑟𝑓 + 𝛽𝑒 ∗ 𝑀𝑅𝑃 

7.2.1.1 Risk-Free Rate 

The common practice when finding the risk-free rate is to look at default-free government bonds. There are 

several factors that determine the optimal government bond to use. Koller et al.141

Based on the argumentation above we have chosen the Norwegian 10 year government bond as our risk free rate. 

Per 18.04.2013 its yield to maturity was 2.11 percent. 

 argues that the theoretically 

optimal risk-free rate should match the cash flow’s maturity, i.e. a cash flow ten years from now should be 

discounted by a cost of capital derived from a ten year government bond. However, the most used practice by 

professionals is to choose a single government bond maturity that resembles the maturity of the entire cash flow 

in the best possible way. For a going concern company the longest possible maturity (usually 30 years) would be 

preferable. However, the 30 year bond is often more illiquid than e.g. a 10 year bond, resulting in a risk that the 

interests of a 30 year bond might be wrong. Koller et al. further recommends using a government bond that is 

denominated in the same currency as the cash flows. This is to ensure that an issue like inflation is handled 

consistently. 

                                                      
139 Koller et al., Measuring and Managing the Value of Companies,  p.234 
140 Koller et al., Measuring and Managing the Value of Companies,  p.233 
141 Koller et al., Measuring and Managing the Value of Companies,  p.237 
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7.2.1.2 Market Risk Premium 

The MRP is the difference between the market returns and the return on risk-free investments. According to 

Koller et al., there are three general methods of estimating market risk premium. These methods include 

historical approach, regression based on current variables and reverse engineering the market’s cost of capital 

using DCF valuation along with estimates of return on investment and growth. The Norwegian government 

suggests basing MRP estimates for Norway on studies made by Johnsen142

A more recent study by Espen Sirnes

, which are based on historical returns. 

The results show return above the rate of government bonds of 6 percent for the period 1968-1996. It is however 

argued that excess return has been highly volatile throughout this period, and that the modernization of Oslo 

Stock Exchange after 1985 has lowered this volatility. In addition the inflation risk has decreased substantially in 

the recent years. Jonhsen uses the examples above to argue that the future market risk premium in Norway will 

be lower and than historical levels and that he expects values close to 5 percent.  

143 suggests a MRP of 5.4 percent. This is based on historical data from 

1915 to 2009. The data includes the years 1996-2009, and if we compare them to Johnsen’s results we see that 

the historical MRP is moving towards his expectation of 5 percent. A study made by PWC144

7.2.1.3 Estimating Systematic Risk 

 in 2012 shows that 

the majority of professional practitioners expect the future MRP to be 5 percent in Norway. On the basis of the 

arguments above, we therefore apply a market risk premium of 5 percent in our calculations.      

The required rate of return must, as previously shown, be adjusted for systematic risk 𝛽𝑒. As stated by CAPM 

theory, stocks expected return is driven by the company’s beta, which indicates the relative risk for the specific 

company in relation to the market portfolio.145

 𝑅𝑖 = 𝛼 + 𝛽𝑅𝑚 + 𝜀  

 Systematic risk is non-observable. Koller et al. therefore 

recommends starting with an empirical estimation of beta. They use the market model: 

Where 𝑅𝑖 is the stock’s return, 𝑅𝑚 is the market’s return, α is the expected return of the stock if the market’s 

return is zero, and ε is the firm-specific or non-systematic risk meaning that its covariance with the market wide 

                                                      
142 Den Norske Regjering, ”Markedets Risikopremie” regjeringen.no. 01.01.2013, 
http://www.regjeringen.no/nb/dep/fin/dok/nouer/1997/nou-1997-27/10/7.html?id=347291. (accessed 23.05.2013)   
143 Sirnes (2010) 
144 PWC (2013) 
145 Koller et al., Measuring and Managing the Value of Companies,  p.245 
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or systematic component equals zero.146

According to Koller et al.

 The regression slope is represented by beta and explains systematic risk 

i.e. the company’s sensitivity to movements in the market index. 

147

The first criterion to consider is the choice of measurement period. There is no common standard for a proper 

measurement period. However, a general rule of thumb based on several researches suggests that a five year 

period is appropriate.

 the CAPM is a one period model and provides little guidance on how to use it in 

valuation. As a result of a variety of empirical tests, three different criteria for adapting beta estimation to 

valuation methods must be considered and discussed.   

148

Regarding choice of index to represent the market, Koller et al. recommends to use well diversified indexes such 

as the S&P 500 or the MSCI World Index. Moreover, they discourage the use of local indexes, as most countries 

are heavily weighted in only a few industries, and in some cases a few companies.

 The second criterion addresses the choice of measurement frequency. Koller et al. 

recommends using monthly data, due to the problems arising if a stock is rarely traded or the problems 

connected to the so called bid-ask bounce. The third issue to consider is the choice of index or in other words a 

proxy for the unobservable true market portfolio.  

149

The table below shows a selection of regressions against different indices. Measurement period and frequency is 

5 years and monthly data respectively, chosen on the basis of the arguments stated above.  

 This argument is 

particularly evident for NAS. If we were to use the Oslo Stock Exchange in our regression, we would probably 

experience some of the potential pitfalls mentioned above. Oslo Stock Exchange is dominated by the oil 

industry, meaning that it is probably very positively correlated with the oil price. Since such a large portion of 

NAS’s costs consists of jet fuel expenses one could assume that, all else equal, an increase in the oil price would 

probably decrease NAS’s stock price. In other words, by using the Oslo Stock Exchange as the market index we 

would not be able to analyze NAS’s sensitivity against market wide systematic risk, but rather its sensitivity 

against the industry dominating the Oslo Stock Exchange. We will therefore continue to analyze NAS’s 

sensitivity against better diversified indexes, such as the MSCI World Index, Dow Jones Global Index, and S&P 

Global 1200.  

                                                      
146 Bodie et al., Investments (McGraw-Hill,2009) p.249 
147 Koller et al., Measuring and Managing the Value of Companies,  p.246 
148 Koller et al., Measuring and Managing the Value of Companies,  p.246 
149 Koller et al., Measuring and Managing the Value of Companies,  p.249 
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Table 7.1: NAS – Raw Beta Results 
Source: Own Creation 

The results represented by raw-beta estimates, show similar results for the well diversified indices. The beta 

obtained from the regression of NAS returns against Oslo Stock Exchange show a much lower beta.  

Koller et al.150

𝛽𝑢 = 𝛽𝑒
1+𝐷𝐸

  

 suggests improving the raw beta estimates by looking to industry betas, as raw beta not only 

incorporates operating risk, but also the financial risk. By running regressions on the returns of Southwest 

Airlines, Lufthansa, Air France/KLM, Finnair, Air Berlin, SAS, Ryanair, easyJet and NAS, we can unlever the 

raw beta estimates for each company. The raw beta estimates can be unlevered using the following equation:  

The median of the unlevered betas is then used as basis for releverage using the debt-to-equity ratio for each 

company. By using this technique we obtain a releveraged beta value of 0.51. By using this technique, one must 

assume that all comparable companies share the same operational characteristics and risks.151

As an alternative technique for obtaining beta, Koller et al.

 However, as an 

example we can remember that NAS has a quite different fuel hedging strategy than of the other companies in 

the peer group. Additionally, we know that the companies in the peer group (as well as the companies included 

in the sample from which the unlevered median beta is obtained) not necessarily share the same operational 

characteristics as NAS. When looking at appendix 46, we can see that the unleveraged beta values from the 

different companies vary substantially, from 0.04 to 0.59. This could further indicate that the companies do not 

share the same operational risk and characteristics. We can also look at some of the statistics from the previous 

regressions in order to get a get a more nuanced view. From the NAS on MSCI regression, we obtain values in a 

95 percent confidence interval between 0.795 and 2.04. This tells us that it is quite unlikely that a beta would 

represent values as low as 0.51.  

152

                                                      
150 Koller et al., Measuring and Managing the Value of Companies , p.250 

 suggests using a smoothing process for further 

improvement of the raw beta. An adjusted beta can be obtained by applying the following equation: 

𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑏𝑒𝑡𝑎 = 0,33 + 0,67 ∗ 𝑅𝑎𝑤 𝑏𝑒𝑡𝑎 

151 Koller et al., Measuring and Managing the Value of Companies,  p.250 
152 Koller et al., Measuring and Managing the Value of Companies,  p.253 

MSCI-World Dow Jones Global S&P Global 1200 OSEBX
Beta 1.4437 1.4151 1.4254 1.0726

Raw Beta NAS
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This technique is based on the assumption that all betas revert to the mean, i.e. 1.153

We can now use our findings to calculate the cost of equity by applying the CAPM model. A risk free interest 

rate of 2.11 percent, a market risk premium of 5 percent and a beta of 1.2973 gives us a cost of equity of 8.60 

percent. 

 From this equation we 

obtain a beta of 1.2973, a value which will be applied in the calculation of the cost of equity.  

7.2.2 Cost of Debt 
As cost of capital represents the return required from all investors, the return to debt holders must be included. 

The cost of debt consists of the risk free rate plus a credit spread representing the company specific risk. 

Additionally, the value of tax shielding reduces the cost of debt and is therefore accounted for. Cost of debt after 

tax is calculated as154

Where 𝑟𝑑 is the required rate of return on interest bearing debt (IBD), 𝑟𝑓 is the risk-free interest rate, 𝑟𝑠 is the 

credit spread (risk premium on debt) and 𝑡 is the marginal corporate tax rate 

: 

𝑟𝑑 = �𝑟𝑓 + 𝑟𝑠� ∗ (1 − 𝑡) 

From previous sections, we remember that risk free rate was estimated on the basis of Norwegian 10 year 

government bonds, which equaled 2.11 percent. We also know that the marginal corporate tax rate in Norway is 

28 percent. In order to obtain the credit spread i.e. the risk premium on debt, Petersen and Plenborg155 

recommends doing a synthetic credit rating on the company at hand. Koller et al.156 suggests calculating yield to 

maturity on long-term option-free bonds, but also supports the method of obtaining a credit spread based on a 

synthetic credit rating for a company with only short-term bonds or bonds that rarely trades. As the latter is the 

case for NAS, we choose to proceed with a credit rating based on the techniques of Standard & Poor’s.157

We remember from our financial analysis, more specifically the capitalizing of operating lease discussion, that 

operating lease is more or less equal to ordinary debt. As suggested by S&P’s, capitalized lease is therefore 

included in the calculations of NAS’s credit rating. From our calculations (appendix 53) we obtain and assign 

NAS a credit rating of B. The table below shows the rating for each component of the credit rating calculation.   

  

                                                      
153 Koller et al., Measuring and Managing the Value of Companies,  p.253 
154 Petersen and Plenborg, Financial Statement Analysis , p.265 
155 Petersen and Plenborg, Financial Statement Analysis , p.291 
156 Koller et al., Measuring and Managing the Value of Companies,  p.58 
157 Appendix 52 
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Table 7.2: Credit Rating 
Source: Own Creation & Standard & Poor’s 

Since the scale of the Norwegian credit market it relatively small, obtaining estimates of credit spreads to risk 

free interest rate is not commonly available. Doing calculations on the subject would probably qualify for a 

whole new thesis. We therefore use the US corporate yield spread over US treasuries as presented by Damodaran 

as a proxy.158

7.2.3 Weighted Average Cost of Capital 

 A spread of 6.50 percent is thus obtained.  This gives us a pre-tax cost of debt of 8.61 percent and 

subsequently an after-tax cost of debt of 6.20 percent.  

As we now have obtained cost of equity, cost of debt and the forecasted capital structure, we can proceed to 

calculate the weighted average cost of capital. WACC is calculated as: 

𝑊𝐴𝐶𝐶 =  
𝐷
𝑉
𝑘𝑑(1− 𝑡) +

𝐸
𝑉
𝑘𝑒 

The components of the equation and their values are as follows:  

𝐷
𝑉

 is the target level of debt to enterprise value using market-based values (73.20 percent), 𝐸
𝑉
  is the target level of 

equity to enterprise value using market-based values (26.80 percent), 𝑘𝑑 is the pretax cost of debt (8.61 percent), 

𝑘𝑒 is the cost of equity (8.60 percent) and 𝑡 is the company’s marginal tax rate (28 percent). 

Inserting the values above into the WACC equation gives us a weighted average cost of capital of 6.842 percent.  

7.3 Obtaining a Share Price 

In line with the discussion of valuation frameworks, we will now apply the models of choice in order to obtain a 

share price for NAS. In the following sections, a share price will therefore be calculated using the approaches of 

the different models. 
                                                      
158 Table found in appendix 24 

AAA AA A BBB BB B CCC-C
EBIT interest coverage X
EBITDA interest coverage X
FFO/Debt X
FCF/Debt X
Return on Capital X
Operating Margin X
Debt/Capital X
Total Rating X

S&P Rating
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7.3.1 Enterprise DCF 
As previously mentioned, this model discounts the future cash flows available to all investors using the WACC 

as a discount factor. This method yields the enterprise value (EV). By subtracting net debt from enterprise value 

one can obtain the estimated market value of equity which is the basis from which we can derive a share price. 

As the model includes cash flows from both the explicit forecast period and a terminal period, it is classified as a 

two period model. The model is expressed as follows159: 

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑣𝑎𝑙𝑢𝑒 =  �
𝐹𝐶𝐹𝐹𝑡

(1 + 𝑊𝐴𝐶𝐶)𝑡

𝑛

𝑡=1

+
𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒𝑛

(1 + 𝑊𝐴𝐶𝐶)𝑛
 

Where FCFF is the free cash flow to the firm, WACC is the weighted average cost of capital, g is the constant 

terminal growth and n represents the last year in the budget period. Continuing value is given by the following 

equation160

Where NOPLATn+1 is the NOPLAT in the first year after the explicit forecast period, and RONIC is the expected 

rate of return on new invested capital. 

 

𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒𝑛 =
𝑁𝑂𝑃𝐿𝐴𝑇𝑛+1 �1 − 𝑔

𝑅𝑂𝑁𝐼𝐶�
𝑊𝐴𝐶𝐶 − 𝑔

 

As mentioned in the discussion on cost of capital, the discount factor is based on return requirements from all 

investors. In order to maintain consistency between the cash flow and the discount factor, free cash flow to all 

investors (free cash flow to the firm) is therefore applied in the model. Cash flow estimates for the explicit 

forecast period are shown and explained in the forecast section.  

In the DCF model, the value of the terminal period is treated separately from the explicit forecast period. This is 

because this period represents the value of the company’s expected cash flow beyond the explicit forecast 

period.161

                                                      
159 Petersen and Plenborg, Financial Statement Analysis , p.216 

 The model suggests valuing the continuing value (value of cash flows in the terminal period) by using 

the equation provided above. As the equation suggests we need to make assumptions for the future growth and 

RONIC. The stable growth rate is assumed to be the inflationary target of the Norwegian Central Bank and is 

currently 2.5 percent. RONIC is assumed to be equal to WACC in the terminal period, as our analysis shows a 

160 Koller et al., Measuring and Managing the Value of Companies,  p.212 
161 Koller et al., Measuring and Managing the Value of Companies,  p.211 
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highly competitive industry. It would be unrealistic to assume that NAS will be able to generate economic profits 

in the years after the explicit budget period based on our analysis.  

The table below shows the calculation of NAS’s value per share per 18.04.2013.  

 

Table 7.3: Enterprise DCF Valuation 
Source: Own Creation 

Note that the discount factor is not represented by a full year. Koller et al. suggests adjusting the discount factor 

according to when cash flows are expected to be generated.162 Airlines have the highest revenues during the 

summer. We therefore adjust the present value of operations to the midyear point. By doing this we assume that 

cash flows are generated symmetrically around the midyear point.163

The value of equity is, as previously mentioned, obtained by subtracting interest bearing debt (including 

capitalized operational lease) and other debt equivalents as shown in the reformulated balance sheet, from EV. 

Further, book value of financial assets and the market value of the investment in associate (Norwegian Finans 

Holding ASA) are added to the EV. By dividing the value of equity by the number of shares, we obtain a share 

price per 18.04.2013 of 291 NOK. 

 There are two equal methods of doing this. 

One can adjust the discount factor by half a year, i.e. the discount factor for year one would be 𝑑 = 1
(1+𝑊𝐴𝐶𝐶)0,5 

instead of 𝑑 = 1
(1+𝑊𝐴𝐶𝐶)1

 and so on, e.g. raising the denominator to the power of 9.5 instead of 10 in 2022. The 

equivalent way is to simply adjust the enterprise value by multiplying it with (1+WACC)0,5. However, we are not 

estimating the value of the company per 31.12.2012, but per 18.04.2013. It is exactly 0.2 years until the midyear 

point from the date of valuation. The discount factor is therefore adjusted by 0.2 instead of 0.5, as shown by t in 

the table above.  

                                                      
162 Koller et al., Measuring and Managing the Value of Companies,  p.104 
163 Koller et al., Measuring and Managing the Value of Companies,  p.104 

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
t 0.2 1.2 2.2 3.2 4.2 5.2 6.2 7.2 8.2 9.2
FCF -1,624,419    -210,414         512,465         -1,487,223    -1,172,558    -932,859        -663,169        -372,766        80,229            352,233          
WACC 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 %
Discount factor 0.9869 0.9237 0.8645 0.8092 0.7573 0.7088 0.6635 0.6210 0.5812 0.5440
PV FCF -1,603,061    -194,351         443,033         -1,203,393    -888,026        -661,252        -439,982        -231,477        46,630            191,611          
PV Forecast period -4,540,268     
PV Terminal period 26,925,549    
Enterprise Value 22,385,281    
Interest bearing debt 13,980,742    
Book value of fin. Assets 1,509,632      
Market value NFS 240,486          
Equity value 10,154,657    
No of shares 34,924,769    
Value per share 290.76

Enterprise DCF
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Financial assets consist of excess cash and the financial assets available for sale. These items are recorded at 

market values. As we concluded that all fair value estimations made by management seemed correct when 

discussing accounting policies in the financial analysis chapter, we use the recorded book values as proxies for 

market values. 

The market value of Norwegian Finans Holding (Bank Norwegian) is obtained from Skagen Fondene.164 They 

hold this company in their portfolio, and state that the market value per share is NOK 7.00. NAS hold 34.36 

million shares165

Koller et al. further recommends adjusting the enterprise value for hybrid securities and minority interests.

, making the market value of their investment in associates NOK 240.5 million.  

166 

NAS holds 100 percent ownership in all their consolidated subsidiaries, and the non-consolidated subsidiary has 

been accounted for. Minority interests are therefore not an issue. NAS has historically had employee stock 

option programs, as mentioned earlier. However, all options were exercised by the end of 2012.167

7.3.2 Discounted Economic Profit 

 In addition, 

there is no convertible debt or convertible preferred stock associated with the company. These issues are 

therefore of no concern in the valuation. 

As stated in the discussion of models, this method will be represented by the economic value added model 

(EVA). The model measures the present value of future added economic value from the present level of invested 

capital. Added economic value or in other words economic profit is defined as excess return on capital over the 

weighted average cost of capital and can be expressed by the following equation.168

Similar to the DCF model, the EVA model is also presented as a two stage model in order to include both the 

explicit and terminal forecast period. The same procedure for obtaining equity value from enterprise value also 

applies (subtracting interest bearing debt and adding the value of the financial assets and investment in 

associate).The following equation represents the EVA model. 

 

𝐸𝑉𝐴𝑡 = 𝑁𝑂𝑃𝐿𝐴𝑇𝑡 −𝑊𝐴𝐶𝐶 ∗ 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡−1 

169

                                                      
164 Skagen Fondene (2013) 

 

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑣𝑎𝑙𝑢𝑒0 = 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙0 + �
𝐸𝑉𝐴𝑡

(1 + 𝑊𝐴𝐶𝐶)𝑡

𝑛

𝑡=1

+
𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑖𝑛𝑔 𝑣𝑎𝑙𝑢𝑒𝑛

(1 + 𝑊𝐴𝐶𝐶)𝑛
 

165 NFS ASA Annual Report (2012) p.15 
166 Koller et al., Measuring and Managing the Value of Companies,  p.280 
167 NAS Annual Report (2012) p.77 
168 Petersen and Plenborg, Financial Statement Analysis , p.220 
169 Koller et al., Measuring and Managing the Value of Companies,  p.215 
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Where 

𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑖𝑛𝑔 𝑣𝑎𝑙𝑢𝑒𝑛 =
𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑛(𝑅𝑂𝐼𝐶𝑛+1 −𝑊𝐴𝐶𝐶)

𝑊𝐴𝐶𝐶
+
𝑃𝑉(𝐸𝑐𝑜𝑛𝑜𝑚𝑖𝑐 𝑝𝑟𝑜𝑓𝑖𝑡𝑛+2)

𝑊𝐴𝐶𝐶 − 𝑔
 

Where 

𝑃𝑉(𝐸𝑐𝑜𝑛𝑜𝑚𝑖𝑐 𝑝𝑟𝑜𝑓𝑖𝑡𝑛+2) =
𝑁𝑂𝑃𝐿𝐴𝑇𝑛+1 �

𝑔
𝑅𝑂𝑁𝐼𝐶� (𝑅𝑂𝑁𝐼𝐶 −𝑊𝐴𝐶𝐶)

𝑊𝐴𝐶𝐶
 

Using the same symbols as the enterprise DCF equation 

A benefit of the EVA model is that it gives a clearer picture of economic performance than DCF. According to 

Koller et al.170

 

 a shortfall of enterprise DCF is that each year’s cash flow provides little insight into the 

company’s actual performance. This is because declining cash flow can signal either poor performance or 

investment for the future, where the latter is an example of what has influenced the future cash flow of NAS. The 

results of the EVA valuation are presented in the table below 

Table 7.4: Discounted Economic Profit Valuation 
Source: Own Creation 

Note that the enterprise value per 31.12.2012 has been adjusted by multiplying it with (1+WACC)^0.8 in order 

to find the enterprise value per 18.04.2013 assuming that value is created symmetrically around the midyear 

point. 

                                                      
170 Koller et al., Measuring and Managing the Value of Companies,  p.115 

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
WACC 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 % 6.842 %
ROIC 10.626 % 9.508 % 8.435 % 8.641 % 8.108 % 7.782 % 7.951 % 8.068 % 8.109 % 8.190 %
Discount factor 0.9360 0.8760 0.8199 0.7674 0.7183 0.6723 0.6292 0.5890 0.5512 0.5159
EVA 571,318          488,577          323,119         386,379         314,397         263,330          345,242          419,939          473,820          543,937          
PV EVA 534,734          428,008          264,936         296,519         225,828         177,035          217,241          247,323          261,187          280,638          
PV Forecast period 2,933,451      
PV Terminal period 3,202,031      
Invested capital t=0 15,095,516    
Enterprise Value 31.12 21,230,998    
EV 18.04.2013 22,385,281    
Interest bearing debt 13,980,742    
Book value of fin. Assets 1,509,632      
Market value NFS 240,486          
Equity value 10,154,657    
No of shares 34,924,769    
Value per share 290.76

Discounted Economic Profit
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Contrary to the consecutive years of negative cash flows from the DCF, we see that economic profit is created in 

every year of the explicit forecast period. However, identical results are yielded by the EVA as for the DFC and 

a share price of 291 is obtained. 

7.3.3 Relative Valuation 
As we now have obtained share prices from the DCF and EVA, we will apply various multiple valuation 

methods, in order to get an overview of the plausibility of the results we already have obtained. In the previous 

discussion on relative valuation, we concluded with proceeding with the following multiples: EV/EBITDAR, 

EV/Adjusted EBIT and EV/Revenue. In the following section we will discuss each method and present the 

results of the subsequent calculations.  

7.3.3.1 EV/EBITDAR  

Since a relatively large proportion of airlines financing often consists of operating leases, this multiple will 

analyze how the market values the pure operational performance of each company. The Thomson One Banker 

database does not cover forecasts of EBITDAR. Own calculations have therefore been applied to the reported 

EBITDA. EBITDAR has been calculated by finding each company’s budgeted minimum lease payments at the 

end of 2013 and 2014, and added this amount to the consensus EBITDA estimate. The multiple has been 

calculated on both a forward looking view (31.12.2013 and 31.12.2014) and a trailing twelve month estimate.  

7.3.3.2 EV/Adjusted EBIT 

As Thomson One Banker estimated EBIT include lease payments, we have found it necessary to adjust the 

multiple for further analysis. For simplicity we use Moody’s approach regarding operating lease depreciation, 

i.e. that two thirds of the lease payment can be regarded as depreciation, and one third as a financing expense.171

7.3.3.3 EV/Revenue 

 

We therefore adjust the consensus estimated EBIT by adding two thirds of the budgeted lease payments to the 

EBIT provided by Thomson One Banker.  

This multiple is applied without any adjustments. Similarly to the two proceeding multiples, this multiple is also 

analyzed on a forward and historical basis.  

The table below shows a summary of all the multiples from the different companies and its respective values.  

                                                      
171 Moody’s(2006) 
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Table 7.5: Overview of Multiples 
Source: Own Creation & Thomson One Banker 

For all multiples, we can observe different levels both in different companies and in different periodic 

perspectives (forward or historical). If we for example look at the 2013 EV/EBITDAR multiple, we see that 

NAS achieves an enterprise value 5.99 times of the expected (forward) EBITDAR. Ryanair however is given a 

multiple of 8.5. The first conclusion that might be drawn from this is that Ryanair is overvalued or that NAS is 

undervalued. This is however potentially wrong, due to the underlying assumptions of the multiple. A 

decomposition of the EV/EBITDA172

 𝐸𝑉
𝐸𝐵𝐼𝑇𝐷𝐴 

=  𝑅𝑂𝐼𝐶−𝑔
𝑊𝐴𝐶𝐶−𝑔

∗ 1
𝑅𝑂𝐼𝐶

∗ (1 − 𝑡) ∗ (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒)   

 multiple show that there are a series of components that have to be 

comparable across companies in order to use the multiple for comparing. 

This equation can further be extended to represent EBITDAR, which can be done by multiplying the expression 

above by 1 − 𝑟𝑒𝑛𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒 𝑟𝑎𝑡𝑒 were we define rental expense rate as: 𝑅𝑒𝑛𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒 
𝐸𝐵𝐼𝑇𝐷𝐴𝑅

. 

From the components stated above, we can see that factors such as e.g. tax should be identical for all companies 

in order to sensibly compare them. For instance, as mentioned in the financial analysis, Ryanair benefits from 

lower corporate tax rate than Norwegian. Petersen and Plenborg173

                                                      
172 Extended from EBIT by multiplying the EV/EBIT with 1-Depreciation rate 

 argues that ROIC, WACC, depreciation rate, 

lease rate, growth and tax rate all are underlying requirements for useful comparison of companies. The table 

below shows the differences in the inputs to the decomposed trailing twelve month EV/EBITDAR multiple. The 

WACC and ROIC data on which the calculations are based on is collected from Damodaran’s own 

173 Petersen and Plenborg, Financial Statement Analysis , p.230 

EV/EBITDAR EV/Adj. EBIT EV/Revenue
des.13 des.14 des.13 des.14 des.13 des.14 des.12 des.12 des.12

Ryanair 8.50               8.27               12.11             11.51             2.03               1.91               9.55               14.11             2.18               
easyJet 8.54               8.16               11.17             10.56             1.34               1.26               10.51             14.16             1.45               
SAS 4.84               4.54               9.91               9.16               0.58               0.59               10.22             47.06             0.66               
Air Berlin 9.03               9.94               16.38             17.19             1.18               1.14               7.89               12.59             1.19               
Lufthansa 4.90               4.35               12.01             9.35               0.53               0.52               4.89               11.56             0.55               
Finnair 5.39               5.13               13.24             12.46             0.56               0.54               6.02               17.57             0.57               
Air France-KL 6.68               5.72               20.78             13.81             0.76               0.74               8.82               58.69             0.77               
Southwest 5.35               5.17               8.57               8.14               0.88               0.84               8.55               18.13             0.91               
NAS 5.99               5.08               8.89               7.23               1.30               1.04               9.53               17.36             1.60               
Average 6.58               6.26               12.56             11.05             1.02               0.95               8.44               23.47             1.10               
Median 5.99               5.17               12.01             10.56             0.88               0.84               8.82               17.36             0.91               

EV/EBITDAR EV/Adj. EBIT EV/Revenue
Forward Multiples TTM Multiples
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estimations174. As they are not adjusted for operational lease the results will deviate from our own estimates. 

However, we believe they represent good proxies for the understanding of the relative valuation requirements. 

The marginal tax rate, and depreciation and lease rates are calculated from each company’s annual report.175

 

 The 

decomposed EV/EBITDAR equation is solved for implied growth. The derivation of the equation is shown in 

appendix 51. 

Table 7.6: Decomposition of EV/EBITDAR 
Source: Own Creation & Petersen and Plenborg (2012) 

As we can see, the requirements for truly comparable companies are not present. We can therefore not draw 

conclusions on whether NAS is under- or overvalued compared to the other companies. We will however 

continue analyzing the results with the findings above in mind. 

The table below shows the results of relative valuation and the implied share price for each technique. Results 

have been calculated both on the basis of consensus estimates (Thomson One Banker) and own forecasts.  

 

Table 7.7: Relative Valuation Based on Market Consensus Estimates 
Source: Own Creation & Thomson One Banker 

                                                      
174 Aswath Damodaran, “Damodaran online” Damodaran Online 01.01.2013, http://pages.stern.nyu.edu/~adamodar/. 
(accessed 28.05.2013). 
  
175 Annual Report: Ryanair, easyJet, SAS, Air Berlin, Lufthansa, Finnair, Air France-KLM, Southwest Airlines, NAS 

Marginal tax WACC ROIC Depreciation&lease rate Implied growth
Ryanair 12.50 % 8.14 % 12.63 % 32.33 % 3.81 %
easyJet 24.00 % 5.17 % 22.17 % 23.55 % -0.26 %
SAS 26.30 % 5.77 % 3.21 % 51.18 % 8.21 %
Air Berlin 29.48 % 5.41 % -21.21 % 44.87 % -0.15 %
Lufthansa 29.48 % 4.88 % 6.88 % 59.19 % -10.80 %
Finnair 24.50 % 5.47 % 0.40 % 59.26 % -0.12 %
Air France-KLM 33.33 % 5.69 % n/a 67.85 % n/a
Southwest 35.00 % 5.82 % 6.63 % 37.65 % 4.87 %
NAS 28.00 % 5.08 % 8.62 % 32.58 % 1.80 %

Decomposition of EV/EBITDAR

des.12 des.13 des.14 des.12 des.13 des.14 des.12 des.13 des.14
Average 163,62           288,86           368,31           617,13           474,57           542,33           46,49             102,71           181,40           
Median 187,15           231,00           242,21           363,09           437,75           502,88           -22,27           41,42             119,18           
Max 291,46           529,79           794,70           2 080,81       1 019,71       1 043,08       446,05           559,30           723,83           
Min -55,76           117,59           146,13           122,15           210,32           231,00           -155,86         -117,40         119,18           

EV/EBITDAR EV/Adj. EBIT EV/Revenue
Relative valuation based on market consensus estimates
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Table 7.8: Relative Valuation Based on Own Earnings Forecast 
Source: Own Creation & Thomson One Banker 

7.3.3.4 Market Consensus Estimates 

As we can see, the various multiples yield estimates from -155 to 2,080 NOK per share if we use trailing twelve 

months, and from -117 to 1,043 NOK if we use forward estimates. This supports our previous arguments, that 

we need truly comparable companies in order to sensibly use multiples. 

7.3.3.5 Own Earnings Forecast 

The same results can be observed if we use our own earnings forecast instead of the market consensus estimates. 

The forward estimates yield values between -112 and 916 NOK.  

 The results above show that a sensible relative valuation probably needs extensive work and truly comparable 

peers. We can however conclude that the share price obtained by the present value techniques not can be 

considered extreme in any way when comparing it to the results from the relative valuation. We therefore deem 

our estimated share price of 291 NOK as plausible. We will now continue with a sensitivity analysis based on 

the results obtained up to this point.   

7.4 Sensitivity Analysis 

The obtained share price is a result of numerous qualified assumptions. Our valuation model is build on forecasts 

that have been developed through careful analysis, but prediction of the actual future value drivers is still 

associated with a degree of uncertainty. In this section we will therefore address those value drivers we find to be 

the most sensitive for the value of NAS. We will also construct a scenario analysis, which will look at possible 

outcomes based on negative, neutral and positive developments.  

7.4.1 Sensitivity of Value Drivers 
The figure below shows the sensitivity of the share price for a +/- 1 percent change in a set of chosen variables. 

Note that the change in WACC, terminal growth rate and RONIC is done in +/- 1 percentage point. Following 

the figure a discussion on the most sensitive variables is presented.  

des.12 des.13 des.14 des.12 des.13 des.14 des.12 des.13 des.14
Average 163,62           205,70           225,97           617,13           412,08           372,55           46,49             111,33           136,41           
Median 187,15           155,27           124,58           363,09           378,02           340,55           -22,27           48,89             79,37             
Max 291,46           415,65           568,82           2 080,81       916,30           778,88           446,05           576,45           633,60           
Min -55,76           56,44             47,33             122,15           167,66           119,92           -155,86         -112,89         -91,17           

EV/EBITDAR EV/Adj. EBIT EV/Revenue
Relative valuation based on own earnings forecast
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Figure 7.2: Sensitivity Analysis 
Source: Own Creation 

7.4.1.1 WACC 

The weighted average cost of capital is as previously mentioned the discounting value for the forecasted cash 

flows in a DCF valuation. Changes in WACC have potential for impacts of high magnitude on a company’s 

value. The share price seems to be very sensitive to changes in WACC. A 1 percentage point negative change in 

WACC, assuming no change in terminal growth, yields a share price of 608 NOK. A similar 1 percentage point 

positive change in growth, assuming no change in WACC, yields a share price of 298 NOK. WACC is 

incorporated in both the explicit forecast period and the terminal period parts of the model. Growth however is 

only a part of the continuing value, which values the terminal period. This explains the higher sensitivity of 

WACC compared to growth.  Monitoring of WACC and its components is therefore crucial for value estimation 

of NAS.  

7.4.1.2 RONIC 

Return on new invested capital in the terminal period can impact the value of NAS. Our base assumption is that 

RONIC will equal WACC in the terminal period. However, we see that a change in this assumption i.e. value is 

destroyed (RONIC<WACC) or the company continues to make economic profit (RONIC>WACC), could affect 

the value significantly.  

7.4.1.3 RASK 

Revenue per available seat kilometer is by far the most sensitive financial item regarding the final share price. 

As we remember from the financial analysis, this item is the product of yield and load factor. If competitive 

forces decrease the yield more than we have anticipated, or if NAS is not able to maintain its current load factor, 
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we expect the value to be substantially lower than our estimate. It is therefore very important for investors to 

monitor the development in yield and load factor. 

7.4.1.4 Jet Fuel Price 

As we remember from the strategic analysis, NAS’s fuel costs makes up approximately 30 percent of total costs.  

It is therefore reasonable to believe that our model is relatively sensitive to changes in fuel price. As we have 

assumed a constant fuel price for the whole forecast period, we now look at the impact of changing the fuel price 

with +/- 1 percent for the same period. The figure shows that the jet fuel price is the most sensitive cost item in 

terms of share price. As the future jet fuel price develops it is important to examine the impacts it will have on 

share price.  

7.5 Scenario Analysis 

The purpose of this section is to investigate the possible outcomes of changes in the variables stated in the 

previous section. We will only look at operational drivers, i.e. not WACC and growth as these items were 

covered in the sensitivity analysis. In this section we will present two different scenarios, one scenario where we 

assume a more optimistic future development and one scenario where we assume a more pessimistic 

development. The section will be concluded by looking at actual values and the results will be compared to our 

share price estimate of 291 NOK.  

7.5.1 Worst Case Scenario  
From the strategic analysis, we know that there are numerous threats to NAS’s future development. We 

discovered in the previous section that variables deemed as relatively uncertain are among the most sensitive in 

terms of the final share price. As the PESTLE analysis showed, the historical volatility of jet fuel prices have 

been high. There is no reason to believe that future volatility will be any lower. We will assume an oil price of 

110 USD/Barrel and the subsequently estimated jet fuel price in our worst case scenario. This level is not 

extremely high but it will give a good indication of how much the value of NAS depends on this variable. 

Increased competition or new entrants to existing markets will impact RASK. If NAS is to face increased price 

competition, ticket prices will go down and yield will follow. Competition can also mean losing customers to 

competitors, which will have a negative impact load factor.  

In order to get a realistic overview of a pessimistic development, we consider the following assumptions: 

Increased price competition from such companies as Ryanair and easyJet pushes prices down and NAS’s yield 

down. The pressure from the same competitors reduces NAS’s passenger growth and we believe this will force 
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NAS to reduce its fleet in order to maintain a certain level of load factor and RASK. This means reducing the 

net-growth of the fleet from 16-17 per year to 8 per year until 2017 where net-growth will be reduced to zero. 

Cost saving measures will probably be engaged and we believe salary is one of the first items to receive cuts. We 

actually believe that NAS’s bargaining power relative to its employees will increase because the employees will 

face unemployment. We therefore assume that Payroll/employees will be reduced. 

7.5.2 Best Case Scenario 
Similar to the worst case scenario, we will now look at a possible positive development based on findings in the 

strategic analysis. The following section will therefore discuss optimistic assumptions on the development of 

NAS. Oil prices will reach 90 USD per barrel, which subsequently will lower NAS’s fuel bill. SAS will default 

after numerous years of unprofitable operations, market shares previously possessed by the company is taken 

over by NAS and other competitors. NAS also experiences success in emerging markets, mainly due to the 

growth of demand for air travel in these areas. Economic growth in main markets will also here boost passenger 

activity. Load factor increases as a result of new market shares and passenger growth. Yield will stay constant to 

base case levels, because SAS’s default will introduce new competitors. Although this is a best case scenario, it 

would be unrealistic to assume that employees will not demand higher salaries as a result of NAS’s successful 

development. We therefore assume that payroll/employee will increase.  

7.5.3 Scenario Outcomes 
In the table below, we can see the outcomes of the scenarios above. The assumptions of changes have been 

stated in the previous sections and the levels of change can be observed in the table.  As we can see, the share 

prices vary from 20 NOK in the worst case scenario to 562 NOK in the best case scenario. The outcomes verify 

the importance of monitoring the development of NAS. Investors should definitely acknowledge this 

importance, if they consider NAS as a possible investment.   
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Table 7.9: Scenario Analysis 
Source: Own Creation 

7.6 Partial Conclusion 

In this chapter we have used insights and data developed through a careful strategic and financial analysis of 

NAS, and applied them in different valuation frameworks. We have discussed different approaches to valuation 

and concluded that the present value framework best suits the valuation of NAS. A relative valuation method 

was also tested, but found to be too inaccurate for the obtaining of a final share price. In order to discount values 

to present value, we have also calculated a weighted average cost of capital on the basis of careful discussion. By 

applying the DCF and EVA methods, we obtained a share price per 18.04.2013 of 291 NOK. This share price 

was however showed to be sensitive to changes in its defining variables.  

 
 
 
 
 
 
 
 
 
 
 
 

2012 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E

no of planes 76 84 92 100 108 108 108 108 108 108
ASK 30 004 033,61  33 704 024,77  37 818 685,12  40 658 823,53  43 570 974,67  43 305 607,33  43 093 003,10  42 918 848,56  42 781 453,29  42 664 042,78  
yield 0,6128                0,5938                0,5749                0,5559                0,5369                0,5369                0,5369                0,5369                0,5369                0,5369                
load factor 0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                
avg price per barrel 734,52                734,52                734,52                734,52                734,52                734,52                734,52                734,52                734,52                734,52                
payroll/employees 745,00                725,00                705,00                685,00                665,00                655,00                645,00                635,00                625,00                615,00                
Share Price 19,83    

no of planes 84 95 102 120 137 154 171 188 204 220
ASK 33 162 352,94  38 117 647,06  41 929 411,76  48 790 588,24  55 270 588,24  61 750 588,24  68 230 588,24  74 710 588,24  80 809 411,76  86 908 235,29  
yield 0,6178                0,6038                0,5899                0,5759                0,5619                0,5619                0,5619                0,5619                0,5619                0,5619                
load factor 0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                0,7862                
avg price per barrel 669,88                669,88                669,88                669,88                669,88                669,88                669,88                669,88                669,88                669,88                
payroll/employees 780,00                795,00                810,00                825,00                840,00                840,00                840,00                840,00                840,00                840,00                
Share Price 290,76 

no of planes 84 95 102 120 137 154 171 188 204 220
ASK 33 162 352,94  38 117 647,06  41 929 411,76  48 790 588,24  55 270 588,24  61 750 588,24  68 230 588,24  74 710 588,24  80 809 411,76  86 908 235,29  
yield 0,6178                0,6038                0,5899                0,5759                0,5619                0,5619                0,5619                0,5619                0,5619                0,5619                
load factor 0,8000                0,8000                0,8000                0,8000                0,8000                0,8000                0,8000                0,8000                0,8000                0,8000                
avg price per barrel 605,24                605,24                605,24                605,24                605,24                605,24                605,24                605,24                605,24                605,24                
payroll/employees 795,00                825,00                855,00                885,00                915,00                915,00                915,00                915,00                915,00                915,00                
Share Price 562,10 

Worst Case Scenario

Base Case Scenario

Best Case Scenario

Scenario Analysis
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8 Conclusion 

This thesis has been constructed for the purpose of answering the following problem statement: “What is the fair 

value of Norwegian Air Shuttle ASA on April 18th 2013?”. 

 In order to properly answer this problem statement, we have applied several acknowledged valuation theories 

and frameworks. Each section of the thesis has been dedicated to answer each of the sub-elements of the 

problem statement. This conclusion will therefore relate our findings in each section, to the corresponding sub-

element. This way we can assure that the share estimate obtained is based on our initial research question.  

When determining the value of a company, it is important to understand its history, its present situation and its 

closest competitors. An overview of NAS enabled us to answer the first sub-element of the problem statement.  

We have learned that NAS has experienced fantastic growth from its revival in 2002. The company has grown 

from a small Norwegian regional operator, to become one of the biggest airlines in Europe. The future strategy is 

definitely focused on further growth, as the company placed the all-time biggest single aircraft order in Europe at 

a staggering sum of 279. The growth of NAS has made it a serious opponent to the former Norwegian 

monopolist SAS, as well as the large LCC companies Ryanair and easyJet. The growth strategy also relate to 

expansions in the route network. NAS will be one of the first LCC’s to extend their route operations from 

medium-haul to long-haul service. This “LCC-pioneering” as well as the acquisition of the brand new 

Dreamliners has put NAS among the most adaptive and modern airlines in the world.  

In order to understand the environment in which NAS operates, we analyzed both the internal and external 

environment. This enabled us to answer the second sub-element of the problem-statement. The PESTLE analysis 

gave us an understanding of the macroeconomic factors, which impact NAS’s operations. We found that factors 

such as fuel price and overall economic development are important for the future development of NAS. We also 

got a deeper understanding of the advantages the fleet-modernization will give NAS. State of the art aircraft will 

consume less fuel and lower emissions substantially. This will provide NAS with a competitive edge, which is 

imperative for the reasons uncovered in the microeconomic analysis.  

Through a Five-Forces analysis, we got an overview of the microeconomic environment in which NAS operates. 

The analysis gave us insight into a highly competitive industry. It became clear that the airline industry is going 

to be highly price (and cost) focused in the future. Low entry barriers and low company loyalty among 

passengers are factors that contribute to boost the level of competition.  
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The VRIO analysis provided us with an understanding of the values of NAS’s resources and how well they are 

utilized. A competent and enthusiastic management as well as a strong brand name was discovered to be among 

the most valuable and well-utilized resources.  

The strategic analysis gave us the necessary basis for moving on to analyze the financial performance of NAS. 

This enabled us to answer the third sub-element of the problem statement. We found that NAS’s financial 

statements were of adequate quality due to IFRS adoption. Reformulation was however needed in order to 

perform functional analyses. One of the most important processes in the reformulation was the capitalization of 

operating lease, an item that proved vital for sensible comparisons.  

The financial performance of NAS was found to be below Ryanair and easyJet, but well above SAS. In order to 

understand the performance differences between the companies, a thorough analysis of the ROIC was conducted. 

Airline specific ratios were developed and found to be important for understanding the value drivers of an 

airline. Available seat kilometers (ASK) was established as a core driver.  

With solid value drivers, we could move on to forecasting the future performance of NAS. This enabled us to 

answer the fourth sub-element of the problem statement. A ten-year forecast period was chosen for the further 

analysis. By applying findings from the strategic and financial analysis and connecting them to the value drivers, 

we could obtain estimates of the future cash flows and performance of NAS.  

By obtaining estimates for the future cash flow and performance, we could move on to the valuation of the 

company. This enabled us to answer the fifth and final sub-element of the problem statement, which also reflects 

the overall research question. Different valuation models were considered, but three models were chosen on the 

basis of practitioners’ preferences as well as case specific relevance. The DCF and DEP models gave identical 

and sensible answers. The relative valuation yielded results of extreme values. These results were however to a 

certain degree disregarded, due to the absence of the basic assumptions required for correct application of 

multiples. 

A sensitivity analysis and scenario analysis was also included in the final section of the thesis. The results 

showed a share price highly sensitive to changes in revenue components and fuel prices. The worst and best case 

scenarios yielded potential share prices from 20 to 562 NOK per share respectively. Through the enterprise 

discounted cash flow and enterprise discounted economic profit methods we obtained an estimated share price of 

Norwegian Air Shuttle ASA per 18.04.2013 of 291 NOK. This represents an undervalued share with a potential 

upside of 24.39 percent. We therefore conclude with a buy recommendation on Norwegian Air Shuttle ASA per 

18.04.2013. 
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Appendix 1: Definitions 

 

Available Seat Kilometers (ASK): Number of total available seats multiplied by distance flown. 

Revenue Passenger Kilometers (RPK):  Number of occupied seats multiplied by distance flown. 

Load Factor: RPK divided by ASK. Describes the utilization of available seats.  

Yield: Revenue divided by RPK. Describes how much revenue one occupied seat generates per kilometer flown. 

CASK: Costs per ASK. It is a measure of cost efficiency and can be measured over different levels of cost, 

where costs at the EBITDA level, i.e. before depreciation and amortization are the most common. 

RASK: Average revenue per ASK. A measure of how much revenue one single seat generates on average per 

kilometer flown.  The RASK reflects load factor contrary to yield. 

Source: NAS Annual Report Web Edition (2012), Definitions 
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Appendix 2: NAS Reformulated Income Statement 

 

  

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Revenues 1,972,246.00 2,941,400.00 4,226,202.00 6,226,413.00 7,309,190.00 8,597,667.00 10,532,191.00 12,859,042.00

Sales and distribution costs 75,114.00 92,889.00 94,162.00 115,251.00 149,415.00 167,859.00 198,930.00 274,954.00
Aviation fuel 384,394.00 703,872.00 990,741.00 2,006,248.00 1,423,328.00 2,092,859.00 3,093,514.00 3,740,508.00
Airport charges 276,184.00 417,942.00 601,780.00 841,999.00 1,037,716.00 1,295,913.00 1,561,369.00 1,730,217.00
Handling charges 200,296.00 306,825.00 404,275.00 615,740.00 722,658.00 863,551.00 982,191.00 1,077,334.00
Technical maintenance 207,785.00 306,333.00 412,837.00 574,077.00 659,796.00 697,196.00 711,597.00 792,565.00
Payroll 299,023.00 412,940.00 622,189.00 1,076,068.00 1,303,299.00 1,531,211.00 1,836,194.00 2,068,202.00
Other operating expenses 234,381.00 499,762.00 595,823.00 630,909.00 721,429.00 803,522.00 914,565.00 1,017,268.00
Total operating costs 1,677,177.00 2,740,563.00 3,721,807.00 5,860,292.00 6,017,641.00 7,452,111.00 9,298,360.00 10,701,048.00
EBITDA 295,069.00 200,837.00 504,395.00 366,121.00 1,291,549.00 1,145,556.00 1,233,831.00 2,157,994.00
Depreciation 18,395.00 39,472.00 55,023.00 72,887.00 109,433.00 156,417.00 245,370.00 332,183.00
Lease Depreciation 39,484.44 56,534.87 92,951.04 133,780.82 194,467.75 244,109.69 260,183.57 323,922.14
EBITA 237,189.56 104,830.13 356,420.96 159,453.18 987,648.25 745,029.31 728,277.43 1,501,888.86
Amortization 10,922.00 11,597.00 19,021.00 56,735.00 39,449.00 30,291.00 48,579.00 53,062.00
EBIT 226,267.56 93,233.13 337,399.96 102,718.18 948,199.25 714,738.31 679,698.43 1,448,826.86

Operational tax 63,354.92     26,302.28     94,301.99     31,235.09     261,444.79   200,036.73     190,284.56     405,772.52     
Operational cash tax 72,560.92     39,194.28     101,213.99   22,073.09     281,921.79   112,093.73     40,930.56        348,553.52     
NOPLAT 153,706.65   54,038.86     236,185.97   80,645.09     666,277.46   602,644.58     638,767.87     1,100,273.34  

Reconciliation with net earnings:
Bought capacity -114,083.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other gains/(losses) - net 0.00 0.00 0.00 -147,768.00 49,315.00 29,732.00 305,720.00 -336,385.00
Gain/(loss) from sale of subsidiary 0.00 0.00 10,800.00 0.00 0.00 0.00 0.00 0.00
Profit/(loss) from associate 0.00 0.00 -1,821.00 -8,773.00 3,200.00 6,328.00 19,518.00 32,840.00
Total Special & nonrecurring income (costs) -114,083.00 0.00 8,979.00 -156,541.00 52,515.00 36,060.00 325,238.00 -303,545.00
After tax -82,139.76 0.00 6,464.88 -112,709.52 37,810.80 25,963.20 234,171.36 -218,552.40

Interest income 4,014.00 6,797.00 21,826.00 39,427.00 23,206.00 40,292.00 35,665.00 47,543.00
Interest expense -648.00 -609.00 -19,140.00 -9,880.00 -20,933.00 -40,159.00 -70,246.00 -118,845.00
Net foreign exchange (loss) or gain 0.00 -10,634.00 -16,380.00 -31,377.00 39,311.00 24,793.00 -228,470.00 273,353.00
Appreciation cash equivalents 0.00 3,834.00 18,394.00 -310.00 6,127.00 10,007.00 12,723.00 21,024.00
Impairment available-for-sale financial assets 0.00 0.00 0.00 0.00 0.00 -7,314.00 0.00 0.00
Fair value adjustment long term deposits 0.00 198.00 681.00 122.00 152.00 -1,001.00 4,550.00 2,900.00
Hegde inefficiency 0.00 0.00 -32,647.00 358,264.00 0.00 0.00 0.00 0.00
Other financial items 9,021.00 -782.00 -2,683.00 -4,279.00 110.00 -17.00 -23,134.00 -39,087.00
Lease interest expense -86,422.56 -123,742.13 -203,448.96 -292,816.18 -425,646.25 -534,301.31 -569,483.43 -708,992.86
Total financial income/(expenses) -74,035.56 -124,938.13 -233,397.96 59,150.82 -377,673.25 -507,700.31 -838,395.43 -522,104.86
Financials after tax -53,305.61 -89,955.46 -168,046.53 42,588.59 -271,924.74 -365,544.22 -603,644.71 -375,915.50

Adjustment for operating deferred taxes -9,206.00 -12,892.00 -6,912.00 9,162.00 -20,477.00 87,943.00 149,354.00 57,219.00
Adjustment for nonoperating taxes 55.00 -718.00 -3,062.00 -2,576.00 6,387.00 4,237.00 -2,184.00 -8,056.00

Net earnings 27,412.28 -22,306.60 84,578.32 3,938.16 446,253.52 170,883.56 122,124.52 456,642.44

NAS-Reformulated income statement
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Appendix 3: NAS Original Income Statement 

 

  

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Passanger transport 1,931,663.00 2,879,431.00 4,048,922.00 5,641,533.00 6,389,406.00 7,210,161.00 9,097,288.00 11,201,072.00
Ancillary revenue 0.00 0.00 0.00 463,609.00 788,655.00 1,034,006.00 1,224,744.00 1,405,495.00
Other revenues 40,583.00 61,969.00 177,280.00 121,271.00 131,129.00 353,500.00 210,159.00 252,475.00
Total revenues 1,972,246.00 2,941,400.00 4,226,202.00 6,226,413.00 7,309,190.00 8,597,667.00 10,532,191.00 12,859,042.00

Sales and distribution costs 75,114.00 92,889.00 94,162.00 115,251.00 149,415.00 167,859.00 198,930.00 274,954.00
Aviation fuel 384,394.00 703,872.00 990,741.00 2,006,248.00 1,423,328.00 2,092,859.00 3,093,514.00 3,740,508.00
Aircraft leases 125,907.00 180,277.00 296,400.00 426,597.00 620,114.00 778,411.00 829,667.00 1,032,915.00
Airport charges 276,184.00 417,942.00 601,780.00 841,999.00 1,037,716.00 1,295,913.00 1,561,369.00 1,730,217.00
Handling charges 200,296.00 306,825.00 404,275.00 615,740.00 722,658.00 863,551.00 982,191.00 1,077,334.00
Technical maintenance 207,785.00 306,333.00 412,837.00 574,077.00 659,796.00 697,196.00 711,597.00 792,565.00
Payroll 299,023.00 412,940.00 622,189.00 1,076,068.00 1,303,299.00 1,531,211.00 1,836,194.00 2,068,202.00
Depreciation, amortization and impairment 29,316.00 51,070.00 74,044.00 129,611.00 148,882.00 186,707.00 293,950.00 385,244.00
Bought capacity 114,083.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other operating expenses 234,381.00 499,762.00 595,823.00 630,909.00 721,429.00 803,522.00 914,565.00 1,017,268.00
Other losses/(gains) - net 0.00 0.00 0.00 147,768.00 -49,315.00 -29,732.00 -305,720.00 336,385.00
Total operating expenses 1,946,483.00 2,971,910.00 4,092,251.00 6,564,268.00 6,737,322.00 8,387,497.00 10,116,257.00 12,455,592.00
Operating profit 25,763.00 -30,510.00 133,951.00 -337,855.00 571,868.00 210,170.00 415,934.00 403,450.00

Net Finances 12,387.00 -1,196.00 -29,949.00 351,967.00 47,973.00 26,601.00 -268,912.00 186,888.00

Share of profit (loss) from associated company 0.00 0.00 -1,821.00 -8,773.00 3,200.00 6,328.00 19,518.00 32,840.00
Gain from sale of subsidiary 0.00 0.00 10,800.00 0.00 0.00 0.00 0.00 0.00

Profit (loss) before tax 38,150.00 -31,706.00 112,981.00 5,339.00 623,041.00 243,099.00 166,540.00 623,178.00
Income tax expense -10,478.00 9,709.00 -28,402.00 -1,394.00 -176,789.00 -72,214.00 -44,416.00 -166,535.00
Net earnings 27,672.00 -21,997.00 84,579.00 862.00 442,853.00 173,973.00 120,430.00 456,946.00

NAS Original income statement
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Appendix 4: NAS Reformulated Balance Sheet (Net Operating Assets) 

 

  

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Operating cash 39,444.92 58,828.00 84,524.04 124,528.26 146,183.80 171,953.34 210,643.82 257,180.84
Inventory 36,764.00 19,341.00 28,000.00 34,214.00 40,825.00 66,191.00 81,994.00 68,385.00
Trade and other receivables 200,174.00 443,492.00 491,543.00 914,379.00 829,893.00 842,143.00 1,072,497.00 1,096,558.00
Other receivables 19,388.00 8,819.00 28,507.00 32,404.00 26,391.00 53,242.00 113,061.00 135,562.00
Operating current assets 295,770.92 530,480.00 632,574.04 1,105,525.26 1,043,292.80 1,133,529.34 1,478,195.82 1,557,685.84

Trade and other payables 250,277.00 395,850.00 644,837.00 694,832.00 746,549.00 1,063,436.00 1,230,935.00 1,564,955.00
Air traffic settlement liabilities 218,693.00 291,795.00 536,548.00 598,162.00 792,713.00 954,232.00 1,208,326.00 1,739,681.00
Tax payable 0.00 30.00 1,212.00 267.00 111,158.00 976.00 488.00 0.00
Operating current liabilities 468,970.00 687,675.00 1,182,597.00 1,293,261.00 1,650,420.00 2,018,644.00 2,439,749.00 3,304,636.00

Net working capital -173,199.08 -157,195.00 -550,022.96 -187,735.74 -607,127.20 -885,114.66 -961,553.18 -1,746,950.16

Aircraft, parts and insallations on leased aircraft 18,253.00 214,419.00 209,820.00 523,676.00 974,892.00 2,092,136.00 3,869,159.00 5,579,757.00
Equipment and fixtures 18,567.00 14,025.00 24,313.00 31,014.00 30,905.00 26,175.00 31,991.00 58,476.00
Buildings 0.00 0.00 3,933.00 3,933.00 3,933.00 9,525.00 9,525.00 9,525.00
Financial lease asset 0.00 0.00 0.00 0.00 26,092.00 31,203.00 27,882.00 24,562.00
Prepayment to Aircraft manufacturers 0.00 0.00 316,546.00 705,165.00 1,410,992.00 2,002,600.00 2,126,954.00 2,844,359.00
Tangible assets 36,820.00 228,444.00 554,612.00 1,263,788.00 2,446,814.00 4,161,639.00 6,065,511.00 8,516,679.00
Capitalized lease 1,007,256.00 1,442,216.00 2,371,200.00 3,412,776.00 4,960,912.00 6,227,288.00 6,637,336.00 8,263,320.00
Intangible assets 31,955.00 33,243.00 232,407.00 198,074.00 190,543.00 210,293.00 236,216.00 237,774.00
Noncurrent operating assets 1,076,031.00 1,703,903.00 3,158,219.00 4,874,638.00 7,598,269.00 10,599,220.00 12,939,063.00 17,017,773.00
Provision for periodic maintenance 34,779.00 81,734.00 101,042.00 114,090.00 70,336.00 94,961.00 81,865.00 175,306.00
Invested Capital 868,052.92 1,464,974.00 2,507,154.04 4,572,812.26 6,920,805.80 9,619,144.34 11,895,644.82 15,095,516.84

NAS Reformulated Balance Sheet
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Appendix 5: NAS Reformulated Balance Sheet (Funds Invested) 

  

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Excess cash 222,019.08 172,882.00 416,885.96 483,007.74 1,262,291.20 1,006,462.66 894,302.18 1,473,714.16
Financial assets available for sale 0.00 0.00 225,762.00 5,628.00 7,236.00 2,689.00 2,689.00 12,861.00
Investment in associate 0.00 0.00 53,516.00 44,743.00 47,943.00 62,272.00 82,091.00 116,050.00
Hedged item 0.00 0.00 146,253.00 0.00 0.00 0.00 0.00 0.00
Derivative financial instruments 2,563.00 298.00 7,771.00 18,360.00 23,688.00 43,395.00 242,790.00 0.00
Tax loss carry forwards 63,475.00 60,678.00 8,263.00 63,494.00 170.00 103.00 221,901.00 23,057.00
Total non-operating assets 288,057.08 233,858.00 858,450.96 615,232.74 1,341,328.20 1,114,921.66 1,443,773.18 1,625,682.16
Invested Capital 868,052.92 1,464,974.00 2,507,154.04 4,572,812.26 6,920,805.80 9,619,144.34 11,895,644.82 15,095,516.84
Total funds invested 1,156,110.00 1,698,832.00 3,365,605.00 5,188,045.00 8,262,134.00 10,734,066.00 13,339,418.00 16,721,199.00

Short term part of borrowings 0.00 0.00 0.00 257,456.00 675,303.00 520,972.00 1,551,918.00 1,349,359.00
Borrowings 0.00 0.00 297,697.00 440,873.00 878,878.00 1,943,903.00 2,682,888.00 4,166,854.00
Total borrowings 0.00 0.00 297,697.00 698,329.00 1,554,181.00 2,464,875.00 4,234,806.00 5,516,213.00
Financial lease liability 0.00 0.00 0.00 0.00 28,829.00 20,007.00 15,485.00 10,853.00
Capitalized operational lease 1,007,256.00 1,442,216.00 2,371,200.00 3,412,776.00 4,960,912.00 6,227,288.00 6,637,336.00 8,263,320.00
Pension obligation 30,487.00 30,794.00 33,310.00 61,815.00 97,558.00 121,672.00 151,187.00 0.00
Derivative financial instruments 0.00 1,014.00 188,708.00 104,325.00 1,227.00 15,003.00 539.00 190,356.00
Interest bearing debt and debt equivalents 1,037,743.00 1,474,024.00 2,890,915.00 4,277,245.00 6,642,707.00 8,848,845.00 11,039,353.00 13,980,742.00

Share capital 1,837.00 1,967.00 2,087.00 3,236.00 3,421.00 3,457.00 3,488.00 3,516.00
Share premium 0.00 271,934.00 408,277.00 789,130.00 1,041,894.00 1,055,083.00 1,075,463.00 1,093,549.00
Other paid-in equity 157,523.00 1,709.00 32,753.00 38,984.00 47,421.00 54,521.00 63,365.00 63,365.00
Other reserves -28.00 0.00 0.00 -7,633.00 -11,032.00 -7,944.00 -9,638.00 -9,335.00
Retained earnings -17,746.00 -14,883.00 65,156.00 73,650.00 519,902.00 690,785.00 812,910.00 1,269,556.00
Deferred operating taxes -14,121.00 -27,013.00 -33,925.00 -24,763.00 -45,240.00 42,703.00 192,057.00 249,276.00
Deferred non-operating taxes -9,098.00 -8,904.00 342.00 38,192.00 63,060.00 46,613.00 162,421.00 70,529.00
Equity and equity equivalents 118,367.00 224,810.00 474,690.00 910,796.00 1,619,426.00 1,885,218.00 2,300,066.00 2,740,456.00

Total funds invested 1,156,110.00 1,698,834.00 3,365,605.00 5,188,041.00 8,262,133.00 10,734,063.00 13,339,419.00 16,721,198.00

NAS Reformulated Balance Sheet
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Appendix 6: NAS Original Balance Sheet (Total Assets) 

 

 

  

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Intangible assets 31,955.00 33,243.00 232,407.00 198,074.00 190,543.00 210,293.00 236,216.00 237,774.00
Deferred tax assets 86,694.00 96,597.00 61,317.00 59,759.00 157.00 270.00 2,069.00 4,293.00
Aircraft, parts and insallations on leased aircraft 18,253.00 214,419.00 209,820.00 523,676.00 974,892.00 2,092,136.00 3,869,159.00 5,579,757.00
Equipment and fixtures 18,567.00 14,025.00 24,313.00 31,014.00 30,905.00 26,175.00 31,991.00 58,476.00
Buildings 0.00 0.00 3,933.00 3,933.00 3,933.00 9,525.00 9,525.00 9,525.00
Financial lease asset 0.00 0.00 0.00 0.00 26,092.00 31,203.00 27,882.00 24,562.00
Financial assets available for sale 0.00 0.00 10,004.00 5,628.00 7,236.00 2,689.00 2,689.00 2,689.00
Investment in associate 0.00 0.00 53,516.00 44,743.00 47,943.00 62,272.00 82,091.00 116,050.00
Prepayment to Aircraft manufacturers 0.00 0.00 316,546.00 705,165.00 1,410,992.00 2,002,600.00 2,126,954.00 2,844,359.00
Hedged item 0.00 0.00 128,031.00 0.00 0.00 0.00 0.00 0.00
Other receivables 19,388.00 8,819.00 28,507.00 32,404.00 26,391.00 53,242.00 113,061.00 135,562.00
Total non-current assets 174,857.00 367,103.00 1,068,394.00 1,604,396.00 2,719,084.00 4,490,405.00 6,501,637.00 9,013,047.00

Inventory 36,764.00 19,341.00 28,000.00 34,214.00 40,825.00 66,191.00 81,994.00 68,385.00
Trade and other receivables 200,174.00 443,492.00 491,543.00 914,379.00 829,893.00 842,143.00 1,072,497.00 1,096,558.00
Financial asset available for sale 0.00 0.00 215,758.00 0.00 0.00 0.00 0.00 10,172.00
Derivative financial instruments 2,563.00 298.00 7,771.00 18,360.00 23,688.00 43,395.00 242,790.00 0.00
Hedged item 0.00 0.00 18,222.00 0.00 0.00 0.00 0.00 0.00
Cash and cash equivalents 261,464.00 231,710.00 501,410.00 607,536.00 1,408,475.00 1,178,416.00 1,104,946.00 1,730,895.00
Total current assets 500,965.00 694,841.00 1,262,704.00 1,574,489.00 2,302,881.00 2,130,145.00 2,502,227.00 2,906,010.00
Total Assets 675,822.00 1,061,944.00 2,331,098.00 3,178,885.00 5,021,965.00 6,620,550.00 9,003,864.00 11,919,057.00
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Appendix 7: NAS Original Balance Sheet (Equity & Liabilities) 

  

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Share capital 1,837.00 1,967.00 2,087.00 3,236.00 3,421.00 3,457.00 3,488.00 3,516.00
Share premium 0.00 271,934.00 408,277.00 789,130.00 1,041,894.00 1,055,083.00 1,075,463.00 1,093,549.00
Other paid-in equity 157,523.00 1,709.00 32,753.00 38,984.00 47,421.00 54,521.00 63,365.00 63,365.00
Other reserves -28.00 0.00 0.00 -7,633.00 -11,032.00 -7,944.00 -9,638.00 -9,335.00
Retained earnings -17,746.00 -14,883.00 65,156.00 73,650.00 519,902.00 690,785.00 812,910.00 1,269,556.00
Total equity 141,586.00 260,727.00 508,273.00 897,367.00 1,601,606.00 1,795,902.00 1,945,588.00 2,420,651.00

Pension obligation 30,487.00 30,794.00 33,310.00 61,815.00 97,558.00 121,672.00 151,187.00 0.00
Provision for periodic maintenance 34,779.00 81,734.00 101,042.00 114,090.00 70,336.00 94,961.00 81,865.00 175,306.00
Deferred tax 0.00 0.00 19,470.00 9,695.00 17,806.00 89,483.00 134,646.00 301,042.00
Derivative financial instruments 0.00 0.00 154,333.00 0.00 0.00 0.00 0.00 0.00
Borrowings 0.00 0.00 297,697.00 440,873.00 878,878.00 1,943,903.00 2,682,888.00 4,166,854.00
Financial lease liability 0.00 0.00 0.00 0.00 28,829.00 20,007.00 15,485.00 10,853.00
Total non-current liabilities 65,266.00 112,528.00 605,852.00 626,473.00 1,093,407.00 2,270,026.00 3,066,071.00 4,654,055.00

Short term part of borrowings 0.00 0.00 0.00 257,456.00 675,303.00 520,972.00 1,551,918.00 1,349,359.00
Trade and other payables 250,277.00 395,850.00 644,837.00 694,832.00 746,549.00 1,063,436.00 1,230,935.00 1,564,955.00
Air traffic settlement liabilities 218,693.00 291,795.00 536,548.00 598,162.00 792,713.00 954,232.00 1,208,326.00 1,739,681.00
Derivative financial instrument 0.00 1,014.00 34,375.00 104,325.00 1,227.00 15,003.00 539.00 190,356.00
Public duties payable 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Tax payable 0.00 30.00 1,212.00 267.00 111,158.00 976.00 488.00 0.00
Total short term liabilities 468,970.00 688,689.00 1,216,972.00 1,655,042.00 2,326,950.00 2,554,619.00 3,992,206.00 4,844,351.00
Total liabilities 534,236.00 801,217.00 1,822,824.00 2,281,515.00 3,420,357.00 4,824,645.00 7,058,277.00 9,498,406.00
Total Equity and Liabilities 675,822.00 1,061,944.00 2,331,097.00 3,178,882.00 5,021,963.00 6,620,547.00 9,003,865.00 11,919,057.00
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Appendix 8: SAS Reformulated Income Statement 

 

 

  

mSEK 2005 2006 2007 2008 2009 2010 2011 2012
Revenues 61,887.00 50,152.00 50,598.00 52,870.00 44,918.00 41,070.00 41,412.00 35,986.00 

Payroll expenses 20,467.00 16,229.00 16,897.00 17,632.00 17,998.00 13,894.00 13,092.00 11,584.00 
Jet fuel 10,492.00 7,953.00    7,554.00    9,637.00    7,685.00    6,601.00    7,769.00    8,035.00    
Other operating expenses 24,811.00 20,871.00 21,128.00 22,322.00 18,227.00 18,514.00 15,972.00 14,070.00 
Total operating costs 55,770.00 45,053.00 45,579.00 49,591.00 43,910.00 39,009.00 36,833.00 33,689.00 
Share of income in affiliated companies 134.00       59.00          32.00          -147.00      -258.00      12.00          28.00          32.00          
EBITDA 6,251.00    5,158.00    5,051.00    3,132.00    750.00       2,073.00    4,607.00    2,329.00    
Depreciation 2,252.00    1,674.00    1,416.00    1,523.00    1,803.00    1,837.00    2,367.00    1,388.00    
Lease Depreciation 553.91       438.64       414.07       403.46       410.00       320.89       275.81       237.27       
Amortization 160.00       83.00          41.00          27.00          42.00          48.00          46.00          38.00          
EBIT 3,285.09    2,962.36    3,179.93    1,178.54    -1,505.00  -132.89      1,918.19    665.73       

Operational tax 919.82       829.46       890.38       329.99       -395.81      -34.95        504.48       175.09       
Operational cash tax 864.82       1,172.46    1,058.38    448.99       -345.81      172.05       190.48       100.09       
NOPLAT 2,420.26    1,789.90    2,121.55    729.55       -1,159.18  -304.94      1,727.71    565.65       

Reconciliation with net earnings:
Income from the sale of shares in subsidiaries -480.00 0.00 0.00 0.00 -429.00 73.00 0.00 -400.00
Income from the sale of aircraft and buildings -187.00 -85.00 -41.00 -4.00 97.00 239.00 -12.00 247.00
Total transitory and nonoperating costs (income) -667.00 -85.00 -41.00 -4.00 -332.00 312.00 -12.00 -153.00
After tax -480.24 -61.20 -29.52 -2.88 -244.68 229.94 -8.84 -112.76

Income from discontinued operations after tax 0.00 3,426.48 -82.80 -3,705.12 -241.00 0.00 0.00 0.00

Net financial expense (income) 955.00 828.00 249.00 273.00 341.00 1,130.00 2,275.00 959.00
Lease interest expense 2,579.09 2,042.36 1,927.93 1,878.54 1,909.00 1,494.11 1,284.19 1,104.73
Total financials 3,534.09 2,870.36 2,176.93 2,151.54 2,250.00 2,624.11 3,559.19 2,063.73
financials after tax 2,544.54 2,066.66 1,567.39 1,549.11 1,658.25 1,933.97 2,623.12 1,520.97

Adjustment for operating deferred taxes 55.00 -343.00 -168.00 -119.00 -50.00 -207.00 314.00 75.00
Adjustment for nonoperating taxes 46.00 -1,186.00 33.00 1,957.00 183.00 -44.00 486.00 67.00

Net earnings 254.96       4,739.92    635.88       -6,359.80  -2,946.75  -2,217.85  -1,686.57  -984.57      
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Appendix 9: SAS Original Income Statement 

 

 

  

mSEK 2005 2006 2007 2008 2009 2010 2011 2012
Revenue 61,887.00 50,152.00 50,598.00 52,870.00 44,918.00 41,070.00 41,412.00 35,986.00
Payroll expenses -20,467.00 -16,229.00 -16,897.00 -17,632.00 -17,998.00 -13,894.00 -13,092.00 -11,584.00
Other operating expenses -35,303.00 -28,824.00 -28,682.00 -31,959.00 -25,912.00 -25,115.00 -23,741.00 -22,105.00
Leasing costs for aircraft -3,133.00 -2,481.00 -2,342.00 -2,282.00 -2,319.00 -1,815.00 -1,560.00 -1,342.00
Depreciation -2,252.00 -1,674.00 -1,416.00 -1,523.00 -1,803.00 -1,837.00 -2,367.00 -1,388.00
Amortization -160.00 -83.00 -41.00 -27.00 -42.00 -48.00 -46.00 -38.00
Share of income in affiliated companies 134.00 59.00 32.00 -147.00 -258.00 12.00 28.00 32.00
Income from the sale of shares in subsidiaries 480.00 0.00 0.00 0.00 429.00 -73.00 0.00 400.00
Income from the sale of aircraft and buildings 187.00 85.00 41.00 4.00 -97.00 -239.00 12.00 -247.00
Operating icome 1,373.00 1,005.00 1,293.00 -696.00 -3,082.00 -1,939.00 646.00 -286.00

Income from other holdings of security 50.00 -46.00 5.00 0.00 0.00 -263.00 -1,469.00 0.00
Financial income 534.00 585.00 787.00 660.00 304.00 174.00 224.00 96.00
Financial expences -1,539.00 -1,367.00 -1,041.00 -933.00 -645.00 -1,041.00 -1,030.00 -1,055.00

Income before tax 418.00 4,936.00 929.00 -6,115.00 -3,750.00 -3,069.00 -1,629.00 -1,245.00
Tax -163.00 -196.00 -273.00 -245.00 803.00 851.00 -58.00 260.00
Income from discontiniued operations 0.00 0.00 -135.00 -5,395.00 -327.00 0.00 0.00 0.00
Net income for the year 255.00 4,740.00 636.00 -6,360.00 -2,947.00 -2,218.00 -1,687.00 -985.00
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Appendix 10: SAS Reformulated Balance Sheet (Net Operating Assets) 

 

 

  

mSEK 2005 2006 2007 2008 2009 2010 2011 2012
Operating cash 1,237.74 1,003.04 1,011.96 1,057.40 498.00 821.40 828.24 719.72
Expendable spare parts and inventories 1,038.00 993.00 849.00 819.00 758.00 678.00 705.00 687.00
Prepayments to suppliers 27.00 3.00 1.00 1.00 0.00 0.00 0.00 0.00
Accounts receivable 4,568.00 3,918.00 1,951.00 1,851.00 1,581.00 1,277.00 1,275.00 1,311.00
Receivables from affiliated companies 1,620.00 357.00 510.00 479.00 92.00 3.00 6.00 3.00
Other receivables 3,892.00 2,767.00 2,637.00 2,661.00 4,780.00 2,901.00 2,574.00 1,399.00
Prepaid expenses and accrued income 1,748.00 1,134.00 1,070.00 1,009.00 1,058.00 839.00 934.00 873.00
Operating current assets 14,130.74 10,175.04 8,029.96 7,877.40 8,767.00 6,519.40 6,322.24 4,992.72

Prepayments from customers 123.00 181.00 20.00 7.00 13.00 16.00 24.00 0.00
Accounts payable 4,358.00 3,350.00 2,108.00 2,068.00 1,738.00 1,749.00 1,540.00 1,929.00
Tax payable 99.00 43.00 5.00 110.00 27.00 22.00 18.00 32.00
Unearned transportation revenue 3,038.00 3,395.00 3,842.00 3,299.00 3,227.00 3,598.00 3,453.00 4,292.00
Accrued expenses and prepaid income 5,326.00 4,744.00 5,149.00 4,274.00 3,264.00 2,755.00 2,934.00 3,201.00
Liabilities to affiliated companies 183.00 169.00 94.00 0.00 0.00 0.00 0.00 0.00
Other current liabilities 1,916.00 1,845.00 1,580.00 2,460.00 2,110.00 2,070.00 1,160.00 1,033.00
Operating current liabilities 15,043.00 13,727.00 12,798.00 12,218.00 10,379.00 10,210.00 9,129.00 10,487.00

Net working capital -912.26 -3,551.96 -4,768.04 -4,340.60 -1,612.00 -3,690.60 -2,806.76 -5,494.28

Land and Buildings 1,257.00 684.00 568.00 513.00 439.00 375.00 491.00 353.00
Aircraft 14,681.00 11,330.00 10,766.00 11,037.00 13,087.00 12,652.00 11,866.00 11,220.00
Spare Engines and Spare Parts 1,526.00 1,383.00 1,211.00 1,185.00 1,299.00 1,393.00 1,367.00 1,349.00
Workshop and aircraft servicing equipment 210.00 215.00 226.00 220.00 161.00 90.00 76.00 110.00
Other equipment and vehicles 1,213.00 634.00 308.00 318.00 192.00 130.00 123.00 117.00
Investment in progress 148.00 378.00 172.00 232.00 158.00 118.00 66.00 34.00
Prepayments 422.00 317.00 185.00 627.00 238.00 24.00 155.00 160.00
Equity in affiliated companies 1,214.00 1,012.00 1,063.00 622.00 358.00 294.00 317.00 325.00
Long term receivables from affiliated companies 228.00 189.00 170.00 0.00 0.00 0.00 0.00 0.00
Other long-term receivables 1,577.00 1,331.00 577.00 410.00 729.00 2,379.00 1,011.00 1,250.00
Tangible Assets 22,476.00 17,473.00 15,246.00 15,164.00 16,661.00 17,455.00 15,472.00 14,918.00
Capitalized operating lease 25,064.00 19,848.00 18,736.00 18,256.00 18,552.00 14,520.00 12,480.00 10,736.00
Intangible assets 3,862.00 2,932.00 1,226.00 1,092.00 1,296.00 1,414.00 1,693.00 1,922.00
Noncurrent operating assets 51,402.00 40,253.00 35,208.00 34,512.00 36,509.00 33,389.00 29,645.00 27,576.00
Other provisions 970.00 921.00 881.00 916.00 2,983.00 2,800.00 2,101.00 3,153.00
Other liabilities 73.00 178.00 120.00 334.00 378.00 143.00 55.00 130.00
Invested Capital 49,446.74 35,602.04 29,438.96 28,921.40 31,536.00 26,755.40 24,682.24 18,798.72
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Appendix 11: SAS Reformulated Balance Sheet (Funds Invested) 

 

  

mSEK 2005 2006 2007 2008 2009 2010 2011 2012
Excess cash 181.26 682.96 571.04 853.60 0.00 940.60 137.76 1,703.28
Assets available for sale 0.00 0.00 6,198.00 3,921.00 401.00 493.00 0.00 0.00
Short-term investments 7,265.00 9,117.00 7,308.00 3,872.00 3,691.00 3,281.00 2,842.00 366.00
Financial assets 214.00 601.00 5.00 5.00 234.00 23.00 23.00 23.00
Pension funds, net 8,363.00 8,805.00 9,496.00 9,658.00 10,286.00 10,512.00 11,355.00 12,232.00
Total non-operating assets 16,023.26 19,205.96 23,578.04 18,309.60 14,612.00 15,249.60 14,357.76 14,324.28
Invested Capital 49,446.74 35,602.04 29,438.96 28,921.40 31,536.00 26,755.40 24,682.24 18,798.72
Total funds invested 65,470.00 54,808.00 53,017.00 47,231.00 46,148.00 42,005.00 39,040.00 33,123.00

Subordinated loans 771.00 716.00 693.00 953.00 919.00 974.00 1,019.00 978.00
Bond loans 7,355.00 7,135.00 2,079.00 2,212.00 0.00 1,503.00 2,809.00 2,763.00
Other loans 11,039.00 5,685.00 3,936.00 10,535.00 6,809.00 6,866.00 6,179.00 5,260.00
Current portion of long-term loans 3,183.00 841.00 1,615.00 872.00 5,742.00 1,383.00 2,309.00 1,403.00
Short-term loans 3,828.00 2,043.00 421.00 1,189.00 907.00 1,073.00 997.00 411.00
Pension and other commitment 56.00 57.00 0.00 0.00 0.00 0.00 0.00 0.00
Liabilities attributable to assets held for sale 0.00 0.00 5,323.00 2,465.00 157.00 132.00 0.00 0.00
Capitalized lease 25,064.00 19,848.00 18,736.00 18,256.00 18,552.00 14,520.00 12,480.00 10,736.00
Interest bearing debt and debt equivalents 51,296.00 36,325.00 32,803.00 36,482.00 33,086.00 26,451.00 25,793.00 21,551.00

Share capital 1,645.00 1,645.00 1,645.00 1,645.00 6,168.00 6,612.00 6,612.00 6,612.00
Other contributed capital 658.00 170.00 170.00 170.00 170.00 337.00 337.00 337.00
Reserves 918.00 1,312.00 1,466.00 -718.00 279.00 627.00 309.00 17.00
Retained earnings 8,283.00 13,239.00 13,849.00 7,585.00 4,772.00 6,862.00 5,175.00 4,190.00
Non-controlling interest 577.00 22.00 19.00 0.00 0.00 0.00 0.00 0.00
Net deferred tax liabilities (assets) 2,093.00 2,095.00 3,065.00 2,067.00 1,673.00 1,116.00 814.00 416.00
Equity and equity equivalents 14,174.00 18,483.00 20,214.00 10,749.00 13,062.00 15,554.00 13,247.00 11,572.00

Total funds invested 65,470.00 54,808.00 53,017.00 47,231.00 46,148.00 42,005.00 39,040.00 33,123.00
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Appendix 12: easyJet Reformulated Income Statement 

 

  

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Revenues 1,341.40 1,619.70 1,797.20 2,362.80 2,666.80 2,973.10 3,452.00 3,854.00

Payroll expenses 266.70 304.10 360.20 263.20 306.60 336.00 407.00 432.00
Maintenence etc. 119.20 109.50 98.10 147.70 161.60 176.80 179.00 203.00
Marketing etc. 32.80 38.20 38.00 46.50 47.00 49.80 102.00 104.00
Airport and handling charges 230.10 258.40 305.80 609.40 737.40 804.20 923.00 955.00
Route charges 108.60 121.20 141.80 195.70 232.30 256.00 285.00 280.00
Fuel & Oil 260.20 387.80 425.50 708.70 807.20 733.40 917.00 1,149.00
Other operating expenses 117.30 122.00 129.60 130.30 149.60 214.60 171.00 200.00
Total operating costs 1,134.90 1,341.20 1,499.00 2,101.50 2,441.70 2,570.80 2,984.00 3,323.00
Share of income in affiliated companies 0.10 0.10 0.10 0.00 0.00 0.00 0.00 0.00
EBITDA 206.60 278.60 298.30 261.30 225.10 402.30 468.00 531.00
Depreciation 15.80 27.40 33.30 44.40 55.40 72.50 83.00 97.00
Lease Depreciation 95.69 102.50 71.17 85.64 89.89 89.51 84.32 73.49
EBITA 95.11 148.70 193.83 131.26 79.81 240.29 300.68 360.51
Amortization and impairment of intangibles 0.83 0.80 0.90 2.50 4.40 6.20 7.00 8.00
EBIT 94.28 147.90 192.93 128.76 75.41 234.09 293.68 352.51

Operational tax 24.88 37.97 51.18 34.55 19.81 63.85 78.29 88.13
Operational cash tax 15.28 15.97 46.08 36.95 32.91 49.25 24.29 46.13
NOPLAT 78.99 131.93 146.85 91.81 42.49 184.85 269.38 306.38
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Appendix 13: easyJet Original Income Statement 

 

  

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Scheduled revenues 1,341.40 1,488.40 1,626.00 1,995.70 2,150.50 2,401.70 3,389.00 3,794.00
Ancilliary revenues 0.00 131.30 171.20 367.10 516.30 571.40 63.00 60.00
Revenue 1,341.40 1,619.70 1,797.20 2,362.80 2,666.80 2,973.10 3,452.00 3,854.00
Payroll expenses -266.70 -304.10 -360.20 -263.20 -306.60 -336.00 -407.00 -432.00
Other operating expenses -117.30 -122.00 -129.60 -130.30 -149.60 -214.60 -171.00 -200.00
Maintenence etc. -119.20 -109.50 -98.10 -147.70 -161.60 -176.80 -179.00 -203.00
Marketing etc. -32.80 -38.20 -38.00 -46.50 -47.00 -49.80 -102.00 -104.00
Airport and handling charges -230.10 -258.40 -305.80 -609.40 -737.40 -804.20 -923.00 -955.00
Route charges -108.60 -121.20 -141.80 -195.70 -232.30 -256.00 -285.00 -280.00
Fuel & Oil -260.20 -387.80 -425.50 -708.70 -807.20 -733.40 -917.00 -1,149.00
Leasing costs for aircraft -123.70 -132.50 -92.00 -110.70 -116.20 -115.70 -109.00 -95.00
Volcano ash disruption 0.00 0.00 0.00 0.00 0.00 -27.30 0.00 0.00
Depreciation -15.80 -27.40 -33.30 -44.40 -55.40 -72.50 -83.00 -97.00
Amortization -0.83 -0.80 -0.90 -2.50 -4.40 -6.20 -7.00 -8.00
Share of income in affiliated companies 0.10 0.10 0.10 0.00 0.00 0.00 0.00 0.00
GB Airways integration cost 0.00 0.00 0.00 -12.90 0.00 0.00 0.00 0.00
Income from the sale of aircraft and buildings 0.00 0.00 0.00 0.00 11.00 -7.00 0.00 0.00
Operating icome 66.27 117.90 172.10 90.80 60.10 173.60 269.00 331.00

Financial income 27.20 35.40 54.60 53.20 22.50 7.10 9.00 11.00
Financial expences -10.90 -24.10 -35.40 -34.00 -27.90 -26.70 -30.00 -25.00
Foreign exchange gain/losses 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Loss on impairment of available for sale financial asset 0.00 0.00 10.60 0.00 0.00 0.00 0.00 0.00

Income before tax 82.57 129.20 201.90 110.00 54.70 154.00 248.00 317.00
Tax -23.60 -35.10 -49.60 -27.00 16.50 -32.70 -23.00 -62.00
Net income for the year 58.97 94.10 152.30 83.00 71.20 121.30 225.00 255.00
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Appendix 14: easyJet Reformulated Balance Sheet (Net Operating 

Assets) 

 

  

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Operating cash 26.83 32.39 35.94 47.26 53.34 59.46 69.04 77.08
Trade and other receivables 210.70 213.30 223.60 236.90 241.80 194.10 165.00 241.00
Operating current assets 237.53 245.69 259.54 284.16 295.14 253.56 234.04 318.08

Trade and other payables 342.90 414.10 461.70 653.00 750.70 828.70 916.00 1,021.00
Current tax liabilities 38.90 46.80 89.70 75.10 57.70 27.50 9.00 29.00
Operating current liabilities 381.80 460.90 551.40 728.10 808.40 856.20 925.00 1,050.00

Net working capital -144.27 -215.21 -291.86 -443.94 -513.26 -602.64 -690.96 -731.92

Property, plant & equipment 398.60 695.70 935.80 1,102.60 1,612.20 1,928.10 2,149.00 2,395.00
Investments in associates 0.20 0.30 0.30 0.00 0.00 0.00 0.00 0.00
Tangible Assets 398.80 696.00 936.10 1,102.60 1,612.20 1,928.10 2,149.00 2,395.00
Capitalized operating lease 989.60 1,060.00 736.00 885.60 929.60 925.60 872.00 760.00
Intangible assets 311.00 310.70 311.40 440.40 447.10 452.20 451.00 456.00
Noncurrent operating assets 1,699.40 2,066.70 1,983.50 2,428.60 2,988.90 3,305.90 3,472.00 3,611.00
Maintenance provisions 70.00 73.20 138.80 209.40 213.70 215.50 222.00 200.00
Invested Capital 1,485.13 1,778.29 1,552.84 1,775.26 2,261.94 2,487.76 2,559.04 2,679.08
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Appendix 15: easyJet Reformulated Balance Sheet (Funds Invested) 

 

  

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Excess cash 668.67 866.61 731.96 651.14 807.56 908.04 1,153.96 726.92
Assets available for sale 7.10 0.00 0.00 195.80 73.20 73.20 0.00 0.00
Derivative financial instruments (current) 0.00 1.40 14.40 117.80 75.80 60.80 107.00 94.00
Money market deposits 0.00 0.00 193.40 230.30 286.30 260.00 300.00 238.00
Loan notes 0.00 0.00 11.10 12.00 12.60 13.10 11.00 10.00
Other non-current assets 6.70 2.90 58.10 61.10 62.70 53.50 63.00 57.00
Total non-operating assets 682.47 870.91 1,008.96 1,268.14 1,318.16 1,368.64 1,634.96 1,125.92
Total funds invested 2,167.60 2,649.20 2,561.80 3,043.40 3,580.10 3,856.40 4,194.00 3,805.00

Short term part of borrowings 16.30 32.80 40.50 56.70 117.60 127.40 155.00 129.00
Borrowings 201.00 446.90 478.60 570.20 1,003.00 1,084.60 1,145.00 828.00
Capitalized operational lease 989.60 1,060.00 736.00 885.60 929.60 925.60 872.00 760.00
Derivative financial instruments 0.00 20.10 32.90 76.30 93.70 13.60 79.00 50.00
Interest bearing debt and debt equivalents 1,206.90 1,559.80 1,288.00 1,588.80 2,143.90 2,151.20 2,251.00 1,767.00

Share capital 100.10 102.60 104.80 105.70 106.00 107.30 108.00 108.00
Share premium 557.20 591.40 633.90 640.20 642.50 651.60 654.00 656.00
Hedging reserve 0.00 0.00 -13.70 27.60 -23.90 34.80 14.00 42.00
Translation reserve 0.00 0.00 0.00 0.10 -0.40 0.80 1.00 1.00
Retained earnings 206.00 298.40 427.40 504.60 583.10 706.20 928.00 987.00
Other reserves 0.10 -9.50 0.00 0.00 0.00 0.00 0.00 0.00
Non-current deferred income 75.10 74.80 86.80 68.80 52.60 56.60 59.00 46.00
Net deferred tax liabilities (assets) 22.20 31.70 34.60 107.60 76.30 147.90 179.00 198.00
Equity and equity equivalents 960.70 1,089.40 1,273.80 1,454.60 1,436.20 1,705.20 1,943.00 2,038.00

Total funds invested 2,167.60 2,649.20 2,561.80 3,043.40 3,580.10 3,856.40 4,194.00 3,805.00
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Appendix 16: easyJet Original Balance Sheet (Total Assets) 

 

  

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Goodwill 309.60 309.60 309.60 359.80 365.40 365.40 365.00 365.00
Other intangible assets 1.40 1.10 1.80 80.60 81.70 86.80 86.00 91.00
Property, plant & equipment 398.60 695.70 935.80 1,102.60 1,612.20 1,928.10 2,149.00 2,395.00
Derivative financial instruments 0.00 0.40 0.00 21.30 7.80 8.20 24.00 21.00
Loan notes 0.00 0.00 11.10 12.00 12.60 13.10 11.00 10.00
Restricted cash 22.40 26.10 32.90 42.90 48.00 32.50 33.00 29.00
Other non-current assets 6.70 2.90 58.10 61.10 62.70 53.50 63.00 57.00
Investments in associates 0.20 0.30 0.30 0.00 0.00 0.00 0.00 0.00
Deferred tax assets 0.00 0.30 0.40 0.50 0.40 0.00 0.00 0.00
Total non-current assets 738.90 1,036.40 1,350.00 1,680.80 2,190.80 2,487.60 2,731.00 2,968.00

Assets held for sale 7.10 0.00 0.00 195.80 73.20 73.20 0.00 0.00
Trade and other receivables 210.70 213.30 223.60 236.90 241.80 194.10 165.00 241.00
Derivative financial instruments 0.00 1.00 14.40 96.50 68.00 52.60 83.00 73.00
Restricted cash 6.10 12.20 15.90 23.30 24.30 23.10 90.00 130.00
Money market deposits 0.00 0.00 193.40 230.30 286.30 260.00 300.00 238.00
Cash and cash equivalents 667.00 860.70 719.10 632.20 788.60 911.90 1,100.00 645.00
Total current assets 890.90 1,087.20 1,166.40 1,415.00 1,482.20 1,514.90 1,738.00 1,327.00
Total Assets 1,629.80 2,123.60 2,516.40 3,095.80 3,673.00 4,002.50 4,469.00 4,295.00
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Appendix 17: easyJet Original Balance Sheet (Equity & Liabilities) 

 

  

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Share capital 100.10 102.60 104.80 105.70 106.00 107.30 108.00 108.00
Share premium 557.20 591.40 633.90 640.20 642.50 651.60 654.00 656.00
Hedging reserve 0.00 0.00 -13.70 27.60 -23.90 34.80 14.00 42.00
Translation reserve 0.00 0.00 0.00 0.10 -0.40 0.80 1.00 1.00
Retained earnings 206.00 298.40 427.40 504.60 583.10 706.20 928.00 987.00
Other reserves 0.10 -9.50 0.00 0.00 0.00 0.00 0.00 0.00
Total shareholders' equity 863.40 982.90 1,152.40 1,278.20 1,307.30 1,500.70 1,705.00 1,794.00

Trade and other payables 342.90 414.10 461.70 653.00 750.70 828.70 916.00 1,021.00
Borrowings 16.30 32.80 40.50 56.70 117.60 127.40 155.00 129.00
Derivative financial instruments 0.00 15.30 26.60 76.00 91.10 9.60 52.00 26.00
Current tax liabilities 38.90 46.80 89.70 75.10 57.70 27.50 9.00 29.00
Maintenance provisions 16.40 0.00 2.80 49.00 45.10 71.40 45.00 59.00
Total current liabilities 414.50 509.00 621.30 909.80 1,062.20 1,064.60 1,177.00 1,264.00

Borrowings 201.00 446.90 478.60 570.20 1,003.00 1,084.60 1,145.00 828.00
Derivative financial instruments 0.00 4.80 6.30 0.30 2.60 4.00 27.00 24.00
Non-current deferred income 75.10 74.80 86.80 68.80 52.60 56.60 59.00 46.00
Maintenance provisions 53.60 73.20 136.00 160.40 168.60 144.10 177.00 141.00
Deferred tax liabilities 22.20 32.00 35.00 108.10 76.70 147.90 179.00 198.00
Total non-current liabilities 351.90 631.70 742.70 907.80 1,303.50 1,437.20 1,587.00 1,237.00
Total liabilities & shareholders' equity 1,629.80 2,123.60 2,516.40 3,095.80 3,673.00 4,002.50 4,469.00 4,295.00
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Appendix 18: Ryanair Reformulated Income Statement 

 

  

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Revenues 1,319,037.00 1,692,530.00 2,236,895.00 2,713,822.00 2,941,965.00 2,988,100.00 3,629,500.00 4,390,200.00

Payroll expenses 141,673.00 171,412.00 226,580.00 285,343.00 309,296.00 335,000.00 376,100.00 415,000.00
Maintenence etc. 26,280.00 37,417.00 42,046.00 56,709.00 66,811.00 86,000.00 93,900.00 104,000.00
Marketing etc. 19,622.00 13,912.00 23,795.00 17,168.00 12,753.00 0.00 0.00 0.00
Airport and handling charges 178,384.00 216,301.00 273,613.00 396,326.00 443,387.00 459,100.00 491,800.00 554,000.00
Route charges 135,672.00 164,577.00 199,240.00 259,280.00 286,559.00 336,300.00 410,600.00 460,500.00
Fuel & Oil 265,276.00 462,466.00 693,331.00 791,327.00 1,257,062.00 893,900.00 1,227,000.00 1,593,600.00
Other operating expenses 79,489.00 79,618.00 104,859.00 121,970.00 139,140.00 144,800.00 154,600.00 180,000.00
Total operating costs 846,396.00 1,145,703.00 1,563,464.00 1,928,123.00 2,515,008.00 2,255,100.00 2,754,000.00 3,307,100.00
EBITDA 472,641.00 546,827.00 673,431.00 785,699.00 426,957.00 733,000.00 875,500.00 1,083,100.00
Depreciation 110,357.00 124,405.00 143,503.00 175,949.00 256,117.00 235,400.00 277,700.00 309,200.00
Lease Depreciation 13,617.07 29,941.63 36,771.66 45,927.44 49,428.09 60,356.00 61,430.40 57,322.40
EBIT 348,666.93 392,480.37 493,156.34 563,822.56 121,411.91 437,244.00 536,369.60 716,577.60

Operational tax 33,379.90 37,537.85 52,623.80 55,115.38 -6,842.93 51,245.50 64,099.90 83,875.20
Operational cash tax 33,379.90 37.85 50,423.80 31,415.38 -29,342.93 20,845.50 20,399.90 42,475.20
NOPLAT 315,287.03 392,442.51 442,732.54 532,407.19 150,754.84 416,398.50 515,969.70 674,102.40
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Appendix 19: Ryanair Original Income Statement 

 

  

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Scheduled revenues 1,128,116.00 1,433,377.00 1,874,791.00 2,225,692.00 2,343,868.00 2,324,500.00 2,827,900.00 3,504,000.00
Ancilliary revenues 190,921.00 259,153.00 362,104.00 488,130.00 598,097.00 663,600.00 801,600.00 886,200.00
Revenue 1,319,037.00 1,692,530.00 2,236,895.00 2,713,822.00 2,941,965.00 2,988,100.00 3,629,500.00 4,390,200.00
Payroll expenses -141,673.00 -171,412.00 -226,580.00 -285,343.00 -309,296.00 -335,000.00 -376,100.00 -415,000.00
Other operating expenses -79,489.00 -79,618.00 -104,859.00 -121,970.00 -139,140.00 -144,800.00 -154,600.00 -180,000.00
Maintenence etc. -26,280.00 -37,417.00 -42,046.00 -56,709.00 -66,811.00 -86,000.00 -93,900.00 -104,000.00
Marketing etc. -19,622.00 -13,912.00 -23,795.00 -17,168.00 -12,753.00 0.00 0.00 0.00
Airport and handling charges -178,384.00 -216,301.00 -273,613.00 -396,326.00 -443,387.00 -459,100.00 -491,800.00 -554,000.00
Route charges -135,672.00 -164,577.00 -199,240.00 -259,280.00 -286,559.00 -336,300.00 -410,600.00 -460,500.00
Fuel & Oil -265,276.00 -462,466.00 -693,331.00 -791,327.00 -1,257,062.00 -893,900.00 -1,227,000.00 -1,593,600.00
Leasing costs for aircraft -21,546.00 -47,376.00 -58,183.00 -72,670.00 -78,209.00 -95,500.00 -97,200.00 -90,700.00
Depreciation -110,357.00 -124,405.00 -143,503.00 -175,949.00 -256,117.00 -235,400.00 -277,700.00 -309,200.00
Volcanic ash related cost 0.00 0.00 0.00 0.00 0.00 0.00 -12,400.00 0.00
Operating icome 340,738.00 375,046.00 471,745.00 537,080.00 92,631.00 402,100.00 488,200.00 683,200.00

Financial income 28,342.00 38,219.00 62,983.00 83,957.00 75,522.00 23,500.00 27,200.00 44,300.00
Financial expences -57,629.00 -73,958.00 -82,876.00 -97,088.00 -130,544.00 -72,100.00 -93,900.00 -109,200.00
Foreign exchange gain/losses -2,302.00 -1,234.00 -906.00 -5,606.00 4,441.00 -1,000.00 -600.00 4,300.00
Loss on impairment of available for sale financial asset 0.00 0.00 0.00 -91,569.00 -222,537.00 -13,500.00 0.00 0.00
Gain/(loss) on disposal of PP&E 47.00 815.00 91.00 12,153.00 0.00 2,000.00 0.00 10,400.00

Income before tax 309,196.00 338,888.00 451,037.00 438,927.00 -180,487.00 341,000.00 420,900.00 633,000.00
Tax -21,999.00 -25,152.00 -21,869.00 -29,153.00 -32,176.00 -15,437.00 -48,219.00 11,314.00
Net income for the year 150,375.00 239,398.00 206,611.00 280,043.00 306,712.00 435,600.00 390,708.00 -169,173.00
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Appendix 20: Ryanair Reformulated Balance Sheet (Net Operating 

Assets) 

 

  

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Operating cash 26,380.74 33,850.60 44,737.90 54,276.44 58,839.30 59,762.00 72,590.00 87,804.00
Inventory 28,069.00 3,422.00 2,420.00 1,997.00 2,075.00 2,500.00 2,700.00 2,800.00
Trade receivables 20,644.00 29,909.00 23,412.00 34,178.00 41,791.00 44,300.00 50,600.00 51,500.00
Other assets 24,612.00 29,453.00 77,707.00 169,580.00 91,053.00 80,600.00 99,400.00 64,900.00
Current tax 0.00 0.00 0.00 1,585.00 0.00 0.00 500.00 9,300.00
Operating current assets 99,705.74 96,634.60 148,276.90 261,616.44 193,758.30 187,162.00 225,790.00 216,304.00

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Trade payables 92,118.00 79,283.00 54,801.00 129,289.00 132,671.00 154,000.00 150,800.00 181,200.00
Other liabilities 190,248.00 220,972.00 401,198.00 514,344.00 458,199.00 542,600.00 458,400.00 555,800.00
Current tax liabilities 0.00 15,247.00 20,822.00 0.00 425.00 900.00 0.00 0.00
Operating current liabilities 282,366.00 315,502.00 476,821.00 643,633.00 591,295.00 697,500.00 609,200.00 737,000.00

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Net working capital -182,660.26 -218,867.40 -328,544.10 -382,016.56 -397,536.70 -510,338.00 -383,410.00 -520,696.00

Property, plant & equipment 2,092,283.00 2,532,988.00 2,884,053.00 3,582,126.00 3,644,824.00 4,314,200.00 4,933,700.00 4,925,200.00
Capitalized operating lease 172,368.00 379,008.00 465,464.00 581,360.00 625,672.00 764,000.00 777,600.00 725,600.00
Intangible assets 30,449.00 46,841.00 46,841.00 46,841.00 46,841.00 46,800.00 46,800.00 46,800.00
Noncurrent operating assets 2,295,100.00 2,958,837.00 3,396,358.00 4,210,327.00 4,317,337.00 5,125,000.00 5,758,100.00 5,697,600.00
Maintenance provisions 112,745.00 16,722.00 28,719.00 44,810.00 71,964.00 102,900.00 89,600.00 103,200.00
Invested capital 1,999,694.74 2,723,247.60 3,039,094.90 3,783,500.44 3,847,836.30 4,511,762.00 5,285,090.00 5,073,704.00
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Appendix 21: Ryanair Reformulated Balance Sheet (Funds Invested) 

 

  

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Excess cash 1,587,262.26 1,609,193.40 1,560,489.10 1,709,003.56 1,815,955.70 1,485,938.00 1,998,610.00 2,655,596.00 
Financial assets available for sale -                    -                    406,075.00     311,462.00     93,150.00       116,200.00     114,000.00     149,700.00     
Derivative financial instruments -                    19,635.00       52,736.00       10,228.00       189,932.00     145,400.00     407,700.00     235,200.00     
Financial assets -                    328,927.00     592,774.00     406,274.00     403,401.00     1,267,700.00 869,400.00     772,200.00     
Total non-operating assets 1,587,262.26 1,957,755.40 2,612,074.10 2,436,967.56 2,502,438.70 3,015,238.00 3,389,710.00 3,812,696.00 
Invested capital 1,999,694.74 2,723,247.60 3,039,094.90 3,783,500.44 3,847,836.30 4,511,762.00 5,285,090.00 5,073,704.00
Total funds invested 3,586,957.00 4,681,003.00 5,651,169.00 6,220,468.00 6,350,275.00 7,527,000.00 8,674,800.00 8,886,400.00 

Short term part of borrowings 128,935.00     153,311.00     178,918.00     366,801.00     202,941.00     265,500.00     336,700.00     368,400.00     
Borrowings 1,293,860.00 1,524,417.00 1,683,148.00 1,899,694.00 2,195,499.00 2,690,700.00 3,312,700.00 3,256,800.00 
Capitalized operational lease 172,368.00     379,008.00     465,464.00     581,360.00     625,672.00     764,000.00     777,600.00     725,600.00     
Derivative financial instruments -                    109,314.00     114,719.00     217,396.00     191,513.00     76,400.00       133,700.00     81,800.00       
Interest bearing debt and debt equivalents 1,595,163.00 2,166,050.00 2,442,249.00 3,065,251.00 3,215,625.00 3,796,600.00 4,560,700.00 4,432,600.00 

Issued share capital 9,675.00          9,790.00          9,822.00          9,465.00          9,354.00          9,400.00          9,500.00          9,300.00          
Share premium account 565,756.00     596,231.00     607,433.00     615,815.00     617,426.00     631,900.00     659,300.00     666,400.00     
Capital redemtion reserve -                    -                    -                    378.00             493.00             500.00             500.00             700.00             
Retained earnings 1,151,980.00 1,467,623.00 1,905,211.00 2,000,422.00 1,777,727.00 2,083,500.00 1,967,600.00 2,400,100.00 
Other reserves -                    -81,659.00      17,307.00       -123,886.00   20,061.00       123,300.00     317,000.00     230,200.00     
Non-current deferred income 264,383.00     395,708.00     518,115.00     504,935.00     554,065.00     682,200.00     892,500.00     827,700.00     
Net deferred tax liabilities (assets) -                    127,260.00     151,032.00     148,088.00     155,524.00     199,600.00     267,700.00     319,400.00     
Equity and equity equivalents 1,991,794.00 2,514,953.00 3,208,920.00 3,155,217.00 3,134,650.00 3,730,400.00 4,114,100.00 4,453,800.00 

Total funds invested 3,586,957.00 4,681,003.00 5,651,169.00 6,220,468.00 6,350,275.00 7,527,000.00 8,674,800.00 8,886,400.00 
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Appendix 22: Ryanair Original Balance Sheet (Total Assets) 

 

  

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Property, plant & equipment 2,092,283.00 2,532,988.00 2,884,053.00 3,582,126.00 3,644,824.00 4,314,200.00 4,933,700.00 4,925,200.00 
Intangible assets 30,449.00       46,841.00       46,841.00       46,841.00       46,841.00       46,800.00       46,800.00       46,800.00       
Available for sale fin. Assets -                    -                    406,075.00     311,462.00     93,150.00       116,200.00     114,000.00     149,700.00     
Derivative financial instruments -                    763.00             -                    -                    59,970.00       22,800.00       23,900.00       3,300.00          
Total non-current assets 2,122,732.00 2,580,592.00 3,336,969.00 3,940,429.00 3,844,785.00 4,500,000.00 5,118,400.00 5,125,000.00 

Inventories 28,069.00       3,422.00          2,420.00          1,997.00          2,075.00          2,500.00          2,700.00          2,800.00          
Other assets 24,612.00       29,453.00       77,707.00       169,580.00     91,053.00       80,600.00       99,400.00       64,900.00       
Current tax -                    -                    -                    1,585.00          -                    -                    500.00             9,300.00          
Trade receivables 20,644.00       29,909.00       23,412.00       34,178.00       41,791.00       44,300.00       50,600.00       51,500.00       
Derivative financial instruments -                    18,872.00       52,736.00       10,228.00       129,962.00     122,600.00     383,800.00     231,900.00     
Restricted cash -                    204,040.00     258,808.00     292,431.00     291,601.00     67,800.00       42,900.00       35,100.00       
Financial assets -                    328,927.00     592,774.00     406,274.00     403,401.00     1,267,700.00 869,400.00     772,200.00     
Cash and cash equivialents 1,613,643.00 1,439,004.00 1,346,419.00 1,470,849.00 1,583,194.00 1,477,900.00 2,028,300.00 2,708,300.00 
Total current assets 1,686,968.00 2,053,627.00 2,354,276.00 2,387,122.00 2,543,077.00 3,063,400.00 3,477,600.00 3,876,000.00 
Total Assets 3,809,700.00 4,634,219.00 5,691,245.00 6,327,551.00 6,387,862.00 7,563,400.00 8,596,000.00 9,001,000.00 
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Appendix 23: Ryanair Original Balance Sheet (Equity & Liabilities) 

 

  

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Issued share capital 9,675.00          9,790.00          9,822.00          9,465.00          9,354.00          9,400.00          9,500.00          9,300.00          
Share premium account 565,756.00     596,231.00     607,433.00     615,815.00     617,426.00     631,900.00     659,300.00     666,400.00     
Capital redemtion reserve -                    -                    -                    378.00             493.00             500.00             500.00             700.00             
Retained earnings 1,151,980.00 1,467,623.00 1,905,211.00 2,000,422.00 1,777,727.00 2,083,500.00 1,967,600.00 2,400,100.00 
Other reserves -                    -81,659.00      17,307.00       -123,886.00   20,061.00       123,300.00     317,000.00     230,200.00     
Shareholders' equity 1,727,411.00 1,991,985.00 2,539,773.00 2,502,194.00 2,425,061.00 2,848,600.00 2,953,900.00 3,306,700.00 

Trade payables 92,118.00       79,283.00       54,801.00       129,289.00     132,671.00     154,000.00     150,800.00     181,200.00     
Other liabilities 190,248.00     220,972.00     401,198.00     514,344.00     458,199.00     542,600.00     458,400.00     555,800.00     
Unearned revenue 245,939.00     349,642.00     405,938.00     405,005.00     447,516.00     545,600.00     765,900.00     681,400.00     
Accrued expenses and other liabilities 436,187.00     570,614.00     807,136.00     919,349.00     905,715.00     1,088,200.00 1,224,300.00 1,237,200.00 
Current maturities of debt 120,997.00     153,311.00     178,918.00     366,801.00     202,941.00     265,500.00     336,700.00     368,400.00     
Current tax -                    15,247.00       20,822.00       -                    425.00             900.00             -                    -                    
Derivative financial instruments -                    27,417.00       56,053.00       141,711.00     137,439.00     41,000.00       125,400.00     28,200.00       
Short term borrowings 7,938.00          -                    -                    -                    -                    -                    -                    -                    
Total current liabilities 657,240.00     845,872.00     1,117,730.00 1,557,150.00 1,379,191.00 1,549,600.00 1,837,200.00 1,815,000.00 

Provisions 112,745.00     16,722.00       28,719.00       44,810.00       71,964.00       102,900.00     89,600.00       103,200.00     
Derrivative financial instruments -                    81,897.00       58,666.00       75,685.00       54,074.00       35,400.00       8,300.00          53,600.00       
Deferred tax -                    127,260.00     151,032.00     148,088.00     155,524.00     199,600.00     267,700.00     319,400.00     
Other creditors 18,444.00       46,066.00       112,177.00     99,930.00       106,549.00     136,600.00     126,600.00     146,300.00     
Non-current maturities of debt 1,293,860.00 1,524,417.00 1,683,148.00 1,899,694.00 2,195,499.00 2,690,700.00 3,312,700.00 3,256,800.00 
Total non-current liabilities 1,425,049.00 1,796,362.00 2,033,742.00 2,268,207.00 2,583,610.00 3,165,200.00 3,804,900.00 3,879,300.00 
Total liabilities and shareholders' equity 3,809,700.00 4,634,219.00 5,691,245.00 6,327,551.00 6,387,862.00 7,563,400.00 8,596,000.00 9,001,000.00 

Ryanair Original Balance Sheet
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Appendix 24: Risk Free Rate & Credit Spreads 

 

 

 

 

  

Ireland 3.90%
Norway 2.11%
Sweden 1.54%
UK 1.83%

10-Year Government Bonds

Rating Spread
AAA 0.40%
AA 0.70%
A 1.00%
BBB 2.00%
BB 4.00%
B 6.50%
CCC 8.75%
CC 9.50%
C 10.50%
D 12.00%
Source: Damodaran, A.

Credit Spread, US Corporate over US Treasuries
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Appendix 25: Capitalized Lease  

 

 

 

 

 

 

 

tNOK 2005 2006 2007 2008 2009 2010 2011 2012
Capitalization Rate 8 8 8 8 8 8 8 8
Lease Payment 125,907.00        180,277.00        296,400.00        426,597.00        620,114.00        778,411.00       829,667.00       1,032,915.00   
Capitalized operational lease 1,007,256.00    1,442,216.00    2,371,200.00    3,412,776.00    4,960,912.00    6,227,288.00   6,637,336.00   8,263,320.00   
Cost of Debt 8.58% 8.58% 8.58% 8.58% 8.58% 8.58% 8.58% 8.58%
Depreciations on capital lease 39,484.44          56,534.87          92,951.04          133,780.82        194,467.75        244,109.69       260,183.57       323,922.14       
Interest on capitalized lease 86,422.56          123,742.13        203,448.96        292,816.18        425,646.25        534,301.31       569,483.43       708,992.86       

NAS - Capitalized Lease (Moody's Methodology)

mSEK 2005 2006 2007 2008 2009 2010 2011 2012
Capitalization Rate 8 8 8 8 8 8 8 8
Lease Payment 3,133.00       2,481.00         2,342.00         2,282.00         2,319.00         1,815.00           1,560.00           1,342.00           
Capitalized operational lease 25,064.00     19,848.00       18,736.00       18,256.00       18,552.00       14,520.00         12,480.00         10,736.00         
Cost of Debt 10.29% 10.29% 10.29% 10.29% 10.29% 10.29% 10.29% 10.29%
Depreciations on capital lease 553.91           438.64             414.07             403.46             410.00             320.89               275.81               237.27               
Interest on capitalized lease 2,579.09       2,042.36         1,927.93         1,878.54         1,909.00         1,494.11           1,284.19           1,104.73           

SAS - Capitalized Lease (Moody's Methodology)

mGBP 2005 2006 2007 2008 2009 2010 2011 2012
Capitalization Rate 8 8 8 8 8 8 8 8
Lease Payment 123.70             132.50             92.00               110.70             116.20               115.70               109.00               95.00                 
Capitalized operational lease 989.60             1,060.00         736.00             885.60             929.60               925.60               872.00               760.00               
Cost of Debt 2.83% 2.83% 2.83% 2.83% 2.83% 2.83% 2.83% 2.83%
Depreciations on capital lease 95.69               102.50             71.17               85.64               89.89                 89.51                 84.32                 73.49                 
Interest on capitalized lease 28.01               30.00               20.83               25.06               26.31                 26.19                 24.68                 21.51                 

easyJet - Capitalized Lease (Moody's Methodology)

tEUR 2005 2006 2007 2008 2009 2010 2011 2012
Capitalization Rate 8 8 8 8 8 8 8 8
Lease Payment 21,546.00    47,376.00       58,183.00       72,670.00       78,209.00       95,500.00         97,200.00         90,700.00         
Capitalized operational lease 172,368.00 379,008.00    465,464.00    581,360.00    625,672.00    764,000.00       777,600.00       725,600.00       
Cost of Debt 4.60% 4.60% 4.60% 4.60% 4.60% 4.60% 4.60% 4.60%
Depreciations on capital lease 13,617.07    29,941.63       36,771.66       45,927.44       49,428.09       60,356.00         61,430.40         57,322.40         
Interest on capitalized lease 7,928.93      17,434.37       21,411.34       26,742.56       28,780.91       35,144.00         35,769.60         33,377.60         

Ryanair - Capitalized Lease (Moody's Methodology)
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Appendix 26: NAS Deferred Tax as Reported in Financial Statements 

 

 

 

  

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                 -19,470.00   -                 -8,584.00     
Tangible assets 1,835.00       -                 3,224.00       -                 1,114.00       -                 4,678.00       -                 -                 -15,298.00   
Tax effect of deposits at fair value -                 -                 4.00               -                 -2.00              -                 -                 -                 -                 
Tax effect of expensing trademark development 729.00          -                 472.00           -                 215.00           -                 -                 -                 -                 
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 
Inventories -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 
Receivables 429.00          -                 1,159.00       -                 2,902.00       -                 4,834.00       -                 653.00           9,693.00       
Financial instruments -                 -                 -                 -                 -                 -                 9,711.00       -                 -                 23,974.00     
Deferred gains/losses 107.00          -                 86.00             -                 69.00             -                 55.00             -                 -                 44.00             
Other accruals 2,651.00       -                 9,738.00       -                 22,997.00     -                 24,413.00     -                 -                 29,715.00     
Pensions 12,046.00    -                 8,536.00       -                 8,622.00       -                 9,327.00       -                 -                 17,308.00     
Other temporary differences -11,694.00   -                 -                 -                 -                 -                 35.00             -                 -                 -70,934.00   
Loss carried forward 79,854.00    -                 63,475.00     -                 60,678.00     -                 8,263.00       -                 59,107.00     4,387.00       
Total 85,957.00    -                 86,694.00     -                 96,595.00     -                 61,316.00     -19,470.00   59,760.00     -9,695.00     

 Deferred Tax as reported in NAS financial statements
2004 2005 2006 2007 2008

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -4,533.00     -                 -6,274.00     -                 -6,274.00     -                 -6,274.00     
Tangible assets -                 -5,965.00     13.00             -88,286.00   -                 -222,097.00 -                 -324,108.00 
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                 -                 
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                 -                 
Long term receivables and borrowings in foreign currency -                 -16,853.00   -                 -8,142.00     -                 -50,131.00   -                 -43,418.00   
Inventories -                 1,167.00       -                 1,192.00       -                 1,192.00       -                 4,681.00       
Receivables -13.00           20,071.00     155.00           11,659.00     -                 2,806.00       -                 8,859.00       
Financial instruments -                 -6,289.00     -                 -7,950.00     -                 -67,830.00   -                 53,300.00     
Deferred gains/losses -                 35.00             -                 -3,108.00     -                 5,253.00       -                 -7,403.00     
Other accruals -                 29,980.00     -                 32,564.00     -                 26,042.00     -                 61,292.00     
Pensions -                 27,316.00     -                 34,068.00     -                 43,010.00     -                 -                 
Other temporary differences -                 -62,736.00   -                 -55,207.00   -                 -86,449.00   -                 -66,734.00   
Loss carried forward 170.00          -                 103.00           -                 2,069.00       219,832.00  4,293.00       18,764.00     
Total 157.00          -17,807.00   271.00           -89,484.00   2,069.00       -134,646.00 4,293.00       -301,041.00 

2009 2010 2011 2012
 Deferred Tax as reported in NAS financial statements
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Appendix 27: NAS Reorganized Deferred Taxes 

 

 

  

2004 2005 2006 2007 2008 2009 2010 2011 2012
Tax loss carry-forwards:
Loss carried forward 79,854.00     63,475.00     60,678.00     8,263.00       63,494.00     170.00           103.00           221,901.00  23,057.00     
Tax loss carry-forwards 79,854.00     63,475.00     60,678.00     8,263.00       63,494.00     170.00           103.00           221,901.00  23,057.00     

Operating deferred taxes:
Tangible assets 1,835.00       3,224.00       1,114.00       4,678.00       -15,298.00   -5,965.00     -88,273.00   -222,097.00 -324,108.00 
Inventories -                 -                 -                 -                 -                 1,167.00       1,192.00       1,192.00       4,681.00       
Receivables 429.00           1,159.00       2,902.00       4,834.00       10,346.00     20,058.00     11,814.00     2,806.00       8,859.00       
Other accruals 2,651.00       9,738.00       22,997.00     24,413.00     29,715.00     29,980.00     32,564.00     26,042.00     61,292.00     
Operating deferred-tax assets (liabilities) 4,915.00       14,121.00     27,013.00     33,925.00     24,763.00     45,240.00     -42,703.00   -192,057.00 -249,276.00 

Nonoperating deferred taxes:
Intangible assets -                 -                 -                 -19,470.00   -8,584.00     -4,533.00     -6,274.00     -6,274.00     -6,274.00     
Tax effect of deposits at fair value -                 4.00               -2.00              -                 -                 -                 -                 -                 -                 
Tax effect of expensing trademark development 729.00           472.00           215.00           -                 -                 -                 -                 -                 -                 
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -16,853.00   -8,142.00     -50,131.00   -43,418.00   
Financial instruments -                 -                 -                 9,711.00       23,974.00     -6,289.00     -7,950.00     -67,830.00   53,300.00     
Deferred gains/losses 107.00           86.00             69.00             55.00             44.00             35.00             -3,108.00     5,253.00       -7,403.00     
Pensions 12,046.00     8,536.00       8,622.00       9,327.00       17,308.00     27,316.00     34,068.00     43,010.00     -                 
Other temporary differences -11,694.00   -                 -                 35.00             -70,934.00   -62,736.00   -55,207.00   -86,449.00   -66,734.00   
Nonoperating deferred tax assets (liabilities) 1,188.00       9,098.00       8,904.00       -342.00         -38,192.00   -63,060.00   -46,613.00   -162,421.00 -70,529.00   
Total 85,957.00     86,694.00     96,595.00     41,846.00     50,065.00     -17,650.00   -89,213.00   -132,577.00 -296,748.00 
Change 737.00           9,901.00       -54,749.00   8,219.00       -67,715.00   -71,563.00   -43,364.00   -164,171.00 
Change operational 9,206.00       12,892.00     6,912.00       -9,162.00     20,477.00     -87,943.00   -149,354.00 -57,219.00   

Reorganized deffered tax
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Appendix 28: SAS Deferred Tax as Reported in Financial Statements 

 

 

 

  

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                 -                 
Tangible assets -                 -9.60              -                 -22.00           -                 -5.10              -                 2.40               
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                 -                 
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                 -                 
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                 -                 
Inventories -                 -                 -                 -                 -                 -                 -                 -                 
Receivables -                 -                 -                 -                 -                 -                 -                 -                 
Financial instruments -                 -                 -                 -                 -                 -                 -                 -                 
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                 -                 
Other accruals -                 -                 -                 -                 -                 -                 -                 -                 
Pensions -                 -                 -                 -                 -                 -                 -                 -                 
Other temporary differences -                 4.20               -                 4.20               -                 7.70               -                 -31.70           
Loss carried forward -                 -                 -                 -                 -                 -                 -                 -                 
Total -                 -5.40              -                 -17.80           -                 2.60               -                 -29.30           

Deferred tax as reported in SAS financial statements
2005 2006 2007 2008

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                 -                 
Tangible assets -                 13.10             -                 -14.60           -                 -54.00           77.00             -1,919.00     
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                 -                 
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                 -                 
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                 -                 
Inventories -                 -                 -                 -                 -                 -                 -                 -                 
Receivables -                 -                 -                 -                 -                 -                 -                 -                 
Financial instruments -                 -                 -                 -                 -                 -                 -                 -                 
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                 -                 
Other accruals -                 -                 -                 -                 -                 -                 753.00           -                 
Pensions -                 -                 -                 -                 -                 -                 -                 -1,726.00     
Other temporary differences -                 -5.00              -                 -31.80           -                 15.00             -                 -159.00         
Loss carried forward -                 -                 -                 -                 -                 -                 2,558.00       -                 
Total -                 8.10               -                 -46.40           -                 -39.00           3,388.00       -3,804.00     

Deferred tax as reported in SAS financial statements
2009 2010 2011 2012
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Appendix 29: SAS Reorganized Deferred Taxes 

 

  

2005 2006 2007 2008 2009 2010 2011 2012
Tax loss carry-forwards:
Loss carried forward -                 -                 -                 -                 -                 -                 -                 2,558.00       
Tax loss carry-forwards -                 -                 -                 -                 -                 -                 -                 2,558.00       

Operating deferred taxes:
Tangible assets -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00           -1,842.00     
Inventories -                 -                 -                 -                 -                 -                 -                 -                 
Receivables -                 -                 -                 -                 -                 -                 -                 -                 
Other accruals -                 -                 -                 -                 -                 -                 -                 753.00           
Operating deferred-tax assets (liabilities) -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00           -1,089.00     

Nonoperating deferred taxes:
Intangible assets -                 -                 -                 -                 -                 -                 -                 -                 
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                 -                 
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                 -                 
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                 -                 
Financial instruments -                 -                 -                 -                 -                 -                 -                 -                 
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                 -                 
Pensions -                 -                 -                 -                 -                 -                 -                 -1,726.00     
Other temporary differences 4.20               4.20               7.70               -31.70           -5.00              -31.80           15.00             -159.00         
Nonoperating deferred tax assets (liabilities) 4.20               4.20               7.70               -31.70           -5.00              -31.80           15.00             -1,885.00     
Total -5.40              -17.80           2.60               -29.30           8.10               -46.40           -39.00           -416.00         
Change -12.40           20.40             -31.90           37.40             -54.50           7.40               -377.00         
Change operational -55.00           343.00           168.00           119.00           50.00             207.00           -314.00         -75.00           

Reorganized deffered tax
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Appendix 30: easyJet Deferred Tax as Reported in Financial Statements 

 

 

 

  

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                  -                  
Tangible assets -                 -9.60              -                 -22.00           -                 -5.10              -                  2.40                
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                  -                  
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                  -                  
Inventories -                 -                 -                 -                 -                 -                 -                  -                  
Receivables -                 -                 -                 -                 -                 -                 -                  -                  
Financial instruments -                 -                 -                 -                 -                 -                 -                  -                  
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                  -                  
Other accruals -                 -                 -                 -                 -                 -                 -                  -                  
Pensions -                 -                 -                 -                 -                 -                 -                  -                  
Other temporary differences -                 4.20               -                 4.20               -                 7.70               -                  -31.70            
Loss carried forward -                 -                 -                 -                 -                 -                 -                  -                  
Total -                 -5.40              -                 -17.80           -                 2.60               -                  -29.30            

Deferred tax as reported in easyJet financial statements
2005 2006 2007 2008

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                  -                  
Tangible assets -                 13.10             -                 -14.60           -                 -54.00           -                  -42.00            
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                  -                  
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                  -                  
Inventories -                 -                 -                 -                 -                 -                 -                  -                  
Receivables -                 -                 -                 -                 -                 -                 -                  -                  
Financial instruments -                 -                 -                 -                 -                 -                 -                  -                  
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                  -                  
Other accruals -                 -                 -                 -                 -                 -                 -                  -                  
Pensions -                 -                 -                 -                 -                 -                 -                  -                  
Other temporary differences -                 -5.00              -                 -31.80           -                 15.00             -                  28.00             
Loss carried forward -                 -                 -                 -                 -                 -                 -                  -                  
Total -                 8.10               -                 -46.40           -                 -39.00           -                  -14.00            

Deferred tax as reported in easyJet financial statements
2009 2010 2011 2012



 

157 
 

Appendix 31: easyJet Reorganized Deferred Taxes 

 

  

2005 2006 2007 2008 2009 2010 2011 2012
Tax loss carry-forwards:
Loss carried forward -                 -                 -                 -                 -                 -                 -                  -                  
Tax loss carry-forwards -                 -                 -                 -                 -                 -                 -                  -                  

Operating deferred taxes:
Tangible assets -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00            -42.00            
Inventories -                 -                 -                 -                 -                 -                 -                  -                  
Receivables -                 -                 -                 -                 -                 -                 -                  -                  
Other accruals -                 -                 -                 -                 -                 -                 -                  -                  
Operating deferred-tax assets (liabilities) -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00            -42.00            

Nonoperating deferred taxes:
Intangible assets -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                  -                  
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                  -                  
Financial instruments -                 -                 -                 -                 -                 -                 -                  -                  
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                  -                  
Pensions -                 -                 -                 -                 -                 -                 -                  -                  
Other temporary differences 4.20               4.20               7.70               -31.70           -5.00              -31.80           15.00             28.00             
Nonoperating deferred tax assets (liabilities) 4.20               4.20               7.70               -31.70           -5.00              -31.80           15.00             28.00             
Total -5.40              -17.80           2.60               -29.30           8.10               -46.40           -39.00            -14.00            
Change -12.40           20.40             -31.90           37.40             -54.50           7.40                25.00             
Change operational -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00            -42.00            

Reorganized deffered tax
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Appendix 32: Ryanair Deferred Tax as Reported in Financial 

Statements 

 

 

 

  

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                  -                  
Tangible assets -                 -9.60              -                 -22.00           -                 -5.10              -                  2.40                
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                  -                  
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                  -                  
Inventories -                 -                 -                 -                 -                 -                 -                  -                  
Receivables -                 -                 -                 -                 -                 -                 -                  -                  
Financial instruments -                 -                 -                 -                 -                 -                 -                  -                  
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                  -                  
Other accruals -                 -                 -                 -                 -                 -                 -                  -                  
Pensions -                 -                 -                 -                 -                 -                 -                  -                  
Other temporary differences -                 4.20               -                 4.20               -                 7.70               -                  -31.70            
Loss carried forward -                 -                 -                 -                 -                 -                 -                  -                  
Total -                 -5.40              -                 -17.80           -                 2.60               -                  -29.30            

Deferred tax as reported in Ryanair financial statements
2005 2006 2007 2008

Deferred tax: Asset Liability Asset Liability Asset Liability Asset Liability
Intangible assets -                 -                 -                 -                 -                 -                 -                  -                  
Tangible assets -                 13.10             -                 -14.60           -                 -54.00           -                  -42.00            
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                  -                  
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                  -                  
Inventories -                 -                 -                 -                 -                 -                 -                  -                  
Receivables -                 -                 -                 -                 -                 -                 -                  -                  
Financial instruments -                 -                 -                 -                 -                 -                 -                  -                  
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                  -                  
Other accruals -                 -                 -                 -                 -                 -                 -                  -                  
Pensions -                 -                 -                 -                 -                 -                 -                  -                  
Other temporary differences -                 -5.00              -                 -31.80           -                 15.00             -                  28.00             
Loss carried forward -                 -                 -                 -                 -                 -                 -                  -                  
Total -                 8.10               -                 -46.40           -                 -39.00           -                  -14.00            

Deferred tax as reported in Ryanair financial statements
2009 2010 2011 2012
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Appendix 33: Ryanair Reorganized Deferred Taxes 

 

 

  

2005 2006 2007 2008 2009 2010 2011 2012
Tax loss carry-forwards:
Loss carried forward -                 -                 -                 -                 -                 -                 -                  -                  
Tax loss carry-forwards -                 -                 -                 -                 -                 -                 -                  -                  

Operating deferred taxes:
Tangible assets -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00            -42.00            
Inventories -                 -                 -                 -                 -                 -                 -                  -                  
Receivables -                 -                 -                 -                 -                 -                 -                  -                  
Other accruals -                 -                 -                 -                 -                 -                 -                  -                  
Operating deferred-tax assets (liabilities) -9.60              -22.00           -5.10              2.40               13.10             -14.60           -54.00            -42.00            

Nonoperating deferred taxes:
Intangible assets -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of deposits at fair value -                 -                 -                 -                 -                 -                 -                  -                  
Tax effect of expensing trademark development -                 -                 -                 -                 -                 -                 -                  -                  
Long term receivables and borrowings in foreign currency -                 -                 -                 -                 -                 -                 -                  -                  
Financial instruments -                 -                 -                 -                 -                 -                 -                  -                  
Deferred gains/losses -                 -                 -                 -                 -                 -                 -                  -                  
Pensions -                 -                 -                 -                 -                 -                 -                  -                  
Other temporary differences 4.20               4.20               7.70               -31.70           -5.00              -31.80           15.00             28.00             
Nonoperating deferred tax assets (liabilities) 4.20               4.20               7.70               -31.70           -5.00              -31.80           15.00             28.00             
Total -5.40              -17.80           2.60               -29.30           8.10               -46.40           -39.00            -14.00            
Change -12.40           20.40             -31.90           37.40             -54.50           7.40                25.00             
Change operational -                 -37,500.00   -2,200.00     -23,700.00   -22,500.00   -30,400.00   -43,700.00   -41,400.00   

Reorganized deffered tax
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Appendix 34: NAS Tax Reconciliation & Operating Tax 

 

 

 

  

Marginal tax rate (Norway) 28%
2005 2006 2007 2008 2009 2010 2011 2012

Profit before tax 38,150.00     -31,706.00   112,981.00  5,339.00       623,041.00    243,099.00  166,540.00  623,178.00    

Expected tax using marginal rate 10,682.00     -8,877.68     31,634.68     1,494.92       174,451.48    68,067.72     46,631.20     174,489.84    
Non-deductible expenses/income 80 -1017 -2638 -2694 -487 4237 -2265 -7875
Adjustments from previous years 0 0 0 0 6874 0 81 -181
Foreign rate differences 0 197 -170 2474 -4051 -90 -31 101
Other items -25 299 -424 118 0 0 0 0
Reported tax 10,737.00     -9,398.68     28,402.68     1,392.92       176,787.48    72,214.72     44,416.20     166,534.84    

Effective tax rate 28.14% 29.64% 25.14% 26.09% 28.37% 29.71% 26.67% 26.72%

Tax reconciliation

2005 2006 2007 2008 2009 2010 2011 2012
Marginal tax rate 28% 28% 28% 28% 28% 28% 28% 28%
EBIT 226,267.56  93,233.13     337,399.96  102,718.18  948,199.25    714,738.31  679,698.43  1,448,826.86 
Marginal taxes on EBIT 63,354.92     26,105.28     94,471.99     28,761.09     265,495.79    200,126.73  190,315.56  405,671.52    
Other operating taxes:
Foreign rate differences 0 197 -170 2474 -4051 -90 -31 101
Operating taxes 63,354.92     26,302.28     94,301.99     31,235.09     261,444.79    200,036.73  190,284.56  405,772.52    
Change in net operating tax liabilities 9,206.00       12,892.00     6,912.00       -9,162.00     20,477.00       -87,943.00   -149,354.00 -57,219.00     
Operating cash taxes 72,560.92     39,194.28     101,213.99  22,073.09     281,921.79    112,093.73  40,930.56     348,553.52    

Operating taxes
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Appendix 35: SAS Tax Reconciliation & Operating Tax 

 

 

 

  

Marginal tax rate (Sweden) 28.0% 28.0% 28.0% 28.0% 26.3% 26.3% 26.3% 26.3%
2005 2006 2007 2008 2009 2010 2011 2012

Profit before tax 418.00           4,936.00       929.00           -6,115.00     -3,750.00       -3,069.00     -1,629.00     -1,245.00       

Expected tax using marginal rate 117.04           1,382.08       260.12           -1,712.20     -986.25           -807.15         -428.43         -327.44           
Non-deductible expenses/income -127 0 0 0 0 0 0 0
Adjustments from previous years -22.00           0 0 0 0 0 -                 -                   
Foreign rate differences 0 -                 -                 -                 -                   -                 0 0
Other items 195.00           -1,186.00     33.00             1,957.00       183.00             -44.00           486.00           67.00               
Reported tax 163.04           196.08           293.12           244.80           -803.25           -851.15         57.57             -260.44           

Effective tax rate 39.00% 3.97% 31.55% -4.00% 21.42% 27.73% -3.53% 20.92%

Tax reconciliation

2005 2006 2007 2008 2009 2010 2011 2012
Marginal tax rate 28.0% 28.0% 28.0% 28.0% 26.3% 26.3% 26.3% 26.3%
EBIT 3,285.09       2,962.36       3,179.93       1,178.54       -1,505.00       -132.89         1,918.19       665.73             
Marginal taxes on EBIT 919.82           829.46           890.38           329.99           -395.81           -34.95           504.48           175.09             
Other operating taxes:
Foreign rate differences 0 0 0 0 0 0 0 0
Operating taxes 919.82           829.46           890.38           329.99           -395.81           -34.95           504.48           175.09             
Change in net operating tax liabilities -55.00           343.00           168.00           119.00           50.00               207.00           -314.00         -75.00             
Operating cash taxes 864.82           1,172.46       1,058.38       448.99           -345.81           172.05           190.48           100.09             

Operating taxes
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Appendix 36: easyJet Tax Reconciliation & Operating Tax 

 

 

 

  

Marginal tax rate (UK) 30% 30% 30% 28% 28% 28% 27% 25%
2005 2006 2007 2008 2009 2010 2011 2012

Profit before tax 82.57             129.20           201.90           110.00           54.70               154.00           248.00           317.00             

Expected tax using marginal rate 24.77             38.76             60.57             30.80             15.32               43.12             66.96             79.25               
Non-deductible expenses/income 4.1 2 -0.2 0.1 0 -3.9 -4 7
Adjustments from previous years -1.9 1 -5.5 -2.7 -31.7 -3.2 -23 -2
Foreign rate differences -3.4 -6.4 -6.7 -1.5 -1.3 -1.7 -1 0
Other items 0 -0.3 1.4 0.2 1.2 -1.6 -16 -22
Reported tax 23.57             35.06             49.57             26.90             -16.48             32.72             22.96             62.25               

Effective tax rate 28.55% 27.14% 24.55% 24.45% -30.14% 21.25% 9.26% 19.64%

Tax reconciliation

2005 2006 2007 2008 2009 2010 2011 2012
Marginal tax rate 30% 30% 30% 28% 28% 28% 27% 25%
EBIT 94.28             147.90           192.93           128.76           75.41               234.09           293.68           352.51             
Marginal taxes on EBIT 28.28             44.37             57.88             36.05             21.11               65.55             79.29             88.13               
Other operating taxes:
Foreign rate differences -3.4 -6.4 -6.7 -1.5 -1.3 -1.7 -1 0
Operating taxes 24.88             37.97             51.18             34.55             19.81               63.85             78.29             88.13               
Change in net operating tax liabilities -9.60              -22.00           -5.10              2.40               13.10               -14.60           -54.00           -42.00             
Operating cash taxes 15.28             15.97             46.08             36.95             32.91               49.25             24.29             46.13               

Operating taxes
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Appendix 37: Ryanair Tax Reconciliation & Operating Tax 

 

 

 

 

  

Marginal tax rate (UK) 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5%
2005 2006 2007 2008 2009 2010 2011 2012

Profit before tax 309,196.00  338,888.00  451,037.00  438,927.00  -180,487.00   341,000.00  420,900.00  633,000.00    

Expected tax using marginal rate 38,649.50     42,361.00     56,379.63     54,865.88     -22,560.88     42,625.00     52,612.50     79,125.00       
Non-deductible expenses/income 0 0 0 0 0 0 0 0
Adjustments from previous years 0 0 0 0 0 -                 -                   
Foreign rate differences -10203.468 -11,522.19   -9,020.74     -15,362.45   -22,019.41     -3,410.00     -2946.3 -5697
Other items 618.39           1,355.55       -32,023.63   8,778.54       33,209.61       -3,410.00     -3,367.20     -633.00           
Reported tax 29,064.42     32,194.36     15,335.26     48,281.97     -11,370.68     35,805.00     46,299.00     72,795.00       

Effective tax rate 9.40% 9.50% 3.40% 11.00% 6.30% 10.50% 11.00% 11.50%

Tax reconciliation

2005 2006 2007 2008 2009 2010 2011 2012
Marginal tax rate 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5%
EBIT 348,666.93  392,480.37  493,156.34  563,822.56  121,411.91    437,244.00  536,369.60  716,577.60    
Marginal taxes on EBIT 43,583.37     49,060.05     61,644.54     70,477.82     15,176.49       54,655.50     67,046.20     89,572.20       
Other operating taxes:
Foreign rate differences -10203.468 -11522.192 -9020.74 -15362.445 -22019.414 -3410 -2946.3 -5697
Operating taxes 33,379.90     37,537.85     52,623.80     55,115.38     -6,842.93       51,245.50     64,099.90     83,875.20       
Change in net operating tax liabilities -                 -37,500.00   -2,200.00     -23,700.00   -22,500.00     -30,400.00   -43,700.00   -41,400.00     
Operating cash taxes 33,379.90     37.85             50,423.80     31,415.38     -29,342.93     20,845.50     20,399.90     42,475.20       

Operating taxes
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Appendix 38: NAS Historical Income Statement Value Drivers 

 

  

2005 2006 2007 2008 2009 2010 2011 2012 Avg.
ASK 3,464,000.00 5,371,000.00 7,561,000.00 11,530,000.00 13,555,000.00 17,804,000.00 21,958,000.00 25,920,000.00
no of planes 13.00 22.00 32.00 40.00 46.00 57.00 62.00 68.00
leased 0.00 2.00 10.00 17.00 23.00 28.00 36.00 40.00
owned 13.00 20.00 22.00 23.00 23.00 29.00 26.00 28.00
ASK per plane 266,461.54 244,136.36 236,281.25 288,250.00 294,673.91 312,350.88 354,161.29 381,176.47 297,186.46

Yield 0.7297 0.6965 0.6975 0.6862 0.6894 0.6242 0.6046 0.6318 0.6700
Load Factor 0.7803 0.7863 0.8013 0.7870 0.7821 0.7736 0.7934 0.7852 0.7862
RASK 0.5694 0.5476 0.5589 0.5400 0.5392 0.4829 0.4797 0.4961 0.5267

Sales and distribution costs/ASK 0.0217 0.0173 0.0125 0.0100 0.0110 0.0094 0.0091 0.0106 0.0127
avg price pr barrel in NOK 439.18 518.48 509.06 683.49 439.77 548.03 705.55 742.97 573.32
ASK/barrel 3957.74 3956.37 3884.96 3928.07 4188.18 4662.12 5008.02 5148.46 4341.74
Aviation fuel/ASK 0.1110 0.1311 0.1310 0.1740 0.1050 0.1175 0.1409 0.1443 0.1319
Airport charges/ASK 0.0797 0.0778 0.0796 0.0730 0.0766 0.0728 0.0711 0.0668 0.0747
Handling charges/ASK 0.0578 0.0571 0.0535 0.0534 0.0533 0.0485 0.0447 0.0416 0.0512
Technical maintenance/ASK 0.0600 0.0570 0.0546 0.0498 0.0487 0.0392 0.0324 0.0306 0.0465
Payroll/employees 557.88 647.24 644.09 938.98 773.93 716.52 754.08 764.58 724.66
ASK/employees 6462.69 8418.50 7827.12 10061.08 8049.29 8331.31 9017.66 9582.26 8468.74
Payroll/ASK 0.0863 0.0769 0.0823 0.0933 0.0961 0.0860 0.0836 0.0798 0.0855
Other operating expenses/ASK 0.0677 0.0930 0.0788 0.0547 0.0532 0.0451 0.0417 0.0392 0.0592

Lease Expenses/leased plane n/a 90,138.50 29,640.00 25,093.94 26,961.48 27,800.39 23,046.31 25,822.88 35,500.50
Depreciation/Tangible Assets 0.4996 0.1728 0.0992 0.0577 0.0447 0.0376 0.0405 0.0390 0.1239
Amortization/Definite Intangibles 0.3418 0.3489 0.1640 0.7866 0.5850 0.3362 0.4187 0.4513 0.4291

Historical Income Statement Value Drivers



 

165 
 

Appendix 39: NAS Forecasted Income Statement Value Drivers 

 

  

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
ASK 33,162,352.94  38,117,647.06  41,929,411.76  48,790,588.24  55,270,588.24  61,750,588.24  68,230,588.24  74,710,588.24  80,809,411.76  86,908,235.29  
no of planes 84                        95                        102                      120                      137                      154                      171                      188                      204                      220                      
leased 49                        47                        43                        51                        58                        65                        72                        79                        86                        93                        
owned 35                        48                        59                        69                        79                        89                        99                        109                     118                     127                     
ASK per plane 394,789.92       401,238.39       411,072.66       406,588.24       403,434.95       400,977.85       399,009.29       397,396.75       396,124.57       395,037.43       

Yield 0.6178 0.6038 0.5899 0.5759 0.5619 0.5619 0.5619 0.5619 0.5619 0.5619
Load Factor 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862 0.7862
RASK 0.4857 0.4747 0.4637 0.4527 0.4418 0.4418 0.4418 0.4418 0.4418 0.4418

Sales and distribution costs/ASK 0.0100 0.0100 0.0100 0.0100 0.0100 0.0100 0.0100 0.0100 0.0100 0.0100
avg price pr barrel in NOK 669.88 669.88 669.88 669.88 669.88 669.88 669.88 669.88 669.88 669.88
ASK/barrel 5205.09 5282.32 5287.47 5447.07 5703.98 5632.42 5699.35 5750.83 5792.02 5828.06
Aviation fuel/ASK 0.1287 0.1268 0.1267 0.1230 0.1174 0.1189 0.1175 0.1165 0.1157 0.1149
Airport charges/ASK 0.0702 0.0702 0.0702 0.0702 0.0702 0.0702 0.0702 0.0702 0.0702 0.0702
Handling charges/ASK 0.0397 0.0379 0.0362 0.0345 0.0329 0.0329 0.0329 0.0329 0.0329 0.0329
Technical maintenance/ASK 0.0289 0.0272 0.0257 0.0242 0.0229 0.0229 0.0229 0.0229 0.0229 0.0229
Payroll/employees 780.00 795.00 810.00 825.00 840.00 840.00 840.00 840.00 840.00 840.00
ASK/employees 9582.26 9582.26 9582.26 9582.26 9582.26 9582.26 9582.26 9582.26 9582.26 9582.26
Payroll/ASK 0.0809 0.0819 0.0830 0.0840 0.0851 0.0851 0.0851 0.0851 0.0851 0.0851
Other operating expenses/ASK 0.0366 0.0341 0.0318 0.0297 0.0277 0.0277 0.0277 0.0277 0.0277 0.0277

Lease Expenses/leased plane 25,745.00 25,745.00 25,745.00 25,745.00 25,745.00 25,745.00 25,745.00 25,745.00 25,745.00 25,745.00
Depreciation/Tangible Assets 0.0390 0.0390 0.0390 0.0390 0.0390 0.0390 0.0390 0.0390 0.0390 0.0390
Amortization/Definite Intangibles 0.4478 0.4478 0.4478 0.4478 0.4478 0.4478 0.4478 0.4478 0.4478 0.4478

Forecasted Income Statement Value Drivers



 

166 
 

Appendix 40: NAS Historical Balance Sheet Value Drivers 

 

  

2005 2006 2007 2008 2009 2010 2011 2012 Avg.
Working Capital:
Operating cash/revenue 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Inventory/ASK 1.06% 0.36% 0.37% 0.30% 0.30% 0.37% 0.37% 0.26% 0.42%
Trade receivables/revenue 10.15% 15.08% 11.63% 14.69% 11.35% 9.80% 10.18% 8.53% 11.43%
Other receivables/revenue 0.98% 0.30% 0.67% 0.52% 0.36% 0.62% 1.07% 1.05% 0.70%

Trade and other payables/Operating costs 14.92% 14.44% 17.33% 11.86% 12.41% 14.27% 13.24% 14.62% 14.14%
Air traffic settlements/ASK 6.31% 5.43% 7.10% 5.19% 5.85% 5.36% 5.50% 6.71% 5.93%

Tangible Assets:
Aircraft/owned plane 1,404.08 10,720.95 9,537.27 22,768.52 42,386.61 72,142.62 148,813.81 199,277.04 63,381.36
Equipment/ASK 0.54% 0.26% 0.32% 0.27% 0.23% 0.15% 0.15% 0.23% 0.27%
Buildings/ASK 0.00% 0.00% 0.05% 0.03% 0.03% 0.05% 0.04% 0.04% 0.03%
Financial lease/ASK 0.00% 0.00% 0.00% 0.00% 0.19% 0.18% 0.13% 0.09% 0.07%
Prepayment to aircraft/ASK 0.00% 0.00% 4.19% 6.12% 10.41% 11.25% 9.69% 10.97% 6.58%

Capitalized lease/lease payment 8 8 8 8 8 8 8 8 8
Definite intangibles/ASK 0.92% 0.62% 0.46% 0.41% 0.50% 0.51% 0.53% 0.45% 0.55%

Provision for maintenance/ASK 1.00% 1.52% 1.34% 0.99% 0.52% 0.53% 0.37% 0.68% 0.87%

Deferred operating tax/tangible assets 38.35% 11.82% 6.12% 1.96% 1.85% -1.03% -3.17% -2.93% 6.62%

Borrowings/Invested Capital ex lease n/a n/a n/a 61.70% 80.37% 73.35% 80.96% 81.03% 75.48%

Historical Balance Sheet Value Drivers
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Appendix 41: NAS Forecasted Balance Sheet Value Drivers 

 

  

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Working Capital:
Operating cash/revenue 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Inventory/ASK 0.32% 0.32% 0.32% 0.32% 0.32% 0.32% 0.32% 0.32% 0.32% 0.32%
Trade receivables/revenue 8.53% 8.53% 8.53% 8.53% 8.53% 8.53% 8.53% 8.53% 8.53% 8.53%
Other receivables/revenue 1.05% 1.05% 1.05% 1.05% 1.05% 1.05% 1.05% 1.05% 1.05% 1.05%

Trade and other payables/Operating costs 14.14% 14.14% 14.14% 14.14% 14.14% 14.14% 14.14% 14.14% 14.14% 14.14%
Air traffic settlements/ASK 5.93% 5.93% 5.93% 5.93% 5.93% 5.93% 5.93% 5.93% 5.93% 5.93%

Tangible Assets:
Aircraft/owned plane 199,277.04 199,277.04 199,277.04 199,277.04 199,277.04 199,277.04 199,277.04 199,277.04 199,277.04 199,277.04
Equipment/ASK 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20%
Buildings/ASK 0.04% 0.04% 0.04% 0.04% 0.04% 0.04% 0.04% 0.04% 0.04% 0.04%
Financial lease/ASK 0.19% 0.19% 0.19% 0.19% 0.19% 0.19% 0.19% 0.19% 0.19% 0.19%
Prepayment to aircraft/ASK 10.97% 10.97% 10.97% 10.97% 10.97% 10.97% 10.97% 10.97% 10.97% 10.97%

Capitalized lease/lease payment 8 8 8 8 8 8 8 8 8 8
Definite intangibles/ASK 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48% 0.48%

Provision for maintenance/ASK 0.87% 0.87% 0.87% 0.87% 0.87% 0.87% 0.87% 0.87% 0.87% 0.87%

Deferred operating tax/tangible assets -2.93% -2.93% -2.93% -2.93% -2.93% -2.93% -2.93% -2.93% -2.93% -2.93%

Borrowings/Invested Capital ex lease 78.93% 78.93% 78.93% 78.93% 78.93% 78.93% 78.93% 78.93% 78.93% 78.93%

Forecasted Balance Sheet Value Drivers
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Appendix 42: NAS Forecasted Income Statement 

 

  

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Revenues 16,107,258 18,095,199 19,443,938 22,089,493 24,415,861 27,278,410 30,140,959 33,003,508 35,697,672 38,391,836

0 0 0 0 0 0 0 0 0 0
Sales and distribution costs 332,381 382,047 420,251 489,020 553,968 618,916 683,864 748,811 809,939 871,066
Aviation fuel 4,267,883 4,833,893 5,312,105 6,000,241 6,491,004 7,344,159 8,019,547 8,702,566 9,346,042 9,989,249
Airport charges 2,328,517 2,676,456 2,944,102 3,425,864 3,880,861 4,335,859 4,790,857 5,245,854 5,674,087 6,102,320
Handling charges 1,315,782 1,443,737 1,516,017 1,684,011 1,821,068 2,034,573 2,248,077 2,461,582 2,662,527 2,863,473
Technical maintenance 956,762 1,037,631 1,076,947 1,182,416 1,263,825 1,411,997 1,560,170 1,708,342 1,847,799 1,987,255
Payroll 2,699,431 3,162,463 3,544,346 4,200,706 4,845,132 5,413,182 5,981,232 6,549,282 7,083,918 7,618,553
Other operating expenses 1,213,750 1,301,049 1,334,658 1,448,341 1,530,074 1,709,462 1,888,850 2,068,238 2,237,074 2,405,910
Total operating costs 13,114,506 14,837,277 16,148,426 18,430,598 20,385,932 22,868,148 25,172,596 27,484,676 29,661,386 31,837,826
EBITDA 2,992,753 3,257,922 3,295,512 3,658,894 4,029,929 4,410,262 4,968,363 5,518,833 6,036,287 6,554,011
Depreciation 384,407 489,342 575,372 657,256 734,590 811,924 889,258 966,593 1,039,378 1,112,163
Lease Depreciation 398,932 379,461 347,166 408,431 466,292 524,153 582,014 639,875 694,332 748,790
EBITA 2,209,413 2,389,119 2,372,974 2,593,208 2,829,047 3,074,185 3,497,091 3,912,365 4,302,576 4,693,058
Amortization 71,023 81,636 89,800 104,494 118,372 132,250 146,129 160,007 173,069 186,130
EBIT 2,138,390 2,307,483 2,283,174 2,488,714 2,710,675 2,941,934 3,350,962 3,752,359 4,129,508 4,506,928

Operational tax 575,692 646,095 639,289 696,840 758,989 823,742 938,269 1,050,660 1,156,262 1,261,940
Operational cash tax 536,502 567,350 574,730 635,393 700,956 765,709 880,236 992,627 1,101,643 1,207,320
NOPLAT 1,601,888 1,740,133 1,708,444 1,853,321 2,009,719 2,176,226 2,470,726 2,759,731 3,027,865 3,299,607

Profit/(loss) from associate 45,977 64,370 90,121 126,174 176,649 247,316 346,254 484,771 678,700 950,210
After tax 33,104 46,347 64,887 90,845 127,187 178,068 249,303 349,035 488,664 684,151

Interest income 112,991 146,835 193,995 248,899 316,328 391,739 475,419 577,046 697,583 838,255
Interest expense -102,697 -184,046 -243,619 -220,714 -258,720 -292,578 -326,172 -360,302 -396,753 -428,851
Lease interest expense -873,173 -830,554 -759,869 -893,963 -1,020,608 -1,147,253 -1,273,898 -1,400,542 -1,519,738 -1,638,933
Total financial income/(expenses) -862,879 -867,765 -809,493 -865,778 -963,000 -1,048,092 -1,124,651 -1,183,799 -1,218,907 -1,229,529
financials after tax -621,273 -624,791 -582,835 -623,360 -693,360 -754,626 -809,749 -852,335 -877,613 -885,261

Adjustment for operating deferred taxes 39,190 78,745 64,558 61,447 58,033 58,033 58,033 58,033 54,619 54,619
Adjustment for nonoperating taxes 0 0 0 0 0 0 0 0 0 0

Net earnings 974,528 1,082,943 1,125,938 1,259,359 1,385,513 1,541,634 1,852,247 2,198,398 2,584,297 3,043,878

Forecasted Income Statement
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Appendix 43: Operating Tax & Deferred Tax Forecast 

 

 

 

 

  

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Marginal tax rate 28% 28% 28% 28% 28% 28% 28% 28% 28% 28%
EBIT 2,138,390.02 2,307,482.98 2,283,174.15 2,488,714.01 2,710,675.06 2,941,934.30 3,350,962.33 3,752,358.55 4,129,507.83 4,506,927.52
Marginal taxes on EBIT 598,749.21 646,095.24 639,288.76 696,839.92 758,989.02 823,741.60 938,269.45 1,050,660.40 1,156,262.19 1,261,939.70
Other operating taxes:
Foreign rate differences 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operating taxes 598,749.21 646,095.24 639,288.76 696,839.92 758,989.02 823,741.60 938,269.45 1,050,660.40 1,156,262.19 1,261,939.70
Change in net operating tax liabilities -39,189.76 -78,745.21 -64,558.46 -61,446.74 -58,033.03 -58,033.03 -58,033.03 -58,033.03 -54,619.32 -54,619.32
Operating cash taxes 559,559.44 567,350.03 574,730.31 635,393.18 700,955.99 765,708.57 880,236.42 992,627.37 1,101,642.87 1,207,320.38

Operating taxes

2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Tax loss carry-forwards 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operating deferred-tax assets (liabilities) -288,465.76 -367,210.97 -431,769.42 -493,216.16 -551,249.19 -609,282.22 -667,315.25 -725,348.28 -779,967.60 -834,586.92
Nonoperating deferred tax assets (liabilities) -70,529.00 -70,529.00 -70,529.00 -70,529.00 -70,529.00 -70,529.00 -70,529.00 -70,529.00 -70,529.00 -70,529.00
Change operational -39,189.76 -78,745.21 -64,558.46 -61,446.74 -58,033.03 -58,033.03 -58,033.03 -58,033.03 -54,619.32 -54,619.32

Deferred Tax Forecast
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Appendix 44: NAS Beta Regressions 

 

 

 

 

MSCI World

Regresjonsstatistikk
Multippel R 0.50626424
R-kvadrat 0.25630348
Justert R-kva 0.24348113
Standardfeil 0.16932077
Observasjon 60

Variansanalyse
fg SK GK F Signifkans-F

Regresjon 1 0.57306941 0.57306941 19.9888014 3.67683E-05
Residualer 58 1.66283236 0.02866952
Totalt 59 2.23590178

Koeffisienter Standardfeil t-Stat P-verdi Nederste 95% Øverste 95% Nedre 95,0% Øverste 95,0%
Skjæringspu 0.02153161 0.02186488 0.98475778 0.32883333 -0.022235706 0.065298935 -0.022235706 0.065298935
X-variabel 1 1.44366201 0.32290305 4.47088374 3.6768E-05 0.79730133 2.090022696 0.79730133 2.090022696

Dow Jones Global

Regresjonsstatistikk
Multippel R 0.51417214
R-kvadrat 0.26437299
Justert R-kva 0.25168977
Standardfeil 0.16839965
Observasjon 60

Variansanalyse
fg SK GK F Signifkans-F

Regresjon 1 0.59111204 0.59111204 20.8443045 2.64271E-05
Residualer 58 1.64478974 0.02835844
Totalt 59 2.23590178

Koeffisienter Standardfeil t-Stat P-verdi Nederste 95% Øverste 95% Nedre 95,0% Øverste 95,0%
Skjæringspu 0.02081183 0.02174987 0.95687134 0.3426038 -0.022725268 0.064348923 -0.022725268 0.064348923
X-variabel 1 1.41509326 0.3099498 4.56555632 2.6427E-05 0.794661335 2.035525187 0.794661335 2.035525187
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S&P Global 1000

Regresjonsstatistikk
Multippel R 0.50672643
R-kvadrat 0.25677168
Justert R-kva 0.24395739
Standardfeil 0.16926746
Observasjon 60

Variansanalyse
fg SK GK F Signifkans-F

Regresjon 1 0.57411625 0.57411625 20.0379301 3.60735E-05
Residualer 58 1.66178553 0.02865147
Totalt 59 2.23590178

Koeffisienter Standardfeil t-Stat P-verdi Nederste 95% Øverste 95% Nedre 95,0% Øverste 95,0%
Skjæringspu 0.02135659 0.02185891 0.97701956 0.3326171 -0.022398784 0.065111957 -0.022398784 0.065111957
X-variabel 1 1.42542112 0.31843204 4.47637466 3.6073E-05 0.788010143 2.062832102 0.788010143 2.062832102

OBX

Regression Statistics
Multiple R 0.4536154
R Square 0.20576693
Adjusted R S 0.19207325
Standard Erro 0.17497917
Observations 60

ANOVA
df SS MS F Significance F

Regression 1 0.46007464 0.46007464 15.0264227 0.000272658
Residual 58 1.77582713 0.03061771
Total 59 2.23590178

CoefficientsStandard Erro t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 0.01966219 0.0226144 0.8694546 0.38818248 -0.025605444 0.064929829 -0.025605444 0.064929829
X Variable 1 1.07264226 0.27671143 3.876393 0.00027266 0.518744152 1.626540367 0.518744152 1.626540367
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Appendix 45: Peer Beta Regressions 

 

 

 

 

SAS-MSCI World

Regresjonsstatistikk
Multippel R 0.42369272
R-kvadrat 0.17951552
Justert R-kva 0.16536923
Standardfeil 0.17910226
Observasjon 60

Variansanalyse
fg SK GK F Signifkans-F

Regresjon 1 0.40706311 0.40706311 12.6899414 0.00074278
Residualer 58 1.86050194 0.03207762
Totalt 59 2.26756505

Koeffisienter Standardfeil t-Stat P-verdi Nederste 95% Øverste 95% Nedre 95,0% Øverste 95,0%
Skjæringspu -0.01939336 0.023128 -0.83852294 0.40517964 -0.065689069 0.026902358 -0.065689069 0.026902358
X-variabel 1 1.216726 0.34155684 3.56229441 0.00074278 0.533025721 1.900426289 0.533025721 1.900426289

easyJet-MSCI World

Regresjonsstatistikk
Multippel R 0.34651081
R-kvadrat 0.12006974
Justert R-kva 0.10489853
Standardfeil 0.0934652
Observasjon 60

Variansanalyse
fg SK GK F Signifkans-F

Regresjon 1 0.06913742 0.06913742 7.91431466 0.006684172
Residualer 58 0.50667308 0.00873574
Totalt 59 0.5758105

Koeffisienter Standardfeil t-Stat P-verdi Nederste 95% Øverste 95% Nedre 95,0% Øverste 95,0%
Skjæringspu 0.01595137 0.01206943 1.32163375 0.19147968 -0.008208225 0.040110964 -0.008208225 0.040110964
X-variabel 1 0.50143944 0.17824273 2.81323918 0.00668417 0.144647847 0.858231033 0.144647847 0.858231033
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Ryanair-MSCI World

Regresjonsstatistikk
Multippel R 0.05564337
R-kvadrat 0.00309618
Justert R-kva -0.01409181
Standardfeil 0.19822876
Observasjon 60

Variansanalyse
fg SK GK F Signifkans-F

Regresjon 1 0.0070784 0.0070784 0.18013642 0.672826259
Residualer 58 2.2790893 0.03929464
Totalt 59 2.2861677

Koeffisienter Standardfeil t-Stat P-verdi Nederste 95% Øverste 95% Nedre 95,0% Øverste 95,0%
Skjæringspu 0.02331149 0.02559786 0.91068135 0.36623263 -0.027928187 0.074551169 -0.027928187 0.074551169
X-variabel 1 0.16044617 0.37803202 0.42442481 0.67282626 -0.596267132 0.917159472 -0.596267132 0.917159472

Air Berlin-MSCI

Regression Statistics
Multiple R 0.362756
R Square 0.131592
Adjusted R Sq0.116619
Standard Erro 0.064163
Observations 60

ANOVA
df SS MS F Significance F

Regression 1 0.036183 0.036183 8.788864 0.004392461
Residual 58 0.238781 0.004117
Total 59 0.274964

Coefficientsandard Err t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 0.005319 0.008381 0.634655 0.528149 -0.011457158 0.022095078 -0.011457158 0.022095078
X Variable 1 0.184178 0.062126 2.964602 0.004392 0.059819801 0.308535729 0.059819801 0.308535729
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Lufthansa-MSCI

Regression Statistics
Multiple R 0.68131574
R Square 0.464191137
Adjusted R Sq 0.454953054
Standard Erro 0.050399826
Observations 60

ANOVA
df SS MS F Significance F

Regression 1 0.12763595 0.127636 50.24756 2.0811E-09
Residual 58 0.147328261 0.00254
Total 59 0.274964211

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept -0.001892837 0.006524602 -0.29011 0.772769 -0.014953247 0.011167574 -0.014953247 0.011167574
X Variable 1 0.455749861 0.064293797 7.088551 2.08E-09 0.327051845 0.584447877 0.327051845 0.584447877

Finnair-MSCI

Regression Statistics
Multiple R 0.416084989
R Square 0.173126718
Adjusted R S 0.158870282
Standard Erro 0.06260998
Observations 60

ANOVA
df SS MS F Significance F

Regression 1 0.047603652 0.047603652 12.14375877 0.000944721
Residual 58 0.22736056 0.00392001
Total 59 0.274964211

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 0.004448223 0.008125838 0.547417109 0.586192603 -0.01181741 0.020713856 -0.01181741 0.020713856
X Variable 1 0.286833041 0.082310002 3.48478963 0.000944721 0.122071672 0.45159441 0.122071672 0.45159441
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Air France-KLM-MSCI

Regression Statistics
Multiple R 0.569624978
R Square 0.324472615
Adjusted R S 0.312825592
Standard Erro 0.056590765
Observations 60

ANOVA
df SS MS F Significance F

Regression 1 0.089218357 0.089218357 27.85884352 2.03439E-06
Residual 58 0.185745854 0.003202515
Total 59 0.274964211

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 0.002358887 0.007307478 0.322804525 0.748004141 -0.012268619 0.016986392 -0.012268619 0.016986392
X Variable 1 0.270288953 0.051209054 5.278147736 2.03439E-06 0.167782895 0.372795011 0.167782895 0.372795011

Southwest-MSCI

Regression Statistics
Multiple R 0.641709221
R Square 0.411790724
Adjusted R S 0.401649185
Standard Erro 0.052806821
Observations 60

ANOVA
df SS MS F Significance F

Regression 1 0.113227712 0.113227712 40.60436131 3.29334E-08
Residual 58 0.1617365 0.00278856
Total 59 0.274964211

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept -0.000424066 0.006824306 -0.062140519 0.95066458 -0.014084399 0.013236267 -0.014084399 0.013236267
X Variable 1 0.40193551 0.063076856 6.372155154 3.29334E-08 0.275673466 0.528197553 0.275673466 0.528197553
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Appendix 46: Industry Beta 

 

 

  

million, local currency NAS SAS Ryanair easyJet Air Berlin Lufthansa Finnair Air France- Southwest Average Median
Raw Beta (MSCI World) 1.44 1.22 0.16 0.50 0.71 1.02 0.60 1.20 1.02
Share price 18.04.2013 231.00       12.00          6.05            11.47          2.34            14.33          2.72            6.86            13.16          
Shares outstanding 34.92          329.00       1,455.59    396.00       116.80       459.95       128.14       300.22       728.10       
Market cap. 8,067.62    3,948.00    8,800.52    4,542.12    273.31       6,588.78    348.54       2,058.61    9,581.80    
Cash 1,473.71    1,703.28    2,655.60    726.92       327.94       1,436.00    67.00          3,420.00    1,113.00    
Capitalized lease 8,263.32    10,736.00 725.60       760.00       4,046.82    904.00       529.60       7,656.00    2,840.00    
Interest bearing debt 5,717.42    10,815.00 3,707.00    1,007.00    1,137.27    10,497.00 588.20       13,543.00 4,278.00    
Total Debt 13,980.74 21,551.00 4,432.60    1,767.00    5,184.09    11,401.00 1,117.80    21,199.00 7,118.00    
Net Debt 12,507.03 19,847.72 1,777.00    1,040.08    4,856.15    9,965.00    1,050.80    17,779.00 6,005.00    
D/E 1.73            5.46            0.50            0.39            18.97          1.73            3.21            10.30          0.74            
Net D/E 1.55            5.03            0.20            0.23            17.77          1.51            3.01            8.64            0.63            

Unlevered Beta 0.53            0.19            0.11            0.36            0.04            0.37            0.14            0.11            0.59            0.27         0.19         
Unlevered Beta (net debt) 0.57            0.20            0.13            0.41            0.04            0.41            0.15            0.12            0.63            0.30         0.20         
Relevered Beta (average) 0.74            1.74            0.41            0.38            5.39            0.74            1.14            3.05            0.47            
Relevered Beta (median) 0.51            1.22            0.28            0.26            3.76            0.51            0.79            2.13            0.33            
Relevered Beta (average, net debt) 0.75            1.78            0.35            0.36            5.54            0.74            1.19            2.85            0.48            
Relevered Beta (median, net debt) 0.51            1.22            0.24            0.25            3.79            0.51            0.81            1.95            0.33            

Industry Beta
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Appendix 47: NAS Income Statement Trend Analysis 

 

  

2005 2006 2007 2008 2009 2010 2011 2012
ASK 100% 155% 218% 333% 391% 514% 634% 748%

Passanger transport 100% 149% 210% 292% 331% 373% 471% 580%
Ancillary revenue 0% 0% 0% 100% 170% 223% 264% 303%
Other revenues 100% 153% 437% 299% 323% 871% 518% 622%
Total revenues 100% 149% 214% 316% 371% 436% 534% 652%

Sales and distribution costs 100% 124% 125% 153% 199% 223% 265% 366%
Aviation fuel 100% 183% 258% 522% 370% 544% 805% 973%
Airport charges 100% 151% 218% 305% 376% 469% 565% 626%
Handling charges 100% 153% 202% 307% 361% 431% 490% 538%
Technical maintenance 100% 147% 199% 276% 318% 336% 342% 381%
Payroll 100% 138% 208% 360% 436% 512% 614% 692%
Other operating expenses 100% 213% 254% 269% 308% 343% 390% 434%
Total operating costs 100% 163% 222% 349% 359% 444% 554% 638%
EBITDA 100% 68% 171% 124% 438% 388% 418% 731%
Depreciation 100% 215% 299% 396% 595% 850% 1334% 1806%
Lease Depreciation 100% 143% 235% 339% 493% 618% 659% 820%
EBITA 100% 44% 150% 67% 416% 314% 307% 633%
Amortization 100% 106% 174% 519% 361% 277% 445% 486%
EBIT 100% 41% 149% 45% 419% 316% 300% 640%

Operational tax 100% 42% 149% 49% 413% 316% 300% 640%
Operational cash tax 100% 54% 139% 30% 389% 154% 56% 480%
NOPLAT 100% 35% 154% 52% 433% 392% 416% 716%

NAS Trend Analysis
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Appendix 48: NAS Balance Sheet Trend Analysis 

 

  

2005 2006 2007 2008 2009 2010 2011 2012
Operating cash 100% 149% 214% 316% 371% 436% 534% 652%
Inventory 100% 53% 76% 93% 111% 180% 223% 186%
Trade and other receivables 100% 222% 246% 457% 415% 421% 536% 548%
Other receivables 100% 45% 147% 167% 136% 275% 583% 699%
Operating current assets 100% 179% 214% 374% 353% 383% 500% 527%

Trade and other payables 100% 158% 258% 278% 298% 425% 492% 625%
Air traffic settlement liabilities 100% 133% 245% 274% 362% 436% 553% 795%
Tax payable 0% 100% 4040% 890% 370527% 3253% 1627% 0%
Operating current liabilities 100% 147% 252% 276% 352% 430% 520% 705%

Net working capital 100% 91% 318% 108% 351% 511% 555% 1009%

Aircraft, parts and insallations on leased aircraft 100% 1175% 1150% 2869% 5341% 11462% 21197% 30569%
Equipment and fixtures 100% 76% 131% 167% 166% 141% 172% 315%
Buildings 0% 0% 100% 100% 100% 242% 242% 242%
Financial lease asset 0% 0% 0% 0% 100% 120% 107% 94%
Prepayment to Aircraft manufacturers 0% 0% 100% 223% 446% 633% 672% 899%
Tangible assets 100% 620% 1506% 3432% 6645% 11303% 16473% 23131%
Capitalized lease 100% 143% 235% 339% 493% 618% 659% 820%
Intangible assets 100% 104% 727% 620% 596% 658% 739% 744%
Noncurrent operating assets 100% 158% 294% 453% 706% 985% 1202% 1582%
Provision for periodic maintenance 100% 235% 291% 328% 202% 273% 235% 504%
Invested Capital 100% 169% 289% 527% 797% 1108% 1370% 1739%

NAS Trend Analysis
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Appendix 49: NAS Operating Lease Forecast 

 

  

tNOK 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E
Capitalization Rate 8 8 8 8 8 8 8 8 8 8
Lease Payment 1,272,105.81    1,210,014.93    1,107,034.94    1,302,394.05    1,486,899.87    1,671,405.69   1,855,911.51   2,040,417.34   2,214,069.88   2,387,722.42   
Capitalized operational lease 10,176,846.49  9,680,119.46    8,856,279.51    10,419,152.36  11,895,198.95  13,371,245.53 14,847,292.12 16,323,338.70 17,712,559.02 19,101,779.33 
Cost of Debt 8.58% 8.58% 8.58% 8.58% 8.58% 8.58% 8.58% 8.58% 8.58% 8.58%
Depreciations on capital lease 398,932.38        379,460.68        347,166.16        408,430.77        466,291.80        524,152.82       582,013.85       639,874.88       694,332.31       748,789.75       
Interest on capitalized lease 873,173.43        830,554.25        759,868.78        893,963.27        1,020,608.07    1,147,252.87   1,273,897.66   1,400,542.46   1,519,737.56   1,638,932.67   

NAS - Capitalized Lease Forecast (Moody's Methodology)
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Appendix 50: ASK/Barrel Forecast 

 

  

737-300 737-800 737-MAX a320 a320NEO 787-800
Liters per seat km 0.038 0.028 0.0224 0.03 0.0255 0.028
Liters per km 6 5 4 5 5 8
km per barrel 28 30 38 29 35 20
ASK/barrel 4184 5678 7098 5300 6235 5678

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
737-300 10 9 5 5 0 0 0 0 0 0 0
737-800 58 72 83 89 100 100 100 100 100 100 100
MAX 0 0 0 0 6 15 23 32 40 48 56
Neo 0 0 0 0 6 14 23 31 40 48 56
Dreamliner 0 3 7 8 8 8 8 8 8 8 8
Total 68 84 95 102 120 137 154 171 188 204 220

ASK/Barrel total 5458 5518 5599 5605 5777 5890 5973 6045 6099 6143 6181
Index 100.0% 101.1% 102.6% 102.7% 105.8% 107.9% 109.4% 110.7% 111.7% 112.5% 113.2%

ASK per Plane Forecast
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Appendix 51: EV/EBITDAR Equation Derivation 

 

𝐸𝑉
𝐸𝐵𝐼𝑇𝐷𝐴𝑅

=
𝑅𝑂𝐼𝐶 − 𝑔
𝑊𝐴𝐶𝐶 − 𝑔

×
1

𝑅𝑂𝐼𝐶
× (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒) 

→
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

=
𝑅𝑂𝐼𝐶 − 𝑔
𝑊𝐴𝐶𝐶 − 𝑔

 

→ 𝑔 + 𝑊𝐴𝐶𝐶 �
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

�

− 𝑔 �
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

� = 𝑅𝑂𝐼𝐶 

→ 𝑔 − 𝑔 �
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

�

= 𝑅𝑂𝐼𝐶 −𝑊𝐴𝐶𝐶 �
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

� 

→ 𝑔�1 − �
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

��

=  𝑅𝑂𝐼𝐶 −𝑊𝐴𝐶𝐶 �
𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄

1
𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)

� 
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→ 𝑔 =
𝑅𝑂𝐼𝐶

�1 − � 𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄
1

𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)
��

−

𝑊𝐴𝐶𝐶 � 𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄
1

𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 −𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)
�

�1− � 𝐸𝑉 𝐸𝐵𝐼𝑇𝐷𝐴𝑅⁄
1

𝑅𝑂𝐼𝐶 × (1 − 𝑡) × (1 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒) × (1 − 𝑅𝑒𝑛𝑡 𝑟𝑎𝑡𝑒)
��

 

Where, 

• EV = Enterprise Value 
• EBITDAR = Earnings before interest, tax, depreciation, amortization, and rent (lease cost) 
• ROIC = Return on invested capital 
• WACC = Weighted average cost of capital 
• t = marginal tax rate 
• Depreciation rate =  Depreciation and amortization

𝐸𝐵𝐼𝑇𝐷𝐴𝑅
 

• Rent rate =  𝐿𝑒𝑎𝑠𝑒 𝑐𝑜𝑠𝑡
𝐸𝐵𝐼𝑇𝐷𝐴𝑅
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Appendix 52: Credit Rating Equations 
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Source: Standard & Poor’s 

  



 

185 
 

 

Appendix 53: Synthetic Credit Rating – NAS 

 

 

 

  

2012
EBIT interest coverage 1.84
EBITDA interest coverage 2.70
FFO/Debt 10.64 %
FCF/Debt -15.01%
Return on Capital 10.75 %
Operating Margin 16.78%
Debt/Capital 83.61%

S&P Synthetic Credit Rating NAS

Rating AAA AA A BBB BB B CCC CC C
Spread 0.40% 0.70% 1.00% 2.00% 4.00% 6.50% 8.75% 9.50% 10.50%

Yield spread over US treasuries by bond rating, January 2013, source: Damodaran
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Appendix 54: Credit Rating Peers 

 

 

 

 

 

 

 

  

AAA AA A BBB BB B CCC-C
EBIT interest coverage X
EBITDA interest coverage X
Debt/Capital X
Total Rating X

S&P Rating - SAS

AAA AA A BBB BB B CCC-C
EBIT interest coverage X
EBITDA interest coverage X
Debt/Capital X
Total Rating X

S&P Rating - easyJet

AAA AA A BBB BB B CCC-C
EBIT interest coverage X
EBITDA interest coverage X
Debt/Capital X
Total Rating X

S&P Rating - Ryanair
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Appendix 55: Jet Fuel and Oil Price Regression 

 

  

Oil vs Jet Fuel Regression

Regression Statistics
Multiple R 0.994725233
R Square 0.989478288
Adjusted R Sq0.989434264
Standard Erro 4.0601643
Observations 241

ANOVA
df SS MS F Significance F

Regression 1 370514.3137 370514.3137 22475.93533 2.2589E-238
Residual 239 3939.899261 16.48493415
Total 240 374454.213

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%
Intercept 2.515150914 0.448047188 5.613584872 5.47768E-08 1.632525128 3.3977767 1.632525128 3.3977767
X Variable 1 1.140437279 0.007606984 149.919763 2.2589E-238 1.125451982 1.155422577 1.125451982 1.155422577
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Appendix 56: Executive Management Compensation 

 

Total compensation option based total option in % average
Bjørn Kjos 1,497.00 256.40 1,753.40 14.62% 10.81%
Frode Foss 1,920.00 280.63 2,200.63 12.75%
Asgeir Nyseth 1,889.00 295.74 2,184.74 13.54%
Hans Petter Aamby 1,014.00 346.67 1,360.67 25.48%
Per Iver Gjørvad 1,050.00 39.22 1,089.22 3.60%
Daniel Skjeldam 1,306.00 138.66 1,444.66 9.60%
Gunnar Martinsen 1,413.00 104.12 1,517.12 6.86%
Anne Sissel 1,394.00 0.00 1,394.00 0.00%

Executive Management Compensation (2012)
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