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 International Airlines Group is currently facing a crucial 

moment of its history since Iberia is going through a deep 

restructuring plan in order to recover the series of structural 

problems that led the spanish arm to burn almost 1,7 million of € 

each day of operations. IAG top management knows this 

restructuring plan could affect the short-term operations of Iberia 

but as already happened within the UK business segments, it is 

the only way to create a solid and strong airline company  for the 

long-term period.  

 On day 8 November, the Group has announced the will to 

launch a cash tender offer for the 54,15%% share capital of 

Vueling  where Iberia  already owns the remain 45,85% of it.  

 On the British side everything seems easier and 

straightforward: British Airways, after the Olympic games has 

came back at the level of 2011 and we forecasts a FY 2012 EBIT 

of €312 million.  

 The high sensitivity of the aviation market to the GDP 

trend will force us to constantly keep the eyes on the 

macroeconomic Spanish situation which still challenging even 

though outlooks for 2013 show small improvements. Good news 

on the fuel price, it dropped 4% respect 3Q 2011 reaching a price 

of 110,1$/b while bad new on the Euro, depreciated for 11% 

against the USD $  
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Recommendation: HOLD 

Vs Previous Recommendation               BUY 

Price Target FY11: 2.44 € 

Vs Previous Price Target 0.00 € 

Price (as of 27-Mar-13) 2.44€ 

Reuters: xxx, Bloomberg: IAG:SM 

  
52-week range (€) 1.678-2.293 

Market Cap (€m) 3.914,83 

Outstanding Shares (m) 1.855 

  

Source: Bloomberg 

  

 

Source: Bloomberg 

  
(Values in € millions) 2011 2012E 2013F 

Revenues 16.103 18.100 18633 

EBITDA 1.877 1.578 2.163 

Net Profit 582 -198 239 

EPS 0,28 -0,08 0,10 

P/E  18,89  

ROIC 4,59% -0,6% 3,24% 

ROCE 3,8% -0,5% 2,7% 

Revenue/Asset 0,8 0,8 0,8 

Asset/Equity 3,5 3,9 3,8 

    

    

Source: Analyst estimation; Bloomberg; 4traders 

 
 
 
 
 
 
 

speralta
Rectangle



 

 

“INTERNATIONAL AIRLINES GROUP” COMPANY REPORT 

 
 

 

 

 

 

 
  PAGE 2/38 
 

 

 

 

 

 

 

Table of Contents 

THE AIRLINES INDUSTRY ...................................................................... 3 

COMPANY OVERVIEW ........................................................................... 7 

THE BUSINESS SEGMENTS ................................................................... 9 

IBERIA ............................................................................................................. 9 

IBERIA TRANSFORMATION PLAN: .................................................................. 10 
NETWORK RESHAPING ............................................................................... 10 
THE FLEET ................................................................................................ 11 
JOBS REDUCTION ....................................................................................... 11 

NEW COMMERCIAL INITIATIVES AND SOURCES FOR RESTRUCTURING ............. 11 
PROFITABILITY AND MARKETS ANALYSIS ...................................................... 12 
THE LATAM MARKET .................................................................................. 12 
IBERIA EXPRESS ........................................................................................ 13 

BRITISH AIRWAYS ....................................................................................... 15 

PROFITABILITY AND MARKETS ANALYSIS ........................................16 

GROUP FORECAST ANALYSIS ............................................................18 

SHAREHOLDER STRUCTURE ..............................................................21 

COMPARABLES .....................................................................................22 

VALUATION ............................................................................................24 

WACC AND DCF .....................................................................................25 

VUELING .................................................................................................26 

VUELING MARKET ANALYSIS ..............................................................27 

VUELING’S VALUATION ........................................................................28 

CONCLUSION .........................................................................................28 

APPENDIXES ..........................................................................................30 

 

                   



 

 

“INTERNATIONAL AIRLINES GROUP” COMPANY REPORT 

 
 

 

 

 

 

 
  PAGE 3/38 
 

 

 

 

 

 

 

      The Airlines Industry 

The high fuel prices and an increasingly competitive environment are driving 

airlines industry toward a fast consolidation. In fact, the financial crisis has 

slashed the access to convenient source of capital and a capital intensive 

business such as airlines forces the firms to look for partners to merge and take 

advantage from larger economies of scale and synergies. Additionally 

consolidation is facilitated from other reasons such as the continuous decrease 

regarding State participations in the companies, fostering privatisation through 

the entrance of new investors (i.e. TAP,SAS and Air Lingus) and by the gradual 

deregulation which tends to be greater in the next five years.  

Hence, airlines companies are obliged to seek and create synergies with new 

partners also through membership, alliances and codeshares in order to entry in 

new markets and  so reducing the exposure to single-region risk.  

Aviation market has grown 7% each year during the last 10 years (IATA) due to 

an increase in leisure travel and tourism. Business travelling has increased 

significantly as well due to the crescent companies’ internationalization. As a 

response of that, airlines carriers have to provide higher quality customer 

experience and consolidation allows firms to do that integrating “point to point” 

service with long haul flight amplifying the range of products for customers by 

controlling costs. Air France-KLM, Latam and IAG are the real witness of this 

market trend and it is starts to make the difference between the standalone rivals. 

The possibility to establish an efficiency program of cost-cutting and increase 

revenues from synergies, the chance to manage the extra-capacity and the 

opportunity to set it in order to coincide with market demand, are some of the 

factors that nowadays are crucial to survive in a such competitive environment.  

Source: IATA; ICAO 

Moving toward  
consolidation 

 

2013: a slight improvement for 
European carriers 
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According to IATA forecasts for 2013, European carriers will enjoy a slight around 

110$/barrel and the Eurozone crisis. On the other hand Asia-Pacific airlines will 

be the best performers in 2013 achieving an overall Net Profit of 3,1$ billion.  

Source: IATA  

As we can see from the chart, from 1970 until 2010 airlines have reported losses 

when GDP growth has been below 2%. Fortunatly, in 2013 the world GDP should 

should move away from this dangerous value reaching an increase of 2,5% 

although so far carriers have been able to struggle against, delivering good 

results. 

 

To better understand how much Airlines industry is competitive we should look at  

the values of Return on invested capital and WACC whereas the first will reach 

an average of 3%, substantially below the latter which presents a value around 

7,2%. In fact, in a similar risky industry, investors are expecting to achieve a 

return of a least 7,5%(IATA). Last October, the traffic volumes measured in RPK 

(Revenue-Passenger-Kilometers), have shown in the European market an 

increase of 5,4% in year to date range compared to YTD 2011 while the available 

seats measured in ASK (Available-Seats-Kilometers) have shown a rising of 

3,3% in the same period of time. Finally, four small standalone European carriers 

went bankrupt between the end of 2011 and the beginning of 2012, whereas one 

Asia-Pacific airlines will 
achieve the best results in 

2013 

2013: a slight improvement for 
European carriers 
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of these is the Spanish carries Spanair that on 28 January 2012 ceased its 

operations, a strong signal that clearly show the crucial role of the mergers to 

survive in this industry nowadays. 

 

Continuing looking worldwide, traffic volume forecasts for 2013 measured in 

tonne kilometres performed (tkp) will achieve an increase of 4,5% while 

scheduled passengers will jump from 2.973 millions in 2012 to 3.101 always in 

2013. The Cargo business finally will return profitable in 2013 with traffic growing 

at a quite faster pace (+2,4% tkp) after the last two years marked by a negative 

trend. 

 On the costs side, non-fuel unit costs have been forecasted to present a 0,0% 

increase in both years 2012 and 2013, showing that airlines operators have 

learnt to be efficient, keeping expenses under control and exploiting the use of 

new technologies and the opportunity of economies of scale provided by the 

higher bargaining power on suppliers due to larger sizes after consolidation. 

Furthermore, considering the tremendously elevated costs of crude oil, airlines 

companies are forced to keep an eye on the best costs management practices.  

As we just said, oil price is a crucial issue in the airlines industry since it 

represents almost the 35% of the total operating expenses of each carrier. 2012 

together with 2011 have been certainly the years where oil prices have affected 

most the companies’ margins reaching an average of 110$/barrel. On the other 

hand, due to a new supply from North America and measures taken by OPEC 

and Saudi Arabia will bring the price of oil down in 2013 to an average of 

Brent oil prices and World trade growth 
2013 forecasts  
 

 
        
 

       Source: IATA 

 
 
 
 

Tough times for small standalone 

carriers 
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105$/barrel. Hence, talking about what remains at the end in the hand of the 

shareholders, IATA forecasts a whole Net Profit for 2013 of approximately 7,5 

$billion respect the 4,1 carried out in 2012 even though it represents a margin of 

only 1,1%. 

Global commercial airlines traffic and financials 2003-2013F 

Source: ICAO; IATA 

Real rearing horses of this industry, low-cost carriers (hereinafter called “LCC”) 

are the biggest challenge for the legacy carriers in the short haul market and 

point-to-point service. In fact, taking off the one piece of checked luggage, 

eliminating all the meals on board and offering really cheap tickets, LCCs have 

been able to increase their revenue and gain a huge portion of market share 

jeopardizing the short haul network of the biggest firm. On the other hand, LCC 

are more sensitive than legacy carriers to the oil price whereas it can reach the 

45% of the entire cost structure. Another theoretical drawback of these kind of 

operator is the inability to exploit some of the economies of scale that larger 

airlines can enjoy such as favourable catering contracts but actually this is an 

issue that does not care too much due to the decision to remove meal and drink 

on board without additional payments. Regarding the specific competition of 

Iberia and British Airways with European LCC we well discuss later on during the 

business segments analysis. 

 

 

LCCs are still gaining market 

share in the short-haul market 

 
 Source: IMF 
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                LCC European Market share in terms of capacity: 2001-2013 

  

 

Source: CAPA- Centre for aviation and Innovata 

Company overview 

 International Consolidated Airlines Group is a holding company, parent of Iberia, 

British Airways an British Midland International, acquired last April from the 

German carrier Lufthansa. It is the third biggest airlines group in Europe after Air 

France-Klm and Lufthansa and the sixth in the world based on revenue. The 

Group has been created on 21
st 

of January 2011 with the decision to leave the 

operating companies with their own brands. Currently the fleet includes 398 

aircrafts carrying passengers over more than 200 destinations worldwide. Both 

Iberia and British Airways are members of the Oneworld alliance, the airlines 

union that provide a high-quality service such as priority boarding, access to First 

class lounges, priority on waitlists and many other to frequent flyers. Oneworld 

has been awarded as best world airlines alliance during the World’s Travel 

Awards in 2010. IAG operates from its main hubs such as London Heathrow 

(British Airways) and Madrid Barajas (Iberia). 

 On 2011 the group declared its strong interest in the Portuguese flag carrier TAP 

which could definitely reinforce IAG’s market share in a fast growing market such 

as Brasil whereas the Lusitanian carrier has an indisputable leadership. 

IAG wholly owned airlines: 

British Airways 

Iberia 

Sun Air of Scandinavia 

Iberia Regional (Air Nostrum) 

Iberia Express 

OpenSkies 

BA CityFlyer 

BMI 
Source: CAPA- Centre for aviation and 
Innovata 
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Company’s share are currently traded on the London Stock exchange and 

Spanish Stock exchanges. 

Currently the IAG is developing a series of scalable platforms related to the IT 

and back office functions that will facilitate the new entry of other carriers in the 

group. Nowadays the major part of the company’s profitability comes from the 

long haul markets especially the Americas ones. On the national and domestic 

side, IAG has to face the crescent power of the low-fares carriers such as 

Ryanair and Easyjet, which are acquiring a larger market share every year 

providing a quality-price service hard to compete in a current economic situation 

remembering the high sensitivity between aviation market and GDP. IAG’s 

mission is to be the leading international airlines company in the future industry 

consolidation, both on a regional and global scale and we strongly believe that 

further airlines will join the Group taking advantage from synergies and 

economies of scale 

IAG planned revenue synergies and cost saving 

 

Source: IAG; CAPA- Centre for aviation and Innovata 

As we can see from the exhibit above, in 2011 the initial synergies target of €72 

million was largely exceeded of  €62 million. Always looking at the graph we can 

figure out that cost saving will gradually exceed the revenue synergies in the next 

three years. 

 

IAG has minority interests in: 

Comair (18%) 

Flybe (15%) 

Vueling Airlines (46%) 

Royal Air Maroc (1%) 

Air Mauritius (2,3%) 
Source: CAPA- Centre for aviation and 
Innovata 

 

Revenue synergies and cost 

saving 
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Revenue Synergies Cost Synergies 

Fare combinability across BA and Iberia Sales force integration in BA and Iberia home 
markets and many other 

Codeshare in 33 destinations Numerous joint purchases made using economies 
of scale 

Cross selling through airline channels Joint crew hotel accommodation 

Cargo single business with increased network Single management teams in several airports 

Avios single currency customer loyalty 
programme 

Sharing of customer lounge facilities 

Cargo- joint trucking deals, joint customer 
incentives 

Benefits from engineering services  

  Restructuring of IT departments 

                    Source: IAG 

                        The Business segments: 

Iberia 

Founded in the June  of 1927, Iberia Lineas Aéreas de España is the Spanish 

flag carrier, which operates in the domestic and international market. The 

company, which operates from its main hubs located at Madrid Barajas Airport, is 

leader in the Spain to Latin America market with 18 daily departure every day to 

that area. Iberia has a fleet of 103 aircraft in service flying to 102 destination in 

37 countries and owns 45,85% of the total share capital of Air Vueling, a low-

fares Spanish carrier. Currently the firm is facing one of the most difficult moment 

in its history due to the persistence of numerous structural problems that led the 

Spanish arm of the group to burn €1,7 million every day of operation deriving 

from the unprofitable short haul network and high employee costs. IAG’s CEO 

Willie Walsh said that Iberia is definitely fighting for survival and a detailed 

transformation plan has been announced on day 9 November after the 3Q 

earnings announcement. We are going now to analyse this restructuring plan 

point by point trying to figure out how IAG will try to recover the Spanish business 

unit. 

 

Oneworld alliance 
member airlines 

airberlin 

American Airlines 

British Airways 

Cathay Pacific 

Finnair 

Iberia 

Japan Airlines 

Lan 

Mexicana 

Qantas 

Royal Jordanian 

S7 Airlines 
Source: Oneworld 
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Iberia transformation plan: 

 Stem Iberia’s cash  losses by mid-2013; 

 Turnaround in profitability of at least €600 million from 2012 levels to 

align Iberia with IAG’s target return on capital of 12 per cent by 2015 

 Network capacity cut by 15 per cent in 2013 to focus on profitable routes 

 Downsizing its fleet by 25 aircraft – five long haul and 20 short haul 

 Reduction of 4500 jobs to safeguard around 15.500 posts across the         

airline. Thisis in line with capacity cuts and improved productivity across 

the airline 

 New commercial initiatives to boost unit revenues including increased 

ancillary sales ans website redesign 

 Discountinue non-profitable third party maintenance and retain profitable 

ground handling services outside Madrid 

 The trasformation will be funded from Iberia’s internal resources 

 

Network reshaping 

Starting from the network reshaping, Iberia does not have any long haul flight 

after midday and so there is an excess of short haul non-profitable routes 

causing most of the losses of everyday operations. As we mentioned before, IAG 

has to compete with the strong power of the low-cost carrer in the domestic and 

european market and the first reaction the Group made was to launch the a low-

fares subsidiary Iberia Express during last June which was immediately profitable 

during its first three months of operations. Apparently this was not enough to 

recover losses and gain part of that market share lost during these last three 

years. Hence, from 1Q 2013 15% of the network will be cut focusing just on 

profitable routes, and two years of profits will be given to these “new” routes to be 

considerated profitable, if not they will be cut as well.  

 

 
Source: IAG 

 
 
 
 
 
Iberia top 10 largest routes by capacity ( seats per 
week) 2012 

 
Source: CAPA- Centre for Aviation and Innovata 
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The Fleet 

Consistent reductions will be applied also to the fleet which will see a downsizing 

of 25 aircrafts, 5 operating in the long haul and the remaining 20 in the shorthaul. 

Still not possible to know which aircrafts will be removed wheter owned or leased 

(finance or operating leases) even if in our opinion the top management will opt 

for a mix composed mainly from operating leases and just a small part from 

finance ones in order to avoid penalties due to early contract termination.  

Jobs reduction 

Definitely the theme that caused the strongest turmoil during the last two weeks, 

the announced jobs reductions of 4.500 posts has been welcomed from SEPLA, 

the Iberia pilots’ union, as an attempt to dismantling the company and they stated 

to strike week before Christmas. In fact, during the days 14-17-21 of December, 

Iberia’s staff will not serve the feed the carrier’s operations and the union leader 

will try to found in the government an ally and figure out a solution to mediate 

with Willie Walsh, considering the already tough Spanish situation characterized 

by an unemployment rate of 26%. Iberia staff costs over revenue present a value 

of 28% whereas the average of the industry lies around 23%. On the other hand 

IAG’s CEO is truly convinced about this reduction already did from his biggest 

rivals such as Lufthansa and Air France–Klm which started to enjoy benefit from 

3Q 2012. Furthermore, Walsh stated that if IAG will not find an agreement with 

Iberia’s union until the end of the year, the Group will have to take stronger and 

deeper actions consisting in further jobs scraps. Finally, on November 30
th 

IAG 

and British Airways have filed a claim in the UK High court against SEPLA due to 

the 18 days of strike performed during the period between December 2011 and 

April 2012 for the launch of the new subsidiary Iberia Express 

 

New commercial initiatives and sources for restructuring 

The target operating profit for 2015 of €1,5 billion has been incremented to €1.6 

billion during last weeks and in order to achieve this goal and return Iberia 

profitable with of at least €600 millions from 2012 levels IAG understood that 

marketing and ancillary revenues could provide a significant slice of this cake. 

 
  
 

    
    Source: Iberia; CAPA-centre for aviation and Innovata 

                     
       

 
          Source: IAG; Analysts estimations 

New brand and website redesign 

to boost ancillary revenues 
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Hence, a website redesign will be done during this period and likely also a 

fresher version of the Iberia’s brand could be possible in the 1Q 2013. Talking 

about the expenses of this transformation plan, IAG estimated that will be nearly 

€300 million and it will be carried out completely with internal resources. 

Therefore we believe Iberia will sell a significant part of its stake in Amadeus 

Holding S.A, the Spanish GDS company which takes care about the ticketing 

side of the airlines’ flights. Currently the Spanish flag carrier holds 7,5% of 

Amadeus’s equity with a value of €421 millions written in IAG balance sheet as 

available-for-sale-financial-asset.  

Profitability and markets analysis 

Underlying Spanish market conditions still tough with a first injection of €37 

billions from ECB for the recapitalization of the four main national banks that will 

arrive to Madrid during this week. This is just a fragment of the whole package of  

€100 billions that Bruxelles will deliver to Spain during the next moths. Spain is 

going through the fifth years of economic slump and fortunately 2013 forecasts 

show modest improvements in GDP after having reached its minimum values of -

1,8% in the FY 2012.  Furthermore AENA (Aeropuertos Españoles y Navegación 

Aérea) on 1 July 2012 doubled the airport departure taxes at the main Iberia’s 

hub such as Madrid Barajas and Barcelona El Prat and Iberia did not apply these 

charges to customers who bought ticket before this date. Hence this caused €20 

millions of additional costs for the flag carrier and affected even further the 

already flat Spanish market.  

Then, talking about where the profitability comes, the domestic market is 

nowadays the thorn in the side for Iberia which has an excess of point-to-point 

daily flight causing the largest part of the losses. Iberia is responsible of the 25%-

28% of the total Group turnover and whereas almost the half derived directly from 

the Spanish market.  

                                           The LatAm Market 

Due to cultural affinities, a strategic and new hub in Madrid, Iberia has always 

been the leading airlines company in the Spain-Latin American routes. In fact, 

with 19% of its total international capacity, Latin America represents definitely 

Iberia’s core long-haul market.  

Double airport taxes at Madrid 

Barajas and Barcelona El Prat 

Iberia international capacity (%seats) by region 
in 
2012

 
Source: CAPA- Centre for Aviation and Innovata 

Latin America’s leadership is at 

risk 
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 In 2Q2012 unit revenue measured in RASK rose 7,5% in a year-on-year 

comparison, representing the larger gain in RASK for IAG’s markets despite a 

decrease of 2,2% in capacity. Anyway, Mr Walsh state that unit revenues can 

grow further due to a better management performance. As matter of fact, 

according to CAPA (Centre for Aviation) “Iberia offers the widest network and the 

most capacity on routes from Europe to Latin America; however it does not have 

a dominant position in any of the largest markets. Furthermore, while the Spanish 

arm of the Group is continuing to cut capacity, European competitors such as Air 

France-KLM and Lufthansa are adding seats and increase flight frequencies.  

Then, on the other side, Iberia has to stumble across the flourishing of small and 

medium size Latin American carriers that offer competitive prices for flights from 

South America to Europe and investing in new fleet toward mergers and 

acquisitions. Aerolinas Argentinas holds a 25% market share on routes from 

Argentina to Western Europe against the 27% held by Iberia. In November 2012 

traffic statistics show a -1,6% passengers carried to Latin America and Caribbean 

on a year-to-date comparison with 2011 and a decrease of -0,1% in RPK, -1,7% 

in ASK and an increase of +1,3pts Passenger Load Factor (PLF).  

Main European Airlines capacity to Latin America 2012 

 

Source: CAPA-Centre For Aviation and Innovata 

Iberia Express 

Coming back to the European market, the scene shows a significant increase of 

market share in favour of LCC (Low-cost carriers) such as Ryanair and Easyjet 

which applying low fares to customers in a always wider range of destinations 

throughout the European territory are able to control the short haul and point-to-

European competitors are 

increasing capacity 

Iberia Express: not a tipical LCC 
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point service. As we said before, Iberia reacted launching last June the new 

subsidiary Iberia Express that has been immediately profitable. According to its 

CEO, the new subsidiary will not be a traditional LCC, providing the same quality 

of the mainline and applying a four-tiered structure. 

 In Madrid LCCs are logistically advantaged compared to other cities because 

they do not operate in secondary airports. In fact both Ryanair and Easyjet have 

their hub in Barajas Airport, even closer to the city centre than Iberia, which 

operates in the new Terminal 4. Furthermore, due to the central position of 

Madrid in the Spanish territory, the high-speed rail that is constantly growing 

nowadays threatens the short haul network as a substitute product. Transfer 

passengers represent the 70% of long haul passengers in Madrid Barajas, hence 

there is desperate need of a point-to-point service which connects the long flights 

and that ensure a stable source of profit. In the meantime, IAG management 

have found another feasible solution in the takeover of Air Vueling, announcing 

the will make a bid of €113 millions in 1Q 2013 for the 54,15% of the total share 

capital, whereas the other 45,85% is already owned by Iberia.  

In fact, the Barcelona based carrier, has been one the few Spanish companies 

that increased capacity during these nine months of 2012 amplifying the number 

of its routes outside Spain. We will go more into details about the Vueling 

takeover in the next paragraphs.  

Africa’s market, still challenging for IAG and for all the other international carriers. 

Anyway IAG has always shown a great interest especially in the sub-Saharan 

area and in November 2012, year-to-date traffic statistics prove a steep increase 

in traffic and seats with number of total passenger carried +15,5%, RPK +11,4% 

and ASK +8,8% respect 2011 (Group performance). Currently Iberia has 31 

routes directed to the African continent departing from its main hub Madrid 

Barajas.  

According to our analysis Iberia will be able to return profitable just in FY 2014 

with an operating profit of €19 millions while we forecast a FY 2012 and FY 2013 

operating loss of €389 and €217 millions respectively. Total passenger revenues 

will increase for 1,35% in FY 2012 respect FY 2011 but fuel costs 20% up 

summed with the previously descripted structural problems, will force the Spanish 

carriers to incur in a significant loss, deeper than the one achieved in FY 2011.  

LCC market share Spain-International in terms of 
capacity 2012 

 
Source: CAPA-Centre for Aviation and Innovata 

African market still showing 

good opportunities 
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Capacity growth measured in ASK will be down -2,5% in FY 2012 and up 1,0% in 

FY 2013. Traffic volumes measured in RPK will be down -1,0% in FY 2012 and 

0,50% up in FY 2013. FY 2015 in our opinion will be the year where we will see a 

real solid Iberia with an operating profit of €191 millions. Fuel cost, will be down -

4,5% in FY 2012 but they will rise again of approximately 7,5% from FY 2013 to 

FY 2016.  

On the cargo side, the business unit created in April 2011 announced on 25 

November its quarterly results for the period July to September 2012 whereas 

revenue of €298 millions up +3,5% against the same quarter of 2011.  

However, as we mentioned at the beginning talking about the industry, 2012 has 

been a tough year for the overall cargo sector even though IATA (International 

Air transportation Association) forecasts for 2013 show cargo business to recover 

quickly this year. On the specific Iberia’s side we forecast cargo down -2,50% in 

the FY 2012 while a slight improve of 1,0% in the FY 2013. 

 Additionally, on 28 September 2012 Iberia Maintenance signed a three-year 

contract with Orbest Airlines where it will take care about the maintenance of 

components of the Airbus’ fleet of the Palma de Mallorca based Airlines.  

Finally,if the past is a good teacher, the restructuring plan carried out by Willie 

Walsh to British Airways in 2005 has proven to be crucial for the long-term 

operation of the British carrier, creating a solid and profitable company, hence we 

do believe Iberia transformation plan could stem the losses of the Spanish arm 

achieving an operating profit of €294 millions in 2016. 

 

British Airways 

Founded in the 31
st
 March 1974 in London, British Airways is the UK’s largest 

carrier, with a total fleet of 245 aircraft in service (December 2011).  It flies over 

more than 400 destinations worldwide and is one of the leaders in the premium 

travel market. As Iberia, also British Airways is member of the Oneworld Alliance 

and through joint business agreements and codeshares, the company presents 

one of the wider range available in the market regarding routes and services to 

propose to its customers. Its main important hubs are situated in London:  

A tough year for cargo business 

New maintenance contract for 

Orbest Airlines 
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Heathrow, Gatwick and London City airports even though Heathrow Terminal 5 is 

still the principal hub for the company’s operations.   

                               Profitability and markets analysis 

Currently the strong arm of the Group, British Airways is establishing which have 

to be the future standards for the Spanish sister Iberia. In fact, toward the joint 

business with American Airlines it is going to reinforce its already significant 

market share in the North Atlantic area, where the airline has the most profitable 

routes of its entire business. November 2012 YTD traffic data, clearly show this 

trend with total passengers carried in North America up 6,4% respect the same 

period of 2011, RPK +6,8%, ASK +4,1% and PSL (%) +2,1 pts (group 

performance - Iberia has just few routes to North America). Latest new of 2012 

always related to the North Atlantic market, BA will increase flight frequencies 

from Toronto to London Heathrow from march 31
st
 2013 reaching 17 flights per 

week from this destination. 

                                         On 6 September 2012 the company announced the end of its 17-years joint 

business with Qantas Airlines. The Australian carrier, incurred in financial 

difficulties during the last months, found in Emirates Airlines a new strategic 

partner to raise its short and long-term operations. On the other hand, the British 

operator signed a revenue-shared deal with its Oneworld partner Japan Airlines. 

The Japanese carrier rose up in March 2011 after filed for bankruptcy and now it 

represents a good partner to extend IAG’s network in the medium term. On the 

2
nd

 December BA started a new connection London Heathrow-Seoul with six 

flights per week showing its will to expand its Asian market share. 

Keep on talking about the new opportunities, Chinese market seems to be the 

most interesting one for BA and it could be a strong source of revenue if the 

company could establish a qualitative connection Europe-to-China increasing 

capacity in the next years. Asian airlines companies can enjoy significant amount 

of capital and local carriers are competing without any restraints to grab new 

customers. Nowadays the BA provides three Chinese destinations to its clients, 

Beijing and Shanghai with 13 flights weekly departing from London Heathrow 

Airport and Chengdu now on sales but in service from September 2013. Willie 

Walsh stated that the Group selected 10 Chinese cities and carried out which 

                               
 

 
   Source: IAG; Analyst estimation 

 

    
       Source: Analyst Estimations 

Flight frequencies increase in 

the North Atlantic market 

End of the joint business with 
Quantas and new agreement 
with Japan Airlines 



 

 

“INTERNATIONAL AIRLINES GROUP” COMPANY REPORT 

 
 

 

 

 

 

 
  PAGE 17/38 
 

 

 

 

 

 

 

between them are the most “favourite” within its customers. Anyway the Group’s 

CEO added that the project to increase the Chinese routes will be performed 

from the 3Q2013 due to the arrival of new 24 Boeing 787s and 12 Airbus A380s 

between May and November 2013.  

Last April, BA acquired British Midland International and Bmi Baby from 

Lufthansa for a value of €207 million (£172,5 million) whereas the latter has been 

disposed during these 9 months of 2012. The new entrant represented 1,9% of 

the Group capacity growth during the period from January to September 2012 

and implemented BA number of destination of 20 routes. This acquisition 

together with the launch of Iberia Express and the bid for Vueling represent IAG’s 

answer to the progressive growth of low-cost carriers in the European market.  

                                         British Airways boasts one of the best premium services worldwide, whereas 

RPK and yields are constantly growing. The London Olympic Games in summer 

slowed the revenue flows in the domestic market due to the postpone of leisure 

and business travel. In 3Q2012 in fact, the carrier came back to 2011 level 

achieving a 9M2012 operating profit of €286 million, unfortunately offset by an 

operating loss of €262 million carried out by Iberia during the same period.  

Regarding the latest strategic developments, BA signed a joint agreement with 

Solena regarding the flagship project GreenSky London in order to construct a 

facility to produce sustainable jet fuel. BA will purchase jet fuel derived from that 

plant for the next years for a total of $500 million (today prices). Finally we can 

conclude our market analysis with the clear idea that BA will try to reduce its 

short-haul market exposure in favour of an expansion in the long haul one, 

especially in Asia and North America where yields and opportunities seem more 

attractive. 

                                         After our analysis we do believe that British Airways will enjoy a powerful and 

straightforward growth during the next for year even though oil fuel prices will 

remain almost constant to an average of 110 $/barrel.  

Our 2012 FY forecast shows an operating profit of €312 millions (£249 million at 

GDP/EUR rate of 1,25) and a Ebit margin of 2,3%. Then, we estimate a FY2013  

Ebit of €684 millions, €166 millions up respect the already great performance of 

2011. Ebit margin for FY2013 will improve reaching 5,0%. Ebit upward trend will 

             
   

 
Source: IAG; Analyst estimation 
 

BMI acquisition from Lufthansa 
for €207 million last April 
 

 
Source: IAG; Analyst estimation. 
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be stronger during the period from 2014 to 2016 touching an operating profit of 

€1.411 millions in 2016 (£1,138 millions at a GDP/EUR rate of 1,24). Capacity 

will also show positive yields whereas we expect total capacity (ASK) up 5,50% 

in FY 2012, due to the new entrance of Bmi in the Group and the new routes to 

Seoul , Chengdu and increase in frequencies from Toronto. Traffic volume will 

increase as well with (RPK) up 8,50% in FY 2012 and +6,0% in FY 2013 

                                         On the cost side, we expect fuel price causes its hardest damages in FY 2012 up 

20% as for the Spanish business unit and decrease of 3,0% in FY 2013.  

Suppliers cost as well will increase on an average of 6,0% a year due to their 

close relationship with revenue. 

                                                        

                                                       Source: Analyst Estimation 

                               Group forecast analysis 

We have started to build our forecasts with Passenger Revenue. This in fact 

represents our analysis’ main trunk, whereas the majority of the further previsions 

will derive from it. Then Passenger Revenue has been computed multiplying the 

expected traffic volume (RPK) per  “Passenger Yield” where the latter represents 

a measure of average fare paid per km. The same process has been used for the 

cargo. We expect both, RPK and Passenger Yield growing for the next year 

whereas the first will do that at a higher rate. Hence, we estimate passengers 

growing at an average of 4,5% every year after a FY 2012 high growth of 

12,89%.  

As we mentioned in the businesses analysis, cargo will recover in 2013 even 

though we are talking about a slightly growth of an average of 2% per year, until 

2016. We strongly believe that the new IAGCargo.com website and the revenue 

   
   Source: Analyst Estimation 

Strong financial performance 

despite high Brent oil prices 
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synergies attained through the two main hubs, will place IAG at the top of cargo 

business in the long-term. 

 We expect total expenditures on operations for FY 2012 up 16,64% respect FY 

2011 mainly due to the steep increase in the fuel price. However, we argue that 

IAG management will be able implement the so much heralded cost-cutting plan 

and so we expect total cost from operations to increase only 7% from 2012 to 

2016.  

 

Some hints about the fleet, the Group have shown during this two years a 

significant reduction of Hire Purchase arrangements in favour of a strong 

increase in the number of aircraft owned by finance leases and a moderate 

growth of operating leases contract which, will provide larger flexibility in case of 

turmoil. Crucial indicator in the airlines sector, expected EBITDAR for FY2012 will 

be down -15,91% respect to the FY 2011 achieving a value of €1.578 million. 

Capital Expenditures, wholly committed in USD$ dollars will be down until 2015 

where it will see a slightly grow of 1,0% before a larger recover of 3,0% in 2016.  

Therefore, we forecast a FY2012 operating loss of €74 millions and an operating 

profit €461 million in FY2013 due to the great performance of BA and the first real 

effects of the Iberia transformation plan.  

 

Source: IAG; Analyst estimation 

 

 

 

 

 
 

 
Source: IAG; Analyst estimation 

Higher number of operating 
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Unit revenue per ASK (RASK) decreased sharply in the domestic market in 

2Q2012 year-on-year in the domestic market despite the strong increase in 

capacity. We expect unit revenues to decrease 4,5% in FY2012 with capacity 

constant at +10,0%.  As we stated before, China and North America remain the 

biggest opportunities in the term of revenues for IAG: RASK in MEA & S. Asia 

connections increased of 6,8% in 2Q2012 even though capacity was stuck at 

2Q2011 level, sign of a high-growing market with strong chance to increment the 

company’s profitability. European market still frozen in term of capacity and unit 

revenue whereas the IAG will try to improve results through the new entrants 

such as BMI and Iberia Express.     

 

 

 

Taking a look to the 2012E cost structure of the group we see that the biggest 

slices of the pie are represented by the fuel and employee costs. The latter 

present a value close to the industry average even if, as we said before, Iberia 

staff costs are by far too high compared to those of its competitors whereas a 

short haul pilot earns more than a long haul one of BA. Selling cost, a variable 

cost strictly related to passenger revenues will count for just 5% while handling, 

catering and other operating costs (variable as well) represent 9% of total 

operating costs.  On the fixed side, property, IT and other costs will count for just 

a 5% in FY2012. 
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                               Source: Analyst estimation 

Notwithstanding the several improvements in traffic, capacity and load factor, we 

believe that the financial target of €1,6 billion for 2015 announced by Willie Walsh 

is too optimistic. In fact, despite the assistance of further group synergies 

combined with a strong cost cutting we forecast a FY2015 EBIT of €1.361 billion 

(already a great result) whereas the 80% will be carried by British Airways and 

the remaining part from Iberia. 

 

Shareholder Structure 

As we can see from the graph, the significant shareholders of the groups are 

financial services institution. Banco Financiero y de Ahorros S.A, that since last 

June is no longer a private bank, represents with 12% of the share capital the 

major shareholder and the sole Spanish one. The American investment 

corporations Black Rock and Templeton hold 5% of the total share each one and 

finally the British Asset Management company Schroders Plc Holding owns the 

3%. 

 

 

                                           

                                           

 

       

        
       Source: IAG 
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                                          Comparables 

The comparable group we used as our sample is composed entirely by legacy 

carriers operating in both, short and long haul markets. It includes, Air France-

KLM, Lufthansa, U.S Airways, United Continental Holding and Latam Airlines. 

The first two companies are direct competitor of IAG in the domestic and 

international market while the remaining three rivals the Group just in the long 

haul. Air France-KLM merged in 2004 being the first sign of the new tendency in 

the airlines industry. United Airlines and Continental Airlines merged in 2010 

creating the largest carrier worldwide while Lan and Tam gave birth to the biggest 

carrier in Latin America. In the same in which IAG has to face with a significant 

job reduction, Air France-KLM and Lufthansa stumble across the same issue 

when cutting an average of 4000 posts last year to provide a solid financial result 

and do not affect the companies’ operations. 

 

 

Source: IAG; Air France-KLM; Lufthansa; United Continental Airlines; U.S Airways; Latam. 

As we can se from the table IAG traffic data on November 2012 YTD are below 

the median of the industry but the variation from November 2011 YTD clearly 

shows IAG above the other comparable. In fact, passenger carried increased by 

5,8%, RPK rose 4,8%, ASK as well up 3,1% and Passenger Load Factor +1,3 pts 

against 1,25 of the industry.  Talking about the fleets, United Continental plaies a 

different match from the other in terms of number of aircrafts. On the European 

side, IAG boasts in the British side a strong and solid fleet that will be enhanced 

with the arrival of the new Boing 787 and Airbus A380 in the 2Q 2013. We still do 

not know if some of the new entries will be allocated to Iberia but still clear that 

the Spanish arm must renew its long haul fleet in order to compete with the 

crescent investments carried out by the Latin American carriers such as Latam 

Airlines and Aereolinas Argentinas. 

 

 
 

Source: IAG; Air France-KLM; Lufthansa; United Continental Airlines; U.S Airways; 
Latam 
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           Source: Analyst estimation; 4traders 

 

In FY2013 we are expecting IAG to show a sharp upturn both in operating and 

net margin, moving toward the direction of its American competitors although will 

persists a stark difference of approximately 3,0%. Hence after a great FY2012 for 

Air France-KLM, we believe the Group will be able to deliver already strong 

changes in performance, and so exceed the French-Dutch carrier in profits and 

margin. 

Looking at the long term, EV/EBITDA multiples in 2013E clearly show the upward 

trend of the Group with a value of 4,19 (x) significantly higher than its American 

competitors such as United Continental and U.S Airways. On the other hand, 

here we find again an evident sign of the potential growth of Latin American 

carriers, where Latam Airlines presents a EV/EBITDA of 9,22 (x). 

            

               Source: Bloomberg; Analyst estimation 

  

 

 

 
 
IAG vs Comparable 2012 1Y 
performance 

 
Source: Bloomberg 
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Valuation 

We decided to analyze IAG using a DCF discounted cash flow model where all 

the free-cash flows are discounted at the weighted average cost of capital. We 

chose the use of WACC due to the quite stable capital structure of the Group     

and the tendency to move toward the debt-to-equity target ratio in the next years 

issuing more debt. Currently IAG presents a D/D+E ratio of 24% and a E/D+E 

ration of 76% ( D and E are considered at market price) whereas the target ratios 

are respectively 39% and 61%. We expect the Group to get closer to these ratios 

and increase the use of debt in order to don’t renounce to a part of the current tax 

shield due to the forthcoming decrease in the UK corporate tax that will be set as 

22% in 2014.  

Said that we took a group of comparable composed by a mix of direct 

comparable in term of market and peers with the similar capital structure of IAG. 

Hence we decided to pick the following carrier: Luthansa, Latam, United 

Continental Holding and U.S Airways. 

So, we opted for the MSCI World Index as market portfolio to calculate the 

coefficient Beta of the five stocks. We want to point out that before 21
st
 January 

2011, date when IAG has been created, the Group is just formed as the simple 

sum Iberia and British Airways. 

At this stage we had unlevered all those computed beta and then calculate the 

average of this obtained beta used an unlevered beta of the industry. Regarding 

IAG corporate tax rate we used an average rate of 24% considering the 30% 

corporate tax rate applied in the Spanish territory and the UK one of 22% in 2014 

considering also that British Airways is responsible for 75%-80% of the total 

operating profit of the Group. Hence with relevered the beta using the target 

ratios of the industry found as averages of all the peers ratios and we figured out 

a IAG beta of 1,454 almost one point over the beta of the industry of 1,357 

meaning that IAG presents a higher sensitivity to the market it is riskier than the 

overall industry. 
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WACC and DCF  

As we said before, we expect IAG to issue more debt in the future moving toward 

a higher D/E ratio in order to exploit the fiscal effect of the tax shield despite the 

changes in the UK corporate tax rate. On the other hand believe that this process 

will be slowly and in a gradual way so we retain the use of WACC as the most 

appropriate for IAG valuation.  

In 2009 British Airways issued £350 millions of 5,8% convertible bonds with 

maturity in August 2014. This debt is considered as senior debt characterized by 

a hypothetical recovery ratio of 40% (the real recovery ratio would be available 

just in case of company bankruptcy). IAG debt comprises short-term borrowing 

(12%) and interest long-term borrowing (the remaining 88%). In order to estimate 

the Group’s cost of debt we use a IAG’s issued CDS 10 years with a value of 

5,98%, the German 10 years bond last price of 16-11-2012 as a risk-free rate, the 

IAG’s probability of default of 0,14% (Bloomberg) and finally the recovery rate of 

40% related to the senior debt.  

Our Rd estimation gave us a value of 7,36%, where it represents the real cost of 

debt that debt holders will receive even considering all scenarios. 

According to literature market premium can assume a number between 6,5% and 

4,5% we set a value of 6% in order to properly reflect the current financial 

situation and so the high stocks volatility in within this macroeconomic situation. 

Hence we calculate the cost of capital using the Capital Asset Pricing Model 

plugging inside all the parameters explained until now.  

Re= Rf +Beta x Market premium = 10,05% 

Therefore picking up again our target D/D+E and E/D+E ratios we compute the 

weighted average cost of capital. Our estimated WACC has a value of 8,33%.    

All the Free-cash flow have been discounted at the just described WACC of 

8,33% and at the been computed the following formula: 

           

                    

 
Source: Analyst estimation 
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Whereas FCFn corresponds to the Free-cash flow of 2016 and “g” is the real 

growth rate. Normally “g” presents values between 1% and 2% related to mature 

company hence due to the Spanish macroeconomic situation in current Iberia’s 

structural problem, we select a value of 1%. The sum of the DCF plus the 

Terminal value will provide us our Enterprise value whereas we deducted the 

2013 Net Debt and Minority interests. Now, after we found out the implied EV we 

can figure out our 2013 price target dividing it for the total number of outstanding 

shares. Our IAG price target 2013 is €2,44. 

 

Vueling  

On 8 November 2012 IAG announced its will to make a cash tender offer of €113 

millions for the 100% share capital of Vueling. IAG already owns 45,85% of the 

Barcelona based company’s capital through its Spanish arm Iberia and reading in 

the released bid statement on IAG website it seems that the Group will not touch 

the Iberia’s participations in Vueling but it will just try to acquire the remaining 

54,15% of the capital. Mr Walsh announced that the takeover will be launched 

during 1Q 2013 and if the required 90% consense of Vueling shareholders will be 

reached, the merger will be done and complete in 2Q 2013. IAG offers 7 Euro per 

share with a premium of 27,29% respect the 8 November last price. Vueling 

investors have already turned their nose because in their opinion the share price 

will be worth at least 9 Euro in 2013 with further growing perspective in the short-

term. On its side, Vueling has cash for €406 millions and the company could 

decide to pay a consistent dividend to its shareholders in order to make IAG offer 

less attractive. Veloz Holdco S.L is the name of the IAG’s wholly subsidiary 

created just for this transaction that will happen in the Spanish stock markets. 

Additionally is important to underline that the total amount of €113 will be taken 

from IAG internal resources. 

 

 

 
 
 
 

 
  Source: Bloomberg 

 
 
 
 
 
 
 
 
 
 
 
 

   Source: Vueling 
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Vueling Market Analysis  

With capacity (ASK) up 30,6% in 3Q 2012 respect the same period of 2011 and 

number of total passenger doubled in one year, Air Vueling is definitely living the 

best moment of its history with a perfect financial health and operations at the 

level. In fact, the Barcelonese Airlines has shown revenue up 26,3% in 3Q 2012 

respect the same quarter of 2011. A continuous focus on the international market 

led the firm to have 54% of the total routes outside Spain. Northern Europe 

especially Germany and Scandinavia will be the next expansions in 2013. A lean 

business model characterized by a structure of few fixed cost and high service 

convinced the company’s CEO Alex Cruz to talk about double digit growth for the 

FY 2013 during the 3Q 2012 conference call. The top manager also state that in 

a moment where numerous carriers are cutting their network, especially in the 

Spanish domestic market (Iberia), Vueling will be ready to take advantage from 

this downward moment to increase its market share inside and outside Spain. For 

all these reason and many more, IAG sees in Vueling the right solution to react 

against low-cost carriers, substituting part of the unprofitable routes of Iberia and 

exploiting the fresh and dynamic Vueling business model.  

For FY 2012 we expect EBIT figure of €21,77 millions almost the double respect 

the one achieve in FY 2011 of €11,37 million. FY 2012 revenue will be up 25,99% 

respect FY 2011 as answer of the steep increase in ASK and RPK values. 

However, from 2013 to 2016 we forecast a smaller growth around an average of 

5% per year. On the costs side, we expect operating leases go up due to the 

further expansion in the international market. Finance leases will decrease in 

order have a more flexible company and to be ready to adjust possible over 

capacity situations and meet the changes in demand. 

IAG’s proposed structure with Vueling entrance in the Group 

 

Source: IAG; Capa-Centre for Aviation and Innovata 

A flexible business model 

difficult to imitate 

Double digit growth in FY2013 

Revenue up 26,3% in 3Q2012 
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Vueling’s Valuation 

We decided to approach Vueling in the same method that we did for IAG hence 

using a DCF model discounted at the weighted average cost of capital. We 

wanted to compute the company 2013 target price in order to understand if the 

Group offer of 7 Euro per share reflects the fair value of the share. The group of 

comparable took for the cost of capital computation is formed by the following 

airlines: Ryainair, Easyjet, Norwegian Air Shuttle, Westjet Airlines and AirAsia. All 

of them are LCC (low-cost carriers). Air Vueling presents almost the same values 

on regarding beta unlevered and beta levered due to the lack of long-term 

bearing debt in its capital structure. Unlike IAG’s valuation, in order to figure out 

Vueling’s cost of capital we decided to use also the country beta of Spain with a 

value of 1,53. We opt for this solution because in our opinion it better explains the 

systematic risk of Spain presented in the company’s operations.  Hence we have 

selected growth rate “g” of 2% whereas in our opinion reflects perfectly the 

current situation of the Spanish carrier nowadays. Our 2013 Vueling target price 

is 9,615 Euro.  

This mean that the offer of 7 Euro per share made from the Group does not 

reflect the fair value of the company. Hence if the takeover will be done at the 

offered price, IAG will gain 2,615 Euro per share equal to a total of €42,33 

millions considering the 54,15% of the whole capital. Immediately after the 

announcement of the bid, the market presented a strong overreaction with the 

price jumping from 5,47 Euro to 6,83 Euro and then stabilises around that level 

for the following days.  We believe that IAG’s management offer this first value on 

purpose in order to negotiate later on at the moment of the real bid. Anyway we 

think that the takeover will be done due to especially the mutual advantages for 

both companies where Vueling will be able to exploit the Group’s synergies and 

in the meantime IAG will plug inside its business a profitable and growing carrier.  

Conclusion 

Arrived at this point, we can draw our conclusions saying that we believe in the 

Willie Walsh plan to create a leading Airlines company, solid and strong in the 

medium and long-term after the restructuring of Iberia. Further synergies, cost 



 

 

“INTERNATIONAL AIRLINES GROUP” COMPANY REPORT 

 
 

 

 

 

 

 
  PAGE 29/38 
 

 

 

 

 

 

 

cutting, lower oil price, GDP growth and the likely entrance of Vueling inside the 

Group will be the drivers of  a flourishing future for IAG. 

Hence we strongly recommend to hold the stock. 
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APPENDIXES 

IAG Financial Statements 
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Business Segments P&L Statements 
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Vueling Financial Statements 
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Disclosures and Disclaimer 

 

Research Recommendations 

Buy Expected total return (including dividends) of more than 15% over a 12-month 
period. 

Hold Expected total return (including dividends) between 0% and 15% over a 12-month 
period. 

Sell Expected negative total return (including dividends) over a 12-month period. 

 
 
This report was prepared by “Student’s Name”, a student of the NOVA School of Business and 
Economics, following the Masters in Finance Equity Research – Field Lab Work Project, exclusively 
for academic purposes. Thus, the author, which is a Masters in Finance student, is the sole 
responsible for the information and estimates contained herein and for the opinions expressed, which 
reflect exclusively his/her own personal judgement. This report was supervised by professor Rosário 
André (registered with Comissão do Mercado de Valores Mobiliários as financial analyst) who revised 
the valuation methodology and the financial model. All opinions and estimates are subject to change 
without notice. NOVA SBE or its faculty accepts no responsibility whatsoever for the content of this report nor 
for any consequences of its use.  
 
The information contained herein has been compiled by students from public sources believed to be reliable, 
but NOVA SBE or the students make no representation that it is accurate or complete, and accept no liability 
whatsoever for any direct or indirect loss resulting from the use of this report or its content. 
 
The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion 
about the subject company and its securities. He/she has not received or been promised any direct or indirect 
compensation for expressing the opinions or recommendation included in this report.  
 
The author of this report may have a position, or otherwise be interested, in transactions in securities which 
are directly or indirectly the subject of this report. 
 
NOVA SBE may have received compensation from the subject company during the last 12 months related to 
its fund raising program. Nevertheless, no compensation eventually received by NOVA SBE is in any way 
related to or dependent on the opinions expressed in this report. 
 
The Nova School of Business and Economics, though registered with Comissão do Mercado de Valores 
Mobiliários, does not deal for or otherwise offers any investment or intermediation services to market 
counterparties, private or intermediate customers.  
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unless when used by NOVA SBE for academic purposes only. At any time, NOVA SBE may decide to 
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