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Short JetBlue

Target price: $15.75
Current price: $20.04 (Short Interest Ratio: 3.89)

Implied downside: 21.4% with a one year investment period

June 2015

Nishant ReddyJohn Stauffer Jason Quill
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JetBlue increasing premium offerings through Mint along with Fair 
Options 2.0 and strong competitive position for leisure / VFR passengers

Our Thesis

Market View Variant View

The market is underestimating the effects of JetBlue’s weak competitive position

JetBlue has outperformed its expectation for planned savings through a 
number of initiatives across business units

JetBlue ultimately has not been able to increase the cost gap between 
itself and network carriers. JBLU has not gotten closer to ULCCs’ 

margins. It will also suffer from inefficiencies of  Embraer E190s in the 
medium term, and costs will also increase as employees seek to unionize

JetBlue is concentrated in east coast hubs such as NYC, Boston and 
Florida - 44% of the Company’s revenue comes from the east coast

JetBlue’s hubs in Boston and NYC are redundant to major hubs of 
network airline carriers. Hubs in smaller cities like Fort Lauderdale are 
secondary to ULCCs like Spirit Airlines. The Company only captures a 

plurality of seat miles in very small, regional airports

JetBlue does not have the established credibility or loyalty programs to 
attract business travels away from large network airlines such as DAL, 

UAL or AAL. JetBlue can attempt to compete with ULCCs but will not be 
able to offer competitive pricing with the features it guarantees even on 

Blue Basic

Typically JetBlue trades on RASM / CASM performance. Guidance given by management for RASM / CASM can fluctuate over the course of the year, and 
the stock price reacts accordingly. We believe the company is currently trading too much on expectations of margin expansion, fleet upgrades, and RASM 
capture in a number of high value hubs. In the coming quarters, JetBlue’s failure, particularly in its ability to compete with both network airline carriers and 
low-cost carriers, will reveal itself through the company’s performance and push the stock down.

Recommendation: Short with a target price of $15.75 (Implied 21.4% downside) with a one year investment period
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Section II
Industry Overview
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Airline Profitability Over TimeAirline Domestic Market Share

Industry Overview

Airline Industry Trends

CapacityConsolidation Profitability

Maintaining Market Share
• Increased airline consolidation in the past 

decade has elevated profits

• Top 4 carriers had 62% of market share in 
2005 (currently 68%)

• LCCs and ULCCs have taken over 7% of 
domestic market share from top 4 carriers 
in the past 3 years

• Airline carriers recently have cared less 
about maintaining their overall market 
share and instead focus on profits

Achieving Consistent Profits
• Cost gap compression between LCCs 

and network carriers

• Management teams are focused on 
margins over market share

• Low oil prices have elevated profits and 
margins

• Low interest rates have provided 
inexpensive financing for fleet upgrades 
and internal investments

• Recent decline from increases in capacity 
which has resulted in lower PRASM

Airline Travel Increasing
• IATA expects airline travelers to grow at a 

3.5% CAGR

• 737 Max grounding causing a temporary 
decline in capacity

• Expected surplus of capacity once the 
737 Max reenters the market

• Companies have been limiting capacity to 
maintain profit per ASM

• ULCCs increasing capacity to take price 
conscious passengers

ASMs and Passenger Enplanement
Airline Industry EBIT Margin



R169 
G137
B81

R16 
G37 
B58

R255 
G164 

B0

R19
G43 
B68

R164 
G169 
B173

R 64
G 64
B 64

R 102
G 102
B 102

6

• Focused on high margin business travelers
– Beginning to offer basic economy seats to 

compete with LCCs and gain more leisure 
customers

• Trying to improve the flying experience and offer 
premium items to differentiate and build customer 
loyalty

• Hub-and-spoke models get customers “from 
anywhere to everywhere” without changing airlines

• Less exposed to increases in fuel prices because 
of their mix of less price conscious customers

• Have decreased cost gap with LCCs making them 
more competitive

• Strategy is to keep business customers, gain 
customer loyalty, and expand in the leisure 
segment

• Very exposed to declines in business travel

Industry Level Dynamics / Competition

Network carriers thrive while LCCs continue to compete on the basis of price

Network Carriers

Low-Cost Carriers
• Focused on leisure customers

– Have price-sensitive consumers
– LCCs are trying to enter business travel

• Mainly point-to-point model
– Southwest and jetBlue include a linear 

system where planes make stops 
between points

• Strategy is to continue to gain market share in their 
key airports and expanding profitable flight paths

• Strong pricing advantage compared to network 
carriers

• Exposed to fuel prices because of their price 
conscious consumer base

• Facing more competition from the “Ultra Low-Cost 
Carriers”

Adjusted Revenue / Cost per Seat Mile
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Airlines as a Business

● Very cyclical industry 
based on economic cycle

○ GDP growth impacts 
business and leisure 
travel

● Airline fares and profits are 
significantly impacted by oil 
prices

● Exposure to infectious 
disease

○ Travelers decrease to 
key destinations

● Terrorism

○ Threats of terrorism 
affect passenger 
numbers

● One of the most heavily 
taxed industries

○ Taxed at 17% of fare 
even if charges can 
not be passed on to 
the customers

● Heavily regulated by the 
FAA, DOT, TSA, and 
state/local governments

○ Receives fines or 
shutdowns for 
noncompliance

● 10th most regulated 
industry

● Has over 59,000 
regulations

● High unionization among 
workforce

● Dependent on extraneous 
factors

○ Oil prices

○ Terrorism

○ Political unrest

○ Infectious Disease

●  Capital Intensive

○ Requires millions of 
dollars for planes and 
leases

● Volatile as margins expand 
and compress with load 
factors

Competition Margins Regulation Volatility

● Historically commoditized 
product

○ Leisure-consumers 
focus on price

○ More differentiation 
with loyalty programs 
and premium offers

●  Thin economic moat

○ Branding and name 
recognition

● Minimal barriers to entry

○ Relatively easy to 
enter the airline market

○ Easy to increase 
capacity

A combination of long-term secular factors make the airline industry a risky area for investors
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Section III
Company Overview
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JetBlue Business Model
How does the company make money? What is trackable?

• 96.4% of JetBlue’s revenue comes from flying millions of 
passengers within the United States and South America

– JetBlue’s 6 focus cities account for the majority of their 
revenue

– 85% of flights take the customer directly to the final 
destination

– Customers mainly book through JetBlue’s website
• Value proposition is to provide a “JetBlue Experience” for customers 

who have been underserved by other airlines (flyers between 
frequent business travelers and ultra-price sensitive travelers

– Has a Mint Service to provide premium options for 
customers

– Targeting business and VFR customers to diversify 
customer mix

– Relying on customer loyalty and building a strong brand
• Sells reward points to credit card companies
• Costs are largely related to fuel, labor and maintenance

RASM - Revenue per Available Seat Mile
• RASM = 

– Load Factor: proportion of airline output consumed (DOT 
data)

– Available Seat Miles: aircraft seats flown one mile (DOT 
Data)

– Passenger Yield: average fare paid per mile, per person 
(DOT Data)

CASM - Cost per Available Seat Mile
• CASM =

– Operating costs: largely comprised of fuel, labor and 
maintenance

– Impacted by fuel futures, union agreements and block hours
• Competitive Capacity - Airline capacity for the same flight routes
• Negatively impacts load factor and passenger yield

Airline RASM and CASM

JetBlue Capacity Mix
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Current and Future Business Prospects

• Have 6 focus cities: NY (50% of flight origination / destination), 
Boston, Ft. Lauderdale, Orlando, Long Beach and San Juan

• Network building block strategies targeted growth in NY, BOS and 
Ft. Lauderdale for higher growth potential and higher RASM

• Product offering building block strategy driving ancillary revenue with 
JBLU Travel Products, segmentation and loyalty

• Fleet building block strategy to focus on restyling and Mint offerings 
to capture premium demand and increase RASM

• Achieved $257 million in cost savings from structural cost savings 
program (goal: $250 - $300M)

• Tech Ops ($100 - $125M): Executed V2500 maintenance control
• Corporate ($75 - $90M): Reduced in flight and data center costs
• Airports / Distribution ($75 - $85M): Adding technology to increase 

efficiency
• Embraer E190s account for 11% of capacity but 20% of operating 

expense despite having an average age of 10 years
– Projected to remain in the fleet until 2024 (replaced with 

A220)
• Most fuel inefficient LCC because of Embraer E190s
• Hedges 7% of fuel costs

Current Revenue Current Costs

Future Revenue Future Costs

• Looking to expand presence in Boston, New York and California 
(expected to add $100 - 120M in run rate revenue benefit

• Adding business customers by undercutting competitors on price
– Targeting VFR customers to smooth demand

• Entering transatlantic market by 2021 with A321LR purchases
– Looking to expand to the UK and the EU

• Organically growing current customer base with loyalty programs
– TrueBlue program (5% of RPMs) and co-branded credit 

cards
– Historically has had good Net Promoter Score, an indicator 

of customer loyalty
• Net Promoter Score increasing for competitors (DAL, LUV, etc.)

• Cost savings program can have additional savings in tech ops, 
corporate and airports

• Fleet upgrades (A220) have potential to decrease operating cost per 
seat mile by 25 - 30% compared to E190s

• Looking to increase on-time performance with investments in 
technology

• Has significant purchase agreements until 2025 for 145 Airbus 
aircraft (current fleet size is 253)

– Will not be able to participate in new technological 
improvements in carbon fiber and polyethylene composites

• Increased unionization of workforce (current: 44%, Industry: 73%)
• EU 261 bill damaging transatlantic margins

– Flight delays over 3 hours result in 250 - 600 Euro payments 
to passengers (JBLU averages 75 min delays)

Network Building Product Offering Fleet Building Tech Ops Corporate Airports / 
Distribution
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Share Price Performance
JBLU share price trades on Capacity, RASM and CASM
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Long Term Labor Expense
• Continued unionization and ratification of CBA for in 

flight staff
• Potential for a $180M increase in wages if JBLU 

unionization reaches industry levels
– Unionized airlines typically have 

significantly higher labor costs per ASM 
(9-17% greater)

• In a downturn, JBLU cannot change its workforce
• Increase in labor and other expenses from 

transatlantic expansion

Short Term Labor Expense

• Tight labor market affecting workforce capabilities and 
increasing wages for new workers

• JBLU is looking to expand capacity and requires 
additional workforce

• Pilot shortage across industry resulting in higher 
wages and a very favorable collective bargaining 
agreement

Long Term Competitive Capacity
• DAL looking to expand to 200 departures by 2021

– DAL expanded capacity in Seattle against 
ALK and resulted in DAL doubling market 
share and cutting ALK’s PRASM in half

• LUV expanding presence in Florida (19 gate 
additions in ORL)

• Cost gap compression allowing network carriers to 
compete on price and offer basic economy tickets

• ULCCs increasing order books and moving in to key 
cities

• Increased competitive capacity in NY

Short Term Competitive Capacity

• 737 Max reentering the market (likely Q2 2020)

• Spirit expanding capacity in Caribbean / Latin America

– Adding 4 gates to Ft. Lauderdale-Hollywood

– Increasing number of aircrafts 23% by 2021

• Has no pricing advantage in 10 / 12 key routes
• JBLU is overpriced on 4 / 12 key routes
• Recent EBIT margin expansion led to an increase in 

orderbook across the industry

Long Term ASM
• Company fleet purchases to determine average seats 

per plane
• Departures were grown based on 2018 rate because 

of similarities in fleet additions to projected additions in 
2022 - 2024

• Stage length was grown due to company’s goal to 
increase transcontinental and transatlantic flights

• JBLU has strong fleet orders and ambitious expansion 
plans which resulted in the ASM increase

Short Term ASM

• Calculated using average seats per plane, departures 
and stage length

• Forecasted company fleet purchases and 
decommissions to project average seats per plane

• Departures were grown at guidance and consensus 
levels

• Stage length was consensus for 2019 and company’s 
guidance

Analysis of Key Metrics

ASM

Competitive 
Capacity 
(Above 

Consensus)

Labor 
Expense 
(Above 

Consensus)
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JBLU On-Time Arrival Analysis
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Analysis of JBLU Transatlantic Flight Plans

● JBLU looks to expand revenue streams with transatlantic flights
● JBLU has the lowest on-time flight rating of any major carrier which will result in heavy fines 

from EC 261 which can cause JBLU to pay passengers up to $700 for flight delays (per 
passenger per flight)

● Transatlantic Flights are even more competitive than domestic flights 
● JBLU is heavily investing in planes to carry out these routes despite an inability to capitalize on 

the market
● EU Air Passenger Rights apply to all flights in the EU, arriving in the EU (on an EU airline), or 

departing from the EU regardless of carrier
● Market is inaccurately valuing transatlantic flights as it will shift capacity from higher margin 

routes to routes with potentially negative margins 
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Section IV
Fleet Analysis
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JetBlue Current Fleet

Embraer 190 60 
aircraft

100 
seats

0 
orders

Airbus A320 130 
aircraft

150-162 
seats

0 
orders

Airbus A321 HD 28
aircraft

200
seats

0 
orders

Airbus A321 Mint 35 
aircraft

159
seats

0 
orders

Airbus A321neo HD 1 
aircraft

200 
seats

84 
orders
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Replacing E190 with A220 Adding A321neo

JetBlue Proposed Fleet 

• Ordering 70 Airbus A-220s with first delivery 
planned late 2020

• Original launch customer for the E190 in 2005 
and was Embraer’s first airline customer for the 
aircraft

• Average age of Embraer fleet will reach 17.2 
years in 2025E

• A220s will have ~15 more seats than the E190 
and similar amenities

• JBLU management has intentions to use the 
A220s for transcontinental flights

• Upgrading existing fleet of A320s to new 
configuration with similar technology to the 
A321neo

– Phase 2 upgrade - going from 150 to 162 
seats in 87% of their A320 fleet 

• A321neos will have 200 seats and have a range 
that could reach CDG and LHR from JFK, 
although the A321neo LR would be preferential 
for these routes
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§ 121.391(a)(4) - Flight Attendants Financial Analysis - Impact to Costs

A320 Upgrades Will Not Drive Incremental Profits

• Original A320s had 3 crew members
• Upgraded A320s (at minimum 87% of A320 

fleet) must have 4 flight attendants

• A320 used mainly on mid haul flights for JetBlue 
with a maximum range of ~2,700nmi

• Additional flight attendant hiring plus one time 
upgrade costs does not lift marginal costs for the 
project over marginal revenue

• Even if the net present value of the A320  
upgrades project was positive, we do not see 
why additional seats were added (this only adds 
~9 available passengers per flight) to add 
another crew member to the plane

• Success of other US airlines has been based on 
raming out depreciation or leasing expense 
across longer periods of times

“For airplanes having a seating capacity of more 
than 100 passengers - two flight attendants plus 
one additional flight attendant for each unit (or 
part of a unit) of 50 passenger seats above a 

seating capacity of 100 passengers.”
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A321neo Not Competitive for Transoceaning

A321neos Might Offer Fuel Savings, But Fail to Compete in High-Margin Market

• Upgrading existing fleet of A320s to new configuration with similar technology to the A321neo
– Phase 2 upgrade - going from 150 to 162 seats in 87% of their A320 fleet (represents 53% of their 

entire fleet)
• A321neos will have 200 seats and have a range that could reach CDG and LHR from JFK, although the 

A321neo LR would be preferential for these routes
– Current A321neo configuration is all economy-class seats

• Competition (in other words, capacity) in this market is fierce and JetBlue does not have a clear 
competitive advantage
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JetBlue Fleet Look-Ahead
Our estimates for the next 7 years

2019 E 2020 E 2021 E 2022 E 2023 E 2024 E 2025 E 2026 E 2027 E

E190 Total 60 56 51 37 19 5 2 0 0

A320 Total 130 130 130 128 125 123 122 120 118

A321 Total 63 63 63 63 63 63 63 64 66

A321neo Total 6 21 44 67 100 134 146 153 153

A220 Total 0 1 7 15 34 56 68 70 70

Total Fleet Size 
(airplanes) 259 271 295 310 341 381 401 407 407

Average Fleet Age 
(yrs) 10.6 11.0 10.9 10.6 9.8 9.2 9.6 10.4 11.3

This table reflects our view that JetBlue will begin phasing out “Phase 1” A320s in 2022E in favor of 
purchasing additional A321neos compared to current estimates 
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Fleet Age by Airline
Current Ages

Network Carriers 13.9 years

Low Cost Carriers 8.6 years

JetBlue 10.6 years

• JetBlue’s purchases of new aircraft will put its average fleet age below 10 years in 2023E per our estimates
• Competitive advantage for Delta has been keeping the MD-88 for nearly 30 years
• If JetBlue remains on the proposed course management is arguing for, they will retire the Embraer at the 

average age of Delta’s entire fleet
• Moving from a 100-seat E190 to a 130 to 140-seat A220-300 aircraft on certain routes is sure to drive some 

unit revenue erosion
• The planned fleet transition from the E190 to the A220 will increase JetBlue's unit costs due to various 

one-time transition costs and accelerated depreciation
– A220-300 will use about 40% less fuel per seat than JetBlue's E190s, while non-fuel unit costs will be 

22% lower
– Total cost improvement of ~29%
– Quick fleet turnover is not a sustainable business practice. JetBlue will have to fill seats in the newer, 

larger aircraft to prove them to be a worthy investment
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Section VI
Valuation
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Relative Valuation
RASM and CASM 1 Year Change - Network Carriers 

Carrier RASM (Q4 2019) CASM Ex Fuel (Q4 2019)

JetBlue -1.1% +1.2%

Delta +1.7% +1.1%

American +2.2% +3.0%

United +1.5% -2.7%

● JBLU’s focus in Florida markets have proven ineffective due to lower-cost carriers 
like Spirit undercutting JBLU and others particularly with VFR (visiting friends and 
relatives) travel to South America and Central America

● All numbers are adjusted non-GAAP metrics
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Relative Valuation
RASM and CASM 1 Year Change - Low Cost Carriers 

Carrier RASM (Q4 2019) CASM Ex Fuel (Q4 2019)

JetBlue -1.1% +1.2%

Southwest +3.1% +3.7%

Spirit* -1.7% +8.4%

● Spirit RASM decline was driven by softer yields and lower Load Factor, amongst 
other factors

○ Non-ticket revenue increased +1.7% nonetheless
● Southwest RASM numbers were greatly helped from the 737 MAX woes

*Spirit figures are as of Q3 2019
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Bottom Line: JBLU is being valued as a premium airline despite poor operational performance

Relative Valuation
Delta, American, and United versus JetBlue - Key Metrics

Ticker

FY 19 
Adj 

Gross 
Margin

FY 19 
Adj Net 
Margin

P/CF T12 P/E Fwd P/E
3Y Rev 
Growth 
CAGR

ROA ROE D/E Dvd Yld

JBLU 10.1% 7.0% 3.6x 10.5x 8.3x 6.9% 5.1% 12.1% 0.48 0.00%

DAL 13.0% 10.1% 4.1x 8.0x 7.9x 6.0% 7.6% 32.7% 1.11 2.80%

AAL 8.1% 3.7% 2.6x 5.4x 5.3x 4.4% 2.8% - - 1.51%

UAL 10.7% 7.0% 3.1x 6.5x 6.2x 5.8% 5.9% 27.9% 1.77 0.00%

● JetBlue is being valued by the market as if it were Delta - Delta can charge nearly 12% more for 
equivalent routes versus AAL and UAL due to corporate sales relationships and strong business demand

○ Higher net margin and large increase in quarterly dividend by DAL, but no real reason for JBLU to 
be fundamentally valued higher than DAL

● JetBlue does not fit in a niche with these companies in our view, but is relatively more expensive
○ Proven by weaker numbers in ROE and no dividend yield, yet stock is trading more expensive on a 

forward P/E basis and also on a P/CF basis than the average DAL/AAL/UAL
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Relative Valuation
Spirit and Southwest versus JetBlue - Key Metrics

Ticker

FY 19 
Adj 

Gross 
Margin

FY 19 
Adj Net 
Margin

P/CF T12 P/E Fwd P/E
3Y Rev 
Growth 
CAGR

ROA ROE D/E Dvd Yld

JBLU 10.1% 7.0% 3.6x 10.5x 8.3x 6.9% 5.1% 12.1% 0.48 0.00%

SAVE* 14.2% 9.3% 4.5x 8.0x 8.7x 16.0% 6.1% 17.2% 1.13 0.00%

LUV 13.2% 10.3% 7.6x 13.6x 12.6x 3.2% 8.8% 23.4% 0.40 1.26%

● Weak margins from JBLU on both a Gross Margin and Net Margin basis
○ LUV has historically had 31%+ gross margins from operational efficiencies, but was set back in Q3 

2019 due to continued delays from 737 Max
○ SAVE has a higher net margin than JBLU, showing that Spirit can effectively win on cost more than 

JBLU can win on value-add services 
● Forward P/E shows JetBlue at the lowest, but we believe this forward P/E is unjustified

○ JetBlue in our opinion has higher business risk than AAL but lower financial risk than AAL as shown 
in the previous slide

■ This is supported by a lower ROA - ignoring amplifying effects of leverage, JBLU cannot earn 
as much with the same dollar amount of assets (absolute ROA) as SAVE or LUV

Bottom Line: Market values JBLU as being able to compete with both network and LCCs 

*Spirit figures are as of Q3 2019 - numbers are trailing 12 months
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DCF Model

Key Assumptions 

● 10.00% WACC
○ We believe JBLU’s WACC should be above consensus estimates of 8.2% due to a relatively low 

FY-1 Beta reported this year and a credit downgrade
● 2.75x Terminal EV/EBITDA multiple

○ Low end of their 5 year trailing EV/EBITDA multiple is ~3.2x, and the market will realize this when 
JBLU’s longer term operations deteriorate once the 737 Max is back in flight

DCF Intrinsic Value 

● $15.50 / share versus $20.04 current share price (market ~22.7% more expensive than fair value)
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Forward P/E Multiple Model (non-GAAP)

Current Implied Px / 2020E EPS 7.9x

Our FV Px / 2020E EPS 6.5x

Our Implied FV $15.50

Upside / (Downside) based on Fwd P/E multiple (22.7%)

● JBLU should trade in between AAL and DAL’s Fwd P/E multiple
○ Lower financial leverage than AAL but higher operational leverage than AAL

● DAL has a lower overall business risk, yet higher financial risk, than JBLU, and we believe 
~1.5x P/E discount is fair to account for Delta’s superior business model to JBLU
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Football Field - JBLU Fair Value

Relative Valuation - 25%RASM and CASM - 25% 

Forward P/E Multiple - 25% DCF Valuation - 25%

6.9x Fwd P/E (1.0x discount to DAL) 6.5x 2020E earnings, ~3.75x Px / 2020CFE  

2.75x EV/EBITDA multiple; 10.00% WACC 6.5x multiple (AAL/DAL combined fair value) 

$16.50 target $15.50 target 

$15.50 target $15.50 target 

COMBINED 1 YEAR PRICE TARGET: $15.75
Downside: 21.4%
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Section VII
Risks
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• Harvesting and Expanding Focus Cities
– Increase seat shares in major hubs (NY, BOS, FL) to the level that other carriers have in their major hubs (up 

to 75%)

– Enhanced loyalty programs and increasing customer satisfaction

– Growth in Mint offerings and demand to drive higher RASM

• Structural Cost Program Outperformance
– Realized $275M of $250-$300M in planned savings

– Has remaining opportunities in tech ops, corporate and airports

– Entry into long-term maintenance agreements with remaining V2500 engines

• Customer Segmentation and Premium Offerings
– Fair Options 2.0: Customer segmentation with increased offerings to drive incremental revenue (Blue 

“SAVE”, BLUE, BLUE “MORE”)

• Ancillary Revenue Increases
– Higher attach rates for JetBlue Vacations (above 1.5%)

– Success in partnerships with Allianz, Avis, Budget and Lyft

– Maintenance programs / fleet, management redundancies, airport expenses and sales / distribution 
programs for cost reductions

• Decline in Business Travelers
– JetBlue outperforms the industry during downturns because of their mix in VFR and leisure passengers

Risks to our investment thesis involve JetBlue significantly outperforming consensus expectations

Risks
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Section VIII
Summary
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• RASM decline from either a decrease in yield or load factor due to an 
increase in competitive capacity

• No moat to defend against network, LCCs, and ULCCs
• Key airports and routes facing price competition
• Transatlantic flights do not provide a good opportunity for revenue growth
• Trading similar to more profitable and successful competitors

Summary

Price Target: $15.75 (21.4% implied downside)
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Section IX
Financials
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Income Statement - Historicals
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Income Statement - Projections
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Income Statement Full
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Revenue Build Historicals
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Revenue Build Projections 
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Revenue Build Projections - Fleet 
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Cost Build - Historicals
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Cost Build - Projections
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Revenue Build Full
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Cost Build Full
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Appendix
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Appendix Links

General Analysis
1. Analysis of Key Airports and Routes - JFK
2. Analysis of Key Airports and Routes - BOS
3. Analysis of Key Airports and Routes - FLL
4. Analysis of Key Airports and Routes - ORL
5. Analysis of Key Airports and Routes - LGB
6. Analysis of Key Airports and Routes - SJU
7. Overview of Sell-Side Market Theses
8. JetBlue Fleet Look-Ahead
9. 737 Max Update

Financials
1. Income Statement - Historicals
2. Income Statement - Projections
3. Income Statement Full
4. Revenue Build Historicals
5. Revenue Build Projections
6. Revenue Build Projections - Fleet
7. Cost Build - Historical
8. Cost Build - Projections
9. Revenue Build Full

10. Cost Build Full
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Analysis of Key Airports and Routes - JFK

● Delta Air Lines makes a $800M investment in 
terminal 4

● Delta Air Lines has increased capacity by 
400,000 passengers in the past 5 months

○ Plans to continue to increase capacity
● JFK - LGB: Very little competition 

○ Not a top 10 destination for JFK but 
competitors may pick LAX instead of LGB 
or competitors will expand to LGB

● JFK - LAX: Intense price competition with all 
carriers having the same price 

● JFK - SJU: Mediocre price competition with DAL 
and JBLU being priced equally

● JFK - FLL: Intense price competition with all 
carriers having the same price  

● JFK - ORL: Intense price competition with all 
carriers having the same price 
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Analysis of Key Airports and Routes - BOS

● Delta Air Lines identifies Boston as a hub 
● Delta Air Lines creates plans to increase 

departures to 200 from Boston by 2021
○ Potentially flood the market with 40,000 

additional capacity
● BOS - LGB: Minimal price competition

○ Not a top 10 destination
● BOS - LAX: Intense price competition with all 

network carriers having the exact same price 
($237)

● BOS - SJU: Mediocre competition with Spirit 
providing the lowest cost flight but JBLU currently 
having the lowest priced non-stop

○ LUV is expanding their presence along this 
route 

● BOS - FLL: Intense price competition with DAL, 
JBLU, and Spirit all having the same price

● BOS - ORL: Intense price competition with 
Frontier and Spirit having prices 30% below 
competitors and DAL and JBLU having the same 
price
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Analysis of Key Airports and Routes - FLL

● Spirit is adding four gates to the airport to 
increase capacity

● Spirit is planning on increasing the number 
of aircrafts by 23% by 2021

● LUV recently finished a new terminal with 5 
gates which costed $333M 

○ Looking to significantly increase 
capacity

● FLL - SJU: Intense price competition with 
Spirit undercutting JBLU by 30%

● FLL - JFK: Intense price competition with all 
carriers having the same price 

● FLL - BOS: Intense price competition with 
all carriers having the same price 



R169 
G137
B81

R16 
G37 
B58

R255 
G164 

B0

R19
G43 
B68

R164 
G169 
B173

R 64
G 64
B 64

R 102
G 102
B 102

55

Analysis of Key Airports and Routes - ORL

● LUV has identified Florida as a key geography 
for further expansion (Southwest Effect)

● LUV plans to add 19 gates to Orlando which will 
dramatically increase capacity 

● Spirit has identified Orlando as a key airport and 
plans to target the airport in the following years 
(10-K)

● ORL - SJU: Intense price competition with Spirit 
and Frontier undercutting JBLU by 40-50%

● All other routes have intense price competition 
with all carriers having the same price 
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Analysis of Key Airports and Routes - LGB

● Long Beach has been a hub for JBLU but may 
face an increase in competition at the airport if 
margins remain high

● LAX is a great substitute where customers will fly 
to achieve lower prices

● Limited competition on the flights due to the size 
of the airport
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Analysis of Key Airports and Routes - SJU

● LUV is planning on expanding into the Caribbean 
and has identified SJU as a dkey airport to 
increase capacity

● Can decrease yields by 20%+ and significantly 
decrease the load factor of JBLU

● All routes face significant price competition with 
JBLU not having the lowest price in any key 
destination
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Overview of Sell-Side Market Theses
Bull Case Bear Case

• Harvesting and Expanding Focus Cities
– Increase seat shares in major hubs (NY, BOS, FL) to the 

level that other carriers have in their major hubs (up to 75%)
– Enhanced loyalty programs and increasing customer 

satisfaction
– Growth in Mint offerings and demand to drive higher RASM

• Structural Cost Program Outperformance
– Realized $275M of $250-$300M in planned savings
– Has remaining opportunities in tech ops, corporate and 

airports
– Entry into long-term maintenance agreements with 

remaining V2500 engines
• Customer Segmentation and Premium Offerings

– Fair Options 2.0: Customer segmentation with increased 
offerings to drive incremental revenue (Blue “SAVE”, BLUE, 
BLUE “MORE”)

• Ancillary Revenue Increases
– Higher attach rates for JetBlue Vacations (above 1.5%)
– Success in partnerships with Allianz, Avis, Budget and Lyft
– Maintenance programs / fleet, management redundancies, 

airport expenses and sales / distribution programs for cost 
reductions

• Decline in Business Travelers
– JetBlue outperforms the industry during downturns because 

of their mix in VFR and leisure passengers

• Increased Competitive Capacity
– Very reliant on NYC area (50% of their flights)
– Increased competition with Delta in Boston and Southwest 

increasing capacity
– ULCC increasing capacity and taking leisure customers from 

JBLU
• Inability to Hit Cost Reduction Targets and Cost Gap Compression

– Inability to hit cost reduction targets; and cost reduction 
initiatives to this point have not increased the cost gap 
between JBLU and network carriers or gotten them closer to 
the ULCCs’ margins

• Continued Unionization
– JetBlue’s unionization rate could reach the industry average 

(73%) which could result in significant labor cost increases 
from CBA

• Rising Fuel Prices
– Increase in fuel prices will erode profit margins
– E190s remain in the fleet past 2024

• Aircraft Delivery Delays
– Decreased capacity from Airbus delays for A220 and A321
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JetBlue Fleet Look-Ahead
Our estimates for the next 7 years as a percent of the total fleet

This table reflects our view that JetBlue will begin phasing out “Phase 1” A320s in 2022E in favor of 
purchasing additional A321neos compared to current estimates 

2019 E 2020 E 2021 E 2022 E 2023 E 2024 E 2025 E 2026 E 2027 E

E190 23% 21% 17% 12% 6% 1% 0% 0% 0%

A320 50% 48% 44% 41% 37% 32% 30% 29% 29%

A321 24% 23% 21% 20% 18% 17% 16% 16% 16%

A321neo 2% 8% 15% 22% 29% 35% 36% 38% 38%

A220 0% 0% 2% 5% 10% 15% 17% 17% 17%



R169 
G137
B81

R16 
G37 
B58

R255 
G164 

B0

R19
G43 
B68

R164 
G169 
B173

R 64
G 64
B 64

R 102
G 102
B 102

60

737 Max Update
• 737 Max expected to return in Q2 2020, although this tentative date is already later than expected

• Regulators are “pleased” with progress on 737 Max, which caused Boeing’s stock price to jump intraday 
last week

• Airlines are having difficult times without flying the Max, and the impact should be positive in the short term 
for airlines with little or no exposure to the Max such as JBLU


