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Valuation



Recommendation:

Buy
Thesis:
• Airlines are trading at bearish multiples 

due to lack of demand. 
• Delta’s liquidity is sufficient to endure 

the pandemic. 

Investment Summary
Valuation Price: $30.23 Target Price: $50.24
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SkyTeam Partners
Ø Expand dominance through global partnerships.

Ø SkyTeam utilized for international travel.

Ø

>1,000

Aircraft Global HubsInternational 
Destinations

>900 16
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Oil prices

Discretionary income

Corporate Profit

Industry Drivers

In Billions
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Market Cap. Comparison 

Ø Industry dominated by large-scale operators.

Ø Jet fuel represents largest operating expense.

Ø Highly cyclical with market cycles. 

Ø 13.6% annual growth.
Ø Growth through partnerships and M&A.
Ø Fuel efficiency improvements expanding operating 

margins.

Five Year Industry Outlook
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Source: Bloomberg Source: MacroTrends
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Profitability Margins

Delta and Air Canada lead the industry in profitability ratios

Delta’s EBITA 
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Valuation- DCF

Ø NOPAT calculated using tax rate from 
2019 fiscal year.

Ø Amongst recovery capital remain 
expenditures flat through 2022.

Ø WACC of 6.75% calculated using:
Ø Weighted average debt: 3.65%
Ø Cost of Equity: 7.44% (CAPM) 
Ø Beta of 1.16
Ø Risk free rate: 1.65%
Ø Market Risk Premium: 5.0%

Ø Long term growth rate: 0.11%
Ø Net reinvestment rate: .82%
Ø ROIC: 12.36%

9Investment
Summary

Corporate 
Governance

Business & 
Industry Overview Financial Analysis Valuation & 

Investment Risks

LT
 G

ro
w

th
 R

at
e

Rejected
Implied Valuation: $223.81/Per Share
Suggested: 285% over Valued



Valuation: EBITDA Multiple

Accepted
Ø4.80X EBITDA
ØImplied Valuation: $50.24
ØSuggested: 66.0% Undervalued
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Conclusion
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• Consistent demand.

• Potential government bailout/stimulus.

• 66% potential upside.

Current Price: $30.23 Target Price: $50.24

• Strong anticipated growth with 

recovery.

• More liquid than major competitors.

• Most dominate company in the 

industry.

Investment Recommendation 
Buy $50,000 of DAL


