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RBC Flight Deck
RBC Fare Survey pointing to positive fare growth
to start 2017
RBC Fare Survey pointing to positive fare growth QTD. Both Air Canada
and WestJet are seeing positive fare growth in the first six weeks of Q1/17
(as per the RBC Fare Survey). We clearly saw a fare price lift in early January
from WestJet, which was followed by more modest fare price increases
by Air Canada. This is reflective of the commentary from WestJet on the
Q4/16 conference call, noting that they had implemented a couple of fare
increases more recently to help offset higher jet fuel prices. For WestJet,
the RBC Fare Survey is pointing to fare price growth at +2.8% quarter-to-
date. After adjusting down by 50bp to account for stage length changes,
it implies a yield of +2.3% Y/Y, which compares to our current Q1/17
yield estimate at +2.5%. For Air Canada, the RBC Fare Survey is pointing
towards positive fare growth of +0.7% Y/Y quarter-to-date. After adjusting
by 350bp to account for stage length changes, it points towards a yield
decline of �2.8%, which compares to our current Q1/17 yield estimate at
�2%.

Ringing reviews for the CSeries. AirInsight recently had their resident pilot
expert take the CSeries on a full test run. Overall, the pilot was highly
impressed by the CSeries from a flying perspective, calling the CSeries
the new icon in its class. Further noting that he was impressed with
the aircraft’s handling ease, responsiveness and performance reserves.
Passengers seem to like the CSeries as well - now that the plane has
been in commercial service for several months. Flyers seem to like the on-
board experience, praising its large cabin windows, high humidity and low
noise levels (the engines on the CSeries are up to 20 decibels quieter than
on comparable planes). With the ringing reviews, we will be looking for
another ramp in CSeries sales, in particular as Bombardier heads into the
Paris Air Show in mid-June.

In This Edition...
• RBC Fare Tracker (p. 2): Seeing positive fare growth, as per the RBC Fare

Survey.
• The Load Factor (p. 3): Traffic demand remains robust.
• The Bombardier New Order Heat Map (p. 4): Looking for sales

momentum as the CSeries flies revenue generating routes.

Disseminated: Feb 13, 2017 00:45ET; Produced: Feb 12, 2017 17:42ET
Priced as of prior trading day's market close, EST (unless otherwise noted).

All values in USD unless otherwise noted.
For Required Non-U.S. Analyst and Conflicts Disclosures, see page 10.



RBC Fare Survey 
We present below the results of our RBC Fare Tracker. This proprietary algorithm provides investors a unique snapshot of Air 
Canada and WestJet’s ticket pricing strategies … and a window into yield growth trends before they are announced.  

 

Air Canada 

Air Canada is beginning to see 
positive fare growth Y/Y in the early 
parts of 2017, as compiled by the 
RBC Fare Survey. The RBC Fare 
Survey is pointing towards positive 
fare growth of +0.7% Y/Y quarter-to-
date. After adjusting by 350bp to 
account for stage length changes, it 
points towards a yield decline of 
-2.8%, which compares to our 
current Q1/17 yield estimate at -2%.  
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Source: RBC Capital Markets estimates, Company websites 

 

WestJet 

We note that the RBC Fare Survey 
did pick-up a nice lift in fares in 
January – which points to 
management’s comments on the 
Q4/16 conference call that they had 
implemented a couple of fare 
increases to help offset higher jet 
fuel prices. The RBC Fare Survey is 
pointing to fare price growth at 
+2.8% quarter-to-date for WestJet. 
After adjusting down by 50bp to 
account for stage length changes, it 
implies a yield of +2.3% Y/Y, as 
compared to our current Q1/17 yield 
estimate at +2.5%. 
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The Load Factor 
Industry trends 

Air Canada no longer provides monthly traffic stats, 
and as such, we continue to use industry peer data. 
Our sample includes Delta, IAG, Ryanair, easyJet, 
Alaska, Norwegian, WestJet, and SouthWest. On 
average, the early responders reported a modest 
decline in load factor as capacity of 5.9% tracked 
above traffic growth at 5.6% in January. 
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The early responders reported a modest decline in load 

factor as capacity of 5.9% tracked above traffic growth at 
5.6% in January

 

WestJet 

WestJet reported traffic growth in January at 6.2% 
Y/Y (vs. our 5.5%), on capacity growth at 6.3% (vs. our 
6%). And while plane utilization slipped slightly and 
broke WestJet’s trend of ten months of consecutive 
load factor expansion, the reported load factor at 
80% still remains very healthy. Management on the 
Q4/16 call this week did also indicate that they have 
been able to push through two fare price increases 
recently, helping to offset higher jet fuel prices. We 
will be looking at how fares are tracking in light of the 
7.5% to 8.5% domestic capacity addition 
management has earmarked for 2017. 

1.4

1.8

2.2

J F M A M J J A S O N
2017 2016 2015 2014

RPM (B)

 

1.6

2.0

2.4

2.8

J F M A M J J A S O N

2017 2016 2015 2014

ASM (B)

 

January

2017 2016 Δ

RPMs (B) 2.122 1.998 +6.2%

ASMs (B) 2.653 2.495 +6.3%

Load Factor 80.0% 80.1% -0.1 pts
 

 

 Source: RBC Capital Markets estimates, Company websites 

 

RBC Flight Deck

February 13, 2017 3



The Bombardier New Order Map 

We outline order campaigns in which we believe Bombardier Aerospace (BA) is participating. The bigger the heat, the bigger 
the potential impact on the BBD shares, in our view. 

 

 
 
 

CUSTOMER TYPE SIZE / VALUE TIMING / COMMENTS HEAT 

Multiple 
airlines  

Commercial: 
CSeries 

Potentially 50+ 
(~$3.4B) 

With eight airlines with Cseries’ order commitments (at 200+ 
aircraft), BBD could announce several conversions to firm 
orders.  

 

Chinese 
Airlines  

 

Commercial: 
CSeries 

+20 potential 
order size 
(+$1.4B) 

BBD flew in the CS300 to Air Show China last month, which 
generated good interest. With two conditional orders, which 
includes CDB Leasing (five CS100s and ten CS300s) and Zhejiang 
Loong Airlines (LOI signed for 20 CS100s) we continue to look 
for these orders to convert, and potentially new ones in the 
region. 

 

Latin 
American 
Airlines 

Commercial: 
CSeries 

Uncertain Bombardier is set to take the CSeries on a Latin American tour 
later this year. The plane is set to stop in every country from 
Mexico to Argentina – according to Bombardier executives. 

 

JetBlue Commercial: 
CSeries 

Uncertain Following the Delta win, JetBlue has resumed talks with 
Bombardier. The CSeries may substitute E-190s for short-haul, 
high-frequency routes out of Boston.  

AtlasJet  Commercial: 
CSeries 

LOI signed for 10 
CS300 + 5 options 

The LOI was signed November 2011. We expect this order to 
firm once in-flight data is compiled. 

 

SpiceJet Regional: 
Q400 

Up to 50 The carrier is looking to buy 50 additional regional jets and is in 
talks with Bombardier, ATR and Embraer about placing a large 
aircraft.   

CityJet Commercial: 
CSeries 

Uncertain CityJet chose to take 15 Superjets over 12-year leases. A 
CSeries order is still possible, but timing has likely been pushed 
out.  

Delta Air 
Lines 

Regional: 
CRJ900 

Potentially 50+ 
(~$2.3B) 

Recent Union negotiations failed to secure scope-clause 
changes for 100-seat jets to be flown by regional airliners. Next 
opportunity will be in 2018.  

OVERALL HEAT GAUGE 

We are maintaining the heat at more elevated levels. With the CSeries now on revenue 
generating flights, and as performance and dispatch reliability numbers come in, we believe 
there will be renewed interest in the CSeries. Bombardier management showed renewed 
vigor on the potential sales ramp following the Air Canada and Delta orders – highlighting 
interest from Chinese airlines, lessors, and low cost carriers. 

HOT
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Air Buzz 
As part of RBC Flight Deck, we highlight news with implications relevant to the Canadian aerospace industry, in particular as 
related to Bombardier and CAE.  

Bombardier 
Narrow-bodies 
 Passengers like flying on planes not made by Boeing or Airbus. According to the 

Economist, after struggling with production delays and budget overruns, the CSeries is 
now enjoying a smooth entry into service. Airlines like the plane for its reliability and 
fuel efficiency. Passengers seem to like the on-board experience, praising its large cabin 
windows, high humidity and low noise levels (the engines on the CSeries are up to 20 
decibels quieter than on comparable planes). The 3-2 seat layout means that only one in 
every five passengers must endure a middle seat, compared with a third on most 737s 
and A320s. Plus, Air Baltic and Swiss are compensating those sandwiched between two 
passengers by adding half an inch (1cm) to the already-ample standard seat width (lifting 
it from 18.5 inches to 19 inches). (Source: Economist, February 7) 

 And so do pilots… AirInsight recently had their resident pilot expert take the CSeries on 
a full test run. Overall, the pilot was highly impressed by the CSeries from a flying 
perspective. Key observations were as follows: 

o The C Series cockpit layout sets high standards for ergonomics, situational 
awareness and low workload. 

o Pre-flight checklists are comparatively short. The cockpit is designed for 
electronic checklist use, to prevent pilots from skipping over or forgetting to 
return to deferred items. 

o Starting the engines simply requires turning on the run switches one at a time. 
The aircraft automatically reconfigures bleed air, air-conditioning, electrical and 
fuel systems for the start and then again when it is complete. 

o Roll response was crisp, but well damped, a tribute to the fly-by-wire control 
system. It was apparent the aircraft has comparatively little drag 

o The semi-active sidesticks are a leap forward in situational awareness. The 
speed-stable control law also helps keep flight crews in the loop, providing a 
natural feel. 

 

Regional Jet 
 CS100 too large for Wideroe. Accroding to Flight Global, Norwegian regional carrier 

Wideroe opted for the Embraer 190-E2 after concluding that the Bombardier CS100 
would have been too large. The carrier says it considered the CS100 and says the aircraft 
“does meet our technical and operative requirements”. “However, the size of the 
aircraft is slightly too big for our market needs,” the airline states. Wideroe is taking 
three initial Embraer 190-E2 aircraft, fitted with 114 seats. It says the E2 family, with a 
capacity of 90-138 seats, “fits our market strategy better” than the CS100. (Source: 
Flight Global, January 17) 

 

Business Aviation 
 Flat is better than down. After a disappointing 2016, Gulfstream expects deliveries of 

outfitted business jets to increase slightly in 2017 as the entry-into-service of the G500 
replaces the venerable G450 in the market. Gulfstream also has been encouraged by 
signals suggesting a sales rebound began to gather momentum in the second half of 
2016, (Source: Flight Global, January 27) 
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CAE 
Civil 
 Textron Aviation announced significant growth of Cessna Pilot Center Network. 

Textron Aviation Inc. has announced its Cessna Pilot Center (CPC) network added 24 new 
partners in 2016, including five international flight schools in Argentina, Canada, 
Colombia, Germany and Poland. The CPC network now includes a total of 163 flight 
schools, with plans for further growth and expansion. (Textron Aviation, Jan 18, 2017)  

 Discussions around lower commercial flight-hour requirement: Air Force chief of staff 
notes that adjusting the federal regulation that requires 1,500 flight hours for 
commercial airline pilots will help mitigate the existing pilot shortage. Non-military 
training hours were raised from 250 to 1,500 after the 2009 crash of Colgan Air Flight in 
Buffalo NY. There have been discussions between the Air Force and major airlines on 
how the two sectors can work together to alleviate pilot shortages; key topics include 
amending the 1,500-hour flight hour rule, better scheduling reserve requirements, and 
integration of new training technologies. (Stars and Stripes, Feb 7, 2017) 

 

Military 
 Military Simulation Training Market projected to grow at ~3% through 2026E, to 

US$17.7bn by 2026. Orbis research published its forecasts for the Global Military 
Simulation and Virtual training market in January 2017. Findings suggest that the 
Military S&T market is currently valued at US$13.3bn, and is projected to grow at a 
CAGR of 2.9% through the 2016-2026E period, to US$17.7bn by 2026. Current data 
suggests flight simulators will account for 59% of the global military simulation market, 
followed by maritime and combat simulators with shares of 21% and 20%, respectively. 
The sector is dominated with spending in North America, accounting for 36.4% of the 
market, followed by Europe and Asia Pacific, with 25.4% and 25.2%, respectively. In 
FQ2/17, CAE reported ~40% of revenues in the military segment, and ~50% of revenues 
in North America. (Orbis Research, CAE, Jan 27, 2017)  

 Doss Aviation receives $290MM training contract with US DoD. Doss Aviation receives 
a $290MM 10-year contract to perform undergraduate pilot training services for the US 
Air Force. The contract includes ground and flight training for pilots, combat systems 
officers, remotely piloted aircraft pilots, and international military students. The training 
program will be performed in Pueblo, Colo., and is expected to be completed by January 
2027. (Doss Aviation, Jan 17, 2017) 
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The Landing Strip 

 

Aero India 2017 

When:     February 14-18 

Where:   Bengaluru, India 

What: Aero India is a biennial air show and aviation exhibition held in Bengaluru, India at the 
Yelahanka Air Force Station. It is organized by Defence Exhibition Organization of the Ministry 
of Defence. It is the second largest air show in the world after the Paris Air Show. 

The Buzz: The 11th edition of the Aero India will see participation from a total of 549 companies (270 
Indian and 279 Foreign), 72 participating aircraft, and witness participation from 51 different 
countries.In recent years, the Aero India has emerged as one of the world's most important 
and largest military aviation exhibitions. The Mikoyan MiG-35 and F-16IN Super Viper were 
unveiled for the first time at the 6th and 7th editions of Aero India respectively 
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Appendix 1: Airline Comparables 

EV/EBITDAR EV/Sales EBITDAR Margin 2018E

Symbol Price 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E FCF yield

Discount Airlines

WestJet WJA-CA C$ $22.18 4.5x 4.6x 5.0x 4.7x 1.1x 1.1x 1.0x 1.0x 25% 24% 21% 21% 6.0% 1.9x

Southwest LUV-US US$ $54.71 6.8x 6.5x 6.5x 5.8x 1.8x 1.8x 1.7x 1.6x 27% 27% 26% 27% 7.2% 0.7x

JetBlue JBLU-US US$ $19.80 5.2x 4.6x 5.1x 4.9x 1.5x 1.4x 1.3x 1.2x 28% 31% 25% 24% 9.7% 2.5x###### ###### #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Discount Average 5.5x 5.3x 5.6x 5.2x 1.5x 1.4x 1.3x 1.3x 27% 27% 24% 24% 7.6% 1.6x

Mainline Airlines

Air Canada AC-CA C$ $13.59 4.3x 4.0x 4.3x 3.8x 0.8x 0.7x 0.7x 0.7x 18% 19% 16% 17% 18.8% 2.6x

Delta Air Lines DAL-US US$ $49.26 4.9x 4.8x 5.0x 4.8x 1.0x 1.1x 1.0x 1.0x 21% 22% 21% 21% 10.0% 0.6x

United Continental UAL-US US$ $72.60 4.3x 4.1x 4.9x 4.5x 0.9x 0.9x 0.9x 0.9x 21% 23% 19% 20% 9.3% 1.4x

American Airlines AAL-US US$ $46.45 5.0x 5.0x 5.8x 5.5x 1.1x 1.1x 1.1x 1.1x 22% 23% 19% 19% 9.9% 2.3x#DIV/0! #DIV/0! #DIV/0! #DIV/0!

Mainline Average 4.6x 4.5x 5.0x 4.5x 1.0x 1.0x 0.9x 0.9x 21% 22% 19% 19% 12.0% 1.4x

Regional Airlines

Chorus Aviation CHR-CA C$ $7.17 7.1x 6.7x 6.4x 5.9x 1.4x 1.7x 1.7x 1.6x 20% 26% 27% 28% 14.6% 4.7x

SkyWest Inc. SKYW-US US$ $36.25 5.6x 5.8x 5.7x 5.9x 2.0x 2.0x 1.9x 1.9x 36% 34% 34% 33% 13.7% 4.4x#DIV/0! #DIV/0!

Regional Average 6.3x 6.3x 6.0x 5.9x 1.7x 1.8x 1.8x 1.8x 28% 30% 31% 30% 14.2% 4.5x

Airline Average 5.3x 5.1x 5.4x 5.1x 1.3x 1.3x 1.3x 1.2x 24% 25% 23% 23% 11.0% 2.3x

Net Debt to 

EBITDAR

 
 

Sources: Company reports, FactSet, and RBC Capital Markets estimates for Air Canada, Chorus Aviation, and WestJet. Priced at the close of February 10, 2017 
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Appendix 2: Aerospace Comparables 

 

Exch: 10-Feb CY EPS(1) CY PER CY EV/EBITDA(1) Mkt Cap

Company Ticker Price 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E 2015 2016E 2017E 2018E B

Aerospace

Boeing** NYSE:BA US$ $166.23 $7.72 $7.10 $9.21 $10.12 20.5x 22.3x 17.2x 15.6x 10.5x 12.9x 9.4x 9.0x $101.8

Embraer* NYSE: ERJ US$ $23.33 $1.48 $2.36 $1.83 $2.10 14.6x 9.2x 11.9x 10.3x 6.8x 6.4x 6.0x 5.4x $4.3

General Dynamics** NYSE: GD US$ $184.40 $9.08 $9.79 $10.05 $10.68 19.4x 18.0x 17.5x 16.5x 11.8x 11.5x 11.4x 11.1x $55.8

Textron NYSE: TXT US$ $48.90 $2.50 $2.70 $2.91 $3.25 19.6x 18.1x 16.8x 15.1x 10.6x 10.6x 9.9x 8.9x $13.2

Average 18.5x 16.9x 15.8x 14.4x 9.9x 10.4x 9.2x 8.6x

Transportation & Conglomerates

Siemens XE: SIE EUR 119.65 6.17 6.93 7.91 8.43 19.4x 17.3x 15.1x 14.2x 13.5x 11.9x 10.5x 9.9x $101.7

General Electric NYSE: GE US$ $29.72 $1.31 $1.49 $1.63 $1.91 22.7x 19.9x 18.2x 15.6x 15.4x 16.9x 14.9x 13.8x $262.9

United Technologies NYSE: UTX US$ $111.05 $6.30 $6.61 $6.54 $7.03 17.6x 16.8x 17.0x 15.8x 9.6x 10.0x 10.1x 9.5x $89.5

Average 19.9x 18.0x 16.8x 15.2x 12.8x 12.9x 11.9x 11.1x

Aerospace Multiples 18.5x 16.9x 15.8x 14.4x 9.9x 10.4x 9.2x 8.6x

Transportation Multiples (ex. GE, UTX) 19.4x 17.3x 15.1x 14.2x 13.5x 11.9x 10.5x 9.9x

Average 19.0x 17.1x 15.5x 14.3x 11.7x 11.2x 9.9x 9.3x

Bombardier TSX: BBD.B C$ $2.57 $0.16 -$0.10 -$0.01 $0.08 12.0x nmf nmf 23.2x 12.4x 16.0x 12.5x 9.0x $5.7

*   Covered by RBC Dominion Securities, Industrials analyst Derek Spronck

** Covered by RBC Capital Markets,  Aerospace and Defense analyst Matthew McConnell

(1) Peer group consensus EPS and EBITDA estimates sourced from FactSet  

 
 

Sources: Company reports, FactSet, and RBC Capital Markets estimates. Priced at the close of February 10, 2017 
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