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EFFICIENCY OF AVIATION COMPANIES' FINANCING
AND FORMATION OF ITS INVESTMENT ATTRACTIVENESS

The article discusses the concept and the choice of sources of financing for the investment activi-
ties of aviation companies. The choice of financing instruments for aviation companies, as well as the
optimal capital structure, is an important and necessary stage for conducting effective activities aimed
at achieving the financial stability of the airline company. Especially the problem of choosing sources
of financing becomes relevant in the context of the spread of COVID-19. The object of the article is to
study the modeling of investment attractiveness on the example of airlines. Based on the research of in-
vestment attractiveness in airlines, recommendations were formulated in the field of investment project
evaluation. Scientific and practical significance of the work is that Aviation is one of the fastest grow-
ing sectors in the world, combining technology, innovation, entrepreneurship, economic development,
infrastructure support, demographic growth, and contribution to globalization. Progress in this sector is
impressive in its speed and diversity in nature. Based on the analysis of the investment activity of the
Kazakh company, it was revealed that outdated methods of evaluating the effectiveness of investment
projects are used and it was proposed to use quantitative risk analysis and break-even assessment of
the airline's investment projects for this purpose. In accordance with the research subject, the methods
of scientific knowledge, induction, deduction, comparison, statistics, comparability, financial analysis,
mathematical modeling, analysis and forecasting were used.

Key words: aviation company, investment, financing, investment company, sources of financing.
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ABUAYUSIALIK KOMNAHUSIAAPGbI KAPXXbIAAHGLIPYgbIH TuiMmginiai
YK3HEe OAApPgbIH UHBECTUUUSIALIK TaPTLIMGbIAbIZLIH KAALINTACTLIPY

Makanasa aBMALMSABIK, KOMMAHWSAAAPAbIH MHBECTULMSABIK, KbI3METIH Kap>KbIAQHABIPY KO3AepiH
TAHAQY >KOHE TY>KbIPbIMAAMAChl KApacCTbIpblAaAbl. ABUALMSABIK KOMMAHUSIAAPAbI KAp>KbIAAHABIPY
KYPaAA@pPbIH, COHAQM-AK KanMUTaAAbIH, OHTaMAbl KYPbIAbIMbIH TaHAQY — aBMAKOMMAHUSIHbIH, KAP>KbIAbIK,
TYPaKTbIAbIFbIHA KOA >KeTKi3yre OafbiTTaAraH TUIMAI iC-LIaparapAbl >KYPri3yAiH MaHbI3Abl >KoHe
KQKeTTi Ke3eHi. Ocipece Kap>XblAaHAbIPY Ke3aepiH TaHAay maceaeci COVID-19 iHaeTi Tapa-
AYbl KaFAaMblHAQ ©3eKTi O0AbIM OTbIp. MakaaaHblH, MakcaTbl — aBMAKOMMAHMSAAP MbICAAbIHAQA
MHBECTUUMSIABIK, TapTbIMABIABIKTbI MOAEAbAEYAI 3epTTey. ABMAKOMMNAHWSAAAPAAFbl MHBECTULIUSABIK,
TapPTbIMAbIABIKTbI 3EPTTEY HerisiHAE MHBECTULMSIAbIK >KOOaAapAbl 6aranay CaAacblHAQ YCbIHbICTAP
TY>XKbIPbIMAAAAbI. JKYMbICTbIH, FbIABIMU-TOXIPMOEAIK MaHbI3AbIAbIFbI — aBMaLMs TEXHOAOTMSHbI, MHHO-
BaLMSHbI, KOCINKEPAIKTI, 3KOHOMMKAHbI AAMbITYAbl, MHPPAKYPbIABIMABI KOAAQYAbI, AEMOTPadUSABIK
ecyai, xahaHAaaHyra KOCKaH YAeCiH OipikTipeTiH aAeMAeri eH KapKblHAbl AaMbIl KeAe >KaTKaH
caranapabiH 6ipi. ByA cekTopaarbl iArepiaey ©3iHiH >KbIAAAMAbIFbIMEH >KOHE TaburaTbiIHAAFbI
OPTYPAIAITIMEH TaHFaAAblpaabl. Ka3akCTaHAbIK KOMMAHMAHbBIH, MHBECTULMAABIK KbISMETIH TanAdy
Heri3iHAE MHBECTULIMSABIK >XKO6aAapAblH THMIMAIAINIH 6GaFarayAblH ecKipreH aAiCTepi KOAAAHbIAbIM
>KaTKaHbl aHbIKTaAAbl YKOHE OCbl MaKCaTTa TOYEKEeAAEPAIH CaHAbIK TaAAAYbIH XX8HE aBUaKOMIMaHMSHbIH
MHBECTUUMSABIK >K00aAapbIHbIH, 3aAAACBIBAbIFbIH GaFarayAbl KOAAAHY YCbIHbIAAbIL. 3epTTey MoHiHe
COWKEC FbIAbIMU TaHbIM, MHAYKLMS, AEAYKLNS, CAAbICTbIPY, CTAaTUCTMKA, CAAbICTbIPMAABIABIK, KAP>KbIABIK,
TanAQy, MaTEMaTHKaAbIK MOAEAbARY, TAAAQY JKaHe B0AXKaAY 9AICTEPI KOAAAHBIAADI.

Ty(iH ce3gep: aBUALMAABIK KOMMAHWS, MHBECTULIMSIAAP, KAP>KbIAQHABIPY, MHBECTULIMSIABIK KOMMa-
HUS, KAPXKbIAAQHABIPY Ke3Aepi.

© 2022 Al-Farabi Kazakh National University 57


https://doi.org/10.26577/be.2022.v142.i4.05
https://orcid.org/0000-0003-2441-0218
https://orcid.org/0000-0003-2426-4660
https://orcid.org/0000-0001-9142-4420
https://orcid.org/0000-0002-0865-2869
mailto:Kamilla.Sadvakassova@gmail.com
mailto:Kamilla.Sadvakassova@gmail.com

Efficiency of aviation companies' financing and formation of its investment attractiveness

K.I'. CapBakacoBa'’, A. Axkamiumam?, A.3. Hypmarambertosa', I'.E. KaceHoga'

'Ka3axcKuit HaLMOHaAbHbIN yHUBEpCUTET UM. aab-Dapabu, KasaxcraH, r. AAmaTbl
2YHusepcuteT Husebl, OMaH, r. Hu3Ba
*e-mail: Kamilla.Sadvakassova@gmail.com

AcppexTuBHOCTL (PUHAHCUPOBAHUS ABUAYUOHHLIX KOMNaHU
u chopmupoBaHue ux UHBECTUYUOHHOU NPUBAEKATEALHOCTU

B craTbe paccMaTpuBaeTCs MOHSTUE U BbIOGOP MCTOYHUKOB (PMHAHCMPOBaHMS MHBECTULIMOHHOM Ae-
ATEAbHOCTM aBMaNpPeAnpuaTUin. BoiGop MHCTPYMEHTOB (DMHAHCUMPOBAHMS aBMALMOHHbBIX KOMMaHWIA, a
TakXKe OMTMMAAbHOM CTPYKTYPbl KanmTaAa SIBASIETCS BaXXKHbIM U HEOOXOAMMbBIM 3TAroM AAS BEAEHMS
3P PEKTUBHOM AESTEABHOCTU, HAaNMPABAEHHOM Ha AOCTUXKEeHMEe (PMHAHCOBOM YCTOMUYMBOCTM aBMaKOMMa-
HMn. OcobeHHO npobAaema BbIGopa UCTOUHMKOB (DMHAHCMPOBAHUS CTAHOBUTCS aKTyaAbHOM B YCAOBMSIX
pacnpoctpaHeHna COVID-19. Lleablo cTaTbu 9BASETCS UCCAEAOBAHME MOAEAMPOBAHWUS MHBECTULIU-
OHHOI MPMBAEKATEAbHOCTM Ha MpUMepe aBMakoMnaHwii. Ha ocHoBe MCCAeAOBaHWUS MHBECTULLMOHHOM
MPUBAEKATEABHOCTM aBMAKOMMAHUIA COOPMYAMPOBAHbI PEKOMEHAALMM B 0OAACTU OLEEHKU MHBECTULM-
OHHbIX MPOEKTOB. HayuHas 1 npakTnyeckasl 3HaYMMOCTb PabOTbl 3aKAIOUAETCS B TOM, YTO aBMaLMs sB-
ASIETCS OAHMM M3 CaMbIX ObICTPOPACTYLIMX CEKTOPOB B MMPE, COYETAIOLIMM B cebe TEXHOAOTMM, MHHO-
BaLMM, NPEANPUHUMATEABCTBO, SKOHOMMYECKOE PA3BUTUE, MOAAEPXKKY MHMPACTPYKTYPbI, AeMorpa-
(hryeckmit pocT 1 BKAAA B raobaamsaumio. [Nporpecc B 3ToM CeKTOpe BMeyaTAseT CBOEN CKOPOCTbIO U
pasHoobpasrem xapakTepa. Ha ocHoBe aHaAM3a MHBECTULMOHHOM AESTEAbHOCTM Ka3axCTaHCKOW KOM-
MaHMM BbISIBAEHO, YTO UCMOAb3YIOTCS YCTApeBLUME METOAbI OLEeHKM 3(p(PEKTUBHOCTN MHBECTULIMOHHBIX
NMPOEKTOB M MPEAAOXKEHO MCMOAb30BaTb AAS 3TUX LIeAe KOAMUYECTBEHHbI aHaAM3 PUCKOB M OLLEHKY
6e3y6bITOYHOCTU MHBECTULIMOHHBIX MPOEKTOB aBMaKOMMaHM1. B COOTBETCTBUM C MPEAMETOM UCCAEAO-
BaHUSI MCMOAb30BAAMCh METOAbI HaYYHOrO MO3HAHUS, MHAYKUMM, AEAYKLIMM, CPAaBHEHWS, CTAaTUCTUKM,
COMOCTaBMMOCTU, (PUHAHCOBOIO aHAaAM3a, MaTEMaTUUYECKOrO MOAEAMPOBAaHMS, aHaAM3a U MPOrHO3MPO-

BaHU4.

KAloueBble caoBa: aBMaUMOHHaa KomMnaHus, WHBECTULUMN, qDl/IHaHCl/IpOBaHI/Ie, MHBECTULIMOHHAasA

KoMnaHm4, MCTOYHUKHA qI)VIHaHCI/IpOBaH n4a.

Introduction

Airlines are well acquainted with debt financing
markets: they are used to using aircraft and other
assets as collateral for loans. But in 2020, for the
first time, American carriers used future cash flows
under their loyalty programs as collateral — and at-
tracted billions of credits for them. United was the
first to take this step: in June 2020, they raised $6.8
billion. They were soon followed by Spirit and Delta
($850 million and $9 billion, respectively). And in
March 2021, American Airlines set a new record for
the amount of financing in the entire history of the
industry: the company received a total of $10 billion
secured by intellectual property and cash receipts
under the AAdvantage program.

These deals (as well as increasingly detailed
reporting on loyalty programs) have lifted the veil
over the enormous value of airline loyalty programs.
Thus, the estimated cost of the AAdvantage and
MileagePlus programs turns out to be significantly
higher than the current market capitalization of the
respective airlines (American and United).

The aviation industry is a strategically impor-
tant industry that ensures the creation of a large
number of jobs, determines the country's defense
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capability and its economic development. More
than 1,500 enterprises are involved in the produc-
tion and creation of aerospace equipment: me-
chanical engineering, metallurgy, radio engineer-
ing and other related industries. The development
of the aviation industry is a strategically important
task of the state. Thus, air transport carries out
more than a third of passenger traffic and requires
fleet renewal due to the development of technical
resources, more than 70% of aircraft are in the final
stage of operation.

Investments are needed for the technical re-
equipment of domestic enterprises of the aerospace
industry, the development of production, the devel-
opment of new technologies, and the increase in the
innovativeness of products.

It should also be noted that the loan attraction
period is short and ranges from 12 to 60 months.
This creates difficulties in the implementation of
long-term projects. So at aviation enterprises, the
average cycle of testing new technical solutions
is 5-7 years for the aircraft and for the flight and
navigation complex and 8-10 years for the engine.
At the moment, the main investor of aviation en-
terprises is the state, but it cannot cover all finan-
cial needs. The current trend in the development of
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strategic enterprises and industries is the creation
of a private sector in the capital of state-owned
enterprises, where the degree of freedom of pri-
vate capital is determined by its share in the equity
(Flivbjorg, 2019:108).

Materials and methods

As a methodological basis, the general scien-
tific principles of cognition of economic phenomena
were used — dialectical, concrete — historical, sys-
temic and other approaches that allowed us to con-
sider the studied phenomena and processes in devel-
opment, identify contradictions, correlate the essen-
tial characteristics and forms of their manifestation.
The study was also based on the developments of
ICAO, methodological approaches in the annual
analytical reports of Airbus, Boeing, Embraer con-
cerns; system reports of Japan Aircraft Development
Corporation, Flight Global- Flight Ascend Consul-
tancy; based on the study of the interrelationships
and measures of dependence of the transparent cy-
clical development of the economy and the aviation
industry, primarily aviation, graphical interpretation
of these dependencies; methodological approaches
to aviation as an integral part of the global econo-
my, as well as methodological approaches to pru-
dential risks associated with the assets of aviation
companies.

The research used methods of a systematic ap-
proach, logical and comparative analysis, com-
parison, grouping and generalization, analogy and
quantitative analysis, as well as other analytical and
predictive methods.

Literature Review

According to V.F. Protasov, the main purpose of
public ratings is to provide potential investors and
other interested parties with information on the ba-
sis of which they determine their investment policy:
establish an acceptable level and volume of invest-
ment investments. In other words, the rating score
is a characteristic of the risk and future profitability
of the enterprise, and represents the probability of
returning the amount of invested funds.

So public ratings are assigned by various rating
agencies, among them can be distinguished such
as: Standard&Poor's Rating Group, Moody's Inves-
tor Service, Fitch Investment, Expert RA, AK&M,
NRA, etc. It can be noted that these rating agencies

are intermediaries between enterprises and investors
and allow reducing the cost of attracted capital for
the enterprise and reducing costs for investors when
conducting their own risk assessment of the enter-
prise. Many scientists note the increasing role of rat-
ing agencies in the investment process due to the
current trends in the globalization of world markets
and capital markets.

There are many different public ratings, such as:
ratings of financial stability, corporate governance,
quality of risk management, support rating, individ-
ual ratings, long-term and short-term credit ratings.
But the most popular among investors and lenders
is only one rating — credit. It should be noted that
for an investor, the credit rating of international rat-
ing agencies is an assessment of financial reliability,
bankruptcy risk, solvency, etc.

The recognition of the rating assessment by in-
vestors and creditors is reflected in their investment
decisions. So, the higher the company's rating, the
lower the interest rate investors provide borrowed
capital. Many institutional investors use the rating in
their own regulations to establish the level of risks
when investing in the company's securities. The
analysis of the regulations of various investors al-
lowed us to make a structurally logical scheme of
the attractiveness of the enterprise for different rat-
ing levels, depending on the value of the credit rat-
ing (Basovsky, 2018:96).

Results and discussion

It is worth noting that project financing over the
past quarter of a century has become more charac-
terized by new features, following along with inno-
vative business technologies, the emergence of new
markets, and a fundamental change in the paradigm
of consumer demand. In General, for purely educa-
tional purposes, sources of investment financing can
be divided into two categories: external and internal
(Makhovikova, 2017:45).

Below we provide a short list of sources of fi-
nancing for aviation companies and their character-
istics:

1. Internal or proprietary resources. Own sourc-
es of financing are represented by material, financial
or intellectual resources that belong to the investor's
company (organization) on the right of ownership,
operational management or economic management.

2. External investment resources. They are mainly
represented by assets through which the company's
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investment project will receive funding from organi-
zations that are not related to its business in any way.
Such resources have a mandatory repayment character
or they contain conditions of a specific encumbrance:
credit resources, including commodity loans, which take
the form of leasing contracts (Krapchatova, 2018:106).

Let's compare the current liquidity indicators of
Russian and Kazakh companies — Figure 1.

As you can see, the current liquidity is higher
for Kazakhstani airlines, the leader is SCAT (2.2),
Air Astana (1.91). Next, it is necessary to note Ural
Airlines (1.4) and S7 (1.3).

Current liquidity ratio (norm: 1.5-2 and higher)

Scat I 2,2

QAZAQ AIR I 0,9

Air Astana I 1,91

Ural Airlines

"Russia" I 0,7

I 1,4

S7 I 1,3

Aeroflot I ]

0 0,5 1

1,5 2 2,5

Figure 1 — Airline current liquidity ratios in 2019

Note: Compiled by the author based on the source of Annual reports Scat, Qazaq Air, Air Astana, Ural Airlines, “Russia”, S7

and Aeroflot

According to the forecast of the International
Air Transport Association (IATA), a full recovery
in demand for air transportation will occur only in
2024, but on the horizon of the next year, we can
expect an increase in United Airlines quotes due to
the flexibility of its business and the high probability
of receiving state support by air carriers.

Lufthansa shares on the Frankfurt Stock Ex-
change have lost 54% since the beginning of the
year. As of October 27, the cost of one paper was
7.72 euros per piece.

According to preliminary data, adjusted earn-
ings before interest and taxes (EBIT) in the third
quarter amounted to -1.262 billion euros against
1.297 billion euros a year earlier. The operating
loss amounted to 4.161 billion euros. As of the
end of September, the group had 10.1 billion euros
of liquid funds. This amount includes assistance
packages from the governments of Germany, Swit-
zerland, Austria and Belgium in the amount of 6.3
billion euros. In the fourth quarter, the carrier plans
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to operate at the level of 25% of its last year's ca-
pacity.

Shares of Air France-KLM Group on the Euron-
ext exchange in Paris have fallen by 68% since the
beginning of the year, to 3.09 euros apiece.

The company has not yet released the results of
the third quarter. At the end of the second quarter,
the group reported losses of 2.6 billion euros. The
loss for six months, taking into account these re-
sults, amounted to 4.4 billion euros. If you look at
the individual components of the group, Air France
and its subsidiaries lost more than 1 billion euros,
while KLM reported 493 million euros in losses.
Transavia's loss for the second quarter amounted
to 111 million euros. The group's liquidity reserves
at the end of June amounted to 14.2 billion euros,
mainly due to the assistance of the governments of
France and the Netherlands in the amount of 10.4
billion euros (Khomkin, 2019).

The capitalization of the largest airlines is shown
in Figure 2 below.
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Figure 2 — Capitalization of the world's largest airlines in 2020, USD billion

Note: Compiled by the author based on the source (Passenger air transportation)

In 2020, the industry may lose up to 314 billion
US dollars (55%) of total revenue from passenger
transportation, amid travel restrictions and the effect
of declining confidence, exacerbated by the global
recession.

The final financial data of the airlines for the 4th
quarter of 2019 indicate a modest improvement in
profitability across the industry ahead of global dis-

Table 1 — Airline stock indicators in 2020, USD

ruptions due to COVID-19. Based on our latest as-
sessment of the impact of the epidemic, we believe
that in 2020 the industry could lose up to US$ 314
billion (55%) of total passenger revenue, amid trav-
el restrictions and the effect of declining confidence,
exacerbated by the global recession.

Airline stocks fell sharply again in March 2020
amid the pandemic crisis — Table 1.

Indicator MAR Index Growth rates, %
For the month For the year Since the beginning
of the year

In the whole world 68,2 -34,7 -46,1 -49,6
Asia-Pacific Airlines 66,5 -23,7 -44,2 -39,5
European airlines 54,4 -36,4 -44.7 -51,9
Airlines of North 82,8 -36,3 -46,9 -50,7
America

FTSE 113,1 -13,8 -13 -21,8

Note: Compiled by the author (Air transportation of passengers by the end of 2020)

The global airline stock price index fell 35%
year-on-year. Compared to the previous month, in
March there was a significant decline in the global
stock market (-14%). The biggest decline occurred
in the first three weeks of the month due to COVID-
19-related travel restrictions, including a travel ban

between the US and Europe. At the end of March
this year, the index began to recover as governments
began to take measures to mitigate the impact of the
virus.

The stock indices of European and North Amer-
ican airlines fell significantly faster (-36%) than the
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decline in airline stocks in the Asia-Pacific region. The
"best" indicators of the Asia-Pacific region can be par-
tially explained by the preliminary signs of recovery
observed in the Chinese market (Katasonov, 2016).
The final financial data for the 4th quarter of
2019 confirm that industry-wide profitability was

Table 2 — Financial results of the world's airlines in 2018-2019

improving before the global disruptions with CO-
VID-19 began. The industry-wide EBIT indicator
was at the level of 7% of revenue, up to 1 percent-
age point compared to Q4 2018. All regions posted
higher EBIT profit results compared to last year
(Table 2).

Airline number in Region 2018 2019
the rating EBIT margin, % | Net profit after tax, USD | EBIT margin, % | Net profit after tax,
million USD million
14 North America 9,5 2777 10 3423
26 Asia-Pacific 4,7 919 5,6 1187
Airlines

15 Europe 2,5 -304 3,7 463

7 Latin America 6,1 393 11,3 32

3 Other 7,5 -319 13,4 58

65 General 5,9 3466 7 5163

Note: Compiled by the author based on the source (Air transportation of passengers by the end of 2020)

Looking ahead, we can say that the first quarter
0f 2020 will bring us a completely different picture.
Based on our latest impact assessment, we believe
that losses in 2020 will amount to US$ 314 million
(a decrease of 55% compared to the previous year).

Table 3 — Airline liquidity indicators in 2018-2019

The decline will occur as a result of travel restric-
tions and loss of confidence due to COVID-19, ex-
acerbated by the expected global economic reces-
sion.

Airlines face the risk of a liquidity crisis.

Airline Region 2018, growth rates, % 2019, growth rates, %
number in Net cash Capital Free cash Net cash Capital Free cash
the rating flow, % expenditures, flow, % flow, % expenditures, % flow, %
%
14 North America 11,6 13,5 -1,9 9,6 11,3 -1,7
9 Asia-Pacific 5,9 14,8 -8,9 16 16,7 -0,7
Airlines
10 Europe 23 14,7 -12,4 6,1 16,5 -10,4
6 Latin America 15,9 9,6 6,3 22,7 19.9 2,8
2 Other 5,6 19,5 -13,9 41,1 15,3 5,7
41 General 8,5 13,7 -5,3 10,3 14,1 -3,9
Note: Compiled by the author based on the source (Air transportation of passengers by the end of 2020)

An expanded sample of 41 airlines this month
shows a modest improvement in industry-wide
cash flow in the 4th quarter of 2019 against the
4th quarter of 2018 (an increase of 1.8 percentage
points to 10.3%) and, in general, capital expendi-
tures have stabilized (14%). As a result, the indus-
try's free cash flow (FCF) remained negative, at
-3.9% of revenue.
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Since then, airlines have been taking urgent
measures to preserve cash amid the COVID-19 cri-
sis. 50% of them had a fleet of aircraft grounded,
which helped carriers reduce costs and variable
costs. Depending on the hedging mechanisms, jet
fuel prices provided little support.

Despite this, the liquidity of airlines remains un-
der threat due to a large share of fixed and semi-fixed
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costs (49% of total costs) and accumulated liabilities
from tickets sold. Premium income growth has out-
paced the economy in all but one key market. In the
first two months of 2020, premium class passengers
accounted for another 5.0% of global international
departure-destination traffic, unchanged compared
to the full year 2019 and slightly lower than the
same period last year (5.2%). But as for income, in-
come from premium seats corresponded to 30.9%
of the International total in the year to February
2020, which is 0.7 percentage points more than in
the same period of 2019. In January-February 2020,
the growth of premium passenger traffic was stron-
ger than its economic counterpart in large markets.
the transatlantic market, as well as several smaller
markets. Premium income growth was higher than
economic growth in all markets, with the exception
of Europe-Middle East — an improvement compared
to January, when three premium markets showed
low performance compared to the economy.
Passenger demand is falling sharply, and freight
traffic is only slightly more stable. A significant
decline in demand for air passengers continued in
March, when global revenue in passenger kilome-
ters fell by an unprecedented 52.9%. COVID-19

Table 4 — Financial indicators of Muslim airlines in 2019

continued to spread rapidly around the world during
the month, prompting countries to introduce lock-
downs and travel restrictions.

In March, the general industrial passenger traffic
ratio decreased by 21.4 percentage points to 60.6%.
Although airlines cut flights and grounded planes,
it wasn't enough to meet the evaporating demand.
North America and the Asia-Pacific region were the
most affected regions.

Consider the Muslim airline companies Malay-
sia Airlines, Air Arabia, Emirates.

Emirates Group has announced the results of
the first half of the 2019-2020 financial year. Dur-
ing the reporting period, Emirates Group's revenue
amounted to US$ 14.5 billion and decreased by 2%
from US$ 14.8 billion in the same period a year ear-
lier. This slight decrease in revenue was mainly due
to the planned reduction in carrying capacity dur-
ing the 45-day closure of the southern runway of
Dubai International Airport (DXB) and unfavorable
currency fluctuations in Europe, Australia, South
Africa, India and Pakistan. This is reported by the
Emirates press service.

The following table 4 shows the financial com-
panies of Muslim airlines in 2019.

Indicator Malaysia Airlines Air Arabia Emirates
Revenue, billion US dollars 17,51 3,61 17,41
Market capitalization, billion US dollars 3,07 4,99 59,94
EPS, the ratio of the company's net profit -0,13 0,11 1,18
available for distribution to the average
annual number of ordinary shares

Note: Compiled by the author based on the source of Annual reports of Malaysia Airlines, Air Arabia and Emirates

Malaysia Airlines and Emirates have a predominance in revenue. Emirates Airline has the largest market

capitalization Figure 3.

Malaysia Airlines

m Revenue, billion US dollars

5
0 1
20
361 4
10 ﬁﬁh%ﬁ
0

Air Arabia

Emirates

u Market capitalization, billion US dollars

Figure 3 — Financial indicators of Muslim airlines in 2019

Note: Compiled by the author based on the source of Annual reports of Malaysia Airlines, Air Arabia and Emirates.
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The decrease in revenue was the result of the
COVID-19 pandemic in the last quarter, as well as
the planned 45-day closure and reconstruction of
the Southern Runway at Dubai International Airport
(DXB) in the first quarter, where Emirates had to
operate a reduced flight program, and the operations
of the UAE airport dnata similarly reduced traffic to
DXB. In 2019-20, the group continued to increase
its potential with investments totaling 11.7 billion
dirhams UAE in new facilities, aircraft and tech-
nologies. Emirates Group's diverse workforce has
always been a key component of success, and con-

Table 5 — Best Airline Stock Price

tinues to invest in employees through various train-
ing and professional development programs. The
culmination of this year was the launch of Sehaty,
a group health and well-being program aimed at de-
veloping a culture of health throughout our organi-
zation (Fedotova, 2017).

The best value of airline stocks is airline stocks
with the lowest 12-month trailing price-to-earnings
ratio (P/E). Since profits can be returned to share-
holders in the form of dividends and share repur-
chases, a low P/E ratio shows that you pay less for
every dollar of profit received (Table 5).

Company Price ($) Market Capitalization ($B) 12-Month Trailing P/ E Ratio
Chorus Aviation Inc. (CHR.TO) About $ 2,53 About $ 0,4 5.6
SkyWest Inc. (SKYW) 34.58 1.7 10.5
Exchange Income Corp. (EIF.TO) About $ 32,67 About $1.1 22.2

Note: Compiled by the author based on the source of Annual reports of Chorus Aviation Inc, Sky West Inc, Exchange Income

Corp.

Chorus Aviation Inc.: Chorus Aviation is a Ca-
nadian holding company that offers aviation ser-
vices, including scheduled passenger transportation,
through subsidiaries Chorus Aviation Capital, Jazz
Aviation and Voyageur Aviation. The company
offers contract flights, aircraft leasing and main-
tenance. Chorus reported a 25.1% decrease in net
profit as operating revenue fell 44.6% in the sec-
ond quarter of 2020, which ended June 30, 2020.
The company stated that the drop in net profit was
caused by the global impact of COVID-19, which
was only partially offset by a change in unrealized
foreign exchange.

SkyWest is a holding company that manages
regional airlines offering scheduled passenger ser-
vices to destinations in the United States, Canada,
Mexico and the Caribbean. The company reported
a net loss of $25.7 million as total operating rev-
enue fell 53.0% in the second quarter of 2020, which
ended June 30, 2020.3SkyWest said its lower results

Table 6 — Airline stocks with the lowest profit decline

compared to last year's quarter were due to reduced
flight schedules and reduced demand as a result of
the COVID-19 pandemic.

Exchange Income is a Canadian diversified com-
pany specializing in aviation and manufacturing. It
provides scheduled airline and charter services, as
well as emergency medical services in select regions
across Canada. The company also offers products
for metal production and related services. In early
August, Exchange Income announced the comple-
tion of the acquisition of Window Installation Spe-
cialists Inc., a private company for $45 million.

The airline stocks with the lowest profit decline
are the airline stocks with the lowest decrease in
earnings per share on an annualized basis (EPS) for
the last quarter. All other airline stocks that we re-
viewed reported losses in the last quarter. A com-
pany's ability to maintain profitability in a complex
business environment can be a sign of good man-
agement and/or a strong business model (Table 6).

Company Price ($) Market Capitalization ($B) EPS Growth (%)
Chorus Aviation Inc. (CHR.TO) About $ 2,53 About $ 0,4 -25.0

Exchange Income Corp. (EIF.TO) About § 32,67 CAS$1.1 -89.2

Note: Compiled by the author based on the source of Annual reports of Chorus Aviation Inc, Exchange Income Corp.

64



K.G. Sadvakassovaet al.

The stocks of the airlines with the best per-
formance are the stocks of the airlines that had
the best profitability or the smallest decrease

Table 7 — Airline stocks with the best performance

in total profitability over the past 12 months
of all the companies that we considered
(Table 7).

Company Price ($) Market Capitalization ($B) 12-Month Trailing Total Return (%)
Ryanair Holdings PLC (RYAAY) 85.83 19.3 353
Allegiant Travel Co. (ALGT) 138.47 2.2 -6.9
Exchange Income Corp. (EIF.TO) About $ 32,67 CASI1.1 -7.4
Russell 1000 N/A N/A 15.9
U. S. Global Jets ETF (aircraft) N/A N/A -37.3

Income Corp., Russell 1000, US Global Jets ETF.

Note: Compiled by the author based on the source of Annual reports of Ryanair Holdings PLC, Allegiant Travel Co., Exchange

Ryanair is an Irish airline offering low-fare pas-
senger air transportation to destinations in Europe.
The company also offers additional services related
to the basic service of air passengers, such as un-
scheduled scheduled flights. Ryanair reported a net
loss as total operating revenue fell 94.6% in the first
quarter of fiscal year 2021 (FY), which ended June
30, 2020. The company said the first quarter was its
"most challenging" quarter in its 35-year history due
to the pandemic.

Allegiant Travel offers travel services, includ-
ing flight transportation, hotel reservations, car rent-

Table 8 — Revenue for the last 3 years, in million tng.

al, travel management and other related services.
The company serves customers all over the world.
Allegiant presented a traffic report for August,
which indicated that its monthly revenue decreased
by 48.4% compared to August 2019. Its load fac-
tor, an indicator measuring the percentage of emp-
ty seats filled with passengers, decreased by 41.1
percentage points to 44.1% compared to the same
month last year.

Let's compare the revenue of Aeroflot, Lufthan-
sa Group, and Air Astana (Table 8).

Company 2017 2018 2019
Aeroflot 2664670 3057850 3389405
Lufthansa Group 177895 177710 182120
Air Astana 241536 279336 315750
Note: Compiled by the author based on the source of Annual Reports of Aeroflot, Lufthansa and Air Astana

Air Astana is in second place after Aeroflot in
terms of revenue. Lufthansa Group also showed rev-
enue growth during the study period, with the ex-
ception of 2018. The maximum annual growth is in

2015 and is 7%. The percentage of revenue growth
of the German carrier is lower than the Russian one.
This is due to the significant competition in this in-
dustry in the European market (Figure 4).

65



Efficiency of aviation companies' financing and formation of its investment attractiveness

315750

2019 . 182120 ]
3389405

279336
2018

241536

. 177710 =
3057850

2017 . 177895
2664670

0 500000

Air Astana

1000000 1500000 2000000 2500000 3000000 3500000 4000000

® Lufthansa Group ™ Aeroflot

Figure 4 — Revenue for the last 3 years, in million tng.

Note — Compiled by the author based on the source of Annual Reports of Aeroflot, Lufthansa and Air Astana.

In addition, it is worth paying attention to the
consequences of the pandemic for the aviation in-
dustry. As a result of the COVID-19 crisis, the top
50 most valuable airline brands may lose up to 20%
of the brand value, which is $22 billion. In an un-
precedented three months, this sector has almost
come to a standstill, as travel restrictions make it
impossible for airlines to operate. Even the fall in oil
prices — which would be good news for carriers in
normal times — practically does not change anything
in this difficult situation.

During the financial crisis of 2008, this sector
also faced a serious reduction in demand. It was only
in 2016 that intra-European flights recovered to the
previous level. The severity of the current crisis in-
dicates a recovery in the medium and long term with
noticeable changes in the structure of the market.

Conclusion

The aviation sector is one of the most severe-
ly affected by the COVID-19 pandemic, suffering
from a sharp decline in demand following global
travel restrictions. But it's not the hardest-hit sector
in the world, with oil and gas, leisure and tourism,
and insurance brands likely to be hit harder. This is
partly due to favorable oil prices, which strength-
ened the aviation sector last year.

With a quarter of the world's population blocked
as of March 2020, British Airways and Virgin At-
lantic have also banned 75% and 80% of their flights
respectively — a measure that leaves them tied to vi-
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tal money. This is further compounded by the shut-
down of Boeing production in March 2020, which
will undoubtedly lead to a disruption in the supply
of new aircraft, including spare parts needed for
maintenance.

Airlines will need some form of government
support if they want to survive this pandemic. IATA
said that airlines may need government support in
the amount of 200 billion US dollars. Even one of
the richest airlines in the world, American Airlines,
has announced its intentions to apply for a loan of
§$ 12 billion. Many governments around the world
have announced their commitment to support their
national carriers, including Australia, the UK, the
UAE, the USA and countries across the EU. How-
ever, Governments that do not have the means to
provide this level of support, or any support at all,
may witness its decline.

The COVID-19 crisis poses a dangerous threat
to airlines, which may lose 20% of the total brand
value and may struggle with ever-decreasing de-
mand in the face of global travel restrictions.

Management of non-current assets of the enter-
prise allows to increase the values of such coeffi-
cients as the coefficient of provision of stocks and
costs with own working capital, the coefficient of
financial stability, the coefficient of the real value
of the property. The increase in non-current assets
can occur due to an increase in production volume,
an expansion of the product range, quality improve-
ment, and the introduction of innovative technolo-
gies. The management of non-current assets directly
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includes the following stages: analysis and account- ~ formation of sources of financing of non-current
ing of the direction of movement and volumes of  assets of the enterprise. To increase non-current as-
non-current assets, analysis of the state and efficien-  sets, the company needs to increase its production
cy of their use, optimization of their composition,  potential.

References

ITpotacoB B.®. AHanu3 aesTenbHOCTH NpeanpuaTus (GupMbl): TPOU3BOACTBO, SIKOHOMHKA, (PMHAHCHI, THBECTHUIIMH, MapKe-
THHT. — M.: «DuHaHCH U cTaThcTHKay, 2013. — 536 c.

Altman E., 2015. An emerging market credit scoring system for corporate bonds // Emerging Markets Review, 6, 311 —323.

Partnoy F., 2012. The Paradox of Credit Ratings. In Ratings, rating agencies and the global financial system. Editors R. Levich,
G. Majononi and C. Reinhart. Boston, Kluwer Academic Publishers. 65-84.

Kapmunckuit A.M., [pecenxuii A.A., T'onoaus C.B. Mozenu pedTHHTOB Kak (akTop puCK-MeHemKkMeHTa / MomepHu3arus
9KOHOMHKH 1 obuiecTBeHHOe passutue: C6. / OtB. pex. E.I'. fcun. — M.: U3n.Jlom I'Y BIID, 2017. —K=. 3. — C. 23-33.

Kymnenkor M.IO. KoMriekcHble METOABI OLIEHKH PeHTHHra HHBEeCTUIIHOHHOW HaaexxHocTH / M.YO. Kymnenkos // C6. Tpynos
«YmpaBieHre HHHOBALUMSIMH U HHBECTUIIMOHHON AEATeNbHOCThIO». Hayd. Beimyck 7. — M.: TACUC, 2017.

Cemynkud M.C. IIpuMeHeHne peHTHHIOBBIX OLIEHOK JISi MOAEIMPOBAHMS WHBECTHUIIMOHHOW MPUBJIEKATEILHOCTH OTpaciieit
npowmbiiuteHHoCcTH // Hayka u o6pa3zoBanue. MexBy3. CO. Hayd. TpyaoB. Bbil. No4 «O01iecTBo 1 9koHOMHKay. — M.: UULI MI'V T,
2016.

Kmauunckuit B.U., Kapramosa O.C., HoBukosa A.B. CtpaTternueckoe ympasieHue IpeanpusTueM: Yd. nocobue. — Actpa-
xaHb, 2016.

Xaiikua C. HefipoHHble ceTH: MOTHBIA Kypc. — 2-€ u3a. — M.: "Bunbsamc", 2016.

Jlo6anosa T.I1., Mscoenosa JI.B., Oneiinukosa }O.A. CtpaTernueckoe IIaHUpOBaHUE HA MpeanpusTHr: Y4eld.mocodue ams
BY30B. — 2-€ U31., nepepad. u gom. — M.: «MapT», 2020.

®donombeB A.H., [eiirep 3.A. MenemxkMenT nHHOBaLuil: Teopus u npaktuxa. — M.: PAI'C. 2017.

Oymnep J. Yopasnsit nnn nogunssiics. — M.: @onp "3a skoHOMHYECKYIO rpaMOTHOCTS ", 2012.

Xoiiep B. Kak nenats 6usnec B Espomne. — M.: IIporpecc. 2012.

Xyuek M. "MHHOBaIMK Ha MPEANPHUATHIX U UX BHeapeHue". — M. "Jlya", 2013.

Yepuos B.A. UnBectunmonHnas crpaterust FOnutu, 2013.

Hlapn V., Anekcaunep I'. MuBectuiun: Yuebuuk: IlepeBos ¢ anrnuiickoro. — M.: Uudpa-M, 2018.

IBannap B. IHHOBaunOHHEBIN MeHEeDKMEHT. Y4eOHUK. — M.: By3oBckwmii yueOHuk. 2014. — 382 c.

Iser B.E. "MenemxMeHT kadecTBa" B CHCTEMe COBpeMEeHHOT0 MeHemkMenTa // Ctanaaptsl u kadecTBo. — 2017, Ne6. — C. 48.

lepemer A. ., Caiidpynun P. C., Herames E. B. Meronuka ¢puHancoBOro ananusa npeanpustis. — M., 2012.

ymnerep U. "Teopus sxoHOMHUueckoro pa3sutus". — M. "IIporpecc”, 2012.

ABuanonHblit peiHok Kazaxcrana riaszamu 3apy0exHbIX KcrepToB. Tonbko nudpa / https://365info.kz/2019/05/aviarynok-
kazahstana-glazami-zarubezhnyh-ekspertov-tolko-tsifry

KomnndecTBo peiicoB 1o BceMy MHpPY COKpaTHIOCh U3-3a ManaeMuu Ha 70%. Ka3axcTaHckyue aBHaKOMIAHUM TaKKe Hy KIAl0TCS
B TOCYJapCTBEHHOH MOMOIIM B CBSI3U C NMPHOCTAHOBKOW M COKpateHueM peiicoB u3z-3a COVID-19 // http:/finprom.kz/ru/article/
kolichestvo-aviarejsov-po-vsemu-miru-sokratilos-iz-za-pandemii-na-70-aviakompanii-rk-takzhe-nuzhdayutsya-v-pomoshi-gosu-
darstva-v-svyazi-s-priostanovleniem-i-sokrasheniem-polyotov-iz-za-covid-19

Crarucruyeckuii komuret Pecryonuku Kaszaxcran // https:/stat.gov.kz/

Diip Acrtana // https://airastana.com/kaz/ru-ru/O-nas/Korporativnoe-upravlenie/Godovye-otchety/Arkhiv-godovykh-otchetov

Qazaq Air // https://opi.dfo.kz/p/ru/DfoObjects/objects/teaser-view/18140809?EIDossierTabld=AuditReports

Bpeics // https://opi.dfo.kz/p/ru/DfoObjects/objects/teaser-view/27852?ElDossier Tabld=AuditReports

Cnmcok poccuiickux aBuakommanuit 2020 // https://aviakompaniya.org/aviakompaniya/aviakompanii-rossii-spisok-2020/

ABuanepeBo3ku naccaxupoB K koHiy 2020 roga moryt ymacts Ha 30% // https://www.finam.ru/analysis/marketnews/avia-
perevozki-passazhirov-po-itogam-2020-goda-mogut-upast-na-30-20200424-15150 /

[Maccaxupckue aBuanepeBosku // https://www.tadviser.ru/index.php/Cratbsi:Passenger BO3AyIIHbINA TpaHCIIOPT

T'onosoit otuer 3a 2019 roa. Aspodiaot — Poccuiickue aBuanuanu. URL: https://ir.aeroflot.ru/fileadmin/user upload/files/rus/
common_info/gosa_doc 2020/AFLT-ar19-ru_ 1 .pdf

References

Air Astana // https://airastana.com/kaz/ru-ru/O-nas/Korporativnoe-upravlenie/Godovye-otchety/Arkhiv-godovykh-otchetov

Air transportation of passengers by the end of 2020 may fall by 30% // https://www .finam.ru/analysis/marketnews/aviaperevoz-
ki-passazhirov-po-itogam-2020-goda-mogut-upast-na-30-20200424-15150 /

Altman E. (2015) Sistema osenki kreditosposobnosti korporativnyh obligasi na razvivaiusihsid rynkah [An emerging market
credit scoring system for corporate bonds]. Emerging Markets Review, 6, 311 —323.

Annual Report for 2019. Aeroflot — Russian airlines. URL: https://ir.aeroflot.ru/fileadmin/user_upload/files/rus/common_info/
gosa_doc 2020/AFLT-ar19-ru_ 1 .pdf

67



Efficiency of aviation companies' financing and formation of its investment attractiveness

Chernov V.A. (2013) Investisionnaia strategia funiti [Investment strategy of Unity]

Folomev A.N., Geiger E.A. (2017) Menejment innovasi: Teoria i praktika [Innovation management: Theory and Practice]. M.:
RAGS.

Fuller D. (2012) Upravlii ili podchindisd [Manage or obey].- M. : Fond "Za ekonomicheskuiu gramotnost "

Haikin S. (2016) Neironnye seti: polnyi kurs [Neural networks: a complete course]. 2-e izd. M., "Williams".

Hoier V. (2012) Kak delét biznes v Evrope [How to do business in Europe]. M. : Progres.

Huchek M. (2013) innovasii na predpriatiah i ih vnedrenie [Innovations at enterprises and their implementation], M. "Luch".

Karminsky A.M., Presetsky A.A., Golovan S.V. (2017) Modeli reitingov kak faktor risk-menejmenta [Rating models as a risk
management factor]. Modernizasia ekonomiki i obsestvennoe razvitie: /Ots.ed. E.G. Yasin. — M.: Ed.House of the Higher School of
Economics, 2007. — Book 3. — Pp.23-33.

Kazakhstan's aviation market through the eyes of foreign experts. Only digit // https://365info.kz/2019/05/aviarynok-kazahsta-
na-glazami-zarubezhnyh-ekspertov-tolko-tsifry

Kuplenkov M.I. (2017) Kompleksnye metody osenki reitinga investisionnoi nadejnosti [Complex methods for assessing the
rating of investment reliability]. Nauch. Vypusk 7 . — M.: GASIS.

Lobanova T.P., Myasoedova L.V., Oleinikova Y.A. (2020) Strategicheskoe planirovanie na predpriatii: Ucheb.posobie dla vu-
zov [Strategic planning at the enterprise: Textbook.a manual for universities]. 2-e izd., pererab. i dop.M.: «MarT»;

Partnoy F. (2012) Paradoks kreditnyh reitifiov. V reitifiah, reitiflovyh agentstvah i mirovoi finansovoi sisteme [The Paradox of
Credit Ratings]. In Ratings, rating agencies and the global financial system. Editors R. Levich, G. Majononi and C. Reinhart. Boston,
Kluwer Academic Publishers. — Pp. 65-84.

Passenger air transportation // https://www.tadviser.ru/index.php/Cratssi: Passenger air transportation

Protasov V.F. (2013) Analiz deiatelnosti predpriatia (firmy): proizvodstvo, ekonomika, finansy, investisii, marketifi [Analysis
of the activity of the enterprise (firm): production, economics, finance, investment, marketing]. — M.: «Finansy i statistika». — 536 p.

Qazaq Air // https://opi.dfo.kz/p/ru/DfoObjects/objects/teaser-view/18140809?E1DossierTabld=AuditReports

Russian Airlines list 2020 // https://aviakompaniya.org/aviakompaniya/aviakompanii-rossii-spisok-2020/

Sarp U., Aleksander G. (2018) Investisii [Investments]. Uchebnik. Perevod s angliskogo. — M.:infra-M.

Scat // https://opi.dfo.kz/p/ru/DfoObjects/objects/teaser-view/27852?ElDossierTabld=AuditReports

Semunkin M.S. (2016) Primenenie reitingovyh osenok dld modelirovania investisionnoi privlekatelnosti otraslei promyslenosti
[Application of rating estimates for modeling the investment attractiveness of industries]. Nauka i obrazovanie. Mejvuz. Sb.nauch.
trudov. vyp No4 «Obsestvo i ekonomika». M.: IIS MGUDT.

Seremet A. D., Saifulin R. S., Negasev E. V. (2012) Metodika finansovogo analiza predpriatia [Methods of financial analysis
of the enterprise]. — M.

Statistical Committee of the Republic of Kazakhstan // https:/stat.gov.kz/

Sumpeter 1. (2020) Teoria ekonomicheskogo razvitia [Theory of economic development], M. "Progres"

Svandar V. (2014) innovasionnyi menejment [Innovation management]. Uchebnik. {zdatelstvo: M.: Vuzovski uchebnik. — 382 p.

Sves V.E. (2017) Menejment kachestva v sisteme sovremennogo menejmenta [Quality management in the system of modern
management]. Standarty i kachestvo, Ne6, 48 p.

The number of flights worldwide has decreased because of the pandemic, 70%. Kazakhstan airlines also need state assistance
in connection with the suspension and reduction of flights due to COVID-19 // http://finprom.kz/ru/article/kolichestvo-aviarejsov-
po-vsemu-miru-sokratilos-iz-za-pandemii-na-70-aviakompanii-rk-takzhe-nuzhdayutsya-v-pomoshi-gosudarstva-v-svyazi-s-priosta-
novleniem-i-sokrasheniem-polyotov-iz-za-covid-19

Zhmachinsky V.1., Kartashova O.S., Novikova A.V. (2016) Strategicheskoe upravlenie predpriatiem [Strategic enterprise man-
agement]. Uch. Posobie.-Astrahén.

68



