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A strong platform for growth 
Air Partner is transforming into a diversified global aviation services 
provider. The Group’s strong charter broking business is now combined 
with a growing aviation consulting and training division. We believe that 
this strategy to diversify activities offers investors an attractive mix of 
earnings, which should be more stable through-the-cycle. Air Partner has 
just reported full year results with profits up c.17% y-o-y helped by recent 
acquisitions. We also forecast double-digit earnings growth and healthy 
free cash generation this year, and expect more bolt-on acquisitions. Air 
Partner’s valuation is attractive, trading on a calendar 2017 PE of 14.5x vs. 
the FTSE Support Services sector on 16.7x; dividend yield 4.9%. We 
initiate research coverage with a BUY rating and target price of 160p. 
 
Integrated aviation services generating higher and more stable margins 
Air Partner is transforming into a diversified global aviation services provider, 
balancing earnings from its successful commercial and private jet broking businesses, 
with specialist aviation consulting & training services. The core broking businesses are 
market-leading and our analysis shows that demand for private jet travel in key 
European and US markets is currently resilient. In particular, the Group’s flexible 
prepaid JetCard product has continued to grow strongly. That said, earnings are 
characteristically cyclical and, despite a strong market position, Air Partner faces the 
challenge of more online buying of services. To further diversify, the Group has 
recently added fatigue management consulting to its aviation safety advisory & 
training division. We view these activities as a key driver of earnings growth linked to 
strong demand for value added and outsourced services from the airlines. We expect 
to see more bolt-on acquisitions in these activities. 

Strong full year profit reported; we forecast 10% operating profit growth this year 
Air Partner reported impressive full year results in late April. Operating profit was up 
by c.17% to £5.1m, EPS was up 10% to 6.5p and the dividend was lifted by 7.2% to 
5.2p. Finances are in good shape with a net cash position reported. Growth has been 
driven by the core commercial jet broking division and JetCard. Consulting, partly 
driven by acquisitions, also performed well. Margins are being supported by process 
improvements and efficiencies through the Group’s Customer First initiative. For this 
year (2017-18) we forecast continuing good growth, driven in part by the annualised 
impact of acquisitions in consulting. We calculate that the Group has c.£10m of 
financial headroom for further acquisitions. 

BUY: Attractive valuation and good growth prospects 
Air Partner’s fundamentals and market positions are strong. Broking is a cyclical sector 
but the Group’s activities are broad-based. Consulting & training will form a larger 
component of future profits. We believe that the Group can deliver double digit 
earnings growth and strong free cash (FCFY: c.10%) this year, with potentially more 
upside from acquisitions. Its valuation is attractive, trading on a calendar 2017e PE of 
14.5x vs. the FTSE Support Services sector on 16.7x and FTSE All-Share on 15x. We 
forecast a dividend for 2017-18 yielding 4.9%. 

9 May 2017 | Initiation of Coverage | Aviation Services 
 

Equity Research | UK 
 

Air Partner (AIR LN)  ) 

BUY 
Share price (8 May 2017) 112p 

Target price 160p 
Upside to TP  43% 

Market cap (£m)                                                60 
 

12 month high/low (p) 125 / 60 

 1m 3m 1yr 

Absolute 8 4 34 

Relative  0 3 19 
  

Price & index 

Source: Factset 

 
 

Next news 

Interim 2017-18 - September, 2017  

 

 
 

Business overview 
Air Partner (AIR LN) provides aviation services to
companies, governments and private individuals.
The Group’s core activity is air charter broking
and it also owns Baines Simmons, a world leader
in aviation safety consulting, and Clockwork
Research, a leader in fatigue risk management. 
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Year-end 
Jan. 

Revenue 
(£m) 

Gross 
profit 
(£m) 

 Op. 
Profit 
(£m) 

EPS 
(p) 

DPS 
(p) 

FY PE 
(x) 

EV/EBITDA 
(x) 

Div. yield 
(%) 

2016-17* 42.5 31.7 5.1 6.5 5.2 16.6 9.4 4.8 
2017-18e 43.6 33.9 5.6 7.7 5.5 14.6 8.9 4.9 
2018-19e 44.7 36.3 6.1 8.3 5.7 13.5 8.3 5.1 
2019-20e 45.8 38.8 6.5 8.9 6.0 12.5 7.7 5.4 

 

Source: Company data, CFE Research estimates.  Notes: *2016-17 metrics use the year-end price. 
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A strong platform for growth 

Reasons for our BUY recommendation 

1 Strategy is being executed. Air Partner’s strategy is to build a diversified and 
global aviation services company, adding specialist consulting & training to its 
core charter broking businesses. We believe, demonstrated by recent 
acquisitions, that this is being executed well. Added to this growth strategy, the 
Group is upgrading internal processes and systems to improve profitability. 

2 A good track record despite the cyclicality of market demand. The Group has 
acted to smooth earnings and returns through-the-cycle; we show analysis of this 
later in the note. Recent acquisitions will help. Despite the historic cyclicality of 
earnings, return on equity has averaged c.30% in the past six years, free cash 
generation has been strong and dividend payments have been consistently 
competitive versus the market. 

3 We forecast healthy earnings growth. We estimate double digit operating 
profit growth in 2017-18. This is based on organic growth in broking and 
consulting revenues, more cross selling of services, the full year impact of 
acquisitions and margin improvement through efficiencies.  

4 Attractive valuation and dividend. Air Partner is trading on a calendar 2017e PE 
of 14.5x. vs. the FTSE Support Services index on 16.7x, a 13% discount. The Group 
is also trading at a small discount to its long run average PE metric. Our forecast 
dividend yield for 2017-18 is 4.9% vs. the sector offering 3.4%. 

5 Cash generative, asset and capex light. As a support services company the 
Group operates an asset and capex light model, generating strong free cash 
flows. For 2017-18, we forecast a post capex free cash yield of 10%. Capex to 
revenue is well below 1%. 

6 A strong balance sheet allowing for more acquisitions. Air Partner has made 
three acquisitions in the past 18 months (i.e. Cabot, Baines Simmons and 
Clockwork). The Group has a small net cash position and we calculate headroom 
to do deals up to c.£10m using existing facilities. We anticipate that targets are 
likely to be specialist non-broking businesses. 

7 A strong management team. The team has managed the business well through 
some difficult trading years, and overseen a strong recovery in profits. We believe 
that the team has executed a number of compelling acquisitions.  

8 We calculate a target price of 160p. We use a DCF to derive our target price. 
This is 160p and represents 43% upside to the current share price. 

9 Next catalysts. Interim results in September, 2017.  Further acquisitions.  

Reasons to be cautious 

1 The cyclical nature of broking. Our analysis of markets for business and private 
travel in Europe and the US indicates that demand is fairly robust at the current 
time. But, as ever, business jet flying remains sensitive to economic conditions. 
That said more stable revenues from Baines and Clockwork should help to smooth 
earnings through-the-cycle. 

2 Acquisitions. Identifying suitable and quickly accretive acquisitions can be 
difficult in this sector. Acquisitions in people-based consulting & training 
businesses often carry higher execution and integration risk, in our view. 

 

What does Air Partner do? 

Chartering – Air Partner is a leading charter 

broker, matching customers with commercial 

and business aircraft capacity for their exclusive 

use. Air Partner offers a popular prepaid jet card 

product to allow flexible flying. Charter services 

also include special projects and freight services 

Aircraft remarketing – The Group is a leading 

remarketer of Boeing, Airbus and other aircraft. 

It also offers aircraft acquisition and fleet 

management advisory services 

Consulting – Through its Baines Simmons and 

Clockwork Research brands, Air Partner offers 

comprehensive consulting, training and advisory 

services on safety, regulation, fatigue 

management and resource planning 

 

Share price performance vs. other business jet 

aviation related stocks (12 months, indexed) 
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Financial summary and valuation metrics 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

Financials:     
Gross Transaction Value                 215,829             221,225            226,755             232,424 
Growth 2.4% 2.5% 2.5% 2.5% 
Revenue                   42,538               43,601               44,691               45,809 
Growth -14.8% 2.5% 2.5% 2.5% 
Gross profit                   31,707               33,916               36,283               38,818 
Growth 16.3% 7.0% 7.0% 7.0% 
Margin 74.5% 77.8% 81.2% 84.7% 
Operating profit (adjusted)                     5,114                 5,625                 6,063                 6,534 
Growth 16.6% 10.0% 7.8% 7.8% 
Margin 12.0% 12.9% 13.6% 14.3% 
Margin on GP 16.1% 16.6% 16.7% 16.8% 
PBT (adjusted)                    5,057                 5,575                 6,016                 6,490 
Growth 17.2% 10.2% 7.9% 7.9% 
Margin 11.9% 12.8% 13.5% 14.2% 
EPS (adjusted), p                         6.5                     7.7                     8.3                     8.9 
Growth 10.2% 18.0% 7.9% 7.9% 
DPS, p                         5.2                     5.5                     5.7                     6.0 
Growth 7.2% 5.0% 5.0% 5.0% 
Valuation metrics:     
PE, x 16.6 14.6 13.5 12.5 
PE (calendar), x 16.5 14.5 13.5 12.6 
EV/Revenue, x 1.3 1.3 1.3 1.2 
EV/EBITDA, x 9.4 8.9 8.3 7.7 
EV/EBITDA (calendar), x 9.4 8.9 8.2 7.7 
EV/EBIT, x 10.9 10.2 9.4 8.7 
Free cash yield 7.0% 10.4% 11.1% 12.0% 
Debt/equity -1.7% -2.2% -2.7% -3.4% 
Net debt / EBITDA, x                       (0.2)                   (0.2)                   (0.2)                   (0.3) 
Dividend yield 4.8% 4.9% 5.1% 5.4% 
Dividend cover, x 1.2 1.4 1.4 1.5 
ROE (Cantor method) 34.2% 35.2% 34.5% 33.5% 
PEG, x                          1.2                       0.8                       1.7                       1.6 
Capex to sales 0.6% 0.6% 0.6% 0.5% 

 

Source: Company data, CFE Research estimates 

 

SWOT analysis 
SWOT analysis for Air Partner 

SWOT  Trait 

Strengths  -Reputation for service quality and reliability in jet broking 
 -Geographical reach, well-established broking teams 

  -Diversified broking (i.e. commercial, private, freight & remarketing) 
  -Improved tech. platform (i.e. financial and CRM systems) 
  -Profitable trading through-the-cycle 
  -Stable management team 

 -Robust financial position, headroom for acquisitions 
  -Broad customer base, public and private sector 
  -Plc status for winning new contracts 
Weaknesses  -Limited footprint in the large US market 
  -Exposed to cyclical broking revenues 
  -New to management of consulting & training services 
Opportunities   -Build-out of US footprint in broking 
  -Build-out of consulting & training services 
  -Cross selling of services 
  -Utilising the war chest for further acquisitions 
  -Building the Air Partner brand to cover a wider range of aviation services 
Threats  -Identifying suitable consulting & training acquisitions, risk of over paying 
  -Poor integration, management of acquisitions, staffing-up and retention 
  -Online buying of private flying services, particulary at the entry level 
  -Dividend payment currently above desired cover ratio 

 

Source: CFE Research 
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An overview of Air Partner 

Integrated aviation support services 

Air Partner is a leading provider 
The Group is a leading and global provider of aviation services in the areas of aircraft 
chartering & remarketing, consulting & training and emergency planning. Air Partner’s 
head office is next to London Gatwick airport and it employs 260 people in 20 offices 
globally, including in Europe, the US and Asia.  In the exhibits below we provide an 
overview of profits for the four reporting divisions, including a regional split of gross 
profit. Gross profit and operating profit are key measures of financial performance for 
the business. The commercial jets division is the largest in terms of gross and 
operating profit. Consulting & training is smaller but growing rapidly. The UK is the 
largest market for services provided by the Group. 

 

Gross profit by business (£m, 2016-17, total £31.7m)  Op. profit by business (£m, ex. central costs, 2016- 17, total £7.1m) 

 

 

 

Source: Company  Source: Company 

 

Regional split of gross profit (2016-17, continuing, total £31.7m) 

Source: Company 
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Air Partner provides a range of value added 

services in broking and aviation consulting & 

training. The Group has 14,000 clients, from 

governments and corporations to sports clubs 
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Detailed mapping of the services provided by Air Partner 

Division Services offered Comments 

Commercial Jets On demand aircraft charter Bespoke chartering for sports, music & film, MICE, pharma, autos and oil & gas sectors 
 Series charter Medium term charter services for government, tour operators and cruise companies 
 ACMI  Aircraft, crew, maintenance and insurance (ACMI) leasing 
 Travel services Trip planning, cars, hotels and lounges for individuals or groups 
 CharterPlus Financial protection and insurance services 
  Charters aircraft for parties of 20 to 500 people 
   
  -Air Partner Remarketing 
(formerly Cabot Aviation) 

Aircraft remarketing Remarketing/reselling of commercial jets and corporate aircraft 

   Aircraft types include: B787-8, B777-200ERs, B737-700, ATR72-500, A330-200 
  Clients include flag carriers, regional airlines, operating lessors, manufacturers and banks 
   
Private Jets Chartering services City breaks, finance roadshows, ski, Formula One and other sports events 
 JetCard Pre-paid cards, 25+ hours (all inclusive), six types of jets available 
 Empty legs Discount flying on repositioning aircraft 
  A typical flight is for fewer than 20 people 
   
Freight Charter  Focused on special projects, time critical, outsized and hazardous shipments 
  Oil & gas freight, aircraft parts, automotive parts, dangerous goods and humanitarian aid 
  Fleet available ranges from Learjets to an Antonov 225 (i.e. heavy lift) 
Consulting & Training   
  -Baines Simmons Global aviation safety Consulting on safety, regulation and compliance 
 c.50 employees Training on safety, regulation, compliance and monitoring 
  Quality audits, aircraft surveys, interim management and event investigation 
  Continuing Airworthiness Management Organisation (CAMO) related training 
  The Isle of Man aircraft registry, inspections 
   
  -Clockwork Research Fatigue Risk Management Aviation, mining and oil & gas sectors 
 c.5 employees Assessment, training and consulting 
  Operational analysis, safety audits, risk assessment, training and incident investigation 
  Improvement plans (i.e. Fatigue Risk Management System) 

 

Source: Company, CFE Research 

 

Recent news: strong full year results 

Summary: EPS up 10%, margins lifted and balance sheet strengthened 
On 27 April, Air Partner reported full year results for 2016-17. Gross profit increased 
by 16.3% to £31.7m, adjusted operating profit was up 16.6% to £5.1m and EPS was up 
10.2% to 5.2p. The total dividend was up 7.2% to 5.2p, although cover reduced to 1.3x 
vs. the target range of 1.5x-2.0x. Cash balances excluding JetCard cash increased by 
30.3% to £3.9m. The main operating highlights by division were: 

Broking: commercial jets stronger, freight weaker 
 Commercial Jets strong – A good performance was reported in the US, Europe 

generally and with ACMI activity. Cabot Aviation (now Air Partner remarketing) 
successfully placed three B777s for Kenya Airways. In recent weeks a major 
contract with the UK Home Office has been renewed for a further four years. 

 Private Jet mixed – JetCard reported a very strong year with members up to 222 
vs. 209 in 2015-16 and utilisation at an all-time high. Europe generally performed 
well but UK-based activity, particularly ad-hoc corporate flying, was slower. The 
build-out of US activity continued with new sales people adding momentum 
through the year.  

 Freight weaker – Freight had a particularly strong prior year but in 2016-17 a key 
contract in the oil & gas sector was not renewed. Generally, transportation of 
heavy equipment for this sector has been weak but is now showing some signs of 
recovery. Other activity, such as just-in-time supply of auto parts, was also 
weaker. 

 

Full year results were strong with operating 

profit up 16.6%  

Commercial Jets, JetCard and Aircraft 

Remarketing performed strongly. Freight 

broking was weaker 
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Consulting & Training: integrations completed  
 A strong start – Baines Simmons traded well in its first full year of ownership. 

Clockwork Research was acquired in December 2016 and is now integrated. 
Contract wins during the period included: BAE Systems, Thomas Cook, Marshalls 
and the UK Military Aviation Authority. The division also secured renewal of the 
Isle of Man Aircraft Registry contract for 10 years.  

The exhibit below summarises key financial metrics for the full year. 

Overview of full year results 

Year to 31 January, £000s 2016 2017 Change 

Group:    
Gross profit 27,269          31,707 +16.3% 
Operating profit (adjusted)           4,386   5,114 +16.6% 
EPS (adjusted), p 5.9                  6.5 +10.2% 
Total dividend, p                   4.9                 5.2 +7.2% 
    
Operating profit by segment:    
Commercial Jet Broking                2,952             3,848 +30.4% 
Divisional margin on GP 21.1% 26.2% - 
Private Jet Broking            2,387          2,491 +4.4% 
Divisional margin on GP 25.5% 24.3% - 
Freight Broking              767               233 -69.6% 
Divisional margin on GP 41.3% 20.9% - 
Consulting and Training           (99)              527 - 
Divisional margin on GP -4.8% 9.3% - 
Corporate costs       (1,621)       (1,985) +22.5% 
Total       4,386       5,114 +16.6% 
Margin on GP 16.1% 16.1% - 

 

Source: Company data, CFE Research estimates 

 

A strong balance sheet is essential to support large projects 
As discussed, cash balances improved with better trading. The net debt position from 
the prior year (£0.5m) was converted into a net cash position of £1m. Following the 
year-end the Group refinanced a revolving credit facility for £7.5m which, with an 
overdraft facility, provides c.£10m of facilities. We view robust finances as a clear 
competitive advantage particularly when providing liquidity for large commercial 
broking projects, where significant upfront costs can be incurred. 

FX issues: natural hedges, intelligent sourcing and derivatives help mitigate volatility 
Air Partner holds JetCard cash in GBP, EUR and USD with matched deferred income. 
There is a degree of natural hedging within the business but also derivative financial 
instruments are used to hedge certain transactions. The main recent issue has clearly 
been the weakness in GBP. However, the currency mismatch between revenue and 
costs caused by this weakness was helped by using alternative sourcing for aircraft 
capacity. Overall, the income statement impact for 2016-17 was a gain of £20,000 vs. 
a gain of £2,000 in 2015-16.  

Outlook 

Growth drivers in 2017-18 
Air Partner provided a short comment on current trading and the outlook for the year 
but no financial targets. Trading for 2017-18 has started in line with the Board’s 
expectations. The Group has a strong pipeline and a “degree of optimism” for the new 
financial year. From further discussions with management we believe that the two key 
drivers of growth this year will be commercial jets and consulting & training. 
Commercial jets has new contract wins/extensions with a prominent US financial 
institution and the UK Home Office. This is alongside a strong pipeline of activity with 
football clubs and new aircraft remarketing projects. Consulting & training should 
benefit from a full contribution from Clockwork, new client wins and more cross selling 
of services. 

The cash position improved and new banking 

facilities have been agreed 

Operations are multi-currency but the impact on 

profit is limited due to natural hedges and use of 

derivatives 

We view Commercial Jet and Consulting & 

Training as key drivers of growth this year. 

Current trading is reportedly in line 



 

8 Cantor Fitzgerald Europe Research  

 

Air Partner (AIR LN) | 9 May 2017 An overview of Air Partner 

Share split implemented to improve stock liquidity 
On 31 January 2017, the Group confirmed that it had completed a five-for-one share 
split, resulting in c.52m in total shares. 

Site visit to London Gatwick head office by the Cantor’s team 
We visited the Air Partner team at their head office at London Gatwick airport in late 
March. As well as meeting senior management, we had useful discussions with the 
heads of all the key businesses. 

Strategy for medium term growth 

Building a world-class aviation services group  
Air Partner’s mission is to build a leading aviation services group, based on providing 
high quality broking and consulting services. The Group is targeting a 50/50 mix of 
adjusted operating profit, on a three year view, from these services. Currently c.90% of 
profit is generated by broking. Clearly this implies aggressive growth in consulting & 
training services, organically but also through acquisition. We agree with this strategy. 
Air Partner is a market leader in jet broking but these are volatile and competitive 
markets. The strategy to build a more balanced business, taking advantage of a 
growing market for aviation advisory and training services, is sensible, in our view.   

Long term strategic drivers & initiatives 
Air Partner has established four components to promote balanced growth and robust 
cash generation: 

 Broaden the customer offering – Evidence of this can be seen with the build-out 
of consulting & training services, and new sales capacity being added in the US. 

 Extend the geographical reach – Growing the business in the US is a clear 
opportunity for the Group, in our view. This market is competitive but is also the 
largest broking market globally. There should also be good scope to offer tailored 
consulting & training services. 

 Improving the customer experience – The Group has successfully rolled out its 
Customer First initiative which we discuss in more detail below. 

 Leverage the Air Partner brand and heritage – The jet broking market is 
competitive, particularly with many new online services being offered. That said, 
customers also place a premium on service quality and reliable execution. The 
Group is known as a premium one-stop shop for broking & travel services.  

Customer First: optimizing customer relationships to generate more business 
Air Partner started to implement a customer relationship management and efficiency 
programme in 2015. Measures are big and small. At the operational level, Air Partner is 
“seeing off” as many of its flights as it can and catering has been improved. 
Improvements have also been made to internal operating processes to ensure higher 
quality and consistent services across all divisions. A CRM system and new financial 
management system have been implemented. Clockwork Research will be moved 
onto the CRM system in 2017. The Group is also looking at the branding and 
marketing of all of its services now that it has a more diverse range of activities. The 
financial effect of these programmes can be difficult to quantify. However, notably, 
the Group pointed to a strong performance in private jets in 1H 2016-17 as a result of 
various Customer First measures. 

Acquisition strategy: focused outside of broking, tight control on capital allocation 
We think that Air Partner will continue to target acquisitions outside of the broking 
arena. Focus will continue on the aviation industry, in areas such as training, 
consulting, aircraft remarketing and continuing airworthiness management. 
Diversification into newer areas, such as consulting, carries risks and we think that 
management is more comfortable with bolt-on transactions in the near term. As 

A recent share split was executed to improve 

liquidity 

We have visited the team at London Gatwick 

airport 

The plan is to grow earnings by optimising 

customer relationships, enhancing current 

service offerings and adding new activities  

Air Partner is also focused on improving 

efficiency and the overall customer experience 

Air Partner will continue to broaden the range of 

services it offers through acquisition, whilst 

keeping a tight grip on capital 
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mentioned, with current facilities and internally generated cash, we think that the 
Group has a c.£10m war chest it can utilise before raising fresh equity.  

A common platform for growth 
We have discussed acquisition strategy with management. We were impressed with 
the thoughtfulness of the processes established. As expected, due diligence of 
financial track record and assessment of future economic returns are key components. 
The strategy, service quality, capital, customer base, operating ethos and 
methodologies of the target are all considered. The team is keen to ensure that 
purchases are not dilutive. A key test applied is that acquisitions are profitable before 
cost synergies within the first full year. However, management has also stated that 
they spend a “huge” amount of time getting comfortable with the non-financial 
components of a business, predominantly the people and culture. We view this as 
particularly important as Air Partner is often dealing with owners or managers whose 
decision to sell is triggered by a business or life event. 

In the next sections we review some of the core activities of the Group. 

JetCard: a unique and flexible product 

A leading prepaid card for flexible private flying 
JetCard is a prepaid debit card that is purchased by customers in 25-hour increments. 
Air Partner operates one of the leading products globally, which includes fixed prices, 
guaranteed availability of aircraft, a dedicated account manager and full refunds on 
cancellation. Due to this flexibility, demand for Air Partner’s product has been growing 
strongly, with record cards recorded in 2016-17. The Group holds customer cash and 
records income as deferred until the customer has flown. Cash is held separately from 
Group funds and is not included in debt calculations. As discussed, Air Partner uses 
natural currency hedges to offset risks to cash balances not held in GBP. Key 
competitors in the sector include Marquis/NetJets, Delta Private Jets and Sentient Jet.  

Generally, we think that jet cards are an important product in improving transparency 
and flexibility for customers and owners in private aviation. Air Partner’s success has 
continued with JetCard holders, cash balances and utilisation (i.e. hours flown) all 
improving. The Group is also slowly diversifying from its core UK membership. Clearly 
high utilisation also requires replacement deposits to ensure business momentum. The 
exhibit below shows the numbers of holders and cash held over recent years. 

 JetCard (member numbers and cash in £m) 

 
Source: Company  

 

  

5.6 
7.6 

8.8 

11.9 
14.1 

16.8 15.9 

 -

 2.0

 4.0

 6.0

 8.0

 10.0

 12.0

 14.0

 16.0

 18.0

0

50

100

150

200

250

11-12 12-13 13-14 14-15 15-16 16-17 17-18

JetCard Cash (£m) - right Members

Air Partner operates a market leading prepaid jet 

card. This has been growing strongly 

Utilisation has been high, demonstrating the 

popularity of this product but also the need to 

maintain a healthy inflow of new business 
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Air Partner Remarketing: a growing specialism in aviation 

Core expertise in commercial aircraft with expansion into private jet remarketing  
Air Partner acquired Cabot in 2016 and this now forms part of the Commercial Jets 
division, renamed Air Partner Remarketing. We view remarketing as an attractive 
specialism in global aviation, due to good underlying growth in the market. Tasks 
typically include: matching buyers and sellers, providing a pricing framework for the 
negotiation, establishing technical status and requirements, assessing return and 
delivery conditions and managing the delivery process. It requires good knowledge 
and understanding of aircraft and leasing markets, aircraft assets and technical 
requirements and processes for the transfer of ownership and releasing. The group of 
counterparties involved in ownership and leasing is increasingly complex. The list 
includes: investment and commercial banks, asset managers, manufacturers, lessors, 
insolvency practitioners, airlines and individual investors. Air Partner Remarketing has 
traditionally focused on commercial jets and has recently won business with Kenya 
Airways, China Airlines, Turkish Airlines, Sri Lankan, Aerfin, Bulgarian Air Charter and 
Etihad. As mentioned, 2016-17 was a successful year for the division, and we 
understand that it has a strong pipeline of A330-class aircraft for remarketing this 
year. The division is also developing private jet marketing to diversify revenues. The 
main concern for investors, in our view, is that projects can have long lead times and 
revenues are somewhat uneven. 

Baines Simmons: a leading safety and regulation consultant 
 
Specialist consulting and training services for the aviation industry 
Baines mainly focuses on regulation, compliance and safety consulting. It also 
provides outsourced compliance and auditing services, Aircraft Registry services and 
interim management. Global and regional regulation is becoming increasingly complex 
and onerous, driven by bodies such as the International Civil Aviation Organization 
(ICAO), the European Aviation Safety Agency (EASA) and the Federal Aviation 
Administration in the US (FAA). Baines’ activity is under the EASA and ICAO 
regulatory umbrellas. From our research coverage of the wider aviation sector, we 
believe that airlines will continue to outsource these activities, unwilling to maintain 
significant in-house capability.  

Business process improvement 
Baines focuses on three areas of process improvement: 

 Improving safety, business performance and operational capability 
 Protecting lives, assets and business reputations 
 Reducing risks, inefficiencies and incidents. 
 

The division has developed a bespoke set of tools for measurement and 
benchmarking, action planning and training. This is called SMARRT (Safety 
Management and Risk Reduction Tools). We think that building off-the-shelf solutions 
and more online training packages are a good way for Baines to secure repeat 
business. Baines appears to have strong customer relationships. Indeed, high profile 
customers including SR Technics, the Isle of Man Government and BAE Systems (BA 
LN – NC) have permitted Air Partner to publish promotional case studies on specific 
assignments and services provided.  

Drone technology: a huge potential market for consulting 
An interesting area of development is the use of drones, or unmanned aerial vehicles 
(UAVs). UAVs have significant potential in many industries including construction, 
precision agriculture, process & utilities, mining & aggregates, surveying & mapping, 
law enforcement and civil infrastructure. The regulation of the industry is nascent and 
fragmented, in our view. A whole range of issues from air worthiness to safety and 
airspace restrictions have been raised by the growing use of UAVs. We have briefly 
reviewed statements from the FAA, the UK Civil Aviation Authority (CAA) and ICAO, 

Aircraft remarketing is growing as an industry, 

driven by trends such as more leasing 

We understand that the division has a good 

pipeline but also note that revenues can be 

uneven due to long lead times 

Consulting on safety and regulation matters is a 

growing area of outsourcing in the aviation 

industry  

The UAV market is growing strongly, regulation 

is fragmented 
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and note that there is a broad range of rules and directives. We think that providing 
consulting & training services in this area could be lucrative for Baines. 

Clockwork Research: value added fatigue consulting services 
 
A step forward in broadening Air Partner’s value added service offering 
Air Partner acquired Clockwork in December 2016. The consideration and 
configuration of the purchase were not disclosed but the company reported revenue 
of c.£700k for 2016. We therefore assume that the deal size was modest, reflecting 
that Clockwork is a smaller business. Clockwork provides fatigue risk management 
solutions for clients across the aviation industry, and in other safety-critical operating 
environments, such as oil & gas, mining and law enforcement. The company’s 
approach is founded on scientific analysis of the impact of human fatigue on safety-
critical operations. The team is multidisciplinary including psychologists and safety 
professionals. It has been trading successfully for 10 years.  

Increased regulation and outsourcing is driving demand for services. In January 2014, 
EASA published new rules that require airlines to take a more scientific and systematic 
approach to the management of crew fatigue. A key part of the revised rules is the 
requirement for operators to provide appropriate fatigue management training to 
crew members and personnel responsible for preparation of crew rosters. Services 
provided by Clockwork include: 

 Assessment including gap and roster analysis, surveys and safety audits  
 Training for senior management, operational personal and regulators 
 Consulting on safety strategy, fatigue risk management systems, safety case 

reviews, cultural improvement plans and incident investigation. 
 

Clockwork’s activity is project-based. Assignments may be fixed price or based on an 
hourly rate or monthly fee. The key risks, as with all consulting businesses, are the 
flow rate of new assignments, consultant utilisation, fee levels and reputation. 

An impressive and growing client list 
Clockwork’s client list is impressive, including:  National Express (NEX LN – NC), Jet2, 
Flybe (FLYB LN – HOLD – TP 45p), easyJet (EZJ LN – BUY – TP £12), DHL (Deutsche 
Post-DHL, DPW GR – NC), the UK Department of Transport, Cathay Pacific (293 HKG – 
NC), Cargolux, the Civil Aviation Authority, BP (BP LN – NC), Virgin Atlantic, Air 
France-KLM (AF FP – NC), Aer Lingus, Wincanton (WIN LN – BUY – TP 170p), 
Walmart (WMT US – NC), Thomas Cook (TCG LN – NC), Sussex Police, Shell (RDSB LN 
– NC), Rio Tinto (RIO LN – NC) and the RAF.   

Acquisition is well aligned with Group strategy, growth should now accelerate 
We think that this acquisition is well aligned to Air Partner's strategic plan to offer a 
broader range of added value services. The Group can provide more capital for 
expansion and access to a new customer base, while Clockwork brings value added 
and high margin activity.  

  

Clockwork Research brings specialist training 

and consulting skills in fatigue management 

http://www.clockworkresearch.com/ 

Clockwork has an impressive blue chip client list 

Air Partner provides Clockwork with a good 

platform for accelerated growth 
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Market analysis 

Global business jet aviation services 

An overview of the market and long run demand 
We calculate that the business and private jet market, including flying by private 
individuals, corporates, government and non-government agencies, generates c.$4bn 
of revenues annually. Activity is primarily driven by wealth creation (i.e. GDP growth) 
and the globalization of business and leisure travel. Other factors also apply, including 
convenience, flexibility and congestion at main airports. The global fleet of business 
jet aircraft is c.16,000 (source: Bombardier). By far the largest market is the US. By 
fleet size, this represents 65% of the market. A number of organisations including the 
FAA, European Business Aviation Association (EBAA) and WINGX collect traffic and 
activity data for business aviation. In the exhibit below we have reconstructed and 
aggregated regional data for departures to show a long-run indexed global demand 
trend. Activity boomed before the financial crisis of 2007-08 then declined sharply. 
Since 2011, demand conditions have been mixed but have improved more recently. 

Business jet departures (global, seasonally adjusted and indexed) 

 
Source:  FAA, WINGX, EBAA, CFE Research estimates 

 

Current trading in European markets: demand growth is improving 
As discussed, the US market is the largest globally but Air Partner conducts most of its 
business in the UK and the rest of Europe. In terms of recent and current market 
demand in Europe, 2016 saw a small increase in departures (+1% for 2016 and +1.7% in 
4Q). This lagged growth in the US where activity increased by 1.3% in 2016 and by 
1.95% in 4Q. Looking at very recent data from WINGX, March 2017 saw European 
flights recover sharply, up 8.1% y-o-y and 4.7% y-t-d. Western European markets were 
particularly healthy: UK +8.7%, France +4.3% and Germany +18.8%. However, this March 
data contrasts with a slower start to the year in January and February. The exhibits 
below show growth in total flights and by main airport, using data from the EBAA. 
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Total flights in Europe (growth y-o-y)  Departures at key European airports (growth in departures y-o-y) 

 

 

 
Source: EBAA  Source: EBAA 

 

Business jet flight map for Europe 
For background, the exhibit below shows the key airport pairs in Europe. 

Top European airport pairs for business jets 

Source: EBAA, WINGX 

 

Demand for new aircraft is slowly picking up 
Another way of analysing potential demand is to look at the pipeline for new aircraft. 
New orders are for fleet replacement as well as for growth. We use data here from 
Bombardier (BBD/B CN – NC) for new business jets, covering all manufacturers. 
Bombardier analyse orders by region and size of jet, and forecast growth in the fleet 
of between 3%-4% each year over the next decade. This analysis can be a useful guide 
to where brokers (and allied support services) may want to position their businesses in 
future years. North America is estimated to remain the largest market but China and 
Asia are forecast to grow more strongly. Separately, we show total historic aircraft 
deliveries by all manufactures including Bombardier, Gulfstream, Embraer, Textron 
Aviation and Dassault. This data is provided by the General Aviation Manufacturers 
Association (GAMA) and is for business jets and turboprops. It shows that deliveries 
have slowly improved in recent years. 
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Demand for business jets (to 2024, by region)  New aircraft deliveries (all manufacturers, turboprops and jets) 

 

 

 
Source: Bombardier. Note: excludes turboprop aircraft  Source: Bombardier. Note: includes turboprops and business jets but excludes piston engines 

 

Competitive landscape: fragmentation brings threats and opportunities 
The global air charter broking market is highly fragmented, with low barriers to entry 
and little regulation. We have searched for UK companies offering chartering of light 
to heavy business jets (e.g. Cessna Citations to Bombardier Global 6000s), helicopters 
(e.g. Eurocopter A350) or commercial aircraft (e.g. B737 family). We found nearly 80 
operators. Of course, many of these businesses are small and locally focused. Some 
appear to offer only limited booking services, online or otherwise. We view Air 
Partner, focused on complex travel arrangements, with a combination of private, 
commercial and freight broking, and with global reach, as a strong competitor in this 
challenging market place. 

Market disruption for private flying 

Why hasn’t aircraft chartering just migrated on-line, Uber-style? 
In the past few years, online booking in jet chartering has expanded rapidly (e.g. see: 
jetsmarter.com, stratajet.com, privatefly.com or 365aviation.com) but we understand 
that this is still a small part of the overall market. The reality is that many business and 
leisure travel schedules are, by their nature, far more complex than simply booking 
aircraft capacity. Frequently, flights or travel arrangements are changed multiple 
times. A broker and travel advisor is still required to provide a full and seamless travel 
service. From our research of online sites, although an initial booking can be recorded, 
a call to broker/advisor appears to be required to complete the transaction. Clearly, 
online broking is likely to be a bigger part of the market going forward, particularly in 
areas such as account management. But voice broking will remain crucial, in our view. 
Online broking will also draw in new users of private aviation. Talking to Air Partner on 
this issue, we believe that management fully understands the opportunities, threats 
and the risks. Management is, for example, actively engaged in exploring more use of 
portals and apps for its services. The team is also aware that the online market 
remains immature and largely unproven in terms of profitable trading.  

More flexible use of single-engine turboprops in Europe: a game changer for growth?  
Single-engine turbine aircraft are planes with one turboprop or turbojet engine. Under 
previous EU/European rules they were allowed to be flown commercially only in 
daytime and in calmer weather. In dark, foggy or cloudy conditions the pilot would 
have to rely on instruments to navigate and avoid obstacles. This was forbidden for all 
single-engine aircraft operated commercially. Under EU regulation 2017/363, issued 
on 1 March 2017, these restrictions have now been removed. This could cut costs for 
equivalent flights by 20% to 30% compared with twin-engine aircraft operations. Lower 
costs (and prices) could increase business and private flying. See: New aviation rules 
expected to increase business travel, 6 March 2017, Financial Times. 

Air Partner is positive but cautious on this opportunity. More flexible use of these 
aircraft could open up new routes and markets, and attract new customers. These 
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aircraft may also start to replace helicopters. That said, Air Partner has generally been 
shifting its focus to the higher end of the leisure and corporate market to generate 
better returns. Therefore, supporting this segment is unlikely to be an immediate 
priority.   
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Our forecasts for Air Partner 

Overview 

Basic reporting framework 
Air Partner reports results in four divisions: Commercial Jet Broking, Private Jet 
Broking, Freight Broking and Consulting & Training. Segmental analysis is primarily 
shown for gross profit and underlying operating profit. Corporate costs are shown 
separately at underlying profit. 

Revenue recognition: the agency vs. principal issue with aircraft chartering services 
Air Partner has recently adjusted its revenue recognition methodology to reflect an 
interpretation of IAS 18 (Revenue) as it applies to businesses that provide services as 
a principal or an agent. For Air Partner, this relates to aircraft chartering where an 
invoiced amount issued to a customer includes significant purchased costs (i.e. seats 
on a third party owned jet). Essentially, for most broking transactions, Air Partner is an 
agent and therefore “revenue” is the amount net of bought-in costs. Air Partner 
continues to report a “gross” value number, called Gross Transaction Value, which is 
the total value invoiced to customers ex. VAT. However, focus is on revenue, which is 
adjusted for purchased costs, and gross and operating profit, as normal. We believe 
that gross and operating profit are key measures, as these reflect management’s 
ability to manage the business. This revenue recognition method is in line with 
practice we have seen elsewhere in broking and similar businesses.  

Earnings drivers for the Group and by division 

Group overview: strong growth forecast for 2017-18 
We forecast an operating profit of £5.63m for 2017-18, up 10% y-o-y. We are more 
cautious on growth in the broking divisions but consulting & training profits should rise 
sharply with the annualised impact of acquisitions. Operating margins (on gross profit) 
are forecast to improve, to 16.6% from 16.1%, helped by internal efficiencies. EPS is 
forecast to increase by 18% to 7.7p helped by lower finance costs and a lower tax rate. 
For 2018-19, we forecast steady growth, with operating profits rising by 8% to c.£6m. 
The exhibit below summarises our forecasts, and in the next sections we discuss 
divisional estimates.  
 

Summary financials 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

Gross Transaction Value                 215,829              221,225              226,755              232,424 
Growth 2.4% 2.5% 2.5% 2.5% 
Revenue                    42,538                43,601                44,691                45,809 
Growth -14.8% 2.5% 2.5% 2.5% 
Gross profit                    31,707                33,916                36,283                38,818 
Growth 16.3% 7.0% 7.0% 7.0% 
Margin 74.5% 77.8% 81.2% 84.7% 
Operating profit (adjusted)                      5,114                  5,625                  6,063                  6,534 
Growth 16.6% 10.0% 7.8% 7.8% 
Margin 12.0% 12.9% 13.6% 14.3% 
Margin on GP 16.1% 16.6% 16.7% 16.8% 
PBT (adjusted)                      5,057                  5,575                  6,016                  6,490 
Growth 17.2% 10.2% 7.9% 7.9% 
Margin 11.9% 12.8% 13.5% 14.2% 
EPS (adjusted), p                          6.5                       7.7                       8.3                       8.9 
Growth 10.2% 18.0% 7.9% 7.9% 
DPS, p                          5.2                       5.5                       5.7                       6.0 
Growth 7.2% 5.0% 5.0% 5.0% 

 

Source: Company data, CFE Research estimates 
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Commercial jet broking: broadening the base plus expansion in remarketing 
This is the largest division and the original business of Air Partner. Activity is primarily 
charter broking but also now includes aircraft remarketing. Customers are broad 
based and include the UK Government (e.g. Borders Agency), tour operators, football 
and other sports teams, Formula One and car manufacturers. Activity is transaction 
based with minimal contracted revenues; hence revenue can be volatile. We think that 
the drivers of growth in the near term will be aircraft remarketing, sport clubs travel 
and more activity generally in the US. 

Private jet broking: expansion in JetCard and ex-UK markets 
Around two thirds of private jet broking is ad-hoc chartering. Air Partner has a mix of 
customers ranging from high net worth leisure passengers to larger corporates. The 
rest of the business is JetCard, which is growing strongly. The UK is the largest market 
for Air Partner but European and US expansion is accelerating. Near term, growth 
should come from the US, from more JetCard holders and, generally, from expanding 
the Group’s blue chip customer base. 

Consulting & training: good growth prospects with more acquisitions likely 
We think that these services will be a key driver of growth over the next few years, 
smoothing out potentially volatile broking revenues. For example, Clockwork has 
continued to grow its impressive client base, and has the benefit of being able to 
provide services globally due to the common regulatory regime for fatigue 
management standards. Utilisation and charge-out rates for both Clockwork and 
Baines Simmons are reportedly healthy. We believe that this division also has strong 
cross selling potential, for example, with customer introductions to private jet 
chartering. According to management, a key challenge with this division, due to 
strong demand for services, is finding enough qualified employees to staff-up 
consulting assignments. 

Freight broking: a niche business, opportunistic growth 
We view freight broking as a niche business within the Group. We think that the focus 
will continue to be on special missions such as emergency resupply of parts for the 
automotive industry and transportation of oil & gas equipment. We forecast limited 
growth this year but this division does have the capacity to recovery sharply, and is 
highly operationally geared. 

The exhibit below shows our divisional forecasts for gross and operating profits. 

Commercial is the biggest division in the Group, 

revenues can be volatile but Air Partner’s 

business is diversified. Remarketing has added 

more project-based activity 

Private jet broking has a strong UK core and the 

fast growing jet cards business. The US is likely 

to feature more in growth plans 

Consulting & training is potentially a strong 

source of growth in the next few years 
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Segmental analysis 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

Gross Transaction Value                 215,829              221,225              226,755              232,424 
Growth 2.4% 2.5% 2.5% 2.5% 
Revenue                    42,538                43,601                44,691                45,809 
Growth -14.8% 2.5% 2.5% 2.5% 
     
Gross Profit:     
Commercial Jet Broking                    14,704                15,586                16,521                17,513 
Growth 5.0% 6.0% 6.0% 6.0% 
Private Jet Broking                    10,236                11,055                11,939                12,894 
Growth 9.3% 8.0% 8.0% 8.0% 
Freight Broking                      1,113                  1,169                  1,227                  1,288 
Growth -40.1% 5.0% 5.0% 5.0% 
Consulting and Training                      5,654                  6,106                  6,595                  7,122 
Growth 176.3% 8.0% 8.0% 8.0% 
Total                    31,707                33,916                36,283                38,818 
Growth 16.3% 7.0% 7.0% 7.0% 
     
Operating profit:     
Commercial Jet Broking                     3,848                  3,897                  4,130                  4,378 
Growth 30.4% 1.3% 6.0% 6.0% 
Margin 26.2% 25.0% 25.0% 25.0% 
Private Jet Broking                     2,491                  2,653                  2,865                 3,095 
Growth 4.4% 6.5% 8.0% 8.0% 
Margin 24.3% 24.0% 24.0% 24.0% 
Freight Broking                        233                     234                     245 258 
Growth -69.6% 0.3% 5.0% 5.0% 
Margin 20.9% 20.0% 20.0% 20.0% 
Consulting and Training                        527                     916                     989                 1,068 
Growth - 73.8% 8.0% 8.0% 
Margin 9.3% 15.0% 15.0% 15.0% 
Corporate costs                  (1,985)                (2,074)               (2,168)               (2,265) 
Growth 22.5% 4.5% 4.5% 4.5% 
Total                      5,114                  5,625                  6,063                  6,534 
Growth 16.6% 10.0% 7.8% 7.8% 
Margin on gross profit 16.1% 16.6% 16.7% 16.8% 

 

Source: Company data, CFE Research estimates 

 

Analysis of cash and the balance sheet 

The fundamentals appear sound, with headroom for more acquisitions 
Air Partner is a capex light business and free cash generation can be strong. Working 
capital requirements are sometimes volatile depending on factors such as advanced 
payments for securing aircraft capacity, although management is experienced at 
managing these flows. Debtor days (i.e. DSO - c.40 days) appear reasonable and in 
line with the wider transportation sector. Capex requirements are typically modest, at 
0.6% of Group revenue. We note that the Group has invested significantly in new CRM 
and financial management systems recently, which will improve efficiency and support 
margins. Key banking covenants include a net debt/EBITDA ratio of 1.75x, calculated 
excluding JetCard cash. We estimate, for all forecasting years, that Air Partner will 
maintain a net cash position; covenant metrics are not stretched.    

Our cash forecasts can support a health dividend payment 
A competitive dividend is an important component of the investment case for some 
investors. The analysis below summarises our forecasts for free cash generation and 
coverage of the estimated cost of the dividend. Free cash coverage is comfortable and 
should improve over our forecasting period. 

The Group has a resilient balance sheet and 

working capital positions look sound 

Free cash should continue to improve which will 

support the dividend 
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Net profit, free cash and dividends (£m, cover x)  

 
Source: Company, CFE Research estimates 

 

Potential upside from acquisitions 

We model the potential impact of more bolt-on purchases 
Air Partner is on the acquisition trail and we expect to see more purchases announced 
this year. We analyse below the impact of smaller and larger transactions. This shows 
that if Air Partner spent half of its war chest (i.e. £5m) we could see an annualised 
uplift to earnings of c.15%. 

 Potential upside from further acquisitions (2017-18 estimate base) 

EV EV/EBITDA, x Implied EBITDA 
(£000s), pre 

synergy 

Implied Net Profit 
uplift (£000s) - 
60% conversion 

F'cast net profit 
as is for Group 

(£000s) 

New net profit 
(£000s) 

Uplift to earnings 
(on a 2017-18 

base) 

Implied return 

Smaller deals        
2,500                    4.00                         625                        375                     4,014                   4,389 9.3% 15.0% 
2,500                       4.50                         556                    333               4,014                   4,347 8.3% 13.3% 
2,500                     5.00            500                300             4,014                   4,314 7.5% 12.0% 
2,500                       5.50               455              273  4,014                   4,287 6.8% 10.9% 
2,500                       6.00       417          250            4,014                   4,264 6.2% 10.0% 
        
Larger deals        
5,000                        4.00 1,250                         750                   4,014                   4,764 18.7% 15.0% 
5,000                        4.50             1,111          667                   4,014                   4,681 16.6% 13.3% 
5,000                     5.00          1,000                 600        4,014             4,614 14.9% 12.0% 
5,000                        5.50 909                 545                   4,014                   4,560 13.6% 10.9% 
5,000                        6.00              833          500                   4,014                   4,514 12.5% 10.0% 

 

Source: CFE Research estimates 
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Long run financial performance 

We think that Air Partner has a robust financial track record 
Our analysis below shows profits, cash, returns and dividends for six historic and three 
forecast years. Bearing in mind that the broking business is cyclical, the overall picture 
is of a robust financial performance and solid returns. Earnings should be less volatile 
in future with the addition of more consulting & training activities.  

Gross profit, £m  PBT (adjusted), £m 

 

 
Source: Company, CFE Research estimates. Note*: change in period ends from June to Jan.  Source: Company, CFE Research estimates. Note*: change in period ends from June to Jan. 

 

EPS (adjusted), p  Total cash (non JetCard), £m 

 

 

 

Source: Company, CFE Research estimates. Note*: change in period ends from June to Jan.  Source: Company, CFE Research estimates. Note*: change in period ends from June to Jan. 

 

Dividend per share, p  Return on Equity  

 

 

 
Source: Company, CFE Research estimates. Note*: change in period ends from June to Jan.  Source: Company, CFE Research estimates. Note*: change in period ends from June to Jan. 
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Valuation, comparisons & risks 

Valuation for the Group 

A target price of 160p with 43% implied upside 

We use DCF methodology to determine our target price 
Our main method for valuing Air Partner is a DCF of net cash flows. We believe that 
analysing long-run forecast net operating cash gives the clearest picture of the value 
of the business. Our DCF uses five years of explicit forecasts and five years of semi-
explicit forecasts. We apply a discount rate of 9% (our calculated tax adjusted WACC is 
9%) and a terminal growth rate of 2%. Our derived target price using this method is 
160p which attracts a BUY recommendation under our research criteria. 

DCF-based valuation summary for Air Partner 

Recommendation: BUY  Valuation drivers (10-year DCF)

Current price, pence 112 Op. profit, CAGR                7.0% 
Target price, pence 160 Op. profit margin (average)              12.0% 
Upside 43% Capex / Sales (average)                0.7% 
  Discount rate                9.0% 
Summary value (£m):  Terminal growth factor               2.0% 
EV of explicit cash forecast 39.0  
EV of terminal value 44.0   
Implied EV 83.0 Implied multiples at TP:        2017-18 
Net cash (trailing)   1.0  PE, x              20.9 
Implied equity value, £m 84.0 EV/EBITDA, x              12.8 
Value per share pence 160 EV/EBIT, x              14.7 
 

Source: CFE Research estimates 

 

We will develop SOTP analysis as consulting & training becomes more established 
We think that sum of the parts (SOTP) analysis is currently not relevant as the 
Consulting & Training division is newly formed and it may take some time before a 
steady and sustainable operating margin is identified. We also note that there are few 
direct and quoted peers in the consulting sector. That said we will develop this 
analysis in time. 

Peer comparison 

Air Partner looks good value vs. the wider services sector 

AIR trades at a discount to the wider services sector, and offers superior growth 
The Group has no direct quoted competitors, and most private companies are pure 
play charter brokers. BBA Aviation (BBA LN – NC) mainly provides on-airport 
support services, including refuelling and ground handling, to private and business 
aircraft owners and operators. BBA’s aftermarket business repairs and overhauls 
smaller gas turbine engines and services legacy aerospace components and systems. 
Gama Aviation (GMAA LN – BUY – TP 270p) provides a range of aircraft 
management and maintenance services to private and business aircraft owners and 
operators. Gama Aviation also operates a non-scheduled private and business airline 
in the US on behalf of Wheels Up. Gama Aviation and BBA recently formed a 
maintenance services JV in the US.  

With no direct competitors we think that the most relevant valuation benchmark is the 
broad FTSE Support Services index. Air Partner trades on a PE discount (2017e: 13%) 
and EV/EBITDA discount (11%) to this index and offers a superior dividend and better 
earnings growth. We also show a range of other comparison metrics in the exhibit 
below, including for BBA and Gama. 

Our DCF-derived TP is 160p, implying 43%

upside to the current share price 

Sum of the parts valuation will become more 

relevant as consulting & training develops 

Air Partner trades at a discount to the wider

support services sector 
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Comparative analysis of valuation 

Company / Index Ticker Mkt cap £m CY PE 
17e, x 

CY PE 
18e, x 

EV/EBITDA 
17e, x 

EV/EBITDA 
18e, x 

Dividend Yield, 
17e, % 

EPS growth 
(3 year) 

Air Partner AIR LN 60 14.5 13.5 8.9 8.2 4.9 11.2% 
BBA Aviation BBA LN            3,200          17.2          15.8                  12.5                  11.9                 3.4 7.5% 
Gama Aviation (BUY, TP 270p) GMAA LN               100            8.5            7.7                     6.9                     5.5                 1.3 10.5% 
FTSE Support Services FASUPP  -          16.7          15.3                  10.0                     9.3                 2.4 9.2% 
FTSE Industrial Transport FATRANS  -          14.1          13.0                     8.6                     8.1                 4.3 5.3% 
FTSE All Share ASX  -          15.0          13.8                     8.6                     8.0                 3.9 8.6% 
Average -           14.3          13.2                     9.3                     8.5                 3.4 - 
Air Partner to average -  1.2% 2.4% -3.8% -3.5%              +1.5pts - 
Air Partner to FTSE Support Svs. -13.2% -11.8% -11.1% -11.8% +2.5pts - 

 

Source: Company data, CFE Research estimates 

 

Valuation metrics through-the-cycle 

We analyse long run spot metrics 
We analyse Air Partner’s long run valuation. We are somewhat cautious on the 
relevance of this analysis going forward due to the addition of non-broking 
businesses. Measured using PE, Air Partner trades at a 6% discount. Measured using 
EV/EBITDA, the Group is trading at an 8% premium. 

PE NTM (10 year, x) – average metric of 15.5x  EV/EBITDA NTM (10 year, x) – average metric of 8.2x 

 

 

 
Source: Bloomberg  Source: Bloomberg 

 

Share price performance 

Markets have been mixed, Air Partner has performed well 

The Group has generally outperformed the main indices 
We test Air Partner’s performance against peers and various market indices. On a six 
month view markets have been mixed, with a rally following the US Presidential 
Election that has petered out somewhat. Air Partner has generally outperformed the 
indices shown in our analysis. The stock has performed about in line with BBA but 
underperformed Gama, which has seen a strong recovery rally following a poor 
performance over the past 18 months. 
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Given the changing mix of businesses in the 

Group, this analysis may not be directly relevant. 

Nevertheless, Air Partner trades at a small PE 

discount but at an EV/EBITDA premium 

Markets have been mixed over the past six 

months with concerns about global growth vs. 

the Trump “bump”. Air Partner has 

outperformed 
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Air Partner’s share price vs. peers and selected indices (£ base) 

 
Source: Bloomberg. Note* Gama’s stock is up c.70% in the past six months, we exclude this from our analysis to provide a better 

view of the performance of other stocks/indices. 

 

Downside risks 

General demand for chartering, consulting services and aircraft transactions 
Demand for chartering is driven by broad macroeconomic factors but also specific 
customer travel plans. Forward bookings can be impacted suddenly by external 
events. Availability of capacity, pricing and regulatory changes are further risks. 
Chartering is also highly seasonal, particularly with private jets where the summer 
season is typically very strong. In contrast, lead times in the aircraft remarketing 
business can be up to a year and therefore forecasting may be difficult. Consulting 
assignments vary in duration, profitability and predictability. Foreign exchange 
volatility may impact GBP-reported earnings. The Group’s dividend policy may change 
and the broking businesses can be subject to key employee risk. Acquisition execution 
and integration is a risk factor. 
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Macroeconomic conditions and also specific

travel plans can impact charter demand. 

Chartering is seasonal. Consulting assignments

can be unpredictable. Acquisition execution and

integration 
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The Board and owners 

The Board 

Air Partner’s Board has considerable experience in the sector and generally: 

Richard Everitt, Independent Non-Executive Chairman (not standing for re-election) 
Richard is qualified as a solicitor. He was a Director of BAA plc with responsibility for 
strategy and regulatory matters following privatisation. Richard subsequently became 
Chief Executive of National Air Traffic Services in 2001 and Chief Executive of the Port 
of London Authority from 2004 until 2014. He was appointed as Non-executive 
Chairman in February 2012. 

On 2 February 2017, Mr. Everitt indicated that after 12 years on the Board of Air 
Partner he will not stand for re-election at the AGM in June. A selection process is 
underway to find a successor. 

 

Mark Briffa, Chief Executive Officer 
Mark started his career with Air Partner in 1996 as a commercial jet broker. He joined 
the Board in 2006 as Chief Operating Officer, becoming CEO in April 2010. He has 
considerable direct experience of air charter broking and a wide knowledge of the 
private aviation sector generally, built up over more than 30 years. 

 

 

 

Neil Morris, Chief Financial Officer 
Neil was appointed CFO in June 2014 having held the position of interim CFO from 
April 2014 and Group Financial Controller prior to that. Neil was previously Group 
Finance Director of an AIM-traded tour operator and before that spent 11 years at 
Deloitte LLP, primarily working in the aviation and travel sectors. 

 

 

 

Peter Saunders, Senior Independent Non-executive  
Peter joined the Board in September 2014, became Chairman of the Remuneration 
Committee in March 2015 and was appointed as the senior independent non-executive 
director in June 2016. He was CEO of Body Shop International plc from 2002 to 2008 
and is currently a non-executive director of Canadian Tire Corporation, Godiva 
Chocolatier NV, Total Wines & More and Jack Wills Limited. Peter has considerable 
experience in marketing and customer service. 
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Shaun Smith, Independent Non-executive Director 
Shaun was appointed as an independent non-executive director in May 2016 and as 
Chairman of the Audit and Risk Committee in June 2016. Shaun began his career in 
retail management and corporate treasury at Marks & Spencer plc before joining Aga 
Rangemaster Group plc in 1989, becoming Group Treasurer in 1999 and Group 
Finance Director from 2001. He was appointed Group Finance Director of Norcros plc 
in April 2016.   

 

 

Amanda Wills, Independent Non-executive Director 
Amanda joined the Board in April 2016. She started her career with Airtours plc in 
1987 and was CEO of Virgin Holidays Travel Group from 2001 to 2014. Amanda is 
currently non-executive director of eDreams, a global online travel agency listed on 
the Madrid Stock Exchange, and Chairman of Urbanologie.com, a digital start-up 
business catering for the high net worth and luxury sectors. She was awarded a CBE in 
the Queen’s 2015 New Year Honours list for services to the British travel industry and 
to charity.  

 
Richard Jackson, Independent Non-executive Director 
Richard left the Civil Aviation Authority in 2016 after 11 years as Group Director of 
Consumer Protection. During his time at the CAA Richard was instrumental in making 
significant improvements, including the introduction of new ATOL regulations and the 
replacement of bonding with the ATOL Protection Contribution (“APC”). He also 
oversaw the restructuring of a number of major tour operators.  Richard began his 
career with the Ministry of Defence in 1974, before joining the financial services sector 
working for financial institutions including Hill Samuel & Co Ltd and Daiwa Europe 
Limited. Since leaving the CAA, Richard has acted as a consultant to a number of 
aviation and travel related clients.  

 

Owners 
Top institutional shareholders 

Fund % of shares oustanding

Schroders                                                                                                   17.4% 
Aberforth                                                                                                   12.8% 
Barclays                                                                                                    7.0% 
TD Bank                                                                                                     3.7% 
Hargreaves Lansdown                                                                                                     3.7% 
Sandford AM                                                                                                     3.3% 
Blackrock                                                                                                     1.0% 
Tosca                                                                                                     0.4% 
 

Source: Bloomberg 
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Detailed financial statements 

Income Statement 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

Gross Transaction Value 215,829      221,225 226,755 232,424 
Growth 2.4% 2.5% 2.5% 2.5% 
Revenue   42,538        43,601        44,691        45,809 
Growth -14.8% 2.5% 2.5% 2.5% 
Cost of sales     (10,831)      (9,685)       (8,409)       (6,991) 
CoS/Revenue 25.5% 22.2% 18.8% 15.3% 
Gross profit   31,707   33,916    36,283  38,818 
Growth 16.3% 7.0% 7.0% 7.0% 
Administration costs (26,593) (28,291) (30,220)    (32,284) 
Growth 16.2% 6.4% 6.8% 6.8% 
EBITDA (note)        5,894    6,425    6,879      7,366 
Growth 14.9% 9.0% 7.1% 7.1% 
Margin 13.9% 14.7% 15.4% 16.1% 
Operating profit (adjusted)     5,114   5,625     6,063      6,534 
Growth 16.6% 10.0% 7.8% 7.8% 
Margin 12.0% 12.9% 13.6% 14.3% 
Margin on GP 16.1% 16.6% 16.7% 16.8% 
Exceptional items         (405)            -           -             - 
Amortisation of acquired intangibles         (304)  (304)    (304)     (304) 
Operating profit (reported)         4,405     5,321    5,759     6,230 
Finance income         39         15          16          17 
Finance expense       (96)      (65)      (62)       (60) 
Total finance charges       (57)      (50)      (47)        (43) 
Profit before tax (adjusted)      5,057     5,575    6,016   6,490 
Growth 17.2% 10.2% 7.9% 7.9% 
Margin 11.9% 12.8% 13.5% 14.2% 
Tax    (1,654)  (1,561) (1,685)  (1,817) 
Tax rate 32.7% 28.0% 28.0% 28.0% 
Exceptional tax adjustment   153.0           -           -            - 
Profit after tax (adjusted), continuing      3,403   4,014     4,332     4,673 
Growth 13.3% 18.0% 7.9% 7.9% 
Margin 8.0% 9.2% 9.7% 10.2% 
Profit after tax (reported), continuing    2,847    3,710    4,028    4,369 
Growth 47.3% 30.3% 8.6% 8.5% 
Margin 9.0% 10.9% 11.1% 11.3% 
     
EPS:     
Shares (m) - basic weighted avg. 52.4 52.4 52.4 52.4 
Shares (m) – diluted, estimated 53.5 53.5 53.5 53.5 
EPS continuing operations:     
EPS (adjusted, basic, p) 6.5 7.7 8.3 8.9 
Growth 10.2% 18.0% 7.9% 7.9% 
EPS (adjusted, diluted, p) 6.4 7.5 8.1 8.7 
EPS (reported, basic, p) 5.4 7.1 7.7 8.3 
EPS (reported, diluted, p) 5.3 6.9 7.5 8.2 
EPS total (basic, reported, cont.+ disc, p) 5.4 7.1 7.7 8.3 
     
DPS:     
Interim, p 1.7 1.8 1.9 2.0 
Final, p 3.5 3.6 3.8 4.0 
Total, p 5.2 5.5 5.7 6.0 
Growth 7.2% 5.0% 5.0% 5.0% 

 

Source: Company data, CFE Research estimates 
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Cash Flow Statement 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

Profit for the year    2,847    3,710    4,028    4,369 
Adjusted for:     
Finance income        (39)        (15)        (16)        (17) 
Finance expense         96         65         62         60 
Income tax    1,501    1,561    1,685    1,817 
Depreciation and amortisation       780       800       816       832 
Fair value (gains)/losses on derivatives         45           -           -           - 
Share option costs for the period       369       200       200       200 
Decrease in provisions      (421)           -           -           - 
FX differences      (938)           -           -           - 
Operating cash before WC    4,240    6,321    6,775    7,262 
(Increase) / decrease in receivables      (481)      (762)      (785)      (809) 
(Decrease) / increase in payables      (867)       131       135       139 
Cash generated from operations    2,892    5,690    6,124    6,592 
Income tax paid      (922)  (1,093)  (1,179)  (1,272) 
Interest paid        (96)        (65)        (62)        (60) 
Net cash inflow from operating activities    1,874    4,532    4,883    5,260 
     
Investing activities     
Interest received         39         15         16         17 
Purchase of P, P&E        (96)      (150)      (150)      (150) 
Purchases of intangible assets      (173)      (100)      (100)      (100) 
Acquisition of subsidiary      (362)      (100)      (100)           - 
Net cash used in investing       (592)      (335)      (334)      (233) 
     
Financing activities     
Dividend paid  (2,574)  (2,786)  (2,906)  (3,052) 
Proceeds on exercise of share options       181         50         50         50 
Repayment of borrowings      (514)           -           -           - 
Net cash used in financing activities  (2,907)  (2,736)  (2,856)  (3,002) 
     
Change in cash & equivalents  (1,625)    1,461    1,692    2,025 
Effect of foreign exchange rate changes    1,629           -           -           - 
Opening net cash and cash equivalents  19,791  19,795  21,256  22,949 
Closing cash & equivalents  19,795  21,256  22,949  24,974 
     
     
     
Free cash (Cantor method)     
Net cash inflow from operating activities    4,240    6,321    6,775    7,262 
Total gross capex, intangibles (ex. M&A)      (269)      (250)      (250)      (250) 
Free cash    3,971    6,071    6,525    7,012 

 

Source: Company data, CFE Research estimates 
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Summary Balance Sheet and Net Debt calculation 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

Summary Balance Sheet:     
Total non-current assets       10,362       10,173         9,981         9,786 
Total current assets       45,706       47,929       50,406       53,240 
Total assets       56,068       58,102       60,387       63,026 
Total current liabilities     (37,766)     (38,944)     (39,636)     (40,344) 
Total non-current liabilities       (3,368)       (3,168)       (3,168)       (3,168) 
Total net assets       14,934       15,990       17,583       19,514 
Total shareholders funds       14,934       15,990       17,583       19,514 
     
Net debt calculation:     
Cash & equivalents:     
JetCard restricted         1,965         2,110         2,277         2,478 
JetCard unrestricted       13,901       14,927       16,116       17,538 
Total JetCard cash       15,866       17,037       18,393       20,016 
Non JetCard cash         3,929         4,219         4,555         4,957 
Total cash & equivalents       19,795       21,256       22,949       24,974 
    
Borrrowings:     
Current borrowings          (514)          (514)          (514)          (514) 
Non-current borrowings       (2,443)       (2,443)       (2,443)       (2,443) 
Net Debt / (Cash)          (972)       (1,262)       (1,598)       (2,000) 

 

Source: Company data, CFE Research estimates 

 

Valuation metrics 

Year to 31 January, £000s 2017 2018e 2019e 2020e 

PE, x 16.6 14.6 13.5 12.5 
PE (calendar), x 16.5 14.5 13.5 12.6 
EV/Revenue, x 1.3 1.3 1.3 1.2 
EV/EBITDA, x 9.4 8.9 8.3 7.7 
EV/EBITDA (calendar), x 9.4 8.9 8.2 7.7 
EV/EBIT, x 10.9 10.2 9.4 8.7 
Free cash yield (post core capex) 7.0% 10.4% 11.1% 12.0% 
Debt/equity -1.7% -2.2% -2.7% -3.4% 
Net debt / EBITDA, x (0.2)        (0.2)       (0.2)       (0.3) 
Interest cover, x            89.7       112.5       130.0     150.7 
Dividend yield 4.8% 4.9% 5.1% 5.4% 
Dividend cover, x 1.2 1.4 1.4 1.5 
ROE (Cantor method) 34.2% 35.2% 34.5% 33.5% 
PEG, x              1.2        0.8          1.7         1.6 
Capex to sales 0.6% 0.6% 0.6% 0.5% 

 

Source: Company data, CFE Research estimates 
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