
24th November 2010 Analyst: Derren Nathan

Email: derren.nathan@gecr.co.uk

Tel: 0207 562 3371

SkyWest Airlines* Extension of coastal 

network licenses; mining boom 

strengthens; accepts Virgin Blue 

passengers at 6 new destinations. Buy 

with a target price of 35p.  
 

Last week was a milestone for Skywest airlines 
ensuring that it will remain as the dominant regional 
carrier in Western Australia for at least the next 5 
years. A proportion of the coastal network 
destinations that Skywest services in Western 
Australia are regulated by the Western Australian 
State Government. Skywest has been awarded sole 
operator status for the Perth to Albany and 
Esperance routes and granted shared operator 
capacity to Learmonth/Exmouth. These are key 
routes for Skywest’s mining clients who Skywest 
service on a largely charter basis. 

The company should be able to update the market 
further shortly concerning the provision of services 
to ports from Geraldton where Skywest will continue 
to fly from Perth as a deregulated route. These ports 
are Carnarvon, Monkey Mia and Kalbarri, which the 
State Government are keen to have a long term 
service agreements sewn up for shortly, due to the 
importance of tourism in the area. 

Skywest is also extending its codeshare agreement 
with Virgin Blue which will enable Virgin passengers to access six new destinations. This should 
help to drive passenger numbers and load factors on Skywest's scheduled services. 

When we last reported on Skywest in August we reported that the scrapped Resources Super 
Profits Tax in Australia had held back passenger activity in the first half of calendar year 2010. 
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Resources exploration and extraction activity in Australia is now back with a vengeance which is 
excellent news for Skywest's charter services. 

Planned mining and energy investment has soared to a record AU$132.9 billion after commodity 
prices rebounded and key resources projects received the green light.The value of projects under 
development hit a high in October, up 21% since April, the Australian Bureau of Agricultural and 
Resource Economics reported recently. The spending spree signals the mining boom is back in full 
swing, with annual resources investment tipped to surge by another 50 per cent in coming years. 
Demand for air transportation of workers to the remote resources hubs of Western Australia seems 
set to remain buoyant for some time to come. 

Since the year end air traffic statistics released by Skywest have been strong. Regular passenger 
traffic was up 8.45% year on year in August, 4.91% in September and 1.05% in October. Charter 
traffic increased 11.69%, 3.39% and 10.57% over the same periods.  

Strong passenger numbers, new routes, a larger fleet and a booming Australian commodities 
sector give us confidence that 2011 forecast revenue growth of 30% and earnings growth of 140% 
are achievable.  With a forecast dividend yield of 3.5% and a PE rating of just 5.2 there is ample 
scope for us to raise the target price beyond our current level of 35p, which is just 8 times 2011 
earnings, especially after recent news flow confirming Skywest's monopoly over key routes for the 
next five years. Our stance is buy. 

Year to 
30th June 

Sales (S$ 
Million) 

Pre-tax 
Profit (S$ 
Million) 

Earnings Per 
Share (p) 

Price 
Earnings 
Ratio (x) 

Dividends Per 
Share (p) 

Dividend 
Yield (%) 

2008A 184.20 12.75 1.97 11.5  0.6 2.6  

2009A 180.85 5.14 0.68 33.5  0.4 1.8  

2010A 215.20 14.26 2.12 10.7  0.5 2.2  

2011E 280.00 29.5 4.40 5.2  0.8 4.5  

Source: Company and Growth Equities & Company Research 

*Skywest Airlines is a corporate client of Bishopsgate Communications, which is owned by 
Rivington Street Holdings, the ultimate owner of GE&CR. The SF t1ps Smaller Companies Growth 
Fund, managed by another subsidiary of Rivington Street Holdings, owns shares in Skywest 
Airlines. 



 
 

This research note cannot be regarded as impartial as GE&CR has been commissioned to 

produce it by Skywest Airlines, it should be regarded as a marketing communication.  

The information in this document has been obtained from sources believed to be reliable, but 

cannot be guaranteed. Growth Equity & Company Research is owned by T1ps.com Limited 

which is commissioned to produce research material under the GE&CR label. However the 

estimates and content of the reports are, in all cases those of T1ps.com Limited and not of the 

companies concerned.  

This research report is for general guidance only and T1ps.com Limited cannot assume legal 

liability for any errors or omissions it might contain. Readers of this report should also be aware 

that because this research is not independent that there is no prohibition on dealing ahead of the 

dissemination of it. 

The value of investments can go down as well as up and you may not get back all of the money 

you invested; You should also be aware that the past is not necessarily a guide to the future 

performance. Finally, some of the shares that are written about are smaller company shares and 

often the market in these shares is not particularly liquid which may result in significant trading 

spreads and sometimes may lead to difficulties in opening and/or closing positions. Before 

investing, readers should seek professional advice from a Financial Services Authorised 

stockbroker or financial adviser. 

 

T1ps.com Limited is authorised and regulated by the Financial Services Authority (FSA 

Registration no. 192801) and can be contacted at 3rd Floor, 3 London Wall Buildings, London, 

EC2M 5SY  

 

email philip.morrish@gecr.co.uk - fax 020 7628 3815 tel 0207 562 3362 
 

 


