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Recent problems with the airline industry:
e High Competition:
©  Similar services
©  Little differentiation
I n d u St ry CO n teXt ©  Price competition
O Low loyalty
e High Fixed Costs:
< Aircraft are expensive to fly
O Lots of employees
o Maintenance & safety requirements
o Airport fees
® Sensitive to external shocks;
O Heavily affected by COVID-19

@ Fuel price fluctuation

¢ Effects of weather

O  Economic downturns



Sustained Superior T _
. ustained superior performance:
Pe rfo rma nce? O Profitability (ROIC) & profit growth greater than

that of most if not all others within the same
industry.
e To determine whether jetBlue/Southwest have
achieved sustained superior performance, we can:

o Analyze 5-7 year performance with income
sheets and balance statements.

o Compare companies to the NYSE Arca Airline
Index (industry benchmark)

<  Look at graphs of performance over time

0 Key decisions each company has made

recently.

o Evaluate consistency of outperformance over

time.



Financial Ratios

-~Calculated using average values of the past b years--

Liquidity Ratios: - ability to meet short-term obligations

T
L

O

Current Ratio = Current Assets [/ Current Liabilities
Quick Ratio = {Current Assets - Inventories) / Current Liabilities

Leverage Hatios: - asses how much debt the company is using

Y
L

Debt-to-Equity Ratio = Total Liabilities / Equity

Profitability Ratios: evaluation of how effectively the company generates profit

o
)
o

O

Basic Earnings Per Share = Profit / # of Common Stock Shares Outstanding
Met Profit Margin = Profit [ Sales
Return on Assets = Profits [ Assets

Return on Equity = Profits [ Stockholder Equity

Activity Ratios: - evaluation of how effectively the company generates profit

T
L

Ty
L=

Inventory Turnover = Cost of Goods Soid [ Average Inventory

Asset Turnover Ratio = Sales [ Total Assets



Theme: Growth attempts followed by restructuring
due to external or regulatory changes
e Acquisition of Spirit Airlines (2022-2024)
® Northeast Alliance with American Airlines
(2020-2023)
e Operational Changes During COVID-19
(2020-2021)
e “JetForward” Company Restructuring Plan
(2024-2025)
e Cost-Cutting and Capacity Reduction on
- Unprofitable Routes (2025)
njetBluel - AT . e Leadership Changes (2024)
% | = Key ldea: Most strategies were largely reactive

rather than sustained competitive advantages.




jetBlue Calculations

ietBlue 2021 2022 223 2024 2025 | Average ietBlue Calculations

Current Assels Caurrent Ratio {current assels | currani

{USD millions] d247 1916 2160 4258 J238 29638 | liabilifies] 0.va

Current Lizhiliies Owsck Ratio (Current Assais - Inventaries)

{USD millions] 17 J748 J628 2881 4402 d815:2 |/ Currenl Liabilifies 0.75

Total Liabibkas Debi-to-Egquity Ratio (Total Liabilities ¢

[USD millions] 8783 a2 105615 14200 14450 118882 | Equity} J.77
Basic Earnings Pear Ghare (Profil |

Eguity {50 Common Shares outstanding) (LS0 par

millins] JB45 3563 333r 2641 2120 2102 fshare) -1.32

Profil (et

mocomedioss) (LUSD

milliczns) -1g2 -362 -310 -785 -602 -450.2 | Nat Prodit Margin (Prafit | Sales) -5.22%

Common Shares

Cutstanding

|millions af sharas) 320 327 334 353 ar 341.8 ) Asturm on Assels (Profits £ Assats) =306 %

Sales |Revenus) Raturm an Egquity (Profits | Stockholder

[USD millians] 6037 91568 9615 8274 Ho&2 BE:30.2 | Equity} -14:51%

Assets (USD Imvantory Turnover {Sost of Goods Sold ¢

millins] 13642 13045 13853 1a841 16570 147890.2 | Averages Invenion B0.0z2

Stockholders" Equity Assgt Tumover Ralio [Sales / Totsl

[USD millians] 3843 3563 3337 2641 2120 3102 | Assets) 0.58

Operating Expenses

{used g5 COGS

prosy) (USD

millions] 6117 2456 SB45 8563 8430 B9E2.2

Average Imeaniony

{USD millions] 2.5 80.5 g98.0 1325 175.5 112.0

Tatal Aszets (USD

millians) 13642 13045 13853 16841 16570 147802




jetBlue Analysis

Key Observations about jetElue during research:
e  Significant decline after 2021
. Limited recovery in 2024, followed by decline in 2025
e Consistently lags behind the NYSE ARCA Airline Index
Implication:
® Indicates weak and inconsistent performance over
time
® Suggests a difficulty maintaining a sustained
competitive advantage
Mo clear pattern of consistent outperformance is observed for

jetBlue.
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Southwest

[heme: Strong core strategy with operational

challenges and a weakening cost advantage
e No Middle Seats During COVID-19
(2020-21)
e Rapid Capacity Restoration Post-COVID
(2021-22)

e Operational Crisis - December 2022
e Heavy Investment in Technology and
Operations (2023-Present)

e Removal of Open Seating (January 2026)
Key ldea: Southwest remains more stable than
competitors, but recent disruptions and
strategic shifts suggest its long-term advantage

is weakening.



Southwest Calculations

Southwesi 2021 2022 2023 2024 2025 | Average Southwest Calculations

Current Asseis iCurment Habo {current assetls ( cumani

{USD milkons) 18036 14808 1355 11274 HE5 11B840.5 | Eabifitias) 1.18

Carrent Liabilities Ciuick Ratio (Curment Azsets - [mvanfories) /

{UISD milbons) B 164 10378 12256 12278 10821 100425 | Current Liabilifies 1.12

Total Lishilties (USD Debt-to-Equaty Rato (Total Liabilities ¢

millions) 25806 24682 25872 23400 21080 24208 | Eglety) 2.63
Basic Earnimgs Per Share {Profit /

Equity (USD Ciommon Shares pulstanding) (USD0 per

millione) 10414 10687 10615 10350 7881 91975 |share) 1.28

Profif {nel

ncomafdass) (LSD

millions) ury B39 465 455 441 708 [ Mel Profit Margin (Profit / Sales) 3.23%

Common Shares

Outstanding

{millians of sharss) 5821 a4 586.5 5833 T 553.85 | Relum on Asseis (Profits [ Agsets) 2.1

Sales (Hevenua) Return on Eguity {Profits /| Stockhalder

[L'SD milkons) 15790 23814 26031 27483 28063 21926.5 | Eguly] T.71%

Assets (USD Inventory Turnover (Cost of Goods Sold /

millions) 26320 35364 IG487 33750 28061 32620.5 | Average Inventory) 33.02

Stockholdars” Equity

[USD millkons) 10414 106E7 10515 10350 7881 9197.5 | Asset Turnover Ratic (Sales /[ Total Azsets] .67

Operaling Expenses

[used a5 COGS

proxy | (USD0

millioins) 14069 22747 25HBY 27162 27835 20852

Average Imyentory

[USD millons) 475.5 B35 7985 8035 7B7.5 BI15

Total Assets (USD

millions) 6320 35368 JG487 33750 28061 326505




SouthWest Analysis

Key Ohservations about Southwest during research:
® Decline in performance from 2020-2022
e Gradual recovery after 2022
e FRemains below the S&F 500 throughout the period
® Tracks close to or slightly above the NYSE ARCA
Airline Index
Implication:
® Shows recovery, but not strong outperformance
e [ndicates stable but not dominant performance
While stable, Southwest does not demonstrate consistent

outpertormance.

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN AMONG SOUTHWEST
AIRLINES CO., S&P 54 INDEX, AN} NYSE ARCA AIRLINE INDEX
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JetBlue and Southwest
Ratio Analysis

Profitability:

e Southwest: Positive margins, ROA, ROE

e jetBlue: Megative profitability across all metrics

® Southwest is performing significantly stronger
Liquidity:

e Southwest: Current and quick Ratios above |

o |etBlue: Ratios below |

. Southwest better positioned to meet short-term

obligations

Leverage:

e Southwest lower debt-to-equity ratio (2.63)

e jetBlue: higher debt-to-equity (3.77)

e jetBlue carries greater financial risk
Activity:

® Southwest: Higher asset turnover

e |eiBlue: lower asset utilization

® Southwest uses assets more effectively
Southwest demonstrates stronger financial performance across
most categories, while jetBlue shows weaker profitability and

higher financial risk



Sustained Superior Performance Analysis

Main Conclusion:

e Neither jetBlue nor Southwest has achieved sustained superior performance

jetBlue Southwest
. Consistent underperformance vs NYSE ARCA . More stable performance over time
Airline Index
e Weak recovery after decline e Occasionally matches/exceeds industry
] Mo sustained outperformance overall ] Still fails to consistently cutperform
benchmarks

Industry conditions limit sustained superior performance in airlines



Is There an Airline That Has Achieved
Sustained Superior Performance?

DCelta Airlines is the closest to achieving sustained superior
performance in recent years,

e  Generally outperforms the NYSE ARCA Airline Index

e Shows strong recovery after COVID-19

o Qutperforms jetBlue and Southwest

e  Does not consistently outperform the 5&P 500
Final Takeaways: Even the strongest airline companies are not
outperforming the broader market, which highlights the
difficulty of achieving sustained superior performance in this

industry.
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Thank you

Questions?
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