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HSBC cuts both easyJet and British Airways owner
IAG to 'reduce' from 'hold' in cautious sector review

1 Year Share Price Graph

In a note to clients, the global bank's analysts said: "With the March quarter
results, European low-cost carriers and tour operators offered quite cautious
revenue commentary. With its 17 June profit warning, Lufthansa flagged very
weak short-haul revenue trends in Q2, markedly worse than it described at its
end-April Q1 report."
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READ: Ryanair, easyJet and IAG descend on Lufthansa warning
The analysts added: "This comes despite the benefit of Easter and European
capacity growth of only 4%, the lowest seen in Europe since the Global
Financial crisis. Indeed, airline supply has only recently tightened with the 737
Max grounding."
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They concluded, thus, that the problem is not excessive supply, but rapidly
weakening demand. "We think this is primarily driven by consumer confidence,
with environmental sensitivities and the memory of last year's hot summer
playing supporting roles," the analysts added.

The analysts said they had adjusted sector estimates on the assumption of
lower unit revenues, mitigated by a lower working aviation fuel price, leading
them to revise target prices for most of the names they cover.
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HSBC has downgraded its ratings for both budget carrier easyJet PLC
(LON:EZJ) and British Airways, Iberia, and Aer Lingus owner International
Consolidated Airlines Group PLC (LON:IAG) to 'reduce' from 'hold' in a
cautious review of the European airlines sector in the wake of the recent profit
warning from German rival Lufthansa AG.

They also downgraded Air France-KLM and Finnair both to 'hold' from 'buy',
leaving Aegean as its sole 'buy' in the sector.
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Company Synopsis:
EasyJet is engaged in the provision of a lowcost airline service on short-haul and
medium-haul
point-to-point
routes
principally
within
Europe.
action@proactiveinvestors.com

HSBC's target price for easyJet has been cut to 800p from 1,100p, while that for IAG has been reduced to 400p from
550p.
In afternoon trading in London, shares in FTSE 100-listed easyJet was 1.3% lower at 888.80p, while blue-chip peer IAG
shed 2.6% at 445.80p.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
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international
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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