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/ '3ROKERAGE SURVEY CITES AMERICAN AIRLINES EARNING POWER ' 

An analysis of the strategic position of the air transport industry, :prepared 
by Kidder, Peabody & Co., New York stock brokers, states that American Airlines 
11measu:r.es up as having the greatest potentialities in earning power with the attach
ment of minimum risks. " 

.American's current financial position is ·the strongest in its history, and in 
the absence of unusual capital expenditures further gains in the company vs financial 
pos i t ion should be recorded this year, the report declared. 

"T'ne inherent advantages of the company 1 s postwar transport fleet with its 
attendant low operating cost experiences are continuing their unmistakable imprint 
on earnings," it continued. " ••• Its level of gross revenues can easily surpass the 
record total of more than $115,250,000 estimated for 1950 •.. (and) it should not be 
difficult for American to accomplish operating results ivithin the following defined 
area during 1951, if its cormnercial services are not unduly restricted: 

Estimated revenue ton miles .•. •. •..•.•••••••••••••..•. •.. .• 255 ,000,000 
Estimated revenue per ton mile............................. $0.52 
Estimat ed total revenues .•..•••••••••.•••••.•••••....• ." •.. $132,600,000 
Estimated operating expenses per ton mile (before taxes).. $0.43 
Estimat ed total operating expenses before taxes •.. •• •••••• $109,650,000 
Estimated net income before taxes •••.•.••••..•••....•••.•• $ 22,950,000 

Commenting on the 25¢ per share dividend paid on M's common stock last Septem-
ber, the first such dividend since 1946, t he study said "it is possible that more 

\
liberal distributions to stockholders in relation to available earnings will prevail 
during 1951." · ~ 

Factors in Improved Position , 
/ Listed as contributing factor s to t he cornpanyu s improved financial position a~ 

earning prospects were the following: 

American 1 s route network comprise s key arteries i n t he air transportation pattern 
essential to the industrial mobili zation and military effort, and as such woul d be 
expected to command a top pr iority on equipment. 

Completion of the postwar equipment modernization program and standardization on 
two basic transports -- the Douglas DC-6 and the Convair Liner-~ have reduced direct 
maintenance costs, and the low capital cost of this equipment, most of which was pu2-
chased at pre-1950 prices, has given Ameri.can a decided advantage in reduced depre
c iation charges to be absorbed. in operations. 

Even should American have to lease most of its DC-6's to the military, it would 
have 79 Convairs to serve its commercial schedules, and there wouldn't be much like
lihood of reallocation of these to ot her lines since no other major trunkline now 
operates Convairs. 

AA 1 s aircraft fleet as now constituted has the greatest potential commercial 
passenger airlift capacity of any carrier in the industry, with sharp increases in 
capacity obtainable through high densi t y seating, higher block speeds and increased 
daily utilization. 

The study pointed out that .American 1 s substantial working capital funds, now in 
exce ss of $21 ,750,000, may find an outlet in one of three avenues Ojr' through a com
bination of all three. They are: 

lo Additional capital expenditures i n the near future, both normal or those 
re~uired by national mobilization developments. 

2 . Creation of a special fund for futu::re contingencies or long range equipment 
acquisition programs . 

\ 
3. Retirement of additional debent ures and/or an initial reduction in the pre-

ferred stock outstanding. 

\ 
"It is likely," the report stated, "that American may seek to husband the bulk of . . 

. . its current funds, if it can, in order to remain in a strong financial position to / 
\ acquire new types of transports, such as turbo-props or jets. 11 ~ , -


