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The per share figures herewith in some instances are of a later date than those shown in 
the booklet. Comparison with the booklet tabulations is suggested in all cases, however, 
as space limitations in this Stock Comment preclude as complete notations as in AIRLINES 
1946. Dividend estimates are necessarily subject to revision by changing developments. 
The asterisk(*} signifies Relatively Most Attractive within each classification. 

Earnings per 
Common Share Price Range 

GROUP I Year ---Interim---
1945 1946 1945 

Approx. 1941 to Date Approx. Approx. 
Appreciation: Speculative Div. High Low Price Yield 

*American Airlines§ 

Braniff Airways 

$0.67 $d0.02f $0.46f $0.20m 

0.85 

Chicago & Southern Air Lines 0.56 

Colonial Airlines 

*Eastern Air Lines§ 

National Airlines t § 

Northeast Airlines 

*Northwest Airlines t 

Pan American Airways§ 

Penn.-Central Airlines 

Trans. & Western Air 

*United Air Lines 

Western Air Lines 

GROUP II 
Appreciation: Speculative 

All American Aviation t 

0.40 

0.89 

d0.33 

1.26 

1.23 

0.92 

1.84 

2.34 

0.5-1 

American Overseas Airlines§ d0.23 

Continental Air Lines t 

*Delta Air Lines t § 

Mid-Continent Airlines 

1.27 

1.38 

0.44 

d0.09f 0.24f 0.60 

d0.29** 0.10** 0.25m 

N.A. 

0.77f 

0.3Bt 

d0.14f 

N.A. 

0.36f 

0.28t 

N.A. 

Nil 

0.50 

b 

Nil 

l.27ce 0.90cp 0.50 

N. A. N. A. 0 . 50 

dl.57f 

dl.63f 

0.42f 

dl.35f 

0.87f 0.25m 

l.05f Nil 

l.57f 0.50 

0.65f Nil 

0.12t 0.24t Nil 

d0.07g N.A. Nil 

0.15m N.A. 

0.74h 

0.22j 

N.A. 

0.85h 

0.04j 

0.50 

Nil 

19½ -

37½ - 2 

35½ - 2 

45 - 2 

33½ - 4¼ 

34f - 2k 

25¼ -

13 

20 

15 

21 

26 

20 

14 

63½ - 7½k 35 

29 - 5 15 

49¾ - 51.. 
2 

79 - 7¾ 

62½ - 7½ 

40½ - 2 

14¼ - 3k 

30½ - i 

70 - 5k 

21¼ -

29 

40 

34 

19 

6 

12 

17 

38 

13 

l.5%m 

3.0 

1.7m 

1.9 

b 

1.4 

3.3 

0.9m 

1.5 

0.9m 

l.3 

* - Relatively most attractive within individual group. ** - Three months ended March 31. t - Fiscal year ended June 30. 
§ - Adjusted. b - 20% stock dividend paid in 1946. c - Nine months ended March 31. d - Deficit. e - Based on capitali
zation increase of approximately 52% since preceding period. f - Six months ended June 30. g - Four months ended 
April 30. h - Eleven months ended May 31. j - Five months ended May 31. k - Calendar year basis. m - Paid in l,ast 
fiscal year. p - Before reserve for contingencies equal to $0.25 a share. N.A. - Not available. 
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The information set forth herein is obtained from so11rces considered reliahle, hut the accuracy thereof is not guaranteed 1,y 111. N1ithff lht 
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W. A. Patterson, president of United Air Lines, W. Douglas, preside 
Co., signing contract$ for post-war planes Standi re Captain Eddie Rick 
Eastern Air Lin s; A. N. Kemp, director of Americ old J. Roig, president 

atocruiser, double decked SO-passenger air giant. 
Copyright , 1946 Merrill Lynch , Pierce , Fenner & Beane 



J/lll fllJ/NSPOllf 
America"s Airlines are building 

a new indust,·y while carrying 

THERE are few people who can do two things at 

once and do both of them remarkably well, but by and 

large that is ;ust what our airlines have been up to 

- this last year. They have tremendously expanded their 

day-by-day business and at the same time have been 

laying the groundwork for an almost brand new air

line system for the years ahead. 

Crews are being enlarged and re-trained, new equip

ment acquired, routes extended and competitive ad

vantages sought-all with such gusto and youthful 

enthusiasm that one can't but wonder if half of the 

airiines' big postwar ;ob isn't being done a bit too well. 

Operations-wise, the airlines have seen a tremendous 

rise in revenues and passengers since the end of the 

fighting. Even though the Government took over a 

large part of their equipment during the early days of 

the war, there has been a constant rise in revenue 

passenger miles flown every year since 1930. Domestic 

passengers were carried 3.5 billion miles in 1945 and 

the 1946 total is estimated at around 6 billion miles. 

Competition Today Is A Battle Royal 
for Routes Foretelling 
the Coming Battle for Passengers 

Competition appears the very breath of life to air

line management. Ever since the industry's birth in the 

20's, airline management has been in one sort of a 

a hall million passengers Ii month 

battle or another. At first it was a fight to prove that 

afr transport was practical-a fight against public 

apathy and downright opposition. There were battles 

with other forms of transportation and there was keen 

competition between the lines for the modest total of 

airline passengers. 
I 

Before World War II air transport had succeeded in 

firmly establishing itself with the public and was flying 

more than a billion domestic passenger miles a year in 

1940. Banking and i nsurance had begun to accept the 

industry as mature and reliable-a ma;or step in the 

winning of wider public confidence. 

But the competition for the individual passenger was 

more intense than ever. Railroads had been ;arred 

out of their lethargy by the tremendous drop in pas

senger revenues during the depression. To win back their 

clientele, great effort was being made to make train 

travel comfortable, convenient and reasonable. Bus 

service was improving in aU respects and the private 

automobile was having its greatest boom. 

Abnormal conditions since the beginning of war ;ust 

about eliminated the problem of competition for pas

sengers, but the realization that the fighting abroad 

was almost over was the signal for a battle royal among 

the airlines for routes and equipment. We are still in 

the middle of the scramble to get set for the future . 

Smart guessers predict a two or three year period of 

shakedown before air transport knows ;ust what it . 

Merrill Lynch, Pierce, Fenner & Beane J 



market is, can begin to estimate accurately its growth 

rate and predict costs and revenues with assurance . 

" What this country needs is a good three-cent air

line" _is a phrase made famous by C. R. Smith, Chair

man of American Airlines, and echoed by much of the 

industry . It /s the ideal-the three-cents a mile passenger 

fare-towards which much of the industry is working, 

encouraged by the Government through the Civil Aero

nautics Board. But conditions in the industry are too 

fluid and the economic future of the country too un

certain for it to be a prediction . . It is possible-even 

lower rates are possible-if load factors are reasonably 

high, technical improvements equal engineering pre

dictions and money values stabilize . But the great 

imponderable-money value-is a national problem not 

peculiar to· the airlines. 

Whatever trend rates take, substantially similar fac

tors will affect all domestic airlines. Recent decisions of 

the CAB. strongly indicate that the Government agency 

AIRLINE TRAVEL 
( Domestic Carriers) 

Normal trend interrupted 
by war restrictions 

1 Est. 
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controlling airline routes and rates firmly believes in 

·competition as the best regulator. 

Opposing viewpoints about competition were most 

clearly illustrated by the fight of Juan Trippe, President 

of Pan American Airways, to have the "chosen instru

ment'' concept adopted for our overseas airlines. Mr. 

Trippe fought for a community company representing all 

American transport interests . Ample competition, he 

contended, would 'be afforded by foreign flag lines, 

many of which operate with Government subsidies. All 

the rest of the big U. S. airlines, except United, which 

sided with Mr . Trippe, argued in favor of more or less 

free competition in this sphere . The CAB went along 

with the majority of the industry and now several com

panies are operating internationally in competition with 

one another . 

The CAB is also the arbiter of the domestic route 

issue . Hundreds of applications have been filed with 

CAB for certificates of convenience and necessity cover

ing new routes. In most cases several airlines have filed · 

for each route and a number of individual lines have 

filed applications for so many different routes that it 

appears they were trying to play the law of averages. 

Once route applications come up fo~ oral argument 

· before the CAB, any given line could usually find rea

sons why its extensions_ should be granted, while com

peting applications would not be in the public interest . 

James M. Landis, new Chairman of the CAB, listening 

to company representatives demand the right to com

pete one day, while the following day asking the board 

to deny competing rights to others, pleaded for a little 

more consistency. But he, as well as industry repre

sentatives, realizes that what is going on now is primarily 

a sparring for position and a rapid reaching out to fill 

the void created during the war . A little over-reaching 

here and there is not too serious. Timidity in the face 

of the new opportunities would be far worse, but timidity 

is certainly nothing to worry about so far as present 

airline management is concerned. 

2 Merr,11 Lynch, Pierce, Fenner & Beane 
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How ~lany Passengers fl'ill 
There Be Tomorrow Is the Big Question 
Fa"ing Our Airlines Today 

There has been so much popular talk in the last 

.couple of years about America becoming "air-minded" 

that many people have gained the impression that in 

almost no time at all everyone will fly every place he 

wants to go. At best, this is fanciful exaggeration-at 

worst a dangerous misinterpretation of travel ob;ectives 

and transportation economics. 

Air transport has outgrown the days when a grand

mother taking an airplane ride was worth a picture in 

the local paper-grandmothers are taking rides every 

day. Eleven million domestic air tickets may well be sold 

in 1946 and this does not .begin to spell the limit. But 

there are limits-even limiting factors that are not riow 

important but which will exert their influence more 

strongly in the years to come. 

Competition between different means of travel will 

become keener. Private automobiles, buses, railroads

as well as contract air carriers-will · intensify their 

drives for the travel dollar . No one knows how much of 

the total travel potential may go to these competing 

means, but there is no doubt . that the surface carrier 

will make every effort to win a new and greater 

popular following. The recent campaign against tips on 

trains is iust the beginning of a new effort by the rail

roads to hold and build their clientele. The limited time 

advantage of air travel on short trips will also be ham

mered home by the surface carriers. · 

But none of these factors limit air travel to any pre

dictable total-they are ;ust the other side of the im

ponderable equation . Airline management is as acutely 

aware of competition from outside the industry as from 

within . The airlines expect, moreover, to generate new · 

travel t_hat would not be undertaken at all by the older, 

slower methods. All the devices of modern advertising 

and public relations will be used to sell air travel, while 
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GROWTH IN NUMBER OF AIRLINE STOCKHOLDERS 

1935 

OVER S0,000 

0 

EACH' EQUALS 10,000 

1945 

OVER 130,000 

STOCKHOLDERS 

at the same time lower rates and better service is a 

constant, if sometimes confused, goal. 

One suggestion gaining favor is "day coach" mr 

accommodations as opposed to the present · · super-serv

ice". Free meals aloft offer a good illustration. It costs 

over $1.10 to serve a free meal to an airline passenger . 

The cost, ultimately, must be covered by the tickets sold. 

Now it is covered by higher charges for all tickets 

whether the traveler happens to eat or not. The obvious 

question is raised: Why should the man who doesn't 

eat pay for the meal of the one who does? 

Sleeper service raises the same question. Though the 

airlines charge a berth fee, the basic mileage rate is 

the same as for an all-seat trip . However, sleeper planes 

can't carry as many passengers and it costs ;ust as much 

.to fly the ship . The difference in cost must be made up 

in the rates charged on ships carrying larger pay loads. 

Special fares are listed for some extremely fast 

flights to compensate for higher costs. Suggestions have 



Jack Frye, left, president of Transcontinental and w:stern Air, in the pilot's seat of a TWA ConsteUation after a rec

ord. breaking nonstop flight from coast to coast. Lee Flanagin acted as co-pilot on the seven and a half hour flight. 

been made by airlines' spokesmen, and favorably com

mented on in Washington, that the special fare con

cept be extended throughout the industry in any in

stance where special service incurs extra costs. If ac

cepted by the traveling public, the move should permit 

lower basic rates, which in turn would put the airlines 

in a better position to compete for passengers. 

De,·elopment of Airline Cargo Facilities 
Is Boosting Revenues, 
Spreading Overhead 

Airline income from cargo and mail sources increased 

about 100 per cent from 1940 to 1945 . All of the big 

passenger and mail lines are making a major effort · to 

build up their cargo and freight service. The indepen

dent contract carriers that sprang up after the war are 

being directly challenged by the regular lines . The con

tract boys are fighting back tooth and nail. Paid news

paper ads have been bought and some of the contract 

operators have hired publicity men to run their cam 

paign. 

"Growing pains!" seemed the most general reaction 

of old men in the business . But, as growth is still the 

most universal characteristic of the air transport industry, 

one can fairly expect squabbles of one sort or another 

to bob up every now and then. 

Economically, the airlines are in a position to expand 

their cargo services substantially. The future of air 

cargo, however, is much more uncertain than that of 

4 Merrill lynch, Pierce, Fenner & Beane _ 



passenger travel . Certain classes of high value merchan

dise are already moving by air, while prestige and 

publicity shipments of consumers' items make an occa

sional splash. There is no doubt that there will be sub

stantial growth of air fre_ight of all kinds, but any 

tonnage total predicted for five years hence is pure 

guess. Predictions now range over several hundred per 

cent. Someone will be about right. Those who -guessed 

too low will have lacked "faith," while those who 

guessed too high will be forgotten. 

New Equipment Is {'.hanging Basie Cost 

and Service Ratios of Air Transport 

The scramble for new routes during the past year 

had its nearest counterpart in the scramble for new 

equipment. Manufacturers, greatly expanded by the 

war, bave been making intense efforts to gain accept

ance for their models and transport companies have 

been anxious to get new equipment in the air to in

crease volume, cut costs and win new customers. 

Data released by the Air Transport Association last 

spring indicated that airlines might have as many as 

1,200 ships by the end of 1947, with a total af about 

40,000 seats. After making some arbitrary assumptions 

concerning average cruising speed, daily utilization and 

allowing a 60 per cent load factor, one authority cal

culated that this would be equivalent to 17.5 billion 

passenger miles a year-more than twice the 1936-

1940 average for Pullman travel and nearly 30 times 

U. 5. air travel in the same period. Predictions of total 

air traffic five years from now vary from 10 to 20 billion 

passenger miles a year. 

It is necessary to understand that not nearly all of 

the ships which the airlines have indicated an intention to 

buy are actually on order under contract. The difference 

is made up of options, informal letters of intent and 

conditional contracts of one kind or another. 

One of the most popular planes (in anticipation) is the 

Martin 202 and its pressurized cabin counterpart, the 

Merrill Lynch Pierce, Fenner & Beane ;', 

303. Several airlines have indicated they would like 

quite a number of these ships for use on their short haul 

routes. However, not even one of them has yet been 

built . It is a bit early to count each of these ships, which 

the transport companies now think they want, as 

acrur;illy purchased and positively destined to be in 

passenger service at any given date. 

The equipment purchasing policy of all the airlines is 

directed at the gopl of providing a greater number of 

passenger and ton-miles at lower cost. The final result 

is affected by speed, seating capacity, required mainte

nance time and the operating cost of the particular ship . 

James M. Landis, former dean of Harvard Law School, 
taking oath as chairman of the Civil Aeronautics Board. -~~---

Emory S. Land, former War Shipping Administrator, after 
assuming the presidency of the Air Transport Association. 
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The most desirable combination of factors varies grec;,tly 

with the route flown and the traffic load. 

Speed, for example, costs money. For short hauls ex

cessive speed costs a lot more than it is worth. Large 

seating capacity increases the revenue possibilities as 

direct operating costs do not_ increase as rapidly as seat 

space when planes increase in size. Empty seats ore 

money losers, however, so airlines try to balance ship 

size with the traffic potential on any given route. Also, 

comfort is affected by the number of seats allotted to 

any given space. 

Along with the new equipment question, one must 

also consider the problem of service to customers, both 

in the air and on the ground. In the latter category 

the industry is still faced with difficulties born of war 

and reconversion. The whole problem of ticket sale and 

reservation was very much in the foreground during the 

summer. Ticket offices could not get sufficient telephone 

lines; new personnel was still comparatively inefficient 

and the methods employed were under fire both from 

within and without the industry. 

Domestic airlines have always allowed full refunds 

for unused tickets, even though the reservation was not 

cancelled in time to permit re-sale of the space . In air 

line lingo this is known as the "no show" problem and 

is proving to be a very expensive luxury. It is receiving 

serious study. The airlines may soon follow the Pullman 

Co. by restricting ticket returns or allowing only partial 

refunds. 

Duplication of effort on the ground is also being 

sharply criticized. It is apparent to even the casual air 

· traveler that a lot of ground functions could be handled 

jointly at lower cost. But that is one of those obvious 

thing~ that has no obvious solution. Personal service and 

airline "personality" have been built up for many years 

by the airlines as one of their major intangible assets. 

Tradition, company morale and competitive position in 

the industry are all entwined. 

These things, however, are of distinctly less importance 

to the mass traveling public. Whether a passenger 

boards a plane from a ramp emblazoned with the com: 

pony name is of little consequence to him; likewise, he 

does not core if the weather information guiding the 

pilot comes from a privately maintained meteorological 

bureau, · a jointly operated _one or the Federal service, 

so long as the information is accurate. For the most 

part, he does not core too much which line he takes 

from one town to another if the rates ore comparable 

and the service meets his convenience. 

A number of agreements to maintain joint service 

have been filed with the CAB and cost-saving consoli

dations of this type seem to be on the increase. Though 

airline individuality still represents a powerful force, 

the weight of logic should stimulate the trend, Lower 

overhead costs and more efficient service will result, 

which in turn will improve the chances for lower rates 

and better net earnings. 

Go,·ernment Sits as lUediator for 
the Industry and Tries to Stimulate 
Sound Growth and Safety 

The Civil Aeronautics Administration, concerned pri

marily with Federal airways, airport and equipment de
velopment, and the Civil Aeronautics Board, the regu

lator of scheduled public air transport, function as coach 

and referee to the industry. Like the coach that puts his 

men on a · severe regimen-the CAA is the object of 
occasional gripes. The CAB, like any umpire, is at the 

center of every battle. Despite all the sound and fury, 

like their counterparts in the world of sport, the bureaus 

are philosophic, devoted to the industry and perform an 

essential job remarkably well. 

It is before the CAB that America's airlines have 

pleaded their case for expanded routes. Thousands of 

miles of new service have been authorized to the satis

facti(?n of some and the disappointment of others. As 

from one to a dozen lines have requested to fly most 

of the new routes, the CAB has been forced to do a 

lot of picking and choosing. How fairly and intelligently 

G Merr;{/ Lyne/-, Pierce, Fenner & Bean° 
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OCEAN ROUTES at 20 miles per hour 

AIIU.I. -E ,. AX TllAV 
---Tran sportat io n Costs--·- Total Cost, Salary- Hours Added 

Fore , Meals All 
Elapsed One and Transp. $1 .50 $2 .00 $2 .05 $3 .00 $4 .00 $5 .00 

Time Way Tips Costs ($60 Wk.) ($80 Wk.) ($100 Wk .) ($120 Wk .) ($160 Wk .) ($200 Wk. 

New ·York lo Son Francisco .. ..... ... .. . ....... ... .... .. Pullman 81 :05 $146.20 $18.75 $164.95 $286.58 $327.12 $367.66' $408.20 $489.28 $'5i37 
Air 18:15 136.05 136.05 163.43 172.55 181.67 190.80 209.05 22 .30 

New York to Miami ..... ... ......... .... .. . Pullman 27:10 65.35 6.75 72.10 112.85 126.43 140.02 153.60 180.77 20 ~93 
Air 5 :30 65.15 65.15 73.40 76.15 78.90 81.65 87.15 92 .65 

Chicago lo Denver ... ... ............ ... . Pullman 17:00 49.01 4.00 53.01 78.51 87.01 95.51 104.01 121.01 138.01 
Air 6:59 47.44 47.44 57.92 62.38 64.89 68.39 75.37 82.35 

Washington, D. ·c., to Pittsburgh ... ..... . .. .. .. .. ..... Pullman 8:50 14.65 2.00 16.65 29.90 34.32 38.73 43. 15 51.98 60.82 
Air 1 :02 9.95 9.95 11 .50 12.02 12.53 13.05 14.08 15.12 

New York to Washington, D. C. .... .... Pullman 3 :55 11 .87 2.00 13.87 19.75 21.70 23.66 25.62 29.53 33.45 
Air 1 :12 11 .56 11 .56 13.36 13.96 14.56 15.16 16.36 17.56 
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Jucin T. Trippe, president of Pan American Airways. 

the ;ob is being done is often the sub;ect of warm de

bate within the industry, but as advocates and critics 

so frequently take sides according to their own success 

or failure in gaining a particular point, much of the 

criticism is far from obiective. All considered, outside 

observers give the Board credit for a difficult ;ob well 

done . 

Temporary grounding of Constellations through the 

combined action of the CAA and the CAB created no 

little furor . It was costly to the lines involved and cer

tainly had some effect on public attitudes toward air 

travel. As much as the grounding may be lamented, 

the duty of the Government agencies to the public safety 

is clear. Honest differences of opinion between technical 

experts cannot adequately be ;udged by the layman . 

The problem of adequate airport facilities is also one 

the airlines and the Government must consider together. 

Despite the tremendous number of military fields built 

during the war, airport facilities suitable for airline use 

have not expanded nearly as rapidly as traffic . In New 

C. R. Smith, board chairman of American Airlines. 

York, for example, the difficulties encountered over the 

opening of the new ldlewild Airport have created a 

serious congestion problem at La Guardia Field. Other 

cities have similar congestion problems, or no decent 

airport facilities at all . 

The Federal Airport Act contemplates the spending of 

$500,000,000 to build new airports, but as state or 

municipal contributions must equal that of the Federal 

Government, it may be some time before the program 

really gets into gear. 

Airport operation is an expensive proposition and 

the original costs are often very great . With a fevt 

exceptions, we have always relied upon the Government 

to provide the land and runways, and often the terminal 

and hangar facilities themselves are operated by a 

public agency and rented to the airlines. Joint afrline 

terminal companies to operate the facilities of a field 

have been suggested as a way to save money. Such 

companies might even provide repair, maintenance, 

cargo handling and like services on a cooperative basis. 

8 Merrill Lynch, Pierce, FenPer & B a:1_e 



This would eliminate many duplicate organizations and 

should substantially cut ground expenses. 

Labor Costs Rise As Airlines 
Gr nt H"ghe Pay 

Like every other industry, the airlines have boosted 

wages and cut hours. Several companies have suffered 

short strike interruptions during the past year and a 

number of labor issues are still under negotiation_. The 

most publicized of the difficulties has been the strike 

threat of the Air Line Pilots Association against Trans-

. continental and Western Air. 

Pilot wages are based on a complicated scale that 

takes into consideration, in addition to basic rates, size 

and type of aircraft, plane speed, whether day or night, 

foreign or domestic, length of service and monthly hours 

in the air. The demands presented to TWA by David 

L. Behncke, President of the Pilots Union, an American 

Federation of Labor affiliate, would have raised top 

wage levels to some $20,000 or more a year. When Phil 

Murray, President of the rival CIO, was asked by re

porters for comment, he replied: "That isn't a labor 

dispute. It is a row between capitalists." 

lUanagement Policies Vary 
D ring Present Period 

Viewed as an operational act/Vity, our airlines have 

long since matured, management policies are clear and . 

execution approaches perfection. Far less clear is their 

merchandising policy. From the broader economic and 

political viewpoints the ob;ectives and effects of ex

panded air travel are far from clear. 

The flood of passengers that has descended upon 

airline ticket offices over the past few years, and is 

coming in increasing volume today, represents a new 

experience to the airlines. After years of operation in 

which they catered primarily to a rather small clientele, 

they have . suddenly been plunged into the realm of the 

Merr,I/ Lynch, Pierce, Fenner & Beane 9 

common carrier at the mass level. One has difficufty in 

discovering ;ust what management policy is concerning 

the airlines new function in mass transportation. 

This problem is illustrated by American Airlines. C. R. 

Smith, Chairman of the Board of American, wrote an 

article last fall blueprinting for the industry its possible 

future as a mass common carrier. Recently Ralph Damon, 

President of the Company, issued a folder on passenger 

policy stating: "When we think of 'mass' or 'volume' 

transportation we think of street cars, subways and 

buses. We are not, and will not be, in that business." 

All credit to Mr . Damon if his ob;ective is merely to 

keep his stewardesses from shoving customers around 

like subway guards do, or his pilots from driving their 

craft Uke some street car motormen do. On the other 

hand, if the new policy implies that all of the expensive 

frills the airlines adopted in the early days are to be 

maintained at the expense of moving a greater number 

of people more cheaply-that is, if it represents a shift in 

basic transportation policy as opposed to a customer 

. relations pep talk-it is harder to ;ustify. 

It must be emphasized that the difficulty seems to be 

primarily with words-words like "mass" and "volume" 

as opposed to words like "individual" and "service." 

To the extent, however, that the difficulty over words 

also confuses basic policy, the confusion is fairly wide

spread throughout the industry. It is evidence of the 

rernlution taking place in air transport-a revolution 

so swift, so tremendous that all the wisdom of a 

Socr~tes and the imagination of a Jules Verne is needed 

to ;udge its outcome. 

TRAVEL IN REVENUE PASSENGER MILES 
Steam 

r-Domestic Airlines~ Pullman Railroads Buses 
Miles ¾ Airline Miles Miles Miles 

(Billions) & Pullman (Billions) (Billions) (Billions) 

1945 .. .. 3.51 11.4 ¼ · 27.28 91.75 62.29 
1943 .... 1.63 5.9 25.89 87.82 54.86 
1941.. .. 1.38 12.1 10.07 29.35 25.65 
1939 .... 0.68 7.4 8.49 22.65 20.00 



A Douglas DC-4, above, battle tested four-engined transport, is being followed by its faster big brother, the OC-6, now 
coming off the production line. The new, longer nosed DC-6 will carry from 52 to 70 passengers at 300 miles per hour. 

AIRLINE 

EfllJIP~IENT 

Re - equipping our airlines 
with new planes has been 
slower than first expected. 
Some new models are now 
being delivered while others 
will not come off assembly 
lines until next year. Tech
nical developments during 
the war . give promise of 
faster, safer and cheaper 
flying in the future, requiring 
much greater initial outlay 
on the part of the airlines. 
The planes shown here in
clude some of the most 
important ships that will see 
service during the next year. 

CHARACTERISTICS OF IMPORTANT COMMERCIAL AIRCRAFT 
IN USE OR SCHEDULED FOR USE 

Twin-Engine: 
Beech craft 1 8-C ........ . 
Douglas DC-3 ............ .. 
Lockheed Lodestar ... .. 
Boeing 417 ............... .. 
Consolidated 240 '. .... .. 
Lockheed · Saturn ........ . 
Martin 2-0-2 ............. .. 
Martin 3-0-3 .............. . 

Four-Engine: 

Passenger 
Capacity 

7 
21-30 

14 
20-24 

40 
14 

36-40 
40 

Boeing Stratoliner ....... 38 
Douglas DC-4 .. . .. .. .... . .. 44-60 
Lockheed Constellation 

Model 49 ............... 43-51 
Model 749 ............. 44-64 

Douglas DC-6 ... .......... 52-70 
Boeing Stratocruiser ... 65-105 

· Republic Rainbow .. . .. .. 40-46 

Six-Engine: 

Approximate 
Cruising 
Speed 
MPH 

205 
185 
241 
215 
302 

Not Reported 
270 

280-300 

length 

34 Ft. 
64 
50 
60 
75 
51 ½ 
72 
72 

200 74 
231 93 

311 95 
332 95 
300 101 

340-360 110 
410 98 

Wingspan 

47 Ft. 
95 
65½ 
86 
92 
74 
93 
89 

107 
117½ 

123 
123 
117½ 
i41 
129 

Date to 
bein 

S.ervice 

In Use 
In Use 
In Use 
1947° 
1947 
1947 
1947 
1947 

In Use 
In Use 

In Use* 
1947 
1946 
1947 
1947-48 

Approximate 
Price 

(OOO's) 

$64 
t 
t 

155 
235 

110-120 
235-265 
235-265 

t 
460 

} 675-819 

640-675 
1,250 

1,000-1,200 

Consolidated 37 ... .. .... 204 ·31 0-342 1 83 230 Not Reported 

•-Temporarily grounded in July, 1946. t-Not in.production, 

I O M r I • ~ r, Pierce, F nn r & R ,n 



Captain Eddie Rickenbacker, left, with Glenn L. Martin, president of the Glenn L. Martin Co., who is holding a model of 
the Martin 2-0-2. Captain Eddie contracted for 25 of the ships for Eastern Air Lines, to be delivered early in 1947. 

Republic · "Rainbow", the fastest 
new transport, is being flight tested 
and will be in service by early 1948. 

The Beech craft 18-C is a small, seven
passenger plane developed for the 
Army. It is used on feeder lines. 

Merrill lynch, Pierce, Fenner & Beane I i 

Lockheed "Constellation" is the fast
est plane now in service; Several 
foreign lines also use this plane. 

The old DC-3, still our airline work

horse, is going to be gradually re
tired as new models are delivered. 



TIIE l?INANCIAL POSITION OF 

J/lllt/NB CU/lPU/lJ/f IONS 
A survey of rece,it trends in capital position, new financing, 

revenues, costs and the favorable and unfavorable 

factors needed for investment analysis 

AMERICAN airline companies have shown a steady im

provement in their financial condition throughout the 

years and today are in the strongest position they have 

ever c;,ccupied . Assets totaled more than a quarter of a 

billion dollars on December 31, 1945, and they are 

still rising rapidly as new financings are undertaken. 

Net worth of the big domestic carriers has risen from 

less than $27 million in 19 38 to more than $146 million, 

with the end not in sight. There has been corresponding 

growth in current assets and a safe margin maintained 

between current assets and current liabilities. 

S erv Financing 

While the current financial position of the lines gives 

little cause for concern, the post-war reconversion and 

enlargement of the industry has been a tremendous 

financial operation . Within the next few years the lines 

may need half a billion or more of additional capital. 

Even before the fighting stopped, several companies 

were already in the capital market in anticipation of 

their post-war needs. The long term debt of domestic 

companies increased from $460,000 in 1942 to almost 

$40 million by the spring of 1946. Since April 30, Amer

ican Airlines has sold to the public $40 million in de

bentures and a like amount of convertible prefe~red 

stock, while Chicago and Southern has marketed $3.4 

million of common. Recent and proposed financings show 

that the proportion of long term debt and preferred 

stock to common stock is rising. The increase in senior 

securities, some of which have been sold directly to in

surance companies, will mean a substantial increase in 

the charges ahead of common., stock. 

AIRLINES 

SELECTED BALANCE SHEET ITEMS-DECEMBER 31 
(Domestic Carriers) 

1941 
-----$000's Omitted-----

1945 1938 

Cash Items .......... $109,055 

Current Assets.... 149,744 

Current Liabilities 74,541 

Net Workg. Cap. $ 75,203 

Gross Prop. and 

Equip. .. ... . ... .. . 117,329 

Depree. Reserve .. 50,593 

Net Prop. and 

Equip. .. . ... ... .. . $ 66,736 

Long Term Debt.. 24,837 

Net Worth.......... 146,585 

Total Assets/ 

Liabilities .... .. $253, 1 34 

$27,297 

48,767 

22, 196 

$26,571 

63, 114 

29,799 

$33,315 

1,770 

61,448 

\ 
$88,279 

$ 8,249 

15,143 

4,542 

$10,601 

33,986 

17,550 

$16,436 

3,760 

26,910 

$36,570 

12 Merrit/ Lynch, P,erce, Fenner & Benn~ 
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Million 
Miles 

1000 

800 

600 

400 

200 

0 
% of Total 

American Airlines, Inc. 

United Air lines, Inc. 

fransc. & West. Air, Inc. 

Eastern Air lines, Inc. 

Other Airlines 

llevt>nues 

25.9 

27.3 

19.7 

11.7 

15.4 

1936 

30.2 

24.0 

16.4 

14.1 

15.3 

1937 -

REVENUE PASSENGER MILES 
( Domestic Carriers) 

I I I 
--- American Airlines, Inc. 

- - - - United Air lines, Inc. 

•········ Transc. & West. Air, Inc. 

- • - • - Eastern Air lines, Inc. 

- • • Other Airlines 

29.4 30.4 29.6 

22.6 21.8 21.1 

15.1 14.6 · 14.7 

14.9 IS.I 15.0 

18.0 18.1 19.6 

1938 1939 1940 . 

29.6 28.4 26.7 25.3 

19.6 20.4 21.9 20.2 

14.6 14.2 14.8 15.4 

15.3 15.4 13.2 11.9 

20.9 21.6 23.4 27.2 

1941 1942 1943 1944 

There has been a tremendous growth in airline oper

ating revenues in recent years, the total more than dou

bling from 1938 to 1941 and then doubling again from 

1941 to the end of 1945. The rise has continued during 

the early months of 1946. 

Though total revenues are on the up-trend, mail pay-

ments are off sharply this year. In 1941 mail income 

amounted to $22 .7 million, or about 23 per cent of all 

domestic revenue. In 1945 the total increased to $33 .6 

million, but the proportion dropped to about 16 per 

cent. Effective January 1, 1945, the mail rate of the four 

big domestic carriers was cut from 60 cents a ton-mile to 

DISTRIBUTION OF OPERATING EXPENSES 
(Domestic Carriers) 

' -
1945 1944 1941 1939 1945 1944 1941 

· :00's Omitte~ Per Cent of Totol 

Aircraft Operating Expenses 
Total Flying Operating Expenses .......... $43,421 $28,238 $27,392 $15,809 24.0% 22.7% 30.5% 
Flight Equip. Maint.-Direct .................. 16,393 11,893 9,790 5,651 9.1 9.6 10.9 
Depreciation-Flight Equip. ····· ·· ··········· 9,409 5,019 7,750 4,834 5.2 4.0 8.6 

-- -- --
Total. ........ , .......... $69,223 '$45,150 $44,932 $26,294 38.3% 36.3% 50.0% 

Ground and Indirect Expenses 
Ground. Operation Expense ................ $34,553 $24,761 $16,774 $8,972 19.1 % 19.9% 18.7% 
Maintenance and Depreciation ········ 16,619 12,595 6,397 3,560 9.2 10.1 7.1 
Passenger Service . .............................. 15,460 9,767 4,463 1,845 8.6 7.8 5.0 
Traffic and Sales ........... ..................... 18, 146 12,360 · 7,259 4,046 10.0 9.9 8.1 
Advertising and Publicity .................... 6,753 5,239 3,121 2,193 3.7 4.2 3.5 
General and Administrative ................ 19,872 14,650 6,973. 4,076 11.0 11.8 7.7 

-- -- --
Total. .... · ........ .... ... $111,403 $79;372 $44,987 $24,692 61.7% 63.7% 50.0% 

Total Operating Expenses ...................... $180,626 $124,522 $89,919 $51,392* 100.0% 100.0% 100.0% 

• -Includes totol operating expenses for Colonial Airlines, for which the distribution by type of expenses was not available. 

- - ,~,- - -· -

/ 
• 

I 
' ,' 

22.8 

17.1 

14.6 

13.3 

32.2 

1945 

1939 

30.8% 
11.0 
9.4 

--
51.2% 

17.5% 
6.9 
3.6 

. 7.9 
4.3 
7.9 

--
48.0% 

* -
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45 cents. Total air mail tonnage is now off about 40 per 

cent from the war-time peak. The cut in domestic air 

-postage from 8 to 5 cents an ounce, however, should 

stimulate volume. 

The increase in passenger revenue resulted solely 

from an increase in passenger miles flown as rates _ 

dropped . Domestic charges averaged 5. 1 cents a mile 

in J 944, while major lines were receiving only about 

4.5 cents a passenger mile in late 1945 after a series 

of rate cuts. Express and cargo rates are also lower, 

but revenue from these sources is relatively small. 

The first effect of reconversion to peace-time opera

tion was an increase in expenses that more than out

stripped the increase in revenues-so much so that many 

of _the companies were in the red during the first quarter 

and only Eastern, of the major lines, showed a gain in 

net income, and that only because of the workings of 

the excess profits tax law. 

Expenses incident to their labor force rose at a terrific 

rate . Not only had the airlines got by with relatively few 

employees, but wage rates were also comparatively low. 

Several small strikes were promptly settled by cutting 

hours and increasing wages, but the industry is still faced 

with demands for higher pay. An Emergency Presidential 

Fact Finding Board recommended increases from $600 

to $2,000 a year for experienced first pilots. The matter 

was stil/'under negotiation in mid-summer. 

Training the expanded labor force has also been an 

expensive proposition. The airlines have set up elaborate 

schooling programs for their flying and ground personnel 

to equip them to handle larger and faster aircraft. 

Training costs reached their peak in the spring, but are 

expected to remain large for some time. 

Equipment has been another major expense item dur

ing the reconversion period. Converting ships received 

from the services has been expensive and much of this 

secondhand equipment will be written off quite rapidly. 

During the period from 1941 to 1944, aircraft oper

ating expenses dropped from 50 per cent of total operat-

PASSENGER MILES AND SEAT MILES 
( Domestic CatTiers) 

Revenue Passenger Miles 

Million r----,------,-------.-----,----~--~----- -
Miles 

ANNUAL 

5000 i------+---+---+----+------+----+----l----1 

4000 i------+---l-----f-----lf-----ll------ll------1-----1 

3000 t-----+---f---~l------ll------1----1----IL--- ---1 

0 t----+----f-----lf-----1----1----1----1--__J 

ood Factor 
I (%) 50.4 56.2 57.9 59.1 72.2 88.0 89.4 88.1 

Million 
Miles 

100 

0 

I 
MONTHLY 

load Factor 83.7 13.7 17.4 88J 89.7 11.1 su !11.2 19.4 89.4 85! 94.0 85J as.4 10 85.2 

(%) J F M A M J J A S O N D J F M A M JASO ND 

1938 1939 1940 1941 1942 1943 1944 1945 1-----1945-----1----1946-------



ing expenses to 36.3 per cent, while ground and 

indirect expenses rose to 63.7 per cent of the total . . Last 

year there was a small drop in the proportion of ground 

and indirect expenses. Government economists are hop

ing that the proportion can be gradually restored to the 

pre-war ratio. 

Prospeets and Trends 

Losses or sharply lower net income for most of the 

lines during the first quarter was a special situation that 

is expected to be followed by much better earnings 

during the remainder of the year. Gross domestic reve

nues may well exceed $300 million in 1946, about 50 

per cent above the total for 1945. In 1944 the load 

factor r'ose to virtually 90 per cent and dropped only 

moderately in 1945. So .far this year the proportion of 

seats sold has hovered around 85 per cent. If the 

expected drop is stopped at 60 per cent or better it 

should not be difficult for lines to show reasonable net 

earnings once their more efficient new equipment is in 

operation. 

$ELECTED COMPOSITE INCOME DATA 

I 14 Domestic Carriers) 

1945 1941 1938 
------1000's Omitted)---

Total Oper. Revenue ...... · $204,726 $93,392 $41,628 
Depreciation ..... ............. l 0,788 9,516 5,607 
Total Oper. Expenses...... 172,202. 87,129 42,514 
Operating Ratio.............. 84. l ¼ 93.3 ¼ l 02.5 ¼ 
Pre-Tax Earnings............ 33,023 6,869 d l, 146 
Pre-Tax Margin of Profit 
Fed. Income & E.P.-Taxes 
Net Income ................... . 

d-Deficit. 

16. l ¼ 
16,835 
16,174 

7.4¼ 
2,673 
4,195 

d2.8¼ 
146 

dl,297 

Note:-This table is a composite of income accqunt doto of the 
companies listed i-n the index, with the exception· of All American 
Aviation, American Overseas, Northeast Airlines and Pan American 
Airwoys. 

M r I L nch ce r n & ec.'le 15 

Million 
Dollars 

200 

ISO 

100 

so 

OPERATING REVENUES AND EXPENSES 
( Domestic Carriers) 

Total { Mail 
Operating All Other 
Revenues • . 

Passenger 

- Total Operating Expenses 

1940 1941 1942 1943 

One serious bottleneck, which may temporarily re

strict expansion, is airport inadequacy. Many fields have 

already reached the traffic saturation point. Airlines can

not increase scheduled service over a number of routes 

simply b'ecause no more physical volume can be accom

modated. Expensive new radio and radar equipment 

will help by affording better traffic control and making 

more bad weather flying possible, but until new airports 

are built, service over new routes, rather than increased 

volume over pres'ent ones, is the order of the day. 

The CAB's decision in the Pacific Route case gave 

Northwest Airlines permission to open a route to Japan 

and the Asiatic mainland by the northern route through 

Alaska. This is the first international route granted the 

line and represents a major expansion in the company's 

permitted flight schedule. Additional Far-eastern routes 

were also granted Pan American and TWA, while West

ern Air Lines was permitted an extension to Edmonton, 

Canada. 

1944 194S 
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~AVORABLE 
( 1) The industry's growth still has a long way to go, as 

the airlines are opening up new travel markets besides 

competing aggressively for existing transportation busi

ness. 

(2) Passenger traffic is expected to expand substan

tially further. Declining fares are bringing the total 

costs of airline travel into progressively better rela

tionship with surface carriers' rates. 

(3) After the recent drop, mail income should again 

show a rising trend, aided by lower postage fees and, 

later on, new services. The subsidy element in air mail 

pay has been substantially eliminated in recent years. 

(4) Commercial cargo volume, now relatively small, 

may be multiplied · many times over in the years to 

come. 

(5) Government policies should remain broadly con

structive, reflecting the commercial benefits as well as 

national defense aspects of a strong air transport 

system'. Under regulation, cut-throat competition seems 

unlikely. 

(6) Through use of new equipment and adoption of 

improved methods-such as jointly-operated terminal 

facllities-important economies may be realized. 

(7) Earnings, already recovering from the early post

war recession, should follow the broad uptrend of 

revenues indicated for the next several years. 

UNFAVORABLE 
( 1) Some expense factors are increasing (including 

items like wages, materials, depreciation charges and 

airport costs), while expansion programs involve heavy 

outlays. 

(2) Earnings growth thus may be retarded and 

reductions in rates may also temporarily impede profits 

development. 

(3) As plane fleets are enlarged, lower load factors 

will tend to hold operating ratios under high wartime 

levels. 

(4) Competition among air transporters is on the 

increase. Moreover, surface operators are installing ser

vice improvements and will probably persist in their 

attempts to engage in air transport activities. 

(5) The public service characteristics of air transpor

tation could lead eventually to more stringent profits 

regulation. 

(6) Huge financing needs (plus stock split-ups in a 

few instances) are resulting in rapid enlargement of 

capitalizations. Although not all companies are similarly 

affected, the tendency has been to create substantial 

senior charges, which will serve to delay realization 

of large common share earnings. 

(7) With an irregular pattern of earnings growt~ and 

heavy capital requirements likely .to restrict common 

dividends, airline equities will occupy a speculative po

sition for some time ahead.; 

TREND IN AIRUNES STOCK PRlaS 

American Airlines, Inc. 
Braniff Airways, Inc. 
Chicago and Southern Air Lines, Inc. 
Colonial Airlines, Inc. 
·Eastern Air Lines, Inc. 

600 Northeast Airlines, Inc. 
, - Northwest Airlines, Inc. 
" Pan American Airways Corp. 

Pennsylvania-Central Airlines Carp. 
Transcontinental & Western Air, Inc. 
United Air Lines, Inc.• 
Western Air Lines, Inc. 

12 AIRLINES (Adjusted to Jan. 1934 Dow-'-1 hidllStrials) 
DOW-JONES INDUSTRIALS (Average Closing Prices) . · . 

j 

11 
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The following disclosures are made in accordance with the policy of the firm, 

so that customers may iudge for themselves the extent of bias on our part in the 

presentation of data in this survey. Such disclosvres are not intended to influence 

the decision of customers to purchase or sell any of the securities mentioned. 

The firm of Merrill Lynch, Pierce, Fenner & Beane for its own account and/ or its 

general . partners on July 25, 1946, had the following direct and indirect beneficial 

interest* in securities of the companies referred to below: 

SMALL INTEREST: AMERICAN AIRLINES, INC., CHICAGO AND SOUTHERN AIR 

LINES, INC., CONTINENTAL AIR LINES, INC., DELTA AIR LINES, INC., MID-CONTINENT 

AIRLINES, INC., PAN AMERICAN AIRWAYS CORP., UNITED AIR LINES, INC. 

The data in this book have been obtained from reports of the companies to 

their respective stockholders and from various statistical services and other sources 

which we believe reliable, but without independent verification or investigation by us. 

This information is not intended to and should not be relied upon as comprising a 

complete report or analysis. Neither the facts herein presented nor the opinions herein 

expressed constitute representations by us. We deal, as principals or agents, in the 

securities mentioned herein. 

*An interest in a company having a market value of less than $50,000 is denominated "·small"; 
between $50,000 and $100,000, "substantial"; aver . $100,000, "large". 

TIMING ... For every investor, sound investment procedure requires a series of separate but re

lated decisions in each of which "risks and rewards" must be weighed. Of these decisions, all invest

ment experience proves that "when to buy" ranks equally in importance with "what to buy". Similarly, 

the alert investor will recognize that there is no security which can be "bought and forgotten" and that suc

cessful investment requires keen judgment in timing sales as well as purchases. 

l,Aerr,1/ LY'" h P,er e F nner & R one I 7 
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fB/lJ/S 
USED IN AIR TRANSPORT ANALYSIS 

♦ .S5 rer Mil~ 

~50 .Mll<S / f297.50 (!ost 

ACT OF 1938. The Civil Aeronautics Act of 1938, which set up the CAA and the CAB. 

AIRCRAFT OPERATING EXPENSES. The costs involved in actual flying operations, 
such as flight crew salaries and supplies, fuel and oil expenses, repair costs and 
depreciation of flight equipment. Sometimes called "direct operating expenses." 

ATA. The Air Transport Association, an organization of U. S. scheduled airlines. 

AVAILABLE SEAT MILES. The number of available seats multiplied by the revenue 
plane miles flown. 

CAA. The Civil Aeronautics Administration (a branch of the Department ofi Commerce) 
constructs and operates the Federal system of civil airways, develops air navigation 
facilities and aviation equipment, promotes airport development, enforces flying and 
safety regulations set up by the CAB. 

CAB. The Civil Aeronautics Board, an independent agency charged wi-th economic regu
lation of scheduled air carriers, includ ing1 the supervision of passenger and carg9 
rates and fixing of mail rates, the authorization of routes, the establishment of safety 
standards, and investigation of accidents to civil aircraft. 

CERTIFICATE OF CONVENIENCE AND NECESSITY. Official permission issued by 
the CAB for an airline to make regular flights over a scheduled interstate route. 

CONTRACT, NON-SCHEDULED, OR CHARTER OPJ:RATIONS. These services are 
relatively infrequent, are not on definite time schedules and do not involve the speci
fied point-to-point nature of scheduled flight activities. Certificates of convenience 
and necessity are not required which means that such operations do not come 
under the economic regulations of the CAB. 

COST PER REVENUE MILE. Operating expenses per revenue plane mile. 

CURRENT ASSETS. Cash and cash items, receivables due within one year, and supplies. 

CURRENT LIABILITIES. Accounts payable, interest, dividen'ds, taxes, and other 
debts due within one year. 

EPT. Excess profits tax. 

GllOSS PROPEllTY AND EQUIPMENT. The value of property and equipment as 
carried on the books of the company. 

GROUND AND INDIRECT EXPENSES. Includes many items, such as administrative 
salaries, wages of ground employees, rent, shop and office supplies, sales and 
advertising expenses, ground maintenance and taxes. 

18 Merrill Lynch Pierce, Fenner & Beane 
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ICAO. The International Civil Aviation Organization, designed to encourage develop
ment of commercial aviation. It must be approved by 26 of the 56 countries that 
attended the Chicago conference of 1944. The United States became the tenth to 
accept the ICAO in July, 1946. A Provisional ICAO is functioning in the meantime. 

INVESTED CAPITAL. The total of funded and other long term debt, minority interest, 
preferred stock, common stock and surplus. 

LOAD FACTOR. The ratio of passenger seats sold to those available. 
Example, A plane with 20 seats, of which 10 are occupied by revenue passengers, 
has a 50 ¾ Load Factor. 

NET INCOME. Balance, after all expenses and taxes, available for dividends. 

NET PROPERTY AND EftUIPMENT. Gross property and equipment less reserve 
for depreciation and obsolescence. 

NET WORKING CAPITAL. Current assets less current liabilities. 

OPERATING EXPENSES. Cost of operating planes and other equipment, salaries 
and administrative expenses, maintenance costs, depreciation and other costs 
chargeable to operations. 

OPERATING RATIO. The ratio of operating expenses (in{:f'uding depreciation) to 
total operating revenues. 

OPERATING REVENUE. The sum of revenues obtained from passenger, mail, 
express and freight services. 

PER CENT EARNED ON INVESTED CAPITAL. The ratio of net income available 
for fixed charges after all taxes · (the net amount available for the payment of 
interest charges) to the average invested capital ·at the. beginning and end of year. 

PRE-TAX EARNINGS. The amount of income subject to Federal income and excess 
profit taxes. As shown in the "Statistical Record" of each company this item is after 
deducting interest charges. 

RESERVE FOR .DEPRECIATION AND OBSOLESCENCE. Represents loss of value, 
not restored by maintenance, of flight equipment, buildings and other property. 

REVENUE PLANE MILES. Total miles of revenue service flown by a group of planes. 
Example, A fleet of 5 planes, each flying 1,000 miles, operates 5,000 plane miles. 

REVENUE PASSENGER MILES. Tbe total distance flown by all fare-paying pas
sengers. (One passenger traveling one mile equals one passenger mile.) 

ROUTE MILES. The distance over which scheduled flights are regularly maintained. 

SCHEDULED OR CERTIFICATED OPERATIONS. Interstate services of a com
mon carrier type which, according to the Act of,. 1938, may be performed only 
under a certificate of convenience and necessity issued by the CAB. Regularity of 
operation over definite routes characterizes this type of service. 

TON-MILES. The total tons of each class of cargo (mail, express or freight) multiplied 
by the number of miles they are flown. 

UTILIZATION FACTOR. The number of hours or miles per plane actually flown, 
expressed as a daily average-excludes time idle and that devoted · to loading, 
fueling, maintenance and overhaul. 

Merrill Lynch, Pierce, Fenner & Beane J 9 
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Cafiilaltialion -ti/aicA 31, 1946 * 

Common Stock ($1 Par) ••••••••••• ••• •• 513,660 Shs. 

Traded Off Board. 

*-After giving effect to sale of 3,590 shares to employees in May, 1946, 
and 100,000 shares sold to the public in July, 1946. 

_j/ LL AMERICAN AVIATION (AAA) was organized 

t,71 in 1937, under the leadership of the late Richard 

duPont, as an experiment authorized by Con

gress to find a practical way to extend air mail service 

to communities away from th£; main air transport system. 

AAA operates an Air Transport Division centering about 

Pittsburgh, Pennsylvania, and extending to five adjacent 

states; route miles total 1,524, with temporary service 

re·cently authorized to Cincinnati. The company is a 

feeder line and provides non-stop Air Pick-Up service 

for mail and express . AAA also operates a manufacturing 

Years 
Ended 

June 30 

Mfg. 
Div. 

Oper. 
Revenue 

Trans. 
Div. 

Oper. 
Revenue 

Trans. 
Div. 

Depree. 

Trans. 
Div. 

Total 
Oper. 

Ex pe(lses 

Trans. Div. 
Operating 

Ratio 
Pre-Tax 
Earnings 

1946t 1944 1943 

$000's Omitted 

Cash Items •. • .••••••••• $ 657 $ 535 $ 40 

Current Assets • • •.••••••• 1,102 1,198 772 

Current Liabilities ••••.••• 367 323 801 

Net Working Capital ••••• 736 875 29* 

Gross Prop. and Equip .••• 868 485 407 

Depreciation Reserve ••••• 404 306 207 

Net Prop. and Equip .••••• 464 179 200 

*-Excess of current liabilities over current assets. t-March 31. 

and development division which designs and produces 

Air Pick-Up equipment. In recent war years, this division 

has been the company's most important source of rev

enues and earnings. Virtually all military contracts have 

been terminated and this division is now fabricating 

metal products. The company also is converting war 

surplus airpla.nes for commercial and private flying. 

Applications have been submitted for additional 

Pick-Up routes totaling 16,143 miles, which include com

bination passenger pick-up routes of 841 miles and 

conventional passenger routes of 2,690 miles. In the 

Fed . Inc. 
and E. P. 

Taxes 
Net 

Income 

% Earned ----Per Common Shore,----
on Invested - Price Rongett --

Copital t Earned Divd. High l ow 

-----------Dollar Figures in Thousands,----------

1946a $1,772 $489 $52 $561 114.7% $ 91 $ 52 $ 38 $.0,09 Nil 14¼b 9½b· 

1945a 1,836 444 58 510 115.0 238 103 136 0,33 Nil 

1945 3,067 616 69 698 113.3 193 94 99 7.2% 0.24 Nil 11¾ 8¼ 

1944 2,919 556 65 542 97.5 414 186 228t 26.6t 0.75 t Nil 9 5 

1943 264 514 62 488 94.9 29 13 16 N.A. 0.06 Nil 4 3 

1942 21 373 59 392 105.1 d28 Nil d28 N.A. d0.11 Nil 

1941 * Nil 278 29 269 96.7 Nil N.A. 0.004 Nil 

N.A.-Complete data not available. * -Period from Aug. 12, 1940 to June 30, 1941. t-Based on average invested capitol at beginning and end of year. ! -Before 
contingency reserve of $50,000 equal to $0.19 a common shore. tt-Approximate Off Board calendar year range; accurate price data not available. a-Nine 
months ended March 31. b-Through July 3. d-Oefkit . 
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New England case, the CAB awarded no extensions of 

service to the company, while CAB examiners have rec

ommended in the Southeastern case that AAA' s applica

tions be denied. In addition, the company has a Brazilian 

subsidiary and has contemplated extending Pick-Up 

service to other countries. Patents on Air Pick-Up inven

tions have been issued in 15 countries. AAA's fleet of 

12 single-engine planes has been supplemented by the 

receipt of 2 Beechcraft 1 8-C aircraft with 5 additional 

twin-engine planes scheduled for delivery early in 1947. 

AIR MAIL REVENUES are determined by the sched

uled miles actually flown at the base CAB rate-com

puted on a sharply sliding, downward scale-without 

~a/fit 8/alislits 
1945 1941 1940§ 

Rev. Plane Miles ...•••.• • 1 
Rev. Pass. Miles .....•.•• 
Available Seat Miles. . • • • No Passenger service offered 
Rev. Pass. Carried ..••.•• 
Avg. Pass. Trip {Miles) ..•• 
Mail Ton-Milesf........ 64 l O 2 
Exp.-Freight Ton-Milest. . • 11 2 

t-Thousands, 
year figures. 

§-From Aug. 8, 1940. 

Merrill Lynch, Pierce, Fenner & Beane 21 

Note-Calendar 

reference to the weight of mail carried . Therefore, the 

increased volume of mail carried from I 941-45 did not 

cause a proportionate increase in All American 's mail 

income . Although revenues of the transport division have 

steadily increased, higher operating costs combined with 

lower rates have resulted in unprofitable transport opera

tions since July 1, 1944; and in May, 1945, an applica 

tion for increased mail rates was filed. Express rev_enues 

are still a small percentage of the transport division's 

total operating revenues. Earnings of the manufacturing 

division have not only compensated for recent deficits of 

the air transport division, but have enabled the com

pany to show profits on over-all operations, although the 

prospects for this division are uncertain . 

FINANCES have improved materially since 1943, and 

the company recently sold I 00,000 additional shares 

of common stock, thereby providing approximately 

$900,000 for its expansion program. Should the com

pany be awarded any considerable portion of routes 

applied for, it is very probable that additional financing 

will be required · for new equipment and facilities. No 

dividends have been paid on the common stock . 

The company is considered to have some growth possi

bilities in spite of the drastic curtailment in the volume 

of the Manufacturing Division. All American has an ex

perienced management that has concentrated its activi

ties on a specialized phase of the air transport business 

in which it has developed a lead over potential competi

tors. AAA has aggressive plans for new routes as well as 

the extension of service to include night Pick-Up and 

passenger traffic, although failure to obtain new routes 

or mail rate increases or authorization to commence pas

senger service would be limiting factors earni'ngswise. 

Establishment of Pick-Up · service in other countries 

could provide a further potential source of revenues. 

OPERATING REVENUES AND EXPENSES 
( Fiscal Years Ended June 30) 

Million 
Dollars 

Total f Note - No passenger service offered. 

Operating 
Mail 

0.6 Revenues All Other 

0.4 

0.2 

0 
1941 * 1942 1943 1944 1945 
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Cafiilaltialhn - tJ/a1cA 31, 1946 * 

3% Sinking Fund Debentures ....... $40,000,000 
3½% Cum. Conv. Pfd. Stock ($100 

Par) Callable at 104 t ........ . 
Common Stock ($1 Par) •.•......... 

400,000 Shs.t 
6,452,836 Shs. ** 

Listed on the New York Stock Exchange. Symbol AMR. 
*-After giving effect to sale of new securities in June, 1946, ond to 
5-for-1 common stock split in April, 1946. **-Also 250,000 
shores reserved for option to officer at $11.70 per share to 6 / l 50. 
t-Through 6 / 1/ 51; lower thereafter. i-Convertible into· com
mon al $21. 

Note: Employees' stock, 500,000 shs. ($1 par) authorized but unissued. 
Convertible on a share-for-share basis into common stock 3 years after 
purchase. Company guarantees $10 million short-term bank loans 
and over $10 million purchase contract of American Overseas Airlines. 

MER/CAN AIRLINES has ranked first among all 

domestic air carriers on the basis of total operat
ing revenues for many years. Its domestic network 

includes a southern transcontinental flight and a well

established system in the central and eastern sections of 

the United States, tapping large traffic-generating cen
ters. "Flagships" operate over 9,500 route miles in the 
U. 5., Canada and Mexico . American acquired a 51 .4 ¼ 
stock interest in American Overseas Airlines, Inc., in July, 

1945, thus affording it a major interest in the interna
tional field . The CAB has approved numerous non-stop 

flights that it had requested but denied the company's 

application for an extension from Los Angeles to San 

Francisco . The company is attempting to obtain additions 

to, and consolidation of, its present U. 5 . routes . CAB 

8ekcle/ Balance 8Aeel diem;- J)ec. 31 
1946* 1941 1938 

$000's Omitted 

Cash Items ......•..•... $27,306 $10,826 $ 959 

Current Assets •........• 37,361 16,890 2,346 

Current Liabilities ...•... 45,205 8,568 1,408 

Net Working Capital •... 7,844t 8,322 938 

Gross Prop. and Equip ..• 33,966 13,651 7,665 

Depreciation Reserve .... 11,299 7,404 4,232 

Net Prop. and Equip .•••• 22,667 6,247 3,433 

*-As of March 31. 
assets. 

t-Excess of current liabilities over current 

examiners recommended that American's application to 

acquire Mid-Continent Airlines be denied, but the cqm

pany has filed exception to this report. 
OPERATING REVENUES reached a new high in 1945, 

in spite of passenger and mail rate cuts. Passenger , 
revenues accounted for 79 ¼ of the total with mail pro
viding 13 % . Thus far a minor factor from a revenue 
'standpoint, the long range potentialities of freight

express service are emphasized by the recent organ-
. ization of a separate air cargo division. Revenues dur
ing 1946 have continued an upward trend but much 

higher expenses resulted in a loss for the first quarter. 
With carrying capacity steadily expanding, earnings 
since then have improved materially. In May, 1946, 84 

DC-3s and 16 DC-4s were in operation and in addition 

51a/i&/ir:al /ftc( ti 
Years Total Total Fed. Inc. % Earned Per Common Shore ... 
End ed load Oper. Oper. Operating Pre. Tax and E. P. Net on Invested - Price Range --
De c. 31 Factor Revenue Depree. Expenses Ratio Earnings Ta xes Income Capitalt Earned Divd. High Low 

ollor Figures in Thousands 

1 946 * 87.7% $12,199 $ 691 $12,850 105.3% $d968 $ 520b $d448 $d0.07 Nil 193/sc 14¼c 
1945 * 87.3 10,404 363 8,263 79.4 2,077 825 1,252 0.19 Nil 

1945 89.9 47,416 1,925 39,240 82.8 8,139 3,800 4,339 15.8% 0.67 $0.20 183/s 8½ 
1944 89.9 39,244 1,210 29,773 75.9 9,446 4,050 5,396i 22 .5t 0.84i 0.20 91/s 5¾ 
1943 88.2 31,451 1,211 22,987 73.1 8,443 3,500 4,943i 24.7i 0 .82 i 0.15 71/s 5¼ 
1942 74 .2 26,982 1,716 21,369 79.2 6,602 2,750 3,852a 23. la 0.63a 0 .15 5 3/s 2½ 
1941 69.4 26,299 2,372 22,584 85.9 3,769 1,296 2,473 17.4 0.39 0 .15 53/s 4 
1940 66.7 20,690 1,941 18,406 88.9 2,418 559 1,858 19.0 0.48 0.10 7½ 4 11. 
1939 64.6 15,071 1,262 12,838 85 .2 1,798 330 1,468 27.8 0.42 Nil 4¾ 1 1/s 
1938 55.4 11,332 1,548 10,823 95.5 256 43 213 8.4 0.07 Nil 2¼ 3/s 
1937 50.7 10,070 1,406 10,066 100.0 d94 Nil d94 d2 .5 d0 .03 Nil 3¼ ¾ 
1936 59.0 8,334 1,27 8 _ 5, 150 98.2 5 Nil 5 3.6 0.002 Nil 3½ 11/s 
*- Three months e nd e d Mo rch 31. t -Bosed on o verag e investe d capitol ot the b e ginning and end of year. ! -Before deducting reserve for contingencies of 
$1,000,000 in 1944 a nd $ 1,750,000 in 1943, e q ual to $0 .16 and $0.33 per shore respective ly. **-Adiusted to re flect o 2-for-1 stock split in 1944, and 5-for-1 in 1946. 
a-Includes $1,177,846 profi t o n sol e of e quip ment, e qual to $0.2 1 per share. b-Credit. ,-Through July 3. d-Oeficit. 
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TO MEXICO CITY 

~- l. __ _ 
31 DC-4s were being overhauled and com>erted for 
passenger and cargo use. New equipment on order in
cludes 50 DC-6s of which 15 will be conl'ertible sleeper
planes, 20 Republic Rainbows and 1 00 Consolidated 
Model 240s. It is esti~ated that these planes will increase 
passenger seat-mile capacity around 6 to 8 times that 
of the DC-3 fleet in operation at the end of 1945 . 

MAJOR FINANCING was undertaken last spring, 
when about $79 million was raised from the sale of de
bentures and preferred stock . These funds permitted the 
company to pay off a $25 million bank loan, with the 
balance to be used for the purchase of new equipment 
(total for this purpose through 1948 is expected to 
aggregate $96 million), ground facilities, and other 

,items , Additional funds may be necessary and will be 
obtained from future earnings and further financing. In 
April, 1946, the outstanding common stock was split on 

,. JiaJ/tc 5lt1htrh,:~ 

1945 1941 1938 

Rev. Plane Miles* •...... 48.0 32.1 15.3 

Rev. Pass. Miles* ....... 801 409 141 

Available Seat _Miles* ..• 891 590 254 

Rev. Pass. Carried t ...•. 1,299 1,203 358 

Avg. Pass. Trip (Miles) ... 617 340 393 

Mail Ton-Milest .......• 13,892 2,936 1,587 

Exp.-Freight Ton-Milest .• 7,904 1,359 601 

'I-Millions, t-Thousands. 

Merrill Lynch, Pierce Fenner & Beane 23 
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NEWORtEANS 

a 5-for-1 basis. These capital changes give American the 
largest capitalization of any U. S. air carrier. Dividends 
on the common have been on a conservative basis since 
the initial payment in 1940. 

EXPANSION PROSPECTS for American appear 
broadly favorable as it not only has a strategically lo
cated domestic network, but also has the long-term po
tentialities of its Overseas subsidiary. Outlook for traffic 
growth is highly promising although _the company faces 
keener competition and a reduction in load factors in 
coming periods. Operating r,esults will also have to 
absorb substantially heavier depreciation charges on its 
enlarged fleet plus bond interest and senior dividend 
requirements of $2.6 million annually as a result of the 
recent financing. However, earnings should gain mate
rially over the longer term as the large overhead bur
den is distributed over an increasing volume of traffic 
and improved equipment permits operating economies . 

OPERATING REVENUES AND EXPENSES 
Million 
Dollars 

·~ t ~" 40 Operating All Other 
Revenues ■ 

Passenger 

30 - Total Operating Expenses 

20 

10 

0 
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CafiilaltialiPn - :}),cemJ,,1 31, 194S * 

Common Stock ($3 Par) ....•........... 699,930 Shs. t 

Common Stock traded Off Board. . 

*-After giving effect lo 3-for-1 stock split voted in July, 1946. In 
March, 1946, received $10,000,000 bank loan guaranteed by American 
Airlines, Inc. 

t - 360,000 shares or 51.4% owned by American Airlines, · Inc. 

Nole :-ln July, 1946, 1,049,895 shores were registered with the 
SEC. Stockholders to be offered the right to subscribe to new stock 
on the basis of 1 ½ sh.:,res for each shore now held. 

MER/CAN OVERSEAS AIRLINES operates as the 

transatlantic subsidiary of American Airlines, 

Inc. The /otter purchased a 51 .4 ¼ stock inter

est in " Overseas" in July, 1945 for $3 ~ii/ion. Organ

ized in 1937 as a subsidiary of American Export Lines 

(the steamship company, _ which has retained a sub

stantial interest), its activities were confined to research 

and development pro;ects until January, 1942 . At 

/hat time , the company started service under cost-plus

fixed-fee contracts for the U. S. Navy and War Depart

ments. It was not until January, 1945, that commercial 

operations were initiated. 

In mid-1945, Overseas was awarded North Atlantic 

routes to Europe from seven U. S. cities, the routes total

ing some 12,700 miles . The southern leg is already being 

Years Total Total 
Ended load Oper. Oper. Operating Pre-Tax 
Dec . 31 Factor Revenue Depree. Expenses Ratio Earnings 

Dollar Figure s in Thousands 

1946 t 67.3% $3,225ce $200 $3,190 98.9%ce $d47ce 

1946* 1941 1940 

-----1$000's Omittedl-----

Cash Items ..•••...•..... $ 4,154 $671 

Current Assets........... 8,973 677 

Current Liabilities. . . • . . . . 12,480 

Net Working Capital..... 3,507t 

Gross Prop. and Equip.. . . 6,325 

Depreciation Reserve... . • 5'80 

Net Prop. and Equip.. . . . . 5,745 

165 

512 

N.A. 

N.A. 

153 

$435 

435 

179 

256 

N.A. 

N.A. 
143 

N.A.-Nol available. '-As of April 30. t-Excess of cur-
rent liobilit ies over current assets. 

operated to Shannon, London, and as far east as Berlin 

and Stockholm. At present, service is not being offered 
to certain points authorized, including cities in Poland, 

Finland and Russia (necessary transit and landing rights 

have not so far been obtained from the latter three coun

tries!. Also, the company is not yet operating the far 

northern route via Labrador and Iceland . Its application 

for a South Atlantic route has yet to be decided by the 

CAB. In May, 1946, the Board denied the company's 

request to fly from New York to Bermuda and Puerto 

Rico. In addition to regular commercial flights, Overseas 

continues to operate services under contracts with the 

U. S. Government. 

OPERA TING REVENUES are showing a rapid uptrend 

reflecting the installation of additional equipment and 

Fed. Inc. % Earned Per1 Common Shore•• 
and E. P. Net on Invested -Price Range•-

Taxes Income Capital Earned Divd. High Low 

Nil $d47ce $d0.07ce Nil§ 26¾§ 18¾ § 

1945 omporoble Doto Not Available Nil§ 

1945 75.3 3,994ce 141 3,920 98.1 Ce d 1 64ce Nil d 164ce N.A. d0.23ce Nil 30½ 8 3/s 

1944 N.A. 350 N.A. 264 75.5 24• 8 16 N.A. 0.07 Nil 12 81/s 

1943 N.A. N.A. N.A. N.A. N.A. 32 10 22 N.A. 0.09 Ni l 11 3/s 63/s 

19420 N.A. 2,223 N.A. 2,073 93.2 .- 56 23 33 N.A. 0.14 Nil 7 

1941 43/s 3/s 

1940 Revenue Operations began Jan. 12, 1942; previously engaged in research 11/s 1/s 
1939 and development. ¾ 1/a 

N.A.-Complete data not available. *-Approximate Off-Board range; accurate price data not ava ilable. t-Four months ended April 30, 1946. 

§-Th rough July 3. ••....:....Adjusted for 3~for-l spli t approved in Jul y, 1946. a-Period Jon . 12, 1942 to Dec. 31, 1942. c-Based on U. S. moil rotes 

of $1.50 per ton -mile for 1945 and proposed $0.75 per ton -mile for 1946. d-Deficit. e-lncludes income from fixed-fee contracts. 
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CHICAGO 

WASHING 

the progressive opening up of certificated service. Pas

senger revenue accounted for 66 ¼ of the total gross 

during the first four months of 1946 and mail contributed 

25 ¼. The latter included $111,000 from the U. S. 

Government with foreign payments representing the 

major share of the total mail figure. If the CAB's recent 

proposal is made effective, Overseas wilt receive a 

temporary U. S. mail rate of only 75 cents a ton-mile 

starting in 1946, compared with $1 .50 per ton-mile 

for 1945 which rate was set in July, 1946. 

The company had originally ordered six DC-4s and 

seven Constellations for use in 1946. Also eight Strato

cruisers are scheduled for delivery in 1947. Operations 

were not seriously curtailed by the grounding of the 

Constellations in mid-1946 as only a few of these planes 

had been flown on this company's routes . Moreover, 

]Ja//ic 8/a!tsltcs 
1945 

Rev. Plane Miles*........ 0.95 

Rev, Poss. Miles*........ 14 

Available Seat Miles* . . . . 18 

Rev. Poss. Carried t. . • • . . 4 

Avg. Poss. Trip (Miles) ... 3,494 

Moil Ton-Milest ...•..... 611 

Exp.-Freight Ton-Miles t. . . 85 

1941! 1938 t 

*-Millions. t-Thousands, t-Commercial operations began Jan. 1, 1945, 

Merrill Lynch, Pierce, Fenner & Beane 25 
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efforts were being made to obtain additional DC-4 

type aircraft to supplement existing facilities. These pur

chases and other commitments. for spare parts and 

ground facilities involve some $23 million. In March, 

1946, the company obtained a $10 million short term 

bank loan to help provide for its immediate needs . 

The stoc~ was split on a 3-for-1 basis in July, 1946 . In 

the following month, Overseas increased its •capitaliza

tion by over a million shares for which it was to re

ceive approximately $1 2 million . The proceeds were to 

be used to retire the bank loan, with the balance added 

to working capital. No dividends . have been paid to 

date. 

FUTURE GROWTH PROSPECTS appear favorable. 

Probable reduction in transatlantic fares and augmented 

schedules should help to expand traffic over this impor- ' 

font international route. However, keen competition will 

be offered by other U. S. lines and by foreign air car

riers, some of which are government-subsidized. Earn

ings will have to absorb higher operating charges, 

including costs for further development of the system, 

while service rates may be an uncertain element for 

some time. Backed by the strong American Airlines or

ganization, Overseas may eventually show substantial 

profits, however, as the large volume potential is realized 

and the more advanced stages of the operation bring 

probable economies . 



Caftilaltialhn -tlf/tMcA 31, 1946 

Common Stock ($2.50 Par) ............. 1,000,000 Shs. 

Listed on the New York (BNF) and Philadelphia Stock Exchanges. 

f:"' RANIFF A/RWA YS has grown r':'pid/y since its 

£J organization in 1,930 and today ranks as one of 

the nation's more important airlines. The domestic 

system covers approximately 3,933 certificated route 

miles and extends from Chicago to Brownsville, Texas, 

with an intersecting route linking Denver to Memphis. 

A recent decision of the CAB has awarded Braniff two 

ma;or new extensions into Latin America, extendin9, 

to Mexico City and as far south as Rio de Janeiro and 

Buenos Aires. While the Mexico City extension may be 

operated in the near future, it is not expected South 

Years Total Total 
Ended Load Oper. Oper, Operating Pre-Tax 

, Dec. 31 factor Revenue Depree. Expenses Ratio Earn ings 

Dollar Figures in Thousand 

1946 * 86.1% $2,144 $150 $2,272 105.9% $d128 
1945 * 84.4 1,624 84 1,448 89.2 176 

1945 89.1 7,920 475 6,919 87.4 1,309 
1944 89.3 5,708 241 4,477 78.4 1,372c 
19430 91.9 4,454 220 3,479 78.1 1,072c 
1942 67.4 3,766 278 2,966 78.8 818c 
1941 47.5 3,382 344 3,496 103.4 d84 
1940 46.5 2,661 290 2,646 99.4 75 
1939 58.9 1,749 165 1,703 97.4 53 
1938 51.9 1,395 178 1,337 95.9 33 
1937 42.2 1,102 153 1,141 103.5 d64 
1936 40.9 1,069 N.A. El ,002 E93.7 N.A. 

1946* 1941 1939 

,---($000's Omitted)~ 

Cash Items ............ . $5,007 $ I 53 $ 136 

Current Assets .......... . 6,844 711 502 

Current Liabilities ....... . 2,108 681 449 

Net Working Capital. ... . 4,736 30 53 

Gross Prop. and Equip ... . 3,789 2,242 1,323 

Depreciation Reserve .... . 1,681 820 498 

Net Prop. and Equip ..... . 2,108 1,422 825 

*-As of Morch 31. 

American routes will be in operation for some months. 

Braniff has applications for the extension of service to 

both the East and West Coasts as well as numerous other 

points, but no final decisions have yet been announced 

by the CAB. It disapproved Braniff's application to 

acquire control of Aerovias Braniff, S. A., a Mexican 

Airline; but T. E. Braniff, the president of both concerns, 

has been permitted to reta.in his stock interest in each. 

Braniff has actively sponsored "Trade Area" airlines, lo

cal organizations which would serve as feeder lines with 

Braniff owning a 25 ¼ interest and providing technical 

Fed . Inc. % Earn ed Per Corrimon Shoret 
and E. P. Net on Invested r-- Price Range ~ 

Taxes Income Capitalt Earned Divd. High low 

$ 516 $d77 $d0.08 $0.30e 341/ae 24e 
70 105 0.11 0.30e 

459 850 11.7% 0.85 0.60 37½ 17¾ 
538§ 774c 10.9c 0.77c 0.60 211/a 12¾ 
437§ 542c 11.6c 0.54c 0.15 1 41/s 5¾ 
305 513c 26.6c 0.86c Nil 51/a ** 21/s ** 

Nil d84 d4.8 d0.14 Nil 4½** 2•• 
1 75 7.0 0.12 Nil 7½** 3¾** 
9 44 N.A. 0.10 Nil 
4 29 N.A. 0.06 Nil 

Nil d64 N.A. d0.14 Nil 
N.A. 40 N.A. 0.09 Nil 

•-Three months ended March 31. t-Based on average invested capital at the beginning and end of year. t -Adjusted to reflect 50% stock dividend paid 

in 1943 and 4.for-1 split in 1940. 0 -Approximote Off Boord prices, accurate price range not available. §-Includes State income tax. a-Adjusted 

to reflect reduction in moil pay. b-Credit. c-lncludes non-recurring income (fixed fee under War Department contracts and / or profit from sale of equipment) 

totaling $41,566 in 1942, $74,171 in 1943 and $84,259 in 1944. d-Deflcit. e-Through July 3. E-Estimated. N.A.-Complete data not available. 
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assistance. Most of these applications have still to be 

decided, and no ruling has yet been made as to the 

desirability of investment by Braniff in such lines. 

Braniff's fleet of 19 DC-3s has been augmented by 

10 DC-4s , 5 of which are now in service with the bal

ance to be in operation by December, 1946 . Deliveries 

of 6 DC-6s, 6 Martin 2-0-2s, and 12 Martin 3-0-3s' 

are scheduled for 1947. 

REVENUES continued their long term upward trend 

during 1945 and, in spite of lower passenger rates and 

smaller mail income, reached a new peak of $7 .9 mil

lion, compared with $5.7 million in 1944 . Passenger 

1945 

Rev. Plane Miles* ........ 8.3 
Rev. Poss. Miles* ...... .. 147 
Available Seat Miles*. 165 
Rev. Pass. Carriedt ...... 341 
Avg. Pass. Trip (Miles) .... 431 
Mail Ton-Milest ......... 997 
Exp.-Freight Ton-Milest ... 503 

*-Millions. j--Thousands. 

Merrill lynch, Pierce., Fenner & Beane 27 

1941 

5.6 
46 
97 

152 
303 
339 
l l 1 

1938 

2.7 
14 
26 
39 

346 
212 

60 

revenues accounted for 84 ¼ of the 194 5 total with mail 

contributing under 8 ¼ . Mail revenues, although mar

ginally important, have decreased sharply since the 

peak of 1941 , reflecting lower rates . Cargo service was 

added in 1945 . Although increased operating costs in 

1945 reduced operating profits below the 1944 level, 

non-operating income boosted net income to an al/

time high of $0.85 a share compared with $0.77 for 

1944. Operations for the first half of 1946 were unprofit

able, reflecting an increased wage scale , additional 

personnel, and increased training expenses . Operation 

of additional aircraft enabled Braniff to reach the break

even point by early summer, and satisfactory results are 

anticipated for the balance of 1 946 . 

Braniff's present and near future requirements appear 

to be adequately financed. The cost of equipment and 

facilities required in the development and operation of 

its routes into Latin America will approximate $10 million, 

with the management not as yet having indicated how 

such requirements will be financed. Dividends in recent 

years have been a relatively liberal percentage of earn 

ings for a company in the airline industry, amounting to 

$0.60 a shore each year . 

LONG TERM PROSPECTS for Braniff appear favorable, 

with route extensions opening possibilities for large , new 

sources of revenue. While a continued increase in rev

enues is anticipated for the next few years, a probable 

declining load factor plus higher costs will be interme

diate obstacles earningswise . The increase in the size of 

Braniff's plane fleet combine·d with the introduction of 

improved models should, however, enable the company 

to meet increased competition and help to compensate 

for higher costs of operation. 

Million 
Dollars 

6 

4 

2 

0 

OPERATING REVENUES AND EXPENSES 

Total { Mail 
Operating All Other 
Revenues ■ Passenger 

- Total Operating Expenses 
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Cafiilalizalion -tlflaicJ 31, 1946 * 
2% Serial Notes, due 1948 ..•...•... $2,000,000 

Common Stock {No Par)............. 509,326 Shs. 

Warrants......................... 42,000t 

Listed on Chicago Stock Exchange. Symbol CGO. 

*-After giving effect to issuonce of 170,000 shares of common stock 
and $2,000,000 of Serial Notes. t-Each warrant permits purchase 
of one common share at $30 at any time to 10/ 27 / 55. 

CHICAGO AND SOUTHERN AIR LINES, successor to 

an airline organized in 1933, has long operated 

routes extending from the Great Lakes to the Gulf 

of Mexico including such ma;or cities as Chicago, Detroit, 

New Orleans, and Houston . The domestic system totals 

2,122 miles, and " The Valley Level Route's'" location 

has enabled it to benefit from inter-line traffic with trans

continental carriers. In May, 1946, the CAB awarded the 

company new international routes from the two southern 

terminals through Havana to Venezuela and Puerto Rico . 

This extension of service increases Chicago and South-

81/4c11/ /3ala11c1 8J11I J/1ms- :l>1c. 31 
1946t 1941* 1939* 

$000's Omitted 

Cash Items ....•...•.•... $1,160 $ 129 $ 79 

Current Assets ......•.... 1,774 394 192 

Current Liabilities ........ 2,043 381 86 

Net Working Capital ..... d269 13 106 

Gross Prop. and Equip .... 3,308 1,020 350 

Depreciation Reserve ..... 1,217 249 233 

Net Prop. and Equip ...... 2,091 771 117 

*-As of June 30. t-As of March 31. d-Excess of current 
liobilities over current ossets. 

em's route miles to 6,067 and will initiate through-plane 

service from the north-central industrial states to certain 

points in the Caribbean area and Central America. 

Overseas operations are not scheduled for some months 

and will probably involve sizable financial outlays before 

reaching a revenue-producing stage. 

Domestic route applications of approximately 9,000 

route miles are currently filed with the CAB, while author

ization has been requested to establish an interchange 

of equipment at Indianapolis with TWA . The '"Dixie

Liner'" fleet consists of 12 DC-3 and 4 DC-4 passenger 

Glalislical /f ect1,t/ 
Years Total Total Fed. Inc. % Earned Per Common Share 
Ended Load Oper. Oper, Operating Pre-Tax. and E. P. Net on Invested - Price Range -

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings Taxes§ Income Capitalt Earned Divd. High Low 
ollar Figures in Thousands 

1946* 79.0% $1,454 $158 $1,616 111.3% $d158 $60e $d98 $d0.29 Niltt 35ttb 20½tt 
1945* 70.7 879 62 823 93.6 52 22 30 0.10 Nil.tt 

1945 79.3 4,849 339 4,556 94.1 298 125 173 9.8% 0.56 $0.25 35½b 14½b 
1944t 82.6 2,947 183 2,774 93.5 223 93 129 7 .6 0.44 0,25 15½b 10b 
1943t 83.9 2,268 140 2,244 98.9 168 68 100 7.9 0.34 0.62½ 16b 71/ab 
1942 62.2 2,102 156 1,650 78.4 406 188 218 24.4 0 .95 0.50 71/aa 2a 
1942** 55.4 2,003 191 1,798 89.8 192 63 129 13.6 0.63 0.50 71/ao 2a 
1941** 45.2 1,320 179 1,504 113.9 dl 12c Nil d112c d 11.9c d0.80c Nil 6½a 31/sa 
1940** 61.0 972 94 964 99.2 37c 7 30c 5.5c 0.06c Nil 4½o 3a 
1939** 50.9 791 68 697 88.0 89 19 70 15.2 0.45 0 .15 
1938** 40.8 665 85 672 1'00.9 17 Nil 13 2.9 d0.11 Nil 
1937** 38.0 538 78 538 100.1 d6 Nil d6 dl .3 d0.31 Nil 

•-Three months ended March 31. t-Based on average invested capital at the beginning and end of year. t-Restated from reports contained in prospectus dated 
July, 1946. §-Includes State income tax. tt-Through July 3. **-Years ended June 30. a-St. Louis Stock Exchange. Calendar year. b-Ap-
proximate Off Board range; accurate price data not ovailuble. c-lncludes profit from sole and retirement of equipment of $38,742 in 1940 and $90,343 in 1941. 
d-Deflcit. e-Credit. 
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aircraft plus 2 DC-3 cargo planes . Present plans call for 

the replacement of DC-3s with the 10 Martin 2-0-2s 

expected to be delivered in 1947. The DC-4s are being 

depreciated on a four•year basis. 

REVENUES have increased very substantially in re

cent years, despite rate rec;luctions, and reflect increased 

wartime load factors followed by additions to the plane 

fleet. Passenger traffic rose sharply in 1945, accounting 

for 90 ¼ of revenues, while mail income has declined 

both dollar and percentagewise since 1941 . Increases 

in operating expenses have prevented profits from ex

panding as rapidly as gross. Income from military con-

]Ja/fic 4;,.1, lit.<F 

1945 1941 1938 

Rev. Plane Miles* ••.•.••• 5.3 2.3 1.4 
Rev. Pass. Miles* •••.•••• 87 23 7 
Available Seat Miles* ..•• 110 47 14 
Rev. Pass. Carriedt ..•••. 198 62 18 
Avg. Pass. Trip (Miles) .••• 440 377 383 
Mail Ton-Milest ..••..••• 476 155 67 
Exp.-Freight Ton-Milest •.• 371 54 21 

*-Millions, t-Thousonds. Note-Colendor year figures. 

Merr,I/ Ly .. ch, p;erce Fe 1r>er & Beane 29 

tracts was a very important factor earningswise during 

1943 and 1944, but this was a relatively temporary 

situation. Revenues in the first quarter of 1946 hit a new 

high, but passenger rate cuts of some 7 ¼ and higher 

costs, including heavier depreciation charges, resulted 

,n a deficit, notwithstanding benefits from tax credits. 

RECENT FINANCING has supplied funds required by 

the company's immediate expansion program. During 

early 1946, $2 million of 2 ¼ serial notes payable by 

installments over a 2-year period were issued and, in 

July, 170,000 shares of common stock were sold . From 

the sale of the common the company realized over $3 

million . As these shares were deposited under the Vot

ing Trust Agreement (making a total of 68 ¼ of common 

shares deposited thereunder), sales to the public con

sisted of Voting Trust Certificates . It is anticipated that 

additional notes may be issued to finance procurement 

of Martin 2-0-2s . Dividends have been paid each year 

since 1942 and have been relatively liberal for a com

pany in the airline industry. 

GROWTH POSSIBILITIES are promising and overseas 

route extensio'ns should facilitate the continued expan

sion of revenues. On the other hand, costs of preparing 

for augmented service may dilute earnings gains for 

some time, and competition from other carriers may be 

intensified. Increases in wages, as well as other operat

ing expenses, combined with the possibility of decreased 

load factors may likewise serve to restrict profit margins. 

Further rate reductions are a possible hurdle, although 

the operation of new models of aircraft should help to 

improve efficiency . Capitalization is relatively moderate, 

and favorable earnings per share may be obtained over 

the long term in view of the generally encouraging pros

pects for the company. 

OPERATING REVENUES AND EXPENSES 
Million 
Dollars 

•~ ~ •n 4 Operating All Other 
Revenues ■ 

Passenger 

3 - Total Operating Expenses 
Note-1937-1941 fiscal years anded 

June 30; 1942-1945 years 
ended Dec. 31. 

2 
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Long Term Debt. .••.•••.••.•••.•••. $558,333 t 
Common Stock ($1 Par).............. 274,200 Shs.* 

Listed on the New York Curb Exchange. Symbol CNA. 

*-ln January, 1946, an additional 91,400 shares were offered to 
stockholders at $20 per share. t-After giving effect to new 
financing in January, 1946. t-lncludes $350,000 3% bank 
loan dated January 12, 1946. 

C OLONIAL AIRLINES originally flew only the 335-

mile course between New York and Montreal, but 

recent route extensions have resulted in substantial 

additions to its system. Operation of the Washington

Ottawa-Montreal route began last April, while flights 

from New York to Ottawa began in February, 1946. The 

CAB's recent Latin American decision awarded this car

rier further large route extensions from New York and 

Washington to Bermuda, while in another recent case, 

additional service was authorized in New_ York State and 

Years Total Total 
Ended load Oper. Oper. Operating Pre-Tax 
Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings 

ollar Figures in Thousands 

1946 74.4%tt 
1945 66.6tt 

1945 81.4 $1,780 $107 $1,582 88.8% $173 
1944 78.9 1,144 97 1,142 99.8 d29 

1943 80.3 812 82 808 99.7 19 
1942 63.3 742 86 735 99.1 112t 
1941 59.5 801 100 800 99.9 66t 
1940 55.2 662 117 667 100.7 d21 
1939 45.9 371 46 365 98.4 dl 
1938 38.4 227 21 247 108.8 d24 
1937 N.A. 193 11 203 105.2 dll 
1936 N.A. 138 25 153 110.8 d17 

8,/4cl,/ Balanct 8/u,I dl,ms - J),c. 31 
1945 1941 1938 

$000's Omitted 

Cash Items ..•..........• $230 $ 90 $ 96 

Current Assets .•......... 528 207* 125* 

Current Liabilities .....•.• 334 179 68 

Net Working Capital. ..•. 194 28 57 

Gross Prop. and Equip .... 960 615 129 

Depreciation Reserve ...•. 453 201 69 

Net Prop. and Equip .•.... 507 414 60 

*-Excludes repair parts and materials and supplies. 

Vermont. Including these new awards, Colonial's system 

totals 2,729 certificated miles. 

The management has made application for other sub

stantial extensions of service to numerous points in the 

eastern, central and southern sections of the United 

States . While the CAB denied Colonial' s applications in 

South America, the Board has decided to reopen hear

ings on requested extensions of service as far as the 

Canal Zone. To meet increasing needs for equipment, 

this operator has augmented its plane fleet considerably, 

Fed. Inc. % Earned Per Common Share 
and E. P. Net on Invested - Price Range -

Taxes Income Capaalt Earned Qivd . High low 

Nil§ 43§ 26§ 

Nil§ 

$65 $109 14.0% $0.40 Nil 45 8 
Nil d29 d4.3 d0.11 Nil 9¾ 6¼ 

3 16 4.5 0.06 Nil 10½ 31/a 
4 108 t 19.0t 0.42 i Nil 41/a 2 

13 53 t 9.6t o.2ot Nil 5 21/a 
Nil d21 d3.9 d0.08 Nil 11¾ 4½ 
Nil dl d0.7 d0.01 Nil 83/a 31/a 
Nil d24 d19.1 d0.12 Nil 
Nil dll dl 0.7 d0.08 Nil 
Nil d17 d14.7 d0.12 Nil 

N.A.-Not available. t-Based on average invested capital at the beginning and end of year. t-lncludes $106,053 profit from sale of airplanes in 1942, and 
$81,782 in 1941. §-Through July 3. tt-Through March 31. d-Deficit. 
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and on June 30, 1946, the company owned 16 DC-3s 

and one Lockheed Lodestar. Final decisions as to the 

type of equipment to be used in flights to Bermuda have 

not yet been made. 

COMMERCIAL REVENUES, retarded by the Govern

ment's requisition of equipment after the outbreak of 

war, reached successive new peaks in 1944 and 1945. 

The company generally had a high ratio of expenses 

relative to its per-mile revenues, and the earnings record 

prior to World War II was unsatisfactory reflecting, in 

part, its short route and the low load factor. The sale of 

equipment, however, combined with a higher load factor 

resulted in profits during the 1941-43 period. Despite 

]Aa//ir: 8/alislir:s 
1945 1941 1939 

Rev. Plane Miles* ••...... 1.7 0.8 0.4 
Rev. Pass. Miles* ...•...• 29 9 3 
Available Seat Miles* ...• 36 16 6 
Rev. Pass. Carriedt .. ,,,. 93 34 9 
Avg. Pass. Trip (Miles) .... 315 275 328 
Mail Ton-Milest .. ,,,,,,, 65 13 7 
Exp.-Freight Ton-Milest .•• 33 8 

*-Millions. t-Thousands. 

M rn/1 Lynch, P er e, Fenner & Beane 3 I 

increased costs during 1945, receipt of additional 

equipment enabled revenues to expand sufficiently so 

that Colonial recorded the largest net income in its 

history. Revenu·es continued upward in the first quarter 

of 1946 but rising wages and expenses involved in 

preparing for expanded post-war activities resulted in a 

deficit for the period. Passenger traffic supplied 91 ¼ 

of 1945 revenues as compared with only 7 ¼ for mail, 

and this is in contrast to 1940 when passenger receipts 

furnished 39 ¼ and mail revenues 55 ¼ of the total. 

Mail rates paid Colonial have been reduced in recent 

years, resulting in a sharp reduction in mail income. 

A portion of the funds required to finance purchase of 

equipment and expansion of routes has been obtained 

through the recent sale of $1 .8 million of common stock 

and the issuance of $600,000 of bank loans. Additional 

funds may be required to finance purchases of planes 

for the Bermuda routes. No dividends have yet been 

declared on the moderate number of common shares 

outstanding. 

THE OUTLOOK has been considerably improved by 

recent route extensions as well as the elimination of 

Canadian restrictions on travel. Additional expenses in

cidental to the inauguration of new service, however, 

may temporarily restrict earnings gains. In adding flights 

to Bermuda, Colonial will be competing against two of 

the world's largest air transportation systems, Pan 

American and British Overseas Airways Corp. Eventual 

delivery of new types of planes· should help to increase 

operating efficiency, and this combined with a sufficient 

expansion of air ·travel may enable Colonial to realize 

sizable earnings in future years. 

Million 
Dollars 

1.5 

1.0 

0.5 

0 

OPERATING REVENUES AND EXPENSES 

Total f Mail 
Operating All Other 
Revenues ■ Passenger 

- Total Operating Expenses 
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Caf,ilalizaliun -fo111 30, 194S 
5% Cum. Pref. Stock ($10 Par)-Callable at 

10½... •• • • ••••... .••. •. . .••. .••• 587 Shs.* 

Common Stock ($1.25 Par) .••.•..•..••• 271,906 Shs. 

Common Stock traded Off Board. 

*-Redeemed in December, 1 945. 

C ONTINENT AL AIR LINES is a regional carrier which 

serves six western states in the area east of the 

Rocky Mountains and west of the Mississippi River. 

The company assumed its present title in 1937, although 

originally incorporated in 1934 as Varney Air Transport, 

Inc., and present certificated route miles total 2,911 . 

Ma;or centers served include Kansas City, Denver, 

Pueblo, El Paso, San Antonio, Oklahoma City, and 

Tulsa. Interline traffic is important to the company and 

connections are maintained with three of the four trans-

Years Total Total 
Ended load Oper. Oper. Operating Pre-Tax 

June 30 Factor Revenue Depree. Expenses Ratio Earnings 

Dollar Figures in Thousands 

1946 

1945 

1945 82.3% $2,388* $158 $2,349* 98.4%* $584 

1944 85.6 1,568* 123 1,484* 94.6* 339 

. 1943 78.7 1,381 * 106 1,026* 74.3* 467 

1942 40.9 1,101 156 1,085 98.5 67 

1941 37.7 716 111 774 108.1 d35 

1940 41.0 536 N.A. 496 92.4 49 

1939 33.4 298 N.A. 268 89.6 25 

1938 29.8 221 N.A. 220 99.5 dl2 

1945 1941 1938 
$000's Omitted 

Cash Items ...•••...•..• $ 958 $ 13 $ 2 

Current Assets ..•.•..••• 1,833 232 45 

Current Liabilities .•••.•.. 1,211 249 19 

Net Working Capital ..... 622 17* 26 

Gross Prop. and Equip ...• · l, 165 792 178 

Depreciation Reserve .••.. 527 97 46 

Net Prop. and Equip .•••.• 638 695 132 

*-Excess of current liabilities over current assets. 

continental air carriers, TWA, United, and American 

Airlines. Requisition of flight equipment by the Govern

ment reduced Continenta/'s plane fleet by 50 ¼ follow

ing Pearl Harbor . The company received important war

time contracts in connection with the modification of 

B-17 and B-29 aircraft as well as the performance of 

transport service. 

The management is pursuing a relatively conservative 

expansion program, and route applications have been 

confined to the Midwest and Southwest regions of the 

Fed . Inc. % Earned er Common Sharet 
and E. P. Net on lrivested --Price Range§--

Taxes Income Capita It Earned Divd . High low 

$0.150 25a 18¾a 

0.15a 

$225 $344 28.6% $1.27 0.15 29½ 10½ 

140 199 19.4 0.77 0.15 11¾ 9¼ 

186 281 34.8 1.11 Nil 9 4 

11 56 10.3 0 .22 Nil 5½ 3¾ 

Nil d35 d3'. 3 d0.14 Nil 3¾ 2½ 

10 39 10.9 0.18 Nil 3¾ 2½ 

4 21 N.A. 0.12 Nil 

Nil d12 N.A. d0.07 Nil 

N.A.-Complete data not available . •-Excludes military operations which resulted in a net operating income of $516,778 in 1945, $275,980 in 1944, and $128,838 in 
1943. t-Based on average invested capital at the beginning and end of year. t-Adiusted to reflect on 8½-for-1 split in Dec. 1940. §-Approximate 
calendar year Off Boord range; accurate prices not available. a-Through July 3. d-Deficit. 

a2 Merri/I Lynch, Pierce, Fenner & Beane 



United States. These applications, if approved, would 

add 1,467 route mi/es to the company's system and pro

vide entrance to such important cities as Chicago, St. 

Louis, Houston, and Dallas. The company has expanded 

its plane fleet considerably, and the 14-passenger 

Lockheed Lodestars in service prior to 1945 have 

been rep/aced by a total of fourteen 2 l -passenger 

DC-3s. As a result, seating capacity has been increased 

substantially. The management is investigating post-war 

type commercial. aircraft, but no decisions as to actual 

procurement have been announced. 

REVENUES have increased each year reflecting grad

ual enlargement of this syst~m and the increased public 

d'a//it 8lt,lislics 
1945 1941 1938 

Rev. Plane Miles* ........ 3.9 l.6 0.7 
Rev. Pass. Miles* .......• 52 6 1 
Available Seat Miles* .... 67 18 4 
Rev. Pass. Carriedt ...... 124 20 4 
Avg. Pass. Trip (Miles) .... 420 295 351 
Mail Ton-Milest ......... 187 42 11 
Exp.-Freight Ton-Milest ... 91 5 

*-Millions. t-Thousands. Note-Calendar year figures. 

Merrill lynch, Pierce, Fenner & Beane :J:I 

demand for air transportation. Passenger traffic has 

been an increasingly important factor, rising from 

30 ¼ in 1941 to 70 ¼ of the 1945 total. While mail 

revenues declined from 69 ¼ to 27 ¼ in the correspond

ing period (partly because of sharply lower rates), mail 

is still important to Continental. Except for 1943, oper

ating costs through the 1945 fiscal year absorbed nearly 

all the income from commercial flight activities. The 

profits recorded in the 1943-1945 period were largely 

obtained from military contracts. However, passenger 

business has continued its sharp expansion in 1946, 

aided by the inauguration of service on the Hobbs-Tulsa 

extension last March, and this has resulted in a marked 

increase in earnings from commercial transport activities . 

Purchase and conversion of DC-3 aircraft have neces

sitated outlays of about $1 .5 million, paid out of working 

capital and the receipts from sale of Lodestars. Addi

tional financing is a possibility, particularly if procure

ment of new types of aircraft is undertaken. Dividends, 

initiated in 1944, have been conservative on the mod

erate number of shares of common outstanding . 

. THE OUTLOOK is generally favorable and the com

pany should participate in the anticipated growth of the 

airline industry. Operations ore benefited by the com

paratively good terrain and weather conditions which 

prevail in the service area. The declining trend of pas

senger fares combined with possible further reduction 

of Continenta/'s mail rote, may limit medium term profit 

margi~s, although use of larger aircraft and control of 

costs should be compensating factors. In view of the 

small capitalization, the company may develop sizable 

earnings per share over the longer term. 

Million 
Dollars 

2.S 
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l.S 

1.0 
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OPERATING REVENUES AND EXPENSES 
( Fiscal Years Ended June 30) 

Total f Mail 
Operating All Other 
Revenues ■ Passenger 
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CaftilaltialitJn -tJl/ay 31, 1946 
Common Stock ($3 Par). . . . . . . . • • . . . . . . 400,000 Shs. 

Common Stock traded Off Board. 

\f\ ELTA AIR LINES /previously titled De/to Air Cor

p poration) until fairly recently hos been identified 

chiefly with the southern section of the United 

States, although for some years its service ranged north 

as for as Cincinnati. At the end of 1945, o broad ex

pansion of services was instituted, toking in the Chicago

Miami route previously authorized by the Civil Aero

nautics Board, and this extension increased the system 

to 3,137 certificated route miles. Applications totaling 

3,7 5 I route miles hove been made for further service 

additions to numerous cities including Albuquerque, 

8e/4de/ Balance 8/uel Jlems - /une 30 
1946t 1941 1938 

$000's Omitted 

Cash Items ....••••....• $1,527 $ 113 $ 6 

Current Assets •.......... 2,132 358 81 

Current Lio bilities .•..•... 1,261 307 144 

Net Working Capitol. •... 871 51 63* 

Gross Prop. and Equip ..•. 4,598 1,072 305 

Depreciation Reserve •.... 1,399 318 174 

Net Prop. and Equip .•..•• 3,199 754 131 

*-Excess of current liabilities over current assets. t-As of May 31 

Kansas City, Detroit, Cleveland, New York, and Norfolk, 

via intermediate points including the notional capitol. 

The company hod also sought permission to fly to Cuba 

and Puerto Rico, but this territory was assigned to other 

interests in the CAB's Latin American decision in Moy, 

1946, 

The Company's plane fleet hos gradually increased 

and on June 30, 1946 included 16 DC-3s, 7 DC-4s, and 

2 DC-3 type aircraft used for training and special pur

poses. · This increase hos · materially enlarged the seat 

mile capacity. The accompanying expansion of costs, in-

S!alislieal /i'ec'1tj 
Years Total Total % Earned Per Common Shore! 
Ended load Oper. Oper. Operating Pre-Tax Fed. Inc. Net on Invested -Price Range*-

June 30 factor Revenue1T Depree. Expenses Ratio Earnings Taxes Income Copitolt Earned Divd. High low 
Dollar figures in Thousands 

1946b 82.0% $6,882 $474 $6,373 92.6% $ 514 $219 $295 $0.74 $0.50h 631 431 
1945b 87.4 4,578 248 3,253 71. l 1,3 1 1 972 339 0.85 0.50ch 

1945 87,6 5,156 279 3,639 70.6 1,421 870e 551 19.2% 1.38 0.50c 70 22 
1944 90.4 3,233 155 2,396 74.l 711 283 429 28.5 1.44 0.331/3 22 14¾ 
1943 84.9 2,424 156 1,779 73.3 667 263 404 33.4 1.36 0.331/3 16¾ 7 
1942 58.4 2,041 180 1,774 86.9 465 106 359a 36.6a 1.21 a 0 .331/3 61/s 5 
1941 43.0 1,127 148 1,282 113.8 d86 Nil d86 d 11.7 d0.29 Nil 6 55/s 
1940 52.8 894 79 826 92.4 72 12 60 21.3 0.29 0. 16½§ 51/a 2½ 
1939 45.4 682 81 631 92.5 64 13 52 N.A. 0.25 0 .16½§ l 1/a 
1938 N.A. 615 86 570 92.7 32 4 28 N.A. 0.14 0.331/3§ 
1937 N.A. 493 N.A. 488 99.0 12 l 11 N.A. 0.06 Nil § 
1936 N.A. 431 N.A. 446 l 03.5 2 0.6 N.A. d0.002 N.A. 
N.A:-Complete data not available. •-Calender year. Approximate Off Boord range; accurate price dote not available. t-Bosed on average invested 
capital at the beginning and end of year. !-Adjusted for a 50% stock dividend paid in 1945 ond a 4-for-1 split in 1941. §-Calendar year. lfl-Excludes 
operating revenue from dusting division. a-Includes $83,076 profit on _sole of eq~ip.ment and $124,307 additional moil pay applicable to prior years equal to $0.69 
per shore. b-Eleven months ended May 31. c-Plus 50% m stock paid m Jon. 1945. d-Deficit, e-lncludes $500,000 capitol stock tax. 
!-Through July 3. h-Through June 30. 

:1-1 Merr,/1 Lynch, Pierce, Fe~ner & Beane 
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eluding both higher wages and other expense elements, 

took place around the time when passenger fares in this 

industry were being reduced. These factors and a cu,r

tailment of average loads led to restricted operating re

sults unti'I last spring when the continued rise in gross 

permitted a renewed upward trend in earnings. Through 

the 1945 fiscal year, operating income gained substdn.

tially, reflecting the sharp rise in volume and record high 

load factors of the war . Unusually favorable operating 

ratios were shown in the 1943-45 fiscal years, although 

taxes (including a $500,000 capital stock tax) accounted 

for about 63 ¼ of pre-tax earnings in the 1945 year . 

J,aj/t~· 5111,/i,.lie~ 

1945 1941 1938 

Rev. Plane Miles* ..••.•.• 6.0 3.0 1.6 
Rev. Pass. Miles* ........ 105 22 6 
Available 'Seat Miles* ...• 125 49 14 
Rev. Pass. Carried t ..••.. 275 79 21 
Avg. Pass. Trip (Miles) .... 381 274 282 
Mail Ton-Milest '. .......• 1,433 136 62 

Exp.-Freight Ton-Milest ..• 249 25 9 

*-Millions. t-Thousands. Note-Calendar year figures . 

Merrill Lynch, Pierce, Fenner & Beane !J:i 

.. 

RAPIDLY INCREASING PASSENGER TRAFFIC has 

been the chief growth factor with over 80 ¼ of total 

revenue from this activity in 1 945 and a still higher per

centage in 1946. Mail income was the chief revenue 

source until the late pre-war period, but for some time 

has averaged under 15 ¼ of the total. Commercial cargo 

business has ~o far been restricted but is showing an 

upward trend. 

Finances are satisfactory and recently have reflected 

the sale of 102,424 additional common shares during 

the 1945 fiscal year, when some $2 . 1 million was rea

lized from this sale . Among the present expansion plans 

which may require further financing is the company's 

order for 20 Martin 2-0-2s costing some $4 million . 

However, plans for the amount or type of such additional 

financing have not as yet been anQounced. Moderate 

dividends have been paid for a number of years; while 

further distributions are indicated, they will probably be 

subordinated to the company's gross requirements for 

some time to come . 

TH.E GENERAL PROSPECTS are considered promising 

although declining load factors over the intermediate 

term, along with increasing competition and expansion 

costs, may produce smaller profit margins than in the 

late war period. During a number of years, Delta has 

had one of th.e more favorable cost positions among 

scheduled air carriers, suggesting reasonably good re

.suits over the longer term. If the company is successful 

in adding other new routes, the record of long range 

growth might be substantially augmented. One of the 

favorable current factors is the lower level of taxes 

compared with 1945, while expense control may be 

facilitated by use of post-war airplane models . 

OPERATING REVENUES AND EXPENSES 
( Fiscal Years Ended June 30) 

Million 
Dollars 

, ... ,. { .. , 
Operating All Other 

4 Revenues ■ 
Passenger 

3 
- Total Operating Expenses 
* Excludes dusting operations. 
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Ca/;ilalkalitJn - J)1c1mJ11 31, 1945 
Common Stock ($1 Par) •••...•••....•• 2,395,724 Shs.t 

Listed on the New York (EAL) and Chicago Stock Exchanges. 

t-Adju,ted to give effect to the 4-for-1 ,plit in May, 1946, and to the . 
exerci•e of all option• out.landing at year-end. 

8 ASTERN AIR LINES has developed a well-inte

grated system of about 8,000 route miles in the 

eastern and central sections of the country since 

the present company was organized in 1938 and ac

quired the air transport division of North American 

Aviation. Service was inaugurated on the important 

Detroit-Miami route in November, 1945. In May, 1946, 

the company was authorized to fly two new routes, cov

ering 2,000 additional miles: Miami-San Juan, Puerto 

Rico <f1own as part of this carrier's wartime activities); 

Years Total Total 
Ended load Oper. Oper. Operating Pre-Tax 

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings 

Dollar Figures in Thousa nd s 

1946* •88.4% $ 8,146 $ 292 $ 6,856 84.2% $1,462 
1945* 86.2 5,873 143 3,894 66.3 1,996 

1945 87.0 26,711 738 18,856 70.6 8,291 
1944 86.2 18,545 805 13,083 70.5 5,699 
1943 87.3 15,781 943 10,697 67.8 5,277 
1942 70.0 15,356 1',034 10,672 69.5 5,663g 
1941 54.1 13,667 1,502 11,466 83.9 2,511 
1940 55.0 10,701 910 8,949 83.6 2,110 
1939 52.9 7,600 731 6,473 85.2 1,114 
1938 52.2 5,658 692 5,208 92.0 450 
1937c N.A. 4,748 665 4,530 95.4 269 
1936c N.A. 3,935 566 3,759 95.5 183 

$ 

81kcl1/ Balanc1 8A11I Jl1m& ~ J),c. 31 
1945 1941 1938 

$000's Omitted 

Cash Items ..•.•....• , .. $22,902 $7,790 $1,283 

Current Assets . ......... 26,313 9,159 1,777 

Current Liabilities .....•. 11,503 2,650 655 

Net Working Capital ... . 14,810 6,509 1,122 

Gross Prop. and Equip .. . 8,350 7,161 3,349 

Depreciation Reserve . ... 5,432 3,170 1,822 

Net Prop. and Equip .. ..• 2,918 3,991 1,527 

and New Orleans-Mexico City. The Civil Aeronautics 

Board previously denied Eastern's proposed route from 

Miami to the Canal Zone, for which it had been recom

mended by CAB Examiners, but this section of the Latin 

American case has been reopened for .further consider

ation by the Board. Additional equipment and lifting of 

wartime restrictions have permitted "The Great Silver 

Fleet" to resume service to several points that had been 

suspended during the past four years. 

Eastern has applications on file which include an "all 

Fed. Inc. % Earned Per Common Share t1 
and E. P. Net on Invested - Price Range -

Taxes Income Capita It Earned Divd. High low 

677 $ 785 $0.33 $0.25h 331/ah 24½h 
1,550 446 0.19 0.12½h 

6,165 2,126 11.7% 0.89 0.25 33½ 9¾ 
4,200 1,499 9.0 0.64 Nil 10¼ 8¼ 
3,750 1,527b l 0.7b 0.65b Nil 111/s 7¾ 
2,l 28f 3,535fg 30.4fg l .54fg Nil 8½ 4¼ 

901 1,610 16.4 0.70 Nil 8½ 6 
535 1,575 24.7 0.70 Nil 111/s 61/a 
230 884 25.7 0.52 Nil 8 31/s 

96 354 N.A. 0.21 Nil 41/a 21/a 
72 197 N.A. 0.12 Nil 

183 N.A. 0.11 Nil 

•-Three months ended Morch 31. t-Based on average invested capital at beginning and end of year. tt-Ad justed for 4-for-1 split in Moy, 1946. N.A.-Com• 
plete date not ovoiloble. b-Before reserves equal to $0.04 a shore, c-Eastern Air Lin es Division of North American Aviation, Inc. f-Adjusted for excessive 
provision for taxes. g-lncludes non.recurring income of $764,951 from sa le of equipment. h-Through July 3. 

36 Merrill Lynch, Pierce, Fenner & Beane 
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southern" transcontinental route between the West 

Coast ~nd San Juan, Puerto Rico. Also, the company has 

applied for a new service to points in Canada. 

OPERATING REVENUE reached a new peak in 1945, 

gaining 44 ¼ over 1944. Passenger revenue supplied 

85 ¼ of the total. In spite of an increase in tonnage 

carried, mail revenue decreased, reflecting the 25 ¼ cut 

in the mail rate during 1945. Economical operations 

plus the greater volume of business resulted in substan

tial increase in net income in spite of excess profits taxes 

and lower passenger and mail rates. Earnings, severely 

reduced by heavy taxes in the 1943-1945 period, would 

1945 1941 1938 

Rev. Plane Miles* .•...••. 27.3 19.8 8.3 

Rev. Pass. Miles* ....••.. 467 211 71 

Available Seat Miles* .••. 537 391 137 

Rev. Pass. Carriedt .....• 897 529 173 

Avg. Pass. Trip (Miles) .•.• 521 400 412 

Mail Ton-Milest ......... 5,693 1,704 822 

Exp.-Freight Ton-Milest ... 2,632 630 257 

*-Millions. t-Thousands. 

Merr I l v , h F Fe •~ & 6ec 

have equalled $2.05 a share (on the present capitaliza

tion) last year if EPT had not been incurred. Even with 

a reduction in pre-tax earnings due to lower rates and 

higher expenses, the removal of EPT permitted net in

come in the first quarter of 1946 to gain 7 6 ¼ over a 

year earlier. 

A strong financiai position has been built up due to 

retention of al/ earnings until 1945 when the first divi

dend was paid. In May, 1946, the stock was split 4-for-1 

and the dividend rate was doubled, based on the 

new stock. Planes on order include 14 Constellations 

and 25 Martin 2-0-2 planes with an option to purchase 

25 more of the latter. Financing plans to take care of 

expansion needs have not yet been announced. The 

present fleet of DC-3s is being augmented by a total 

of 20 DC-4s. 

WITH NEW ROUTE ADDITIONS, resumption of war

restricted services, and new equipment (providing for 

greater capacity, more frequent schedules, and faster 

service), this well-established airline should continue to 

participate prominently in the growth trend of the indus

try. With freight volume increasing, commercial cargo 

revenues may become a significant factor later on. An 

important feature of the record is the generous operat

ing margin attained through effective cost control. How

ever, competition has been increasing and with the indi

cated decline in the load factor, this may affect future 

margins to some degree. Nevertheless, the further large 

expansion of volume and lessened tax burden com

pared with recent years should allow Eastern to register 

substantial earnings. 

Million 
Dollars 
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Cafiilaltialion - 'J>ecemle1 31, 194S 

2 ½% Chattel Mortgage Notes..... . . • . $306,272 

Common Stock ($1 Par). • . . • • • . . . . • . . . 389,399 Shs. 

Common Stock traded Off Board. 

J / ID-CONTINENT /MCA), now in its tenth year of 

[;1 f V operations, is a regional carrier operating a 

north-south route which connects North Dakota 

and Minnesota with Louisiana. The company is one of the 

nation's smaller scheduled airlines, but has acted as an 

important connecting medium with the major transconti

nental systems. Certificated route miles of MCA now 

total 2,513. Revenues have benefited substantially from 

the inauguration of Kansas City-New Orleans service in 

August, 1945, and this route has accounted for 20 ¼ of 

Years Totol Totol 
Ended load Oper. Oper, Operating Pre.Tax 

Dec. 31 Factor Revenue Depree, Expenses Ratio Earnings 

ollor Figures in Thousands 

1946* 77.3% $1,848 $158 $1,690 91.5% $141 

1945* 65.6 1,006 116 1,004 99.8 25 

1945 75.8 3,214 312e 2,907 90.5 302 

1944 77.6 1,982 150e 1,697 85.6 267a 
1943 62.4 1,161 107 964 83.1 235a 
1942 45.9 983 130 933tt 94.9tt 69Tta 
1941 37.2 1,215 159f 1,394 114.7 d191 
1940 36.2 876 104f 923 105.3 d60 
1939 38.5 631 64f 603 95.6 23 
1938 38.3 494 68f 539 109.1 d45 

8eltcle/ Balance 8Aeel diem& - 'J)ec. 31 
1945 1941 1938 

$000's Omiited 

Cash Items •••.• • ••••.••. $ 753 $107 $110 

Current Assets . ......... , 1,340 340 181 

Current Liabilities •••..... 693 141 35 

Net Working Capital •••.• 647 199 146 

Gross Prop. and Equip .... 1,703 958 270 

Depreciation Reserve •.... 737 403 143 

Net Prop. and Equip .••••. 966 555 127 

total passenger revenue miles during its limited period 

of operation. Additional equipment will enable the com

pany to take advantage of the non-stop privileges 

awarded at the time the Kansas City-New Orleans exten

sion was approved. 

Application of American Airlines for authorization to 

acquire control of Mid-Continent /5 shares of American 

common would be exchanged for 4 shares of M<;:A) 

was heard by CAB examiners in January, 1946. While a 

final decision has not been announce_d by that agency, 

Fed. Inc. % Earned Per Common Shore 
and E. P. Net on Invested -Price Ronget-

Taxes Income Capita It Earned Divd. High low 

$ 57 $ 84 $0.22 Nil§ 21 ¼ § 16¼ § 
10 15 0.04 Nil§ 

131 171 12.5% 0.44 Nil 21 8¼ 
128 139a 11.3a 0.36a Nil 8 51/s 
64 171a 14.5a 0.44a Nil 63/s 2¾ 
Nil 69tta 7.7tta o.10tta Nil 3¼ l._1/s 
Nil d191 N.A. d0.49 . Nil 5½ 1½ 
Nil d60 N.A. d0.15 Nil 6½ 43/s 

7 16 N.A; 0.08 Nil 4 3 

!'!ii d45 N.A. d0.23 Nil 

N.A.-Complete data not available. . -Five months ended May 31. t-Based on average invested capitol at the beginning and end of year. tt-After 
deducting $484,361 reimbursable expenses on Government contracts. !-Approximate Off Boord range; accurate price dote not available. §-Through 
July 3. a-Includes fixed fee on Government contracts of $31,865 in 1942, $42,421 in 1943 and $12,345 in 1944, d-Deficit. e-lncludes provi"sion for obso• 
lescence of aircraft during period of reconversion. f-lncludes gain or loss on retirement of assets. 

:JB Merrill Lynch, Pierce, Fenner & Bea~e 



the examiners recommended that approval be denied. 

Mid-Continent seems to be following a relatively con

servative expansion program, but applications have been 

submitted for domestic route extensions which would 

provide entry to se.veral important cities. CAB examiners 

have a'/ready recommended that MCA receive a tem

porary franchise to perform restricted service between 

Chicago and Minneapolis as well as Chicago and Des 

Moines. The company has expanded its plane fleet, and 

as of June 30, 1946, th0ree Lockheed Lodestars and ten 

Douglas DC-3s were in service. No additional planes 

are on order. 

(/ta//it, 8/alislics 
1945 1941 1938 

Rev. Plane Miles* ...•.... 3.4 2.2 1.1 

Rev. Pass. Miles* ...•.••• 44 9 3 

Available Seat Miles* ... , 59 25 10 

Rev. Pass. Carried t ... , •• 153 36 14 

Avg. Pass. Trip (Miles) .. , , 290 256 239 

Mail Ton-Milest ..•• :,,,. 287 77 32 

Exp.-Freight Ton-Milest .•• 66 10 6 

*-Millions. t-Thousands, 

Merrill Lynch, Pierce, Fenner & Beane 39 

EARNINGS prior to the war were generally unsatis

factory. Sale of planes to the military restricted revenues 

during 1942 and 1943 but increased utilization of 

equipment and fees on military contracts enabled MCA 

to show fair profits beginning in 1942. A rising capacity 

plus the extension of service to additional _ localities 

pushed revenues to successive peaks in 1944 and 1945, 

and despite increased operating costs, earnings for 

1945 reached an all-time high. First quarter 1946 opera

tions were comparatively satisfactory with revenues con

tinuing to increase and MCA one of the few airlines to 

operate in the black. 

Working capital has improved during recent years as 

a result of the reinvestment of earnings. A portion of 

funds required for the expansion program has been 

obtained through the issuance of chattel mortgages, the 

final installments of which mature in 1949. No dividends 

have been paid on the small common issue. 

INCREASING DEMAND for air travel plus the exten

sion of services should enable MCA to continue the 

upward trend of revenues over the longer term. Pas

senger traffic accounted for 69 ¼ of 1945 revenues

a new high ratio-but mail accounted for 29 ¼ and is 

still a very important factor earningswise. As mail rates 

of MCA are relatively high, the possibility of future 

reductions is quite real, and such a reduction could re

tard earnings development for a time. The company's 

comparatively low load factor combined with possible 

future rate reductions may continue to limit profit mar

gins. MCA's operations, however, benefit from the /eve/ 

terrain which the system traverses, and the outlook is 

promising in con;unction with the generally attractive 

prospects for the entire airline industry. 

Million 
Dollars 
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Caf;ila!tialion -vf/,it! 30, 1946 

. Funded Debt. •••.....•............ $1,875,000 

Common Stock ($1 Par) ............. . 600,000 Shs. * 

Listed on the New York Stock Exchange. Symbol NAL. 

*-An additional 150,000 common shares were proposed for sale in the 
summer of 1946. 

j / ATIONAL is one of the nation's medium-sized 

V JI airlines, operating a total of 3,179 route miles 

along the East Coast as well as in the Gulf area, 

and the company has progressed rapidly since its incep

tion in 1934. The recent Latin American decision of the 

CAB awarded the company extensions from the co-ter

minals Tampa and Miami to Havana. Permission has also 

been granted for "The Buccaneer Route" to add direct 

flights from New Orleans across the Gulf of Mexico to 

Florida, as well as a one-stop flight between New York 

8eltclel Balance 8Jeel Jlems -/une 30 
1946* 1941 1940 

$000's Omitted 

Cash Items •••••.......•• $1,255 $132 $ 77 

Current Assets .•..•...•.. 2,086 288 158 

Current Liabilities ........ 1,253 87 38 

Net Working Capital. ...• 833 201 120 

Gross Prop. and Equip .... 4,293 471 145 

Depreciation Reserve • ...• 847 117 63 

Net Prop. and Equip .•.... 3,446 354 82 

*-As of April 30. 

and New Orleans. Increased availability of equipment 

has enabled National to begin service to intermediate 

points on the New York-Florida route . From the time of 

Pearl Harbor until August, 1944, a great portion of the 

operator's facilities were devoted to military contracts 

with the War Department. 

The company has applied for new routes to Texas 

and New England, and the management recently an

nounced its intention of filing an application which 

would extend service to Los Angeles. The CAB, however, 

8/alislical /?tcMI 
Years Total Total Fed. Inc. % Earned Per Common Share§ 
Ended load Oper. Oper. Operating PrewTax and E. P. Net on Invested -Price Range**--

June 30 Factor Revenue Depree. Expenses Ratio Earnings Taxes* Income Capita It Earned Divd. High Low 

Dollar Figures in Thousands 

1946'if 89.0% $4,009 $347 $4,180 104.3% $d32 Nil $d32 $d0.05 t 34 3/s a 24a 
l 945'if 89.6 2,485 183 2,384 95.9 133 $50 84 0.14 

1945 89.6 3,233 233 2,979 92.1 284 115 170 7.1% 0.28 Nil 34¾ 13½ 

1944 86.7 1,780 129 1,771 99.5 15 13 2 0.1 0.003 t 161/s 7½c 

1943 84.0 1,309 65 1,037 79.2 285 120 165 22.4 0.38 Nil l0½c 4 3/sc 
1942 55.8 934 74 795 85.1 214g 74 140g 21.3g 0.34g Nil 4½c 2c 
1941 43.0 639 54 635 99.4 d2 3 d4 0.2 d0.07 Nil 51/sc 31/sc 

1940 41.6 408 34 364 89.2 37 10 27 7 .2 0.09 Nil 6 3/sc 2¼c 

1939 24.2 227 18 218 96.0 3 2 4 N.A. 0.02 Nil 2½c 11/sc 
1938b 22.5 130 13 131 100.8 dl Nil d0.2 N.A. d0.008 · Nil 

*-Includes State income taxes. t-Based on average invested capitol at the beginning and end of year. t-Stock dividend of 331/3% in Apr. 1944 and 20% in 
Jan. 1946. §-Adjusted for 331/J% stock dividend paid in 1944 and 20% paid in 1946. , r-Ten months ended April 30. **-Calendar year. a-ThrouQh July 3. , 
b-Period July 12, 1937 through June 30, 193 8. c-Approximate Off Boord price range; accurate and comp lete price doto not avai lab le. d-Deficit. 
g-lncludes goin on sales of equipment of $92,218. N.A.-Complete data not available. 

•10 Merr,1, Lyne~, P erce, <enner I\ B one 
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hos disapproved of Notiono/'s domestic applications 

covering service to Kansas City and Detroit . Permission 

for Notional to purchase control of Caribbean-Atlantic 

Airlines hos also been disapproved by the CAB . Hearings 

ore to be reopened on some of Notional' s route applica

tions in the Caribbean area previously denied in the 

Latin Ameri~on decision. The twin-engine fleet of 12 

Lockheed aircraft is being substantially augmented 

through the purchase of 6 DC-4s and 6 DC-6s. Opera

tion of 5 DC-4s hos already begun, but the DC-6s ore 

not scheduled for delivery until 1947. 

REVENUES for several years hove been setting new 

records as a result of fast growing passenger traffic 

d'a//it 8/alislits 
19-45 1941 1938 

Rev. Plane Miles* ........ 5.8 1.6 0.4 

Rev. Pass. Miles* .•.....• 70.2 8.9 0.7 

Available Seat Miles* ...• 79 20 3 

Rev. Pass. Carried t ...... 141 35 5 

Avg. Pass. Trip (Miles) .... 499 258 150 

Mail Ton-Milest ....•...• 687 51 11 

Exp.-Freight Ton-Milest ..• 127 9 1 

*-Millions. t-Thousands. Note-Calendar year figures. 

Merr,11 Lynch, Pi rce, Fenner & Beane 41 

despite reductions in moil and passenger rotes . Besides 

generally rising air travel such increases reflect the start 
of the important New York-Jacksonville service in Oc
tober, 1944, additions to the plane fleet, and the reestab 

lishment of service suspended during the war . Operating 
difficulties in late 1945 were a contributing factor to 
the unprofitable operations of the first nine months of 
the current fiscal year . Inauguration of four-engine serv

ice plus the heavy traffic enabled Notional to show suffi

cient profits during the June quarter to put operations in 

the block for the 1946 fiscal year (aided by substantial 

receipts of other income). Passenger revenues accounted 

for upwards of 85 ¼ of the total, and the load factor 

remained at the high level which prevailed in 1945 . 

WORKING CAPITAL hos been increased through the 

sole of common and the issuance of $2 .5 million of bank 

notes due in equal quarterly installments for a period of 

5 years . An additional 150,000 shores of common stock 

were proposed for sole in the summer of 1946 to help 

finance new equipment, and in January, 1946, a 20 ¼ 
stock dividend increased the common outstanding by 
'100,000 shores . As a result, capitalization is rather sub

stantial in relation to finances and post earnings. No 

dividends have yet been paid, and requirements for 

funds may delay their early initiation . 

Although the company's revenues hove demonstrated 

steady growth, earnings until recently have been limited . 

lnciugurotion into seryice of larger, improved planes, 

however, should aid Notional eorningswise . Further rote 

reductions, as well as aggressive competition from East

ern Air Lines and other carriers, may cause profit margins 

to remain moderate . A continuation of the upward trend 
for revenues would help to produce gradually increased 

earnings . New routes to Havana offer further possibilities 

for enlarged volume, and the growth outlook for the 

company $eems rather favorable. 

Million 
Dollars 
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1938 
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Note- 1938 covers period July 12, 1937 
through June 30, 1938. 
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Caflilakialion - J),ctmbtJ 31, 194S 

Notes Payable due 1947 ............... $120,000 

Common Stock ($1 Par) .•..•...•.•••... 500,000 Shs. 

Listed on the New York Curb Exchange. Symbol NEA. 

ORTHEAST AIRLINES is one of the smaller sched

uled operators, providing air transportation serv

ice primarily to the New England region and 

nearby points. Route miles, exclusive of extensions in 

1946, totaled 1,149; and operations, which center 

around Boston, include such major cities as New York 

and Montreal. In 1946, the CAB authorized extensions 

to additional New England cities thereby giving the 

company access to virtually every important city in that 

area . Completion of airports in various New England 

cities has enabled Northeast to extend service to local-

Years Total · Total 
Ended load Oper. Oper. Operating Pre-Tax 
Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings 

Dollar Figures in Thousands 

1946 

1945 
1945 74.5% $2,711 a $203 · $2,926 107.9% $d166 

1944 59.1 2,426a 70 2,413 99.5 d77f 

1943 59.5 3,480a 137 3,545 101.8 d97b 

1942 35.9 2,122a 88_ 1,987 93.6 108c 

1942§ 34.4 1,326a 82 1,370 103.3 d51 c 

1941§ 44.3 658 53 704 106.9 d51 

1940§ 42.5 456 40 4-43 97.1 11 

1939§ 36.7 369 N.A. N.A. N.A. N.A. 

1938§ 31.9 309 N.A. N.A. N.A. N.A. 

8,/4cl,I /3alanct 8J11I dltm!- J),c. 31 
1945 1943 1942 

$000's Omitted 

Cash Items •.......•.•..• $ 186 $1,621 $ 272 

Current Assets •..•.•....• 1,357 2,607 1,581 

Current Liabilities ...••..• 814 1,157 1,252 

Net Working Capital ••..• 543 1,450 329 

Gross Prop. and Equip .... 1,507 630 485 

Depreciation Reserve • •..• 361 220 91 

Net Prop. and Equip .••••• 1,146 410 394 

ities along its routes, and in the summer of 1946, addi

tional vacation service was inaugurated to Cape Cod. 

In each of the years 1942-1944, over half of this car

rier's revenues came from military contracts, but these 

contracts were terminated in 1945. 

Applications have been filed for the extension of serv

ice to numerous important domestic cities, including Chi

cago, Washington, and New Orleans, as well as from 

Boston to Bermuda . Hearings were held in April, 1946, 

with respect to the application to merge Northeast with 

Pennsylvania-Central Airlines although . no decision has 

Fed. Inc. % Earned Per Common Share 
and E. P. Net on Invested - Price Rarige -

Taxes Income • Capita It Earned Oivd . High low 

Nil+ 211/a:j: 16¾:j: 

Nil+ 
Nil $d166 d9.0% $d0.33 Nil 25¼ 11½ 
Nil d77f d4.0f d0.15f Nil 14 3/s 7 
Nil d97b · d7.0b d0.19b Nil 8½ 4¾ 
$31 77c 8.8c 0.26c Nil 4¼ 2¾ 
Nil d51c d6.0c d0.17c Nil 4¼** 2¾** 

le d50 N.A. d0.17 Nil 3¾** 2½** 
10 N.A. 0.69 Nil 

N.A. d4 N.A. d0.03 Nil 

N.A. d18 N.A,. d0.10 Nil 

N.A.-Complete data not available. t-:-Based on overage invested capital at the beginning and end of year. §-Years ended June 30. t-Through July 3. 
**-Calendar years. a-Includes operations under Army Air Forces contracls. b-lncludes claim for refund $30,857 ($0.06 per share} of 1942 Federal Income taxes 
ba sed on carry.bock of 1943 loss. c-Excludes $105,899 proflt on sale of equipment in the calendar year 1942 and $114,902 in the Ascol year 1942 . d-Deficit. 
e-Credit. f-"After additional reserve ($60,000) for ad,iustment of prior years' revenue. · 

12 Merrir, Lyne~, r en & Se ne 
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yet been announced by the CAB. Under the terms of the 

merger, which have been ratified by stockholders of 

both concerns, two shares of Northeast would be ex
changed for one share of the larger company's stock. 
The company's plane fleet has been augmented by 3 
DC-4s and 3 DC-3s in addition to the 6 DC-3s and one 

Stinson Reliant on hand in December, 1945. No planes 
are currently on order. In view of the company's short

haul traffJc and limited mail and cargo loads, these 

planes have been designed to carry the maximum 
number of passengers consistent with- comfort and 

. safety requirements. 
REVENUES from commercial operations (excluding 

Army contract workJ increased sharply to an all-time 

~a//ic 8/alislitt 
1945 1941 1938 

Rev. Plane Miles* ••••••.• 2.3 1.3 0.7 

Rev. Pass. Miles*. · ••••••• 39 7 2 

Available Seat Miles* ...• 53 18 7 

Rev. Pass. Carriedt • ••..• 176 43 15 

Avg. Pass. Trip (Miles) •••• 222 161 152 

Mail Ton-Milest .••• • • • • • 79 13 7 

Exp.-Freight Ton-Milest ••• 38 5 2 

*-Millions. t-Thousonds. 

Merrill Lynch, Pierce, Fenner & Beane 13 

high of $2.4 million in 1945 from $1 . 1 million in 1944, 
reflecting the initiation of service over the heavily trav
eled New York-Boston route plus the company's ex
panded plane fleet. Passenger traffJc accounted fcx 80 ¼ 
of commercial revenues in 1945 while mail, marginally 
important to the company, furnished an additional 18 % . 
The transition from military business, larger costs, and 
lower passenger rates all contributed to the increased 
deficit shown last year . The sharply higher load . factor 
that developed during 1945 has been continued into 
1946 and revenues have shown substantial increases 
compared with 1945 . During most of its history, the com
pany has had relatively small loads which with a high 
/eve/ of costs have prevented operations from being 
profitable. The management has indicated that utiliza
tion of new techniques and equipment will help to re
duce irregularities of service as well as to lower costs 
in the future. 

WORKING CAPITAL declined during 1945 chiefly be

cause of expenditures for property and equipment. In 
1945, $300,000 of notes payable were issved to banks 
of which $180,000 matures this year and the balance in 
1947. Reflecting the net losses shown in most years, 
dividends have yet to be declared. 

• THE OUTLOOK for Northeast will be largely influenced 

by (Uthe decision regarding its proposed merger or (2) 
in the event the merger is disapproved, the award of 

route extensions currently on file . The company, being a 
short-haul carrier, is subject to severe competition not 

only from other airlines but also from surface carriers. 
Another obstacle is the proposed reduction in the com

pany's mail rate, now awaiting CAB action . The scope 
of operations has already been broadened through the 

establishment of the New York-Boston service plus re
cently authorized addition-s, however, and a continua
tion of the recent expansion of commercial revenues 

may enable.Northeast to show gradually improving earn
ings in the future. 

Million 
Dollars 

3 

2 

0 

OPERATING REVENUES AND EXPENSES 
( Years Ended Dec. 31) 

Total { Mail 
Operating All Other 
Revenues • 

Passenger 

- Total Operating 
Expenses 

NOTE - Total revenues 1942-1945 
include operations under Army Air 
Force contracts. 
1938-1941 fiscal years ended June 30. 

1942-45 calehdar years. 



Ca/;ilaltialion -tlf/aicl, 31, 1946 

Common Stock (No Par) . . . . . . . . . . . . . . . 541,770 Shs. * 

Listed on the New York (NWA) and Chicago Stock Exchanges. 

*-In addition, opproximotely 20,000 shares are reserved for options. 

A/ ORTHWEST AIRLINES has been providing air 

V JI transportation for 20 years over the western 

section of the country from Chicago to Seattle. Its 

territory was enlarged importantly in mid-1945 by an 

extension to New York from Milwaukee, which estab

lished the system as the fourth transcontinental operator. 

The domestic network comprises some 4,320 route miles. 

The company was recommended by CAB Examiners for 

a trans-Pacific route to Manila, via a northern course 

with numerous intermediate stops, which would add more 

than 8,000 miles to its present system, but final decision 

has yet to be announced by the Board. Its request to fly 

from Portland Seattle to Hawaii was recently denied by 

the CAB. Applications have been submitted for supple-

1946* 1941 1939 

$000's Omitted 

Cash Items .............. $3,647 $ 177 $ 115 

Current Assets ........... 6,123 1,260 750 

Current Liabilities ........ 3,046 1,052 452 

Net Working Capital ..... 3,077 208 298 

Gross Prop. and Equip .... 7,737 3,151 2,119 

·Depreciation Reserve ..... 3,122 1,531 941 

Net Prop. and Equip ...... 4,615 1,620 1,178 

* -As of March 31. 

mental domestic services, including a flight from Detroit 

to Washington via Cleveland. The ma;or share of its 

war activities has been completed; however, NWA is 

continuing to collaborate with the Army and Navy on 

some experimental and research pro;ects. 

THE EXPANSION PROGRAM includes substantial new 

construction and enlargement of present facilities at 

principal cities on the company"s routes and involves 

approximately $27.5 million for new equipment. Planes 

on order include 10 Boeing Stratocruisers, 10 Martin 

2-0-2s and 40 Martin 3-0-3s. Considerable financing will 

be necessary to take care of this expansion but the com-· 

pony had not announced any definite plans up to mid

summer of 1 946. 

S!alislical /f cco1tl 
Years Total Total Fed. Inc. % Earned Per Common Shorett 
Ended load Oper. Oper. Operating Pre.Tax and E. P. Net on Invested - Price Range --

June 30 Factor Revenue Depree. Expenses Ratio Eomi.ngs laxest+ Income Capita It · Earned Divd. High low 
Dollar Figures in Thousands 

1946* 88 .0% $10,341 $696 $9,062 87.6% $1,188 $501 $687 $1.27f $0.50g 56½h 41 ½h 
1945* 84.5 7,224 377 6,651 92.1 1,007 434 484e 0.90e 0.50g 

1945 86.0 10,798** 556 9,870 91.4 1,029 351 678c li.7%c 1.26c 0.50 631/2 26¾ 
1944 85.2 6,857** 302 5,690 82.9 1,115 t 497 6184 1 5.7 t l .74 t 0.50 3.1 3/s 17½ 
1943 75.6 4,765** 268 4,177 87.6 579 279 300 12.2 1.28 0.50 23½ 1 5 \Is 
1942 59.0 4,923** 462 4,523 91.9 778§ 293 485§ 22.4§ 2.06§ Nil 17 \Is 8 
1941 45.2 4,338** 499 3,901 90.0 · 428 100 328 17.4 1.39 Nil 14 7½ 
1940 44.0 3,640 384 3,352 92.1 378 82 296 17.8 1.26 Nil 18¾ 9½ 
1939 46.0 2,581 384 2,869 111.2 d123 Nil dl23 d8.1 d0.55 Nil 14 5 
1938 38.0 2,024 284 2,118 104.6 d48 la d47 N.A. d0.20 Nil 
1937 45.7 1,772 207 1,661 93.7 141 23 118 N.A. 0.52 0.306 
1936 39.1 1,560 238 1,409 90.3 159 29 130 N.A. 0.55 Nil 

N.A.-Complet~ data not available. *-Nine months ended Morch 31. .. *-Includes fees from cost-plus-fixed-fee contracts. t-Based on average invested 
capitol at the beginning and end of year. +-t !-Before reserve for contingencies of $100,000 or $0.28 per share for the year erided June 30, 1944. §-Includes 
$398,646 profit on sole of equipment. ++-Includes State income tax. ti-Calendar years, od1usted to reflect 10-for-1 split in June, 1937. a-Credit. 
b-Plus $0.277 a share in preferred stock. c-Before reduction in reserves of $50,000 d-Deficit. e-Before reserve for contingencies equal to $0.25 per 
shore. f-Based on copitolizotion increase of approximately 52% since preceding period. g-Through June 30. h-Through July 3. 

f -t Merrill Lynch, P,erce, Fenner & 8e-.lne 
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OPERATING REVENUE for the 1946 fiscal year regis

tered a marked increase as compared with the 1945 

period . Passenger revenue has accounted for more than 

80 % of the total and reached a new high despite fare 

reductions in late 1945, reflecting continued high load 

factors. The sharp increase in expenses in recent months, 

primarily caused by outlays for equipment, new facil

ities and increased labor charges, has been offset to a 

certain degree by record traffic volume. The New York 

extension, in operation over a year, has accounted for 

a steadily increasing volume of traffic-now around 

30 % . Cargo operations, which have been of minor 
importance in past years, are to be increased in the near 
future. A conservative policy has been followed as to 
payment of dividends on the moderate capitalization
$0.50 per share annually since the 1943 fiscal year. 

l,1aJ/tc 8/alislhs 
1945 1941 1938 

Rev. Plane Miles* ........ 12.5 6.2 5.1 

Rev. Pass. Miles* ........ 219 60 21 

Available Seat Miles* .... 247 120 49 

Rev. Pass. Carriedt ...... 331 149 50 

Avg. Pass. Trip (Miles) .... 661 400 425 

Mail Ton-Milest ....•.••. 2,832 931 556 

Exp.-Freight Ton-Milest ... 867 208 71 

*-Millions. t-Thousands. Note-Calendar year figures. 

OUTLOOK for a larger volume of business is distinctly 

promising, particularly if NW A is awarded its overseas 

flights . The company's strategically located cross-country 

route, covering highly productive traffic areas, provides 

the shortest and most direct route to the Pacific North

west from the eastern seaboard. However, revenues will 

have to absorb heavier operating costs and depreciation 

charges, but these increased expenses should be met by 

the use of larger and more economical aircraft. The Mar

tin 3-0-3 and 2-0-2 planes are expected to replace the 

present fleet of DC-3s and DC-4s, and the Stratocruisers 
are to fly limited-stop transcontinental flights and over
seas trips (if the trans-Pacific route is granted). This new 
equipment will provide a sharp increase in available seat 
capacity and frequency of schedules besides permitting 
a reduction in· travel time. 

Million 
Dollars 
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OPERATING REVENUES AND EXPENSfS 
( Fiscal Years Ended June 30) 

Total { Mail 
Operating All Other 
Revenues ■ 

Passenger 

- Total Operating Expenses 
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Minority Interest.... • . • • • • • • • • . . . . • . $3, 164,366 

Common Stock ($2.50 Par)... • • • . . . . . 6,138,625 Shs. 

Warrants ..••• ;.................... 2,034,419* 

Common Stock listed on the New York (PN) ond Philadelphia Stock 
Exchanges. Warrants traded on the New York Curb Exchange. 

*-Each warrant permits purchase of one share of $18 per share on or 
before Dec. 30, 1947. 

AN AMERICAN AIRWAYS CORP. (PAA}, organ
ized in 1928, is a holding company which through 
its operating subsidiaries and associated com-

panies conducts the world's largest internqtional air 
transportation system. Route miles cire estimated to ex
ceed 100,000 and service now extends to all continents 
except Australia. Investments in associated companies, 
financial results of which are not consolidated, include a 
20 % interest in the newly-formed China National Avia
tion Corp., a 50% interest in Pan American-Grace Air
ways, a -45 % holding in a Mexican airline, and a 48 % 
holding in a Colombian airline. Of late, PAA's investments 
in several underlying companies have been reduced. 

In order to provide adequate 24-hour service in many 
sections of its routes, Pan American has been required 
to make very substantial investments in airfields and 
ground equipment. This has resulted in added operating 
costs in comparison with domestic airlines and has neces-

Years Total Total 
Ended Load Oper. Oper. Operating Pre-Tax 

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings 

Dollar figures in Thousands 

1946 
1945 
1945 N.A. $69,306*e $4,076 $62,540 90.2% $1 0,077b 
1944 N.A. 45,491 * 3,150 45,040 99.0 3,113 
1943 N.A. 39,431 * 2,939 37,532 95.2 3,887 
1942 N.A. 48,107* 2,831 43,059 89.5 5,983a 
1941 N.A. 38,957 4,506 31,965 82.1 6,007a 
1940 N.A. 27,010 3,346 22,288 8_2.5 3,331 
1939 N.A. 20,481 2,504 17,696 86.4 2,522 
1938 N.A. 15,941 2,135 14,987 94.0 331 
1937 Ill.A. 14,567 1,988 13,781 94.6 748 
1936 N.A. 10,643 1,470 9,820 92.3 1,121 

Cash Items •••.•..•••• 
Current Assets ....... . 
Current Liabilities .... . 
Net Working Capital •. 
Gross Prop. and Equip. 
Depreciation Reserve .• 
Net Prop. and Equip ..• 

1945 1941 1938 
---- ($000's Omitted)---

$44,842 * $ 3,939 $ 890 
61,215* 13,915 2,417 
16,595 10,018 3,759 
44,620* 3,897 l,342t 
40,645 26,923 20,826 
18,782 12,839 8,992 
21,863 14,084 11,834 

*-Includes $25,250,000 special fund for purchase of equipment but 
excludes (1) materials and supplies, (2) balance receivable and claim 
a·gainstWcr Damage Corp. amounting to $5,371,910 and (3) $14,113,786 
estimated balance receivable fc,r carriage of U. S. Mail against which 
a reserve of $4,706,685 has been provided. t-'-Excess of current 
liabilities over current assets. 

sitated a larger capital investment. Wartime contracts 
of PAA. encompassed a broad phase of activities con
nected with the construction of ground facilities and the 
operation of air transport routes for the Government. 

Pan American was recently awarded a direct New 
York to San Juan route in addition to the route exten
sions to Eastern Europe and India which were authorized 
in 1945. The CAB, however, last year decided against 
PAA 's proposal for a single American-flag company 
which would operate international air routes and, in
stead, has authorized domestic airlines to operate com
petitive routes to Europe, Latin America, and in the 
Pacific area. Pan American has applications for exten
sion of international routes as well as the inauguration 
of service within continental U. S., but no decisions have 
yet been announced by the CAB. PAA is planning a 
$100 million program to enlarge its fleet of planes. A 
total of 22 Constellations has been received while final 

Fed. Inc. % Earned Per C;mmon Share t 
and E. P. Net on Invested -- Price Range --
Taxes•• Income Capitalt Earned Divd. High Lo.w 

$0.25c 27c 18¾c 
0.25c 

$2,511 $7,565bf 12.4%bf $1.23bf 0.25 29 16¼ 
1,200 1,619 4.9 0.41 0.50 ,18¼ 14½ 
1,789 1,930 6.0 0.49 0.50 211/a 11¾ 
2,051 3,780a 11.3a 0.98a 0.50 13½ 51/a 
2,560 3,361a 10.3a 0.87a 0.50 91/a 5 
1,063 2,256 8.5 0,60 . Nil 121/a 6 

498 1,984 9.8 0.73 Nil 10 5 
232 47 0.8 0.02 0.50 9¾ 5¾ 
195 510 2.5 0.18 0.25 1 81/a 7½ 
145 955 4.6 0.31 0.40 1 61/a 11¾ 

N.A.-Not a~ailable. •-Excludes transportation and sundry services under contract for U.S. Government of $2i,,022,180 in 1945; $39,728,711 in 1944; $40,374,856 in 
1943 and $23,534,294 in 1942 and also excludes amounts under construction contracts of $6,874,995 in 1944; $45,002,834 in 1943 and $37,050,234 in 1942. t-Based 
on overage invested capital at the beginning and end of year. t-Adjusted to 2-for-1 splits in 1937 and 1945. **-Includes foreign income and excess profits taxes. 
a-Includes non-recurring income amounting to $525,617 in 1942 and $891,654 in 1941. b-lncludes $4,811,311 gain on sale of interest in Chino National Aviation Corp. 
c-Through July_ 3. e-lncludes $10,670,553 estimated U. S. moil pay. f-After deducting $2,423,439 reserve for estimated balance receivable for carriage of 
U. S. mail. 

:16 Merri// Lynch, Pierce, Fenn~r & Beane 



delivery of 66 DC-4s, already begun, is scheduled 
through January, 1947. In addition, 20 Boeing Strato
cruisers, 6 Republic Rainbows, and 20 Consolidated 240s 
are scheduled for delivery in 1947 and 1948. 

OPERATING REVENUES and earnings reached a new 
peak in 1945, reflecting the continued growth of air 
travel and the resumption of commercial service over 
most of PAA's routes. Passenger revenues reached an 
all-time high and mail revenues approached the record 
year of 1941. In spite of lower rates, the Corporation . 
was able to maintain reasonably good control over costs 
and the operating ratio improved considerably compared 
with 1943 and 1944 when low margin government busi
ness supplanted some commercial operations. Earnings 
for 1945, however, were benefited substantially by non
recurring income obtained from sale of PAA's interest 
in the old China National Aviation Corp. Revenues have 
increased sharply in 1946 although grounding of Con
stellations in July may limit earnings temporarily. 

Finances were materially strengthened during 1945 

Jta//it 8/alislits 
1945 1941 

Plane Miles* .......•.•• 90.4 24.5 

Pass. Miles* ...•......• 893 229 

Available Seat Miles .... N.R: N.R. 

Pass. Carriedt ......... N.R. 376 

Avg. Pass. Trip (Miles) ... N.R. 609 

Cargo-Tons (Non-Mail}. 60,682 7,404 

*-Millions . . t-Thouscnds. N.R.-Not reported. 

Merr11, Lynch P,,, c r n & !lee ne 8 7 

1938 

13.0 

88 

N.R. 

224 

392 

1,910 
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by the receipt of $43 million from the sale of over 2 mil
lion shares of common stock. An equal number of stock 
purchase warrants were issued, the exercise of which 
would supply PAA with an additional $36 million of capi
tal. While the number of shares of common outstanding 
is substantial in · relation to earnings, capitalization is 
otherwise simple . Past divdends have been a relatively 
liberal proportion of earnings. 

THE OUTLOOK for Pan American is more favorable 
now that the wa~ is over, and the company is considered 
to have extensive growth possibilities. The chief uncer
tainties relafe to the effects of increased domestic and 
foreign competition, the outcome of mail pay questions 
with the CAB, and anticipated reductions in passenger 
rates. · New equipment and increased utilization should 
be helpful factors compensating for increased operating 
costs. The company has pioneered the field of interna
tional air transportation, and with its experienced man
agement should be able to obtain a substantial share of 
post-war business. 
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Cafiilalkalhn -v#McA 31, 1946 
3½% Conv. Income Debentures due · 

1960, Callable 1041/z* ••. ...••.. $10,000,000 ** 
Common Stock ($1 Par)............ 477,260 Shs.tt 

Common Stock listed on New York (PCA) and Philadelphia Stock 
Exchanges. 

•-Through Sept. 1, 1947 and lower prices thereafter. **--:Con
vertible into common stock at $38 prior to Sept. 1, 1950 and higher 
prices thereafter. tt-ln addition, approximately 21,200 shares 
are reserved for issuance to officers under options at 141/a per share. 

P ENNSYLVANIA-CENTRAL AIRLINES is now enter

ing its twentieth year_ of. opera~ions _and is _cl~ssi
fied among the nat,ori s med1um-s1zed airlines. 

The Capital Airline operates some 3,951 route miles in 

the region east of the Mississippi centering about Pitts

burgh and including such maior cities as Chicago, 

Washington, New York, and Birmingham. Although .pri

marily a short-haul carrier, recent route extensions have 

helped to increase the average trip length. Operations 

were seriously restricted after the United States' entry 

into World War II, and the system was required to sell 

Years Tota l Total 
Ended Load Oper. Oper. Operating Pre•Tax 

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings 

ollor Figures in Thousands 

1946* 78.8% $ 3,110 $308 $ 4,149 133.4% $d 1,029 

1945* 71.3 1,992 134 1,881 94.5 116 

1945 82.0 10,979 703 10,234 93.2 750 

1944 81 .8 6,217 371 5,522 88.8 743 

1943 81.2 3,913 240 3,480 88.9 500 

1942 65.9 4,030 331 3,723 92.4 633 t 

1941 5L5 4,837 444 4,584 94.8 219 

1940 53.2 2,927 251 2,796 95.5 207t 

1939 61.2 1,857 165 1,762 94.9 65 

1938 55.2 1,451 171 1,470 1 01.2 d21 

1937 56.0 1,186 175 1,339 112.8 d159 

8elecle/ Balance 8Aeel dlems - y}ec. 31 
1946* 1941 1938 

----($000's Omittedi----

Cash Items .......... , .. $4, 124t $ 466 $135 

Current Assets . ...... , , .. 5,934t 1,522 302 

C::urrent Liabilities . . , ....• 3,158 686 157 

Net Working Capital .•... 2,776t 836 145 

Gross Prop. and Equip .... 9,790 3,365 639 

Deweciation Reserve ..... 2,511 988 370 

Net Prop. and Equip., . . .. 7,279 2,377 269 

*-As of March 31. t -ln addition, $2,259,000 is set aside for 
purchase of property and equipment. 

over two-thirds of its plcine fleet to the Government as 

well as to suspend service over a considerable portion 

of its routes. 

THE CAPITAL AIRLINE has filed numerous requests for 

a widespread series of domestic and foreign route ex

tensions. Domestic applications include Florida, Texas, 

California and Washington; and CAB examiners have 

recommended the company be. authorized to provide 

service to Memphis and Jacksonville. Applications for 

foreign routes would ext·end the system to South Africa 

although CAB examiners have recommended other air-

Fed. Inc . % Earn ed Per Common Shore 
and E. P. Net on Invested - Price Range -

Taxes Income Capito It Earned Divd. High low 

$400a $d629 $dl.32 Nil ~ 45¾§ 36½ ~ 
45 71 0.15 Nil § 

309 441 6.4% 0.92 $0.25 49¾ 21 3/a 

338 405 9.8 0.81 Nil 243/a 13½ 

220 280 7 .1 0.55 Nil 20¼ 9½ 

225 408 t 11.q 0.95t Nil 11½ 5½ 

92 127 5.9 0.36 Nil 143/a 6 

64 143t 9.0t 0.43 + Nil 22¾ 111/s 

12 53 6.6 0.20 Nil 1 11/a 5½ 

Nil d21 d2.8 d0.08 Nil 9¼ 4½ 

Nil d159 d21.1 d0.64 Nil 

•-Three months ended Morch 31. t-Bosed on overage invested capital at the beginning and end of year. 
profit on sole of equipment ; smaller profits from sole of equipment were included in earnings of certa in other periods. 

)-Includes $369,725 in 1942 and $114,194 in 1940 
§-Through Jul y 3. a---:-Credit. d-Deflcit. 
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lines for these routes. This company and Northeast Air

lines have announced plans for effecting a merger (one 

share of The Capital Airline common would be ex

changed for two shares of Northeast), and hearings 

have been held, but no decision has been announced . 

On June 30, the company's plane fleet included 26 

DC-3 and 11 DC-4 passenger aircraft and one DC-3 

type utility plane . Not yet in service are 11 additional 

DC-4s and one DC-3, while 35 Martin 2-0-2s and 7 

DC-6s are scheduled for delivery in 1947. 

REVENUES reached an all-time high in 1945 reflecting 

the enlarged plane fleet and the reestablishment of serv

ice on suspended routes. Passenger revenues supplied 

90 ¼ of the total while mail supplied only 5 ¼, Proftt 

Jia//ic 8/alislics 
1945 1941 1938 

Rev. Plane Miles* ...•.... 11.3 6.5 2.8 
Rev. Pass. Miles* ....•... 191 66 16 
Available Seat Miles* •... 233 127 28 

Rev. Pass. Carriedt ...... 731 343 85 
Avg. Pass. Trip (Miles) . ... 262 191 183 

Mail Ton-Milest ...... , •. 1,001 202 99 

Exp.-Freight Ton-Miles t ..• 897 136 34 

*-Millions. t -Thousands. 

Mer•;// Lynch, Pierce, Fenner & Beane :19 

margins declined abruptly late last year as a result of a 

20 ¼ cut in passenger rates and higher operating costs, 

although earnings for the 12 months exceeded the pre

vious peak. Revenues surged sharply upward in the ftrst 

quarter of 1946, but higher wages combined 'with costs 

of training new personnel and expanding operations 

resulted in a substantial deftcit for the period . Consid

erable improvement, however, is anticipated for the bal

ance of J 946. 

Issuance of $10 million 3 ½ ¼ Convertible Income 

Debentures in 1945 enabled the operator to increase 

working capital and establish a special fund for the pur

chase of property and equipment which tatal.ed $2 .2 

million in March, 1946 . The company paid its initial 

dividend in 1945, but it is anticipated that requirements 

for funds will restrict medium-term payments to stock

holders. Conversion at the present ratio of all the deben

tures outstanding would cause an approximately 55 ¼ 
increase in the number of shares of common outstanding . 

OUTLOOK is favorable, and it is expected that rev

enues will continue to show substantial growth over the 

long term. The company's routes traverse a highly indus

trialized and heavily populated area of the United 

States, which area can generate a substantial amount of 

traffic. It should be noted, however, that on certain 

routes PCA is faced with severe competition from sur

face carriers as well as other airlines. Establishment of 

cargo service in 1946 may eventually beneftt earnings 

in view of the large traffic potential believed to be avail

able from this type of business. Inauguration of service 

with larger, more efficient planes will help to compensate 

for various increased operating costs, and, with the 

anticipated expansion of revenues, substantial earnings 

are considered possible over the longer term. 
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Caf,ilaltialion - 'i>1c1mJ1,1 3 t,' 194S 
3% Debentures due 1956 .•......... $10,000,000t 

Bank Loans ...................... ~ 1,190,000 

Capital Stock ($5 Par) ............. . 985,485 Shs. * 

Listed on the New York (TWA),Chicago, Los Angeles and San Francisco 
Stock. Exchanges. 

*-In addition there were outstanding options to employees to purchase 
683 shares. As of Mar. 1, 1946, Hughes Tool Co. owned 437,250 shares 
of the stock. 

t_;,As of June 30, 1946, the total authorized amount of $30,000,Q00 
for this issue was outstanding. Company has also arranged the sale of 
$10,000,000 2 ¼ % S. F. debentures to be issued on or before Dec. 
31, 1946. 

I'/ WA has long occupied a leading position among 

l1 J domestic air carriers and since the latter part of 
1945 has been rapidly extending its commercial 

services in the international field. One of four trans
continental airlines, the "Trans-World Airline" is largely 
a long-haul carrier that flies some 7,216 domestic route 
miles, while overseas authorizations of 17,130 route 
miles extend to India by way of Europe and North Africa. 
Service to Rome, Athens, and Cairo · has already been 
inaugurated via Ireland and Paris as well as Lisbon and 
Madrid. Flights to North Africa have begun and Cairo
India service may commence. this summer. Transatlantic 
experience gained performing war contracts has been 
of much assistance to TWA in its establishment of over' 
seas service. The company has expanded its interna
tional activities through its investments in T ACA Air-

Years Total . Total 
Ended load Oper. Oper. Operating Pre-Tax 

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings 

Dollar Figures in Thousands 

1946* 86.0% $ 11,067 N.R. $13,360 120.7% $d2,403 

1945* 86.4 6,661 N.R. 5,756 86.4 425 

1945 . 90.3 33,776 $1,986 30,576 90.6 2,983e 

1944 91.6 25,341 950 20,569 81.2 4,813 

1943 89.2 · 19,213 950 15,821 82.3 3,620 

1942 71.2 16,045 1,127 12,654 78.8 3,670 
1941 58.8 14,064 1,646 14,538 103.4 d488 
1940 57.7 11,572 993 11,596 100.2 d81 
1939 49.7 8,308 936 7,996 96.2 213 
1938 45.4 6,196 1,008 6,922. 111.7 d773 
1937 50.8 5,434 844 6,517 119.9 d960 
1936 62.9 6,203 791 5,911 95.3 244 

81!td1/ Balance 8A1PI J/1m& - 'J),c. 31 
1945 1941 1938 

$000's Omitted 

Cash Items .•••••.•••• ; $12,012 $ 1,206 $ 628 

Current Assets •••••••••• 19,904 4,135 2,431 

Current Liabilities ••••••• 12,103 2,219 1,039 

Net Working Capital •••• 7,801 1,916 1,392 

Gross Prop. and Equip .•• 24,896 10,547 6,359 

Depreciation Reserve •••• 6,596 4,575 3,152 

Net Prop. and Equip .•••• 18,300 5,972 3,207 

ways, S.A. (an important South American airline), 
Hawaiian Airlines, Ltd., Philippine Airlines, Italian Air
ways, and Ethiopian Air Lines, as well as through pro
jected investments in Iranian Airways. 

Applications have been filed for additional domestic 
routes, the extension of service from Cairo to Johannes
burg, and the continuation of service from India around 
the world; but CAB examiners have recommended that 
b route generally similar fo the latter be awarded to 
Northwest Airlines. In Julyt' 1946, TWA's plane fleet in
cluded 7 6 DC-3s, 5 Boeing Stratoliners, 10 DC-4s, and 
16 Lockheed Constelldtions with an addition.al 31 im-

. proved Constellations scheduled for delivery beginning 
in late summer, 1946. 

SHARPLY INCREASED REVENUES, despite substantial 
rate reductions, give clear evidence of TWA's aggressive 

Fed. Inc. % Earned Per Common Shore 
ond E. P. Net on Invested - Price Range --

Taxes Income Capitolt Earned Divd. High low 

$ 91 Oc $d 1,493 $d 1.51 Nil tt 71 tt 48½ti 
15)4 231 0.24 Nil tt 

1,170 1,814e 8.2%e 1.84e Nil 79 26 
2,060t 2,753 18.6 2.82 Nil 29 17½ 
1,569t 2,051 16.9 2.12 Nil 253/a 15¼ 
1,494$ 2,176 23.3 

'. 
2.2<;> Nil 18¼ 71/a 

Nil d488 d6.5 d0.51 Nil 17¼ 8½ 

17t d98 dl.6 d0.10 Nil 213/a 10¼ 
105t 107 2.0 0.13 Nil 123/a 6¼ 
Nil d773 dl 3.5 d0.93 Nil 1 01/a 4 
Nil d960 d 16.8 dl.15 Nil 223/a 4 

39 205 4.6 0.32 $0.25 271/a 143/a 

*-Three months ended March 31. t-Based on overage invested capitol at the beginning and end of year. !-lhcludes State income taxes. tt--:-Through 
July 3 . c-Credit. d-Deflcit. e-lncludes loss of $348,320 on property sold re:;ulti~g in a reduction of $158,046 in income ta,xes. N.R.-Not reported. 
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expansion policies. A new peak of $33.8 million was 
reached in 1 945 with gross for the first quarter of 1946 
surpassing $ 1 1 million. Passenger traffic accounted for 
71 % of 1 t;45 gross income; and mail, always an impor
tant source of TWA revenue, supplied 21 % . Increases 
in · ordinary operating expenses combined with large 
training and preparatory costs attributable to the 
expansion program reduced 1945 earnings and con
tributed to a large deficit in the first quarter of 1946. 
While second quarter results showed gradual improve
ment, the temporary grounding of all Constellations in 
July, 1946, ·by Government order, will limit operations 
and severely restrict earnings for the near future. 

EXPANSION REQUIREMENTS have necessitated the 
· creation of $30 million of 3 % debentures due in 

1956, with a $2 million annual sinking fund require
ment beginning in 1947; and $10 mi.I/ion of 2 ¼ % 
debentures maturing in annual installments through 
1951. Net working capital, generally the lowest of the 

Ota/lit 8/alislics 
1945 1941 .1938 

Rev. Plane Miles* ...••.• _. 31.9 19.7 9.9 

Rev. Pass. Miles* ........ 513 203 72 

Available Seat Miles* ...• 568 344 159 

Rev. Pass. Carried t .•...•. 556 440 137 

Avg. Pass. Trip (Miles) ..•. 923 461 530 

Mail Ton-Milest ......... 16,845 2,490 1,320 

Exp.-Freight Ton-Milest ... 4,519 912 285 

*-Millions. t-Thousands. 
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major airlines, declined in 1945 as a result of equip
ment purchases . Dividends have bee~ paid only in 1936 . 
The substantial debt, with its heavy service charges, has 
created considerable leverage with respect to the mod
erate-sized common capitalization. Stock financing 
appears to be an intermediate possibility. 

The vigorous expansion program launched by the 
TWA management should keep the company well abreast 
of the industry's development . Much larger passenger 
revenues are expected, and mail income should show a 
renewed uptrend in coming years. Cargo service was 
inaugurated late in 1944, and this looms as a promis
ing source of income. The ratio of net to gross has fluc 
tuated widely and is likely to be affected by keener 
competition and lower load factors than existed in the 
war years. Net income will also reflect higher depre 
ciation charges as · well as substantial sinking fund and 
interest charges. The anticipated huge growth of rev
enues in the challenging years immediately ahead, how
ver, may eventually produce record earnings. 
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Management Stock ($10 Par). . . . . . • . 39,050 Shs. t 
Common Stock ($10 Par) ............ 1,848,087½ Shs. 

Listed on New York (AL), San Francisco and Chicago Stock Exchanges. 

t-Sold to officers or employees. Convertible into common on o share
for-share basis after the flfth Jan. 1st following date of sale. t-After 
giving effect to conversion or retirement of preferred stock. 

(1 / NITED AIR LINES, a pioneer in the air transport 
'/1/1. industry, has always been one of the largest 

domestic systems, as we// as the leading carrier 
of air mail. Independent operations began in 1 934, 
following the .reorganization of United Aircraft and 
Transport Corp., and the system has expanded until non
duplicated, certificated route miles now total 9,359. 

The company provides transcontinental transportation 
between New York and San Francisco with service ex
tending to important eastern terminals as we// as to the 
Pacific Northwest. Routes also extend along the West 
Coast. While United regards itself primarily as a domes
tic carrier, its application for San Francisco-Hawaiian 
service was approved in July, 1946. United has a 99 ¼ 
interest in "LAM SA" (Lineas Aereas Mexicanas, S.A.}, 
operating J ,700 route mi/es in Mexico. 

1945 1941 1938 
$000's Omitted 

Cash Items ..•..•....... $26,074 $ 5,424 $ 4,139 

Current Assets •.•••.•.•• 34,163 11,119 5,778 

Current Liabilities ....... 17,568 5,289 1,443 

Net Working Capital ..•. 16,595* 5,830 4,335 

Gross Prop. and Equip ... 26,683 15,064 11,358 

Depreciation Reserve ••.• 12,765 7,785 4,878 

Net Prop. and Equip .••.• 13,918 7,279 6,480 

*-In addition, $4,455,225 is set aside for purchase of operating 
property and equipment, 

Applications are currently on Ale for routes extending 

from Los Ange/es to Hawaii and to Alaska. The CAB is 
still considering the former while examiners have recom
mended disapproval of the latter. Plans for domestic 
expansion include service to about 70 additional cities 
as we// as connection of the routes of "LAMS A" with 
United. The company plans an $82 million program for 
equipment and facilities. On June 30, J 946, United's 
plane fleet consisted of 61 DC-3 and 22 DC-4 Mainliners 
plus B DC-3 Cargoliners. Under procurement are 3 DC-
4s, 35 DC-6s, and 50 Martin 3-0-3s with A.no/ decision as 
to a fleet of larger size models still under consideration. 
Deliveries of DC-6s are scheduled to begin /ate in J 946 
to be followed by the 3-0-3s in 1947. United has recently 
been awarded a $9 million army contract to provide 
Pacific service. 

8/alislical /fecMI 
Years Total Total Fed. 'Inc. % Earned Per Common Share 
Ended Load Oper. Oper. Operating Pre.Tax and E. P. Net on Invested - Price Range -

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings Taxes Income Capitol§ Earned Divd. High low 
ollar Figures in Thousands 

1946c 86.0% $10,080 N.R. $10,665 105.8% $dl ,057 $ 239e $ d513 $d0.30 $0.50g 54¼g 37½g 
1945c 94.1 8,611 N.R. 6,665 77.4 1,997 818 1,179 0.71 0.50g 

1945 93.3 39,348a $2,415 31,636a 80.4 7,606b 3,402f 4,204b 11.6% 2.34b 0.50 62½ 311/s 
1944 96.0 35;630a 1,310 24,214a 68.0 11,261 b 4,646 6, 115*b 22.8* 3.79*b 0.50 36½ 221/s 
1943 92.l 27,650a 1,088 20,426a 73.9 7,630 3,427 3,203* 17.7* 2.14* 0.50 333/s 17¾ 
1942 82.0 23,593a 1,358 18,174a 77.0 5,700 2,566 2, 134* 13.8* 1.42* Nil 20¾ 73/s 
1941 66.4 18,968a 1,740 18,146a 95.7 868 270 598 4.3 0.40 Nil 171/s 93/s 
1940 61.9 16,180 1,680 15,558 96.2 666t 146 52ot 4.it 0.35t Nil 23¾ 12 
1939 61.0 12,461 1,273 11,586 93.0 908 131 776 6.6 0.52 Nil 16½ 73/s 
1938 52.2 9,925 1,256 10,971 110.5 d997 d997 d8.5 d0.66 Nil 13¾ 5 
1937 55.2 9,463 1,011 l 0,297 108.8 d754 d754 d6.4 d0.52 Nil 243/s 5¾ 
1936 64.8 9,989 1,342 9,614 96.2 482 115 367 3.7 0.26 0.20 22 13 

"'-After special reser~e equal to $0.34 o ~ommon sher~ in 1944 .on? $0.67 in 1943 and 1942. t-Excludes _non-recurring income of $255,236 {net) equal to $0.17 per 
common shore. §-Based on ~veroge.in.vested cop1tol ct _beginning and end of year. a-Excludes gross rncome and expenses in connection with U.S. Army contracts. 
b-After provision for losses of Mexican subs1d1ary of $465,000 m 1945 and $410,000 m 1944. c-Three months ended Morch Jl. N.R.-Not reported. d-Defi-
cit, e-Credit. f-lncludes State income taxes. g-Through July 3 
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REVENUES reached a new peak of $39.3 million in 
1945 in spite of sharp reductions in passenger and mail 
rates during the year. Passenger revenues supplied 70 ¼ 
of the total, compared with 64 ¼ in 1944, with mail 
revenues declining from 30 ¼ in 1944 to 24 ¼ in 1945 . 
Although United 's earnings record is among the best in 
the industry, increases in operating costs during 1945 
combined with the sharp drop in mail pay more than 
compensated for additional revenues, and net income 
fell from $6 .1 million in 1944 to $4 .2 million in 1945 . 
The deficit for the first quarter of 1946 reflected a 

declining load factor plus high transitional costs. As 
larger, more efficient planes are put into service, it is 
anticipated that these conditions will be corrected, and 
earnings for the balance of 1946 are expected to show 
considerable improvement. Write-offs of DC-4s against 
surplus amounting to $2 .5 million will benefit future in
come accounts, although depreciation provisions will still 
increase sharply. 

:Pa//ic 8/alislict 
1945 1941 1938 

Rev. Plane Miles* ....... 40.1 26.3 15,5 

Rev. Poss. Miles* ... . .. • 599 271 109 

Available Seat Miles* ... 641 409 207 

Rev. Poss. Carried t ..... 772 563 217 

Avg. Poss. Trip (Miles) ... 776 482 501 

Mail Ton-Milest ....... . 22,080 3,725 2,417 

Exp.-Freight Ton-Milest .. 5,058 1,624 760 

*-Millions. t -Thousands. 
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WORKING CAPITAL reached a new peak of $16 .5 
million at the end of 1945 with an additional $4.5 
million available tor the purchase of new equipment . The 
convertible preferred was recently called, thereby forc
ing its conversion into common, and this prepares the 
way for the substantial financing which the expansion· 
program will require . The management has not decided 
as to the form that such financing will take . Requirements 
for funds should result in a continuation of United's con
se;vative dividend policy of the past several years. 

While post-war competition will probably be more 
severe, a large expansion of airline revenues is ex
pected to continue . Declining load factors combined with 
increased operating costs will probably result in lower 
profit margins than in recent years, with additional rate 
reductions a possibility. Notwithstanding these consider
ations, increases in traffic made possible by improved 
equipment, augmented freight service, and new route 
extensions should enable United to maintain satisfactory 
earnings over the longer term. 
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Cafiilalizalhn -tll/atci 31, 1946 

3% Equipment Notes due subsequent 
to 6 / 30/ 46 ...................... $170,000 

Minority Interest .................... 30,111 
Common Stock ($1 Par) .............. 520,507 Shs. 

Common Stock listed on the New York (WSX), Los Angeles and San 
Froncisco Stock Exchanges. 

(} J / ESTERN AIR LINES, with a history extending over 
't/V 20 . years, is one of the nation 's important re-

gional airlines, operating primarily in the Pacific 
Coast and Rocky Mountain areas of the United States. 
Originally a holding company, Western began direct 
flying operations in 1935 and has experienced substan
tial growth. The system currently totals (including the 
recent addition beween California and Mexico City) 
4,303 domestic and 1,584 foreign certificated route 
miles. Interline traffic has always been valuable to 
Western and important connections with United Air 
Lines exist at Salt Lake City and Denver. United has ap
pealed to the courts to reverse the CAB decision award
ing the significant Denver-Los Angeles roufe to Western, 
but in April, 1946, the Court of Appeals in Washington 
confirmed the CAB's action. 

Cash Items .............. 

Current Assets ........... 

Current Liabilities ........ 

Net Working Capital ..... 

Gross Prop. and Equip .... 

. Depreciation Reserve ..... 

Net Prop. and Equip ...... 
• -As of March 3 l. 

1941 

----'$000's Omittedl----

1946* 1938 

$ 662 $ 103 $ 140 

2,236 518 341 

1,430 291 86 

806 227 255 

4,298 1,693 774 

1,760 735 301 

2,538 958 473 

The company and its 92 ¼ -controlled subsidiary, In
land Air Lines, have applied for domestic routes which 
would extend service to numerous additional points, 
including ma;or centers such as Seattle, Dallas and Chi
cago. Western has also applied for routes to Alaska. 
CAB examiners have recommended an extension only as 
far as Edmonton, Canada, from the present Lethbridge 
terminal. A substantial expansion of flight and ground 
equipment has been initiated, and as of June 30, 1946, 
Western's plane fleet included 7 DC-4s, 13 DC-3s, 2 
Lockheed Lodestars and 4 single-engine aircraft. Under 
procurement are 6 additional DC-4s, 1 0 DC-6s, and 20 
Consolidated Model 240s. The 240s are scheduled to 
replace in 1947 the twin-engine planes currently in use. 

REVENUES in 1945 reached an all-time high of $7.2 
million, ' 68 ¼ over 1944, in spite of passenger rate 
reductions. Western's traffic position has continued to 

8/alislical /fec11t/ 
Years Total Total Fed. Inc. % Earned Per Common Share 
Ended load Oper. Oper .. Operating Pre-Tax and E. P. Net on Invested -- Price Range *"'-

Dec. 31 Factor Revenue Depree. Expenses Ratio Earnings Taxes Income Ccpfolt Earned Divd. H;gh low 

Dollar .Figures in Thousands 

1946* 76.2% $2,043 $181 $2,373 116.2% $d338 Nil $d338 $d0.65 Nil § 35§ 22½§ 
1945* 80. l 1,576 132 1,375 87.2 192 $ 71 118 0.29 Nil§ 

19450 84.3 7,158 555 6,853 95.7 (360 151 208 8.5% 0.51 Nil 40½ l 51/e 
1944a 86.3 4,258 321 4,023 94.5 302 166 136 7.8 0.33 Nil 173,1., 7¼ 
1943 84.7 . 2,161 204 2,073 95.9 138 48 90 5.2 0.22 Nil 11½ 51/s 
1942 62.0 2,375 216 1,798 75.7 1,009+ 315 694 + 46.8 + 1.69 + Nil 61/e 2 
1941 47.l 2,000 198 2,004 l 00.2 6 Nil 6 0.8 0.01 Nil 5½ 21/e 
1940 48,8 1,649 142 1,489 90.3 175 35 140 15.3 0.34 Nil 71/e 3½ 
1939 40.0 1,387 143 .1,301 93.8 87 13 74 9.3 0.18 Nil 5 2½ 
1938 40.2 1,193 163 1,199 100.5 dl3 Nil dl3 dl.9 d0.03 Nil 4 3/e l 1/e 
1937 36.3 882 95 955 l 08.3 · d35 t Nil d35+ d6.0 + d0 . l 3 + Nil 133/e 2¼ 
1936 48,8 741 96 652 88.0 58 8 51 8.5 0.23 $0.25 l 0 1/e 4½ 

*-Three months ended March 31. f-Bosed on overage invested capitol ot the beginning ond end of year. !-Includes $401,370 profit on sole of 
equipment in 1942 ond $41,902 in 1937. ••-New York Curb Exchange prior to listing on New York Stock Exchange in Morch, 1945. §-Through July 3. 
a-Includes Inland Air lines from June 1, 1944. d-Defidt. 
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improve with passenger revenues accounting for 79 ¼ 
of the 1945 total while mail revenues, long an impor
tant source of . income, declined to 1 7 ¼ . Despite sub
stantial increases in operating costs, larger revenues 
combined with a high load facto r' resulted in higher 
profits for 1945. While revenues have continued to ex
pand in 1946, sharply increased costs resulted in a 
substantial deficit for the first six months of this year. Utili- , 
zation of larger, more efficient equipment and further 
expansion of volume are producing considerable im
provement, and it is anticipated operations will become 
profitable in the third quarter of 1 946 . 

NEW FINANCING REQUIREMENTS for Western's ex
pansion progr~m are estimated at upwards of $1 0 
million and the company has indicated that a portion of 
such financing will be effected through equipment trust 
notes to banks. Western recently obtained an addi- · 
tional $2 million through the sale of common stock . Ini
tiation of such . a broad program of financing would ere-

Jlla//ic 5/alislics 
1945 1941 1938 

Rev. Plane Miles* •• ·r· .... 5.5 3.1 2.3 

Rev. Pass. Miles* .......• 98.7 22.9 l 0.6 

Available Seat Miles* .•.• 113 49 26 

Rev. Pass. Carried t ..••.. 233 70 29 

Avg. Pass. Trip (Miles) ..•• 424 328 367 

Mail Ton-Milest ...•.. . .. l, l 04 273 232 

Exp.-Freight Ton-Milest . .. 300 141 72 

*-Millions. t-Thousands. 

ate a substantial amount of leverage for the common 
stock. No dividends have been paid on the common 
since 1936, arid requirements for funds will decrease 
the possibility of payments in the near future . 

RECENT ROUTE EXTENSIONS will change Western 
from a regional to an international air carrier, and these 
new routes plus the increased seating c~pacity of t'he 
plane fleet should facilitate the future growth of reve
nues. Establishment of cargo service offers additional 
revenue potentialities. Higher operating costs-including 
greater charges for depreciation-added to possible 
further rate reductions and a decreased load factor may 
combine to restrict profit margins. Western hos demon-

. strate.d only moderate earning power in past years, and 
the anticipated new financing m_ay create rather sub
stantial charges prior to the common, thereby creating 
considerable leverage for a few years . Longer-term 
earnings prospects, however, are generally considered 
fav_orable for Western. 

Million 
Dollars 
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CLEVELAND STOCK EXCHANGE 
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CORPUS CHRISTI COTTON EXCHANGE 

DALLAS COTTON EXCHANGE 

DETROIT STOCK EXCHANGE 

HAVANA STOCK EXCHANGE 

KANSAS CITY BOARD OF TRADE 

LITTLE ROCK COTTON EXCHANGE 

LIVERPOOL COTTON ASSOCIATION, LTD. 

LOS ANGELES GRAIN EXCHANGE ASSOC. 

MEMPHIS COTTON EXCHANGE 

MEMPHIS MERCHANTS EXCHANGE 

MERCHANTS EXCHANGE OF PORTLAND, ORE. 

MILWAUKEE GRAIN & STOCK EXCHANGE 

MINNEAPOLIS CHAMBER OF COMMERCE 

NEW ORLEANS COTTON EXCHANGE 

NEW o ·RLEANS STOCK EXCHANGE 

NEW YORK COCOA EXCHANGE, INC. 

NEW YORK COFFEE & SUGAR EXCHANGE, INC. 

NEW YORK COTTON EXCHANGE 

NEW YORK CURB EXCHANGE 

NEW YORK MERCANTILE EXCHANGE 

NEW YORK PRODUCE EXCHANGE 

NEW YORK STOCK EXCHANGE 

PHILADELPHIA STOCK EXCHANGE 

PORTLAND GRAIN EXCHANGE 

SALT LAKE STOCK EXCHANGE 

SAN FRANCISCO STOCK EXCHANGE 

SEATTLE GRAIN EXCHANGE 

TORONTO STOCK EXCHANGE 

WASHINGTON STOCK EXCHANGE 

WINNIPEG GRAIN EXCHANGE 

WOOL ASSOCIATES OF THEN. Y. 

COTTON EXCHANGE 
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OFFICES 

STATE AND CITY STREET ADDRF.SS 

Alabama 
Birmingham, 3. Comer Bldg. . . . . . . . 
Mobile, 9 . . . First National Ilank Annex 
Montgomery, 2 20 Commerce Street . . . . 

Arkansas 
Hot Springs . 
Little Rock 
Pine Bluff. 

C~lifornia 
Beverly Hills 
Hollywood, 28 . 
Los Angeles, 14 
Oakland, 12 • . 
San Diego, 1 
San Francisco, 4 

Colorado 

Arlington Arcade . . . . 
400 Louisiana Street. . . 
301 West Second Avenue. 

9520 Santa Monica Blvd . 
6361 Hollywood Blvd . . 
523 West 6th Street . . . 
1319 Franklin Street: . . 
910 San Diego Trst. & Svgs. Bldg. 
301 Montgomery Street . . . . . 

TELEPHONE NO, 

3-9181 
2-1745 
3-4761 

3296 
8131 
5560 

Bradshaw 2-3248 
Hillside 0111 
Mutual 4331 
Twin Oaks 1591 
Main 0143 
Exhrook 2311 

Denver, 2 . . First National Bank Bldg. . . . . Keystone 8281 

Connecticut 
Stamford . 80-82 West Park Place. . . . . . 4---1171 

Cuba 
• Havana. . . . Royal Bank of Canada Bldg. . . . A 7214 

District of ColuJDbia 
Washington, 5. 815 Fifteenth St., N. W ...... Executive 2121 

Florida 
Jacksonville, 1. 116 West Forsyl.h Street. 
Miami, 32. . . 169 East Flagler Street . 
MiamiBeach,39 605 Lincoln Road .... 
Orlando .... 218 North Orange Avenue 
Palm Beach . . County Road and Royal Palm Way 
St. Petersburg, 1 568 Central Avenue .. 

Georgia 
Atlanta, 3. 
August.a 
Columbus, 4. 
Macon .. 
Savannah. 

Illinois 
Chicago, 4 

Indiana 

23 North Pryor Street . 
725 Broad Street . 
101 Twelfth Street 
Dempsey Hotel . . 
32 Drayton Street. 

Board of Trade Bldg. . 

Fort Wayne, 2. Fort Wayne Bank Bldg. 
Indianapolis, 4. Circle Tower Bldg. . . 

5-5020 
3-6631 
5-2915 
6191 
2-1621 
5111 

Walnut 1090 
2-7341 
2-3365 
5256 
3-1134 

Wabash 8950 

Anthony 3191 
Market 6591 

Iowa 
Davenport 215 Union Bank Bldg. . . . . . . 2-7141 

Kentucky 
Lexington, 9. 
Louisville, 2 . 

Louisiana 
Monroe . . 
New Orleans, 12 
Shreveport, 23 . 

Massachusetts 

La Fayette Hotel Dldg. 
231 South Fifth Street. 

Hotel Frances Bldg .. 
818 Gravier Street . 
608 Edwards Street 

7100 
Jackson 1103 

441 
Raymond 0441 
3-7171 

Boston, 9 . 10 Post Office Square . . . . . . Hubbard 5700 

Michigan 
Detroit, 26 
Grand llapids, 2 
Lansing, 16 
Saginaw, 5 .. 

Minnesota 

Buhl Bldg., Griswold & CongressSts. 
Michigan Trust Co. Bldg. . 
121 W. Michigan Ave .... 
Second National Bank Bldg. . . . 

Minneapolis, 2 , 240 Rand Tower . . . . 
St. Paul, l First National Bank llldg. 

Cherry 4670 
6-5361 
Lansing 2-1553 
2- 2121 ' 

Main 6401 
Garfield 4954 

STATE AND CITY STREET ADDRESS TELEPHONE NO, 

Mississippi 
Jackson, 116. . 104 Lampton Bldg. . . . . . . . 4-6548 

Missouri 
Kansas City . 1003 Walnut St. ........ Victor 1900 

New Jersey 
Newark, 2. 
Trenton, 8 

New York 
Albany, 1 . 
Ruffalo, 2. 
New York, 5 
New York, 22 
Poughkeepsie 

North Carolina 

7 44 Broad Street . . . 
114 West State Street . 

90 State Street 
Liberty Bank Bldg. 
70 Pine Street . 
730 Fifth A venue 
39 Market Street 

Asheville . 22 Battery Park Avenue. 
Greensboro 107 W. Gaston Street .. 
Raleigh . . 302 Sou th Salisbury Street . 
Wilson . . 113 East Nash Street . . 
Winslon-Sulem, 3 108 R. J. Reynolds Bldg .. 

Ohio 
Akron, 8 
Canton, 2 .. 
Cincinnati, 2 
Cleveland, 14 
Columbus, 15 
Zanesville. 

Oklahoma 

First Central Tower . . . 
Courtland Hotel Bldg .. 
217 Dixie Terminal Bldg. 
216 Superior A venue N. E . . 
8 East Broad Street . . 
Masonic Temple Bldg.. . 

Oklahoma City. 2 102 First Nutional Bldg .. 
Tulsa, 1. Kennedy llldg .. 

Market 3-4852 
6134 

3-4411 
Cleveland 1870 
Whitehall 4--1212 
Circle 7-0900 
600 

1863 
8141 
2-3731 
3161 
8131 

Blackstone 5131 
Canton 4--5161 
Main 3950 
Main 7500 
Adams 2105 
Main 657 

7-7611 
4-7151 

Oregon 
Portland, 4 504 Wilcox Bldg. . . . . . . . . Atwater 4351 

Pennsylvania 
Altoona. . . . Altoona Trust Bldg.. . 
Lebanon . . . Samler Illdg. . . . . 
Philadelphia, 2. Commercial Trust Bldg 
Pittsburgh, 22 •· Henry W. Oliver Bldg .. 
Williamsport, 2. 122 West 4th Street . 
York ..... 100 E. Market Street . 

Rhode Island 
Providence, 3 • 707 Industrial Trust llldg. 

South Carolina 

9361 
2105 
Rittenhouse 4400 
Atlanl.ie. 7860 
2-4651 
2883 

Gaspee 3700 

Columbia, 7 . Liberty Life Bldg.. . . . . . . . 2-3304 

Tennessee 
Memphis, l . 
Nashville, 3 . 

Texas 
Amarillo 
Austin, 22. 
Beaumont. 
Corpus Christi 
Dallas, 1 ... 
Fort Worth, 2 . 
Galveston ... 
Houston, 2 .. 
San Antonio, 6. 
Waco .... 
Wichita Falls 

Washington 
Seattle, l . 
Spokane, 8 
Tacoma, 2 

Wisconsin 
Milwaukee, 2 

14 S. Second Street 
306 Union Street . 

Amarillo Bldg. 
Nash Bldg ... 
Edson Hotel . 
Driscoll Hotel Bldg. 
200 First National Bank Bldg .. 
306 West 7th Street . . . . 
American Nat'! Insurance Co. Bldg. 
Gulf Bldg ........ . 
319 North SL. Marys Street 
Liberty Bldg:-Room 711 
City National Bank Uldg. 

1411 Fourth Avenue. 
425 Riverside A venue 
Washington Bldg. . . 

8-0221 
6-8185 

4303 
2-5461 
6712 
9391 
Riverside 5361 
2-7131 
8881 
Capi Loi 5231 
Fannin 2271 
714 
2-0707 

Seneca 1122 
Main 2201 
Broadway 2221 

710 N. Water Street. . . Marquette 3778 

Litho'd in U.S. A. August, 1946 


