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Current Quarter Should Mark Earnings Turning-Point, With Sizable Operating
Profits Possible in Coming Periods. Preferred and Common Shares Regarded
as Attractive for Speculative Purposes.

With 31 of its 50 DC-68 back in service by May 7th and the rest due in
nearby weeks, this will be an important earnings stimulus for Americen
Airlines, whose operating results could well reveal Important net profit
figures during the seasonally active months between now and autumn, The
first of the DC-6s began coming back in late March; despite steady in-
creases in seat-capacity, load factors have improved considerably over
the past several weeks. To this important earnings influence, there can
be added the premium fares and higher efficiency of DC-6 operations. In
prospect is the gradual replacement of unprofitable DC-3s with the
Company's new Convair-liners, first of which are due to start schedulec
flights in June., Compared with the summer of 1947, current passenger
fares are up about 10% while effective April Tth, last, American was
given higher mail rates that may add an estimated $1.3 million to mail
compensation this year.

A heavy loss was shown by the Company in the first quarter of 1948 ($5.2
million against the $3.1 million net deficit reported a year before).
Iargely because of the DC-6 grounding total revenues were held to $1k.7
million vs. $15.7 million in the initial three months of 1947. American
did not have the advantage of a tax carry back credit this year, whereas

it did to the extent of $1.9 million in early 1947; this enabled the
Company to reduce the $5.0 million pre-tax loss for that period by over
38%, If the industry's seasonal upswing in travel is not checked by ac-
cidents, as in 1947, coming months may produce sufficient profits to

about offset the first quarter deficit., If this trend is realized; con-
tinvance of preferred dividends seems likely. The earned surplus account,
which was $6.5 million at the end of 1947, has been sharply reduced by the
operating losses sustained in early 1948, However, this surplus item may
gradually dbuild up from now on. The Company's working capital status should
be adequate to meet 1948 capital outlays, since the $7 1/2 million bank
credit arranged several months ago had not been drawn upon at a recent
date, While higher wage rates and supply costs have been a problem,
economy efforts have been reasonably productive and when equipment moderni-
zation is fully accomplished, the Company should obtain major benefits over
the next year or so. Recent Prices: Preferred - 63, Common - 9 3/4.



