Air Lease (AL) Quarterly report for Q3 2019

 Date: 06 January 2020

Percentage change in Sales from year ago quarter 18.5%
Percentage change in Earnings per Share from year ago quarter 5.8%
Is company meeting our target sales & earnings estimates?  Yes for Sales: No for Earnings
Pre-tax Profit on sales trend?   (up, even, down) Up 
Return on equity trends?  (up, even, down) Down
Debt?  (up, even, down) Even but High
Current PE is 8.8
 Where does it fall in my estimated High/low range of PE's? Low end of range
Signature PE = 10.7
Club cost basis for this stock is $37.21.                      Current price is $42.91
      (from latest valuation)

Current fair value:  Morningstar: 55.41;   CFRA: and VL abstain.  Credit Suisse target price: $53.00 with an Outperform rating
My SSG Total Return is 13.6%              Projected Average Return is 11.9%
What will drive future growth:
Continued growing levels of passenger traffic with air travel the most utilized form of mass transportation. Airlines needing to replace existing aging and less efficient aircraft. Airlines not wanting to encumber their balance sheets with new purchases and thus increasing the role of aircraft lessors. More of the world fleet is leased. For example, in 1970 only 0.5% was leased; in 1980, that percentage had risen to 40.7%. It is estimated that 44, 000 new aircraft will be needed over the next 20 years for growth and replacement. Lastly, tariffs are impacting freight more than passenger traffic.
Troublesome Areas:
 As of October 8, 2019, AL had a commitment to acquire a total of 316-318 new aircraft for delivery from Boeing and Airbus through 2024. In their latest 10-Q, AL expects delivery of 80 aircraft in 2020, of which 31 are MAX planes.

There are 400 MAX planes now “racking up parking tickets” at a Boeing facility near Seattle. That’s more aircraft than the 383 MAX planes flying at the time the FAA grounded the plane.
As of Sept. 30, 2019, Air Lease fleet was comprised of 307 owned aircraft and 64 managed aircraft with a diversified customer base comprised of 100 airlines in 57 countries. With that diversification for example, a small airline like MIAT Mongolian Airlines, which operates two Boeing Boing MAX 8 aircraft and one 737-800 aircraft on lease from Air Lease, may have trouble meeting expenses. Remember that Air Lease is still working through bankruptcies with WOW Air (ceased operations 28 March 2019 with 10 aircraft) and Thomas Cooke Airlines (failure with 34 aircraft).
On February 14, 2020, Air Lease will hold its Fourth Quarter and Year End 2019 Earnings conference call.

Recommend:  Hold
