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When asked how he became so successful, Buffett answered: “we read hundreds and hundreds of annual reports every year.” 
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THE EUROPEAN VALUE ISSUE 

 
 

► Snapshot of 100 European companies 
► 24 companies profiled by MOI research team 

► Proprietary selection of Top 5 candidates for investment 
► Plus: Exclusive Interview with Don Fitzgerald 

► Plus: Exclusive Interview with Professor Max Otte 
► Plus: Exclusive Interview with Adam Steiner 
► Plus: Exclusive Interview with Robert Vinall 

 

European companies mentioned in this issue include  
ABB, Acergy, AEGON, Alcatel-Lucent, Allianz, Allied Irish Banks, Altana,  

Anglo American, ArcelorMittal, ARM Holdings, AstraZeneca, AXA,  
Babcock & Brown, Banco Bilbao Vizcaya, Banco Santander,  

Bank of Ireland, Barclays, BG Group, BP, British American Tobacco,  
British Sky Broadcasting, Cadbury, Carnival, CGG Veritas, CNH Global, 

Commerzbank, Continental, Credit Suisse, CRH, Delhaize,  
Deutsche Telekom, Diageo, DSM, E.ON, Eni, Ericsson,  

Flamel Technologies, France Telecom, Fresenius Medical,  
GlaxoSmithKline, Heineken, HSBC Holdings, ING, InterContinental Hotels, 

International Power, KPN, Lloyds TSB, Logitech, Lufthansa, Luxottica,  
LVMH Moet Hennessy, Magyar Telekom, National Grid, Natuzzi, Nokia, 

Novartis, Novo Nordisk, OMV, Pearson, Philips Electronics,  
Portugal Telecom, Prudential Public, Reed Elsevier, Rexam, Rio Tinto,  

Roche, Rolls-Royce, Royal Bank of Scotland, Royal Dutch Shell,  
Royal Wessanen, RWE, Ryanair, Sainsbury's, Sanofi-Aventis, SAP,  
Siemens, Smith & Nephew, Societe Generale, Solvay, StatoilHydro, 
STMicroelectronics, Stora Enso, Swedbank, Swiss Re, Syngenta,  
Tate & Lyle, Telecom Italia, Telefonica, Thomson, Tomkins, Torm,  

TOTAL, Turkcell, Unilever, Vodafone, Volkswagen, Wienerberger, WPP,  
Zurich Financial, and more. 
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Ryanair (Nasdaq: RYAAY, Dublin: RY4B) – Owned By Chieftain 
County Dublin, Ireland, 353-1-812-1212 

Transportation: Airline www.ryanair.com 

  
Trading Data Consensus EPS Estimates Valuation 

Price: $28.82 (as of 10/23/09)   
 

Month # of P/E FYE 3/31/09 n/m 
52-week range: $18.81 - $32.87   Latest Ago Ests P/E FYE 3/31/10 16x 
Market value: $8.5 billion This quarter $1.38 $1.38 2 P/E FYE 3/31/11 13x 
Enterprise value: $9.3 billion Next quarter -0.13 -0.13 2 P/E FYE 3/30/12 n/a 
Shares out: 295.4 million FYE 3/31/10 1.76 1.76 3 EV / LTM revenue 2.1x 

Ownership Data FYE 3/31/11 2.29 2.29 2 EV / LTM EBITDA 20x 
Insider ownership: 6% FYE 3/30/12 n/a n/a n/a EV / LTM EBIT 64x 
Insider buys (last six months): 0 LT EPS growth 20.0% 20.0% 1 P / tangible book 2.3x 
Insider sales (last six months): 1 Latest Quarterly EPS Surprise Greenblatt Criteria 
Institutional ownership: 39% Date Actual Estimate LTM EBIT yield 2% 
# of institutional owners: 287 7/27/09 $0.61 $0.44 LTM pre-tax ROC 3% 

  
Operating Performance and Financial Position 

($ millions, except Fiscal Years Ended LTME FQE FQE 
per share data) 3/31/03 3/31/04 3/31/05 3/31/06 3/31/07 3/31/08 3/31/09 6/30/09 6/30/08 6/30/09 
Revenue 1,259  1,605  1,971  2,529  3,343  4,055  4,396  4,415  1,161  1,158  
Gross profit 619  692  823  886  1,112  1,273  748  944  162  358  
EBIT 394  372  506  560  705  666  (194) 146  (128) 211  
Net income 361  322  424  458  651  584  (253) 66  (135) 184  
Diluted EPS 1.18  1.05  1.39  1.48  2.09  1.91  (0.85) 0.22  (0.45) 0.62  
Cash from ops 520  657  764  912  1,346  1,052  617  763  291  436  
Capex 702  496  944  816  786  1,400  1,049  1,405  165  521  
Free cash flow (182) 162  (181) 96  560  (349) (432) (642) 126  (85) 
Cash & investments 1,584  1,879  2,095  2,670  2,977  2,820  3,163  3,185  2,918  3,185  
Total current assets 1,665  1,969  2,471  3,069  3,600  3,567  3,800  4,015  3,631  4,015  
Intangible assets 0  67  70  70  70  70  70  70  70  70  
Total assets 3,686  4,392  5,706  6,925  8,613  9,455  9,545  10,004  9,334  10,004  
Short-term debt 97  121  181  270  351  760  509  365  676  365  
Total current liabilities 564  728  970  1,264  1,779  2,327  2,061  2,044  2,366  2,044  
Long-term debt 1,157  1,304  1,933  2,400  2,603  2,952  3,362  3,623  2,894  3,623  
Total liabilities 1,831  2,217  3,114  3,948  4,818  5,716  5,922  6,211  5,726  6,211  
Preferred stock 0  0  0  0  0  0  0  0  0  0  
Common equity 1,856  2,175  2,592  2,977  3,795  3,739  3,624  3,793  3,608  3,793  
EBIT/capital employed 24% 21% 22% 19% 21% 17% -4% 3% n/m n/m 

  
Ten-Year Stock Price Performance and Trading Volume Dynamics 
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BUSINESS OVERVIEW 
Ryanair operates a low-fares, scheduled passenger airline 
serving short-haul, point-to-point routes in Europe. 
TPG invested in Ryanair in 1996 and took it public in 1997. 
 
INVESTMENT HIGHLIGHTS 

• Low-fare strategy based on “low-cost operating 
model pioneered by Southwest,” according to 
Ryanair’s 20-F. The strategy dates to the early 
1990s when current CEO O’Leary took the helm.  

• Standardized on purchased Boeing 737 aircraft, 
reducing the total cost of ownership. Ryanair 
updated its fleet to newer 737-800 aircraft in 2005. 

• Booked volume up from one million passengers 
in CY92 to 59 million in FY09. Ryanair offers 
1,200+ scheduled short-haul flights per day serving 
145 locations in Europe, with an operating fleet of 
196 Boeing 737-800s (189 seats each). Ryanair 
expects to have 232 aircraft on March 31, 2010. 

• Focus on point-to-point flights on short-haul 
routes eliminates the cost of “frills,” such as meals 
and movies, and layover-related “through service.” 

• Favors secondary airports, which are lower-cost 
and less congested, providing more on-time 
departures. Ryanair’s on-time record* for FY09 was 
88%, better than Aer Lingus (73%), Air France 
(84%), BA (78%), easyJet (71%), Lufthansa (84%). 

• Results helped by high-margin ancillary services. 
Ryanair provides various non-flight goods and 
services to the “captive” audience on its aircraft. 

• 99% of reservations are made through Ryanair’s 
website, lowering third-party commissions and fees. 

• Michael O’Leary (48) has served as CEO since 
1994 and a director since 1988. David Bonderman 
(66) of TPG has served as chairman since 1996. 

 
INVESTMENT RISKS & CONCERNS 

• Is a good business sustainable in a bad industry? 
• Aer Lingus fight. Ryanair spent €407 million on 

30% of Aer Lingus, but a tender offer for the rest 
has been blocked by European regulators. Ryanair 
continues the fight, with CEO O’Leary lamenting 
the “incompetence” and “dead hand” of Ireland’s 
DOT and calling the Civil Service “corrupt.”** 

• Airport fights. Ryanair has aggressively fought for 
concessions from airports and authorities, arguing 
the high costs and an Irish air travel tax of €10 per 
passengers is having a devastating impact on jobs. 

* “On time” refers to arrivals within 15 minutes of schedule. 
** View the filing at http://tinyurl.com/ryanair2009  

SELECTED OPERATING DATA 
FYE March 31 2005 2006 2007 2008 2009 1Q10 
∆ revenue 23% 28% 32% 21% 8% 0% 
∆ passengers 19% 26% 22% 20% 15% 11% 
∆ yield per RPM 1 -15% -8% 0% -7% -8% n/a 
∆ yield per ASM 2 -5% -8% 2% -8% -7% n/a 
∆ cost per ASM 2 -4% -2% 4% -6% 14% n/a 
∆ passenger fare 2% 1% 7% -1% -8% -13% 
∆ ancillary per passenger 3 n/a 8% 14% 12% 7% 2% 
∆ employees 18% 27% 29% 33% 12% n/a 
% of revenue by type:       
Scheduled revenue 86% 85% 84% 82% 80% 79% 
Ancillary revenue 3 14% 15% 16% 18% 20% 21% 
Revenue growth by type:       
Scheduled revenue 22% 27% 31% 19% 5% -3% 
Ancillary revenue 3 28% 36% 40% 35% 23% 13% 
% of revenue by geography:     
United Kingdom 49% 48% 44% 38% 32% 29% 
Other European countries 51% 52% 56% 62% 68% 71% 
Selected items as % of revenue:    
Fuel / oil expense 20% 27% 31% 29% 43% 28% 
Airport / handling expense 14% 13% 12% 15% 15% 15% 
Staff expense 11% 10% 10% 11% 11% 11% 
EBIT 26% 22% 21% 20% 3% 20% 
Interest expense 2% 2% 1% 0% 2% 1% 
Net income 21% 18% 19% 14% -6% 16% 
D&A 8% 7% 6% 6% 9% 7% 
Capex 48% 32% 23% 29% 13% 37% 
Selected operating data (€, unless otherwise noted):   
Yield per RPM 1 .076  .070  .070  .065  .060  n/a 
Yield per ASM 2 .063  .058  .059  .054  .050  n/a 
Cost per ASM 2 .053  .052  .054  .051  .058  n/a 
Booked passenger fare 40.9  41.2  44.1  43.7  40.0  n/a 
Ancillary per passenger 3 6.9  7.5  8.5  9.6  10.2  10.0 
Break-even load factor 63% 65% 66% 67% 79% n/a 
Return on tang. equity 18% 17% 20% 16% -7% 5% 
Tangible equity to assets 46% 43% 43% 41% 38% 37% 
∆ shares out (avg) 0% 1% 1% -2% -2% 0% 

Source: Gridstone Research, Company filings, Manual of Ideas analysis. 
1 RPM = revenue passenger mile, i.e., the average scheduled passenger fare 
revenue for each mile a scheduled revenue passenger is flown. 
2 ASM = available seat miles, i.e., the number of seats available for scheduled 
passengers multiplied by the number of miles those seats were flown. 
3 Comprises revenue from non-flight scheduled ops (71% of FY09 ancillary 
revenue), car rental (5%), in-flight sales (14%), and Internet services (10%). 
 
MAJOR HOLDERS 
CEO O’Leary 4%* | Other insiders % | Cap Re 13% | Gilder 
Gagnon 5% | FMR 4% | FIL 4% | Chieftain 4% 
* Michael O’Leary sold 5 million ordinary shares for €3.75 per share in June 
2009, leaving him with 60 million ordinary shares. 
 
RATINGS 
VALUE   Intrinsic value materially higher than market value?  
MANAGEMENT   Capable and properly incentivized?   
FINANCIAL STRENGTH   Solid balance sheet?   
MOAT   Able to sustain high returns on invested capital?   
EARNINGS MOMENTUM   Fundamentals improving?  
MACRO   Poised to benefit from economic and secular trends?  
EXPLOSIVENESS   5%+ probability of 5x upside in one year?  

THE BOTTOM LINE 
Ryanair is a good business in a bad industry, posing a dilemma for long-term investors. CEO O’Leary took the helm in the 
early 1990s and has built Ryanair’s competitive advantage on superior cost efficiency. Success does not appear to have taken 
the “fight” out of Ryanair, as the aggressive battles for Aer Lingus, lower airport fees and elimination of an Irish air travel tax 
show. Nonetheless, these battles may also hint at the fact that Ryanair is increasingly hitting against the constraints of a 
poorly run industry. We like the company but prefer to wait for a “fire sale” before risking capital in the airline industry. 
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…additional insight into Ryanair: 
 
SLIDES FROM COMPANY PRESENTATION, OCTOBER 2009 
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The Manual of Ideas research team is gratified to have won high praise for our 
investment idea generation process and analytical work. 

 
 “I highly recommend MOI — the thoroughness of the product coupled with the quality 

of the content makes it an invaluable tool for the serious investor.” 
—TIM DAVIS, MANAGING DIRECTOR, BLUESTEM ASSET MANAGEMENT 

 
“We do similar work ourselves.” 

—GLENN GREENBERG, MANAGING DIRECTOR, CHIEFTAIN CAPITAL MANAGEMENT 
 

 “The Manual of Ideas is a tremendous effort and very well put together.” 
—MOHNISH PABRAI, MANAGING PARTNER, PABRAI INVESTMENT FUNDS 

 
“Outstanding.” 

—JONATHAN HELLER, CFA, EDITOR, CHEAP STOCKS 
 

“Your reports provide serious investors with a plethora of bargain stocks and sound 
advice. I highly recommend them.” 

—MIGUEL BARBOSA, EDITOR, SIMOLEON SENSE 
 

“Very impressive.” 
—SHAI DARDASHTI, MANAGING PARTNER, DARDASHTI CAPITAL MANAGEMENT 

 
“It’s little surprise MOI is a winner. When you start with superior stock screening and 

combine it with good judgment, you put yourself in a great position to outperform.” 
—MARKO VUCEMILOVIC, FOUNDER AND MANAGING DIRECTOR, ALKAR GLOBAL 

 
“This is the best institutional-quality equity research to come along in a long time. It 
not only unearths companies with compelling risk-reward profiles but also analyzes 
them with a clear understanding of business economics and competitive dynamics.” 

—PAVEL SAVOR, ASSISTANT PROFESSOR OF FINANCE, THE WHARTON SCHOOL 
 

“I am (as always) impressed with your work.” 
—MARK SPROULE, SCOPIA CAPITAL 

 
“Keep up the great work, you are quickly becoming one of my must-read sources.” 

—CORY JANSSEN, FOUNDER, INVESTOPEDIA.COM 
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WWW.MANUALOFIDEAS.COM  

http://www.manualofideas.com/�


 

 

 

Pay-By-Check Subscription Form 
 

Publisher: BeyondProxy LLC 
 

For faster enrollment, subscribe online at www.manualofideas.com 

 
 
To Do:  Please print this form and fill in the following information legibly and completely. 

 Mail the completed form and payment to:  BeyondProxy LLC 
  235 E 95th Street, 14J 
  New York, NY 10128 
 
 
Your Information: 
 
 
Name:  _____________________________________________________________________________ 
 
 
Firm:  _______________________________________________________________________________ 
 
 
Mailing Address:  _____________________________________________________________________ 
 
 
City:  ____________________________________________     State (if applicable):  ________________ 
 
 
ZIP / Postal Code:  __________________     Country:  ________________________________________ 
 
 
Email:  ______________________________________________________________________________ 
 
 
 
Your Subscriptions: 

 PORTFOLIO MANAGER’S REVIEW:   one year, $999 (12 issues)   two years, $1,898 (24 issues) 

 EUROPEAN VALUE REPORT:   one year, $299 (12 issues)   two years, $578 (24 issues) 

 DOWNSIDE PROTECTION REPORT:   one year, $149 (12 issues)   two years, $288 (24 issues) 

 10X45 BARGAIN HUNTER:   one year, $99 (26 issues)   two years, $188 (52 issues) 

 EQUITIES AND TOBIN’S Q:   one year, $399 (4 issues)   two years, $698 (8 issues) 
 
 
Payment Information: 
  Check enclosed (make payable to “BeyondProxy LLC”) 
 
 
Confirmation: 
We will confirm by email the receipt of your request and welcome you to The Manual of Ideas.  Thanks! 

Questions about your order?  Email us at subscribe@manualofideas.com or call 415-412-8059. 

http://www.manualofideas.com/�

	Table of Contents
	Editor’s Commentary
	Snapshot of 100 European Companies
	In Alphabetical Order
	By Market Value
	By Country
	By Sector

	Top 5 European Investment Opportunities
	Other European Investment Candidates
	Exclusive Interview with Don Fitzgerald
	Exclusive Interview with Professor Max Otte
	Exclusive Interview with Adam Steiner
	Exclusive Interview with Rob Vinall

