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What affect will United Airlines Flight 3411 have on the

airline, or the industry as a whole?
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Abstract

The recent United Airways incident has prompted outrage over social media.
While passengers are insulted in such unacceptable manner, why would United
Airlines survive in the highly-competitive aviation industry? Base on this incident, we
conducted a series of investigations and analyses to find out the factors that support
United Airlines’ survival. We first conducted a comprehensive analysis on the US
aviation industry, in which we compared various financial ratios and modes of
operations. We then investigated the cause of this incident, PR responses, and the
financial impacts brought by this incident.
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Year 2012. 2013. 2014. 2015. 2016.

Ratio Dec28 Dec28 Dec28 Dec28 Dec28

Gross margin% 48.06 51.21 51.27 61.92 65.52

Operating margin% 0.10 3.26 6.10 13.64 11.87

Net margin -1.95 1.49 2.91 19.39 6.19
Market capital 7773.15 | 13705.05 | 25052.31 20892.15 22928.78

ROE% -63.23 32.96 42.08 129.20 25.68

ROA% -1.91 1.53 3.08 18.95 5.59
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UNITED AIRLINES, INC.
STATEMENTS OF CONSOLIDATED OPERATIONS
(In millions)

Year Ended December 31,

2016 2015 2014
Operating revenue:
Passenger—Mainline $ 25414 $ 26,333 $ 26,785
Passenger—Regional 6,043 6,452 6,977
Total passenger revenue 31,457 32,785 33,762
Cargo 876 937 938
Other operating revenue 4223 4,142 4201
36,556 37,864 38,901
Operating expense:
Salaries and related costs 10,275 9713 8935
Aircraft fuel 5813 7522 11,675
Regional capacity purchase 2,197 2,290 2344
Landing fees and other rent 2,165 2203 2274
Depreciation and amortization 1,977 1,819 1,679
Aircraft maintenance materials and outside repairs 1,749 1,651 1,779
Distribution expenses 1.303 1,342 1,373
Aircraft rent 680 754 883
Special charges (Note 16) 638 326 443
Other operating expenses 5418 5,076 5,139
32215 32,696 36,524
Operating income 4341 5,168 2377
Nonoperating income (exp ):
Interest expense (614) (670) (742)
Interest capitalized 2 49 52
Interest income 42 25 22
Miscellaneous, net (Note 16) (19) (351) (599)
(519) (947) (1,267)
Income before income taxes 3822 4221 1,110
Income tax expense (benefit) 1,558 (3.080) (4)
Net income $ 2264 $ 7,301 $ 1,114

The accompanying Combined Notes to Consolidated Financial Statements are an integral part of these statements.
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Other operating expenses
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# 2 2014-2016 & Al f * f HmFE S A E
Year | Gallons Consumed | Fuel Expense | Average Price | Percentage of Total
(in millions) (in millions) Per Gallon Operating Expense
2016 3,904 $5,813 $1.49 18%
2015 3,886 $ 7,522 $1.94 23%
2014 3,905 $ 11,675 $2.99 32%
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