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STANDARD AND POOR’S CREDIT RATING DECISION 

 
SYDNEY, 7 September 2012: Standard and Poor’s (S&P) has downgraded Qantas’ credit rating 
from BBB with a negative outlook, to BBB- with a stable outlook, confirming that the airline has 
retained its investment grade credit rating. 
 
This brings S&P’s rating in line with Moody’s, which was adjusted in January 2012. It is not expected 
to have any impact on Qantas’ cost of borrowing or access to funds.  
 
Qantas remains one of only two airlines in the world with an investment grade credit rating. 
 
S&P’s change to a stable outlook highlights the inflection point now reached by Qantas as its 
international turnaround strategy is delivered. This includes the proposed partnership with Emirates, 
a US$433 million improvement in cashflow through Qantas’ B787-9 fleet restucture and $300 million 
in annual cost benefits unlocked through transformation initiatives.  
 
Qantas has significant underlying strengths with its profitable domestic network, including a stable 84 
per cent share of the corporate market and a 65 per cent share of the overall domestic market 
through Qantas and Jetstar.  
 
Qantas has a cash balance of $3.4 billion and was free cash flow positive in the second half of FY12 
by $206 million.  
 
 
Issued by Qantas Corporate Communication (5444) 
Media Enquiries: T: + 61 418 210 005 
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Qantas Airways Ltd. Ratings Lowered To 'BBB-/A-3' On Structural Pressures 
In International Operations; Outlook Stable  

MELBOURNE (Standard & Poor's) Sept. 7, 2012--Standard & Poor's Ratings Services said today that it had 
lowered its corporate credit rating on Australian airline Qantas Airways Ltd. to 'BBB-/A-3', from 'BBB/A-
2'. We also lowered our senior unsecured debt ratings on Qantas to 'BBB-', from 'BBB'. At the same time, 
we have removed the ratings from CreditWatch with negative implications, where they were placed on 
June 7, 2012. The outlook is stable.   

"The downgrade is driven by our view that Qantas' business risk profile has weakened, because of the 
structural pressures affecting the airline's international business. These persistent pressures have eroded 
Qantas' market share and inflicted losses on the airline’s international operations in the past few years," 
Standard & Poor's credit analyst May Zhong said. “We view Qantas' recently announced partnership with 
Emirates Airlines to be a positive development. However, material benefits from the partnership may take 
some time to eventuate due to the magnitude of Qantas' losses over the past few years and the increasing 
industry risk.” 

To arrest the downward earnings trend, Qantas is embarking on a number of initiatives to improve the 
return on its international operations. These initiatives are positive from a financial perspective, with more 
than A$300 million of possible annual benefits identified (excluding the potential benefits from the 
partnership with Emirates). In our view, the Emirates partnership, if it proceeds, could improve Qantas’ 
profitability and reverse the decline in its market share on its European routes. However, the structural 
nature of the issue means that it may take some time for the benefits of this partnership to materialize, 
such that Qantas can restore its weakened market position in its international operations to previous 
levels. In our opinion, notwithstanding the potential flow-on benefits of the partnership to its Asian routes 
through better scheduling,  it may be more difficult for Qantas to resolve the structural issue affecting these 
routes. We consider the industry risk to be increasing significantly in the Asian market due to intensifying 
competition. We note that more and more Asian carriers--who have much lower cost bases--have 
aggressively stepped up capacity to increase market share. 

The outlook is stable, reflecting the strength of the airline’s domestic operations and our expectation that 
Qantas will maintain its strong liquidity position. In addition, we expect Qantas’ earnings in its 
international operations to improve, due to the benefits from current and future initiatives of the group. 

A downgrade is likely, if:  

• The operating environment were to weaken significantly, such that Qantas' adjusted FFO to debt 
falls to less than 20%; or 

• Qantas' unrestricted cash or cash equivalents declined to less than A$2 billion; or 
• There is evidence that Qantas’ strong domestic market position is eroded due to any structural 

change in the Australian market.  

We would consider a higher rating if Qantas' international operations were to return to profitability and its 
adjusted FFO-to debt is sustained at about 30%. 

RELATED CRITERIA AND RESEARCH 
• Short-Term/Long-Term Ratings Linkage Criteria For Corporate And Sovereign Issuers, May 15, 

2012 
• 2008 Corporate Criteria: Analytical Methodology, April 15, 2008 

Media Contact: 
Richard Noonan, Melbourne (61) 3-9631-2152, richard_noonan@standardandpoors.com 
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Analytical Contacts: 
May Zhong, Melbourne, may_zhong@standardandpoors.com 
Graeme Ferguson, Melbourne, graeme_ferguson@standardandpoors.com 
 

Standard & Poor's Ratings Services, part of The McGraw-Hill Companies (NYSE:MHP), is the world's 
leading provider of independent credit risk research and benchmarks. We publish more than a million 
credit ratings on debt issued by sovereign, municipal, corporate and financial sector entities. With over 
1,400 credit analysts in 23 countries, and more than 150 years' experience of assessing credit risk, we offer 
a unique combination of global coverage and local insight. Our research and opinions about relative credit 
risk provide market participants with information and independent benchmarks that help to support the 
growth of transparent, liquid debt markets worldwide. 

 

Copyright © 2012 by Standard & Poor's Financial Services LLC S&P. All rights reserved. 

No content (including ratings, credit-related analyses and data, model, software or other application or output 
therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form 
by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's 
Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or 
unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees 
or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the 
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, 
for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. 
The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED 
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS 
FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE 
CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY 
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, 
indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by 
negligence) in connection with any use of the Content even if advised of the possibility of such damages. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the 
date they are expressed and not statements of fact. S&P's opinions, analyses and rating acknowledgment decisions 
(described below) are not recommendations to purchase, hold, or sell any securities or to make any investment 
decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content 
following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, 
judgment and experience of the user, its management, employees, advisors and/or clients when making investment 
and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. 
While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and 
undertakes no duty of due diligence or independent verification of any information it receives. 

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in 
another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such 
acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the 
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have 
been suffered on account thereof. 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and 
objectivity of their respective activities. As a result, certain business units of S&P may have information that is not 
available to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of 
certain non-public information received in connection with each analytical process. 

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities 
or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are 
made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com and 
www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P 
publications and third-party redistributors. Additional information about our ratings fees is available at 
www.standardandpoors.com/usratingsfees. 

Australia – Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services licence number 337565 under 
the Corporations Act 2001. Standard & Poor's credit ratings and related research are not intended for and must not be 
distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act). 

STANDARD & POOR'S, S&P, GLOBAL CREDIT PORTAL and RATINGSDIRECT are registered trademarks of 
Standard & Poor's Financial Services LLC. 

If you do not wish to receive any more promotional e-mails from Standard & Poor's, please email 
privacy.ratings@standardandpoors.com 
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