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Alr carriers in Europe:

U Generate around 4.5 million jobs

t Contribute U 275 bn to the European GDP(1,3%)

U Fly more than 650 million passengers each year

U Are a key promoter of tourism ( 28% of European tourists travel by air)

u Carry about 40% of merchandise value in and out of Europe

(Source: AEA Jan. 2011)
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The Association of European Airlines
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35 member airlines
11,100 flights a day
650 destinations in 167 countries
380 million passengers

6,2 million tonnes of cargo

405,000 employees
2800 aircraft
Total turnover of 086 billion
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Far too low margins due to increasing external costs
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AEA results improve but no room for complacency

2009 2010 2011F
| | |

-4.4% +2.6% +5.0%
Pass_enger % growth
Traffic rrk)
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AEA has identified two distinct different markets

Long haul =
Cyclical Recovery

o AEA carriers are benefittings
from upswing and
expansion in other parts of
the world:

Upturn in (premium)
passenger and cargo
on bouyant trade
volumes

Improved yields &
profitability

Short haul =
Structural Challenge

AEA carriers face major challenc
In Europe:

D fragile economic growth,
austerity measures, high
unemployment, industrial
production lag

b4

D Intense competition, low yields

D negative industry perception
from public and politicians




European Yields are in structural decline

AEA AirlinesPaxYields
Longhaul
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Europe facing debt crisis
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Network carriers deliver connectivity & reliability

AEA: AEA members create connectivity due to
flexible NETWORK operations

Q 68% RPK of European
Airlines

- [ m (s b
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Q 2.2 million jobs (*)

) Network Type (AEA) Point-to-Point (LCC)
Q Connects 295 locations : _
within EU with 352 Connections Connections
. . . served: 55 served: 5
destinations in other part
of the world.
AIRFRANCE 4 RYANAIR
Fleet Size 256 224
Connections served in 6,000 1,000
Europe
Avg Weekly Frequency 10 46
in Europe '
Countries served
outside Europe 65 1
Source: AEA Research, ICAO ,

(*) including direct, indirect & induced jobs ﬁi Association of
European Airlines




competitive

Airline groups, niche
carriers and main LCC
operators highly

LCC characteristics

ASome LCCs are highlighting
connectivity possibilities

Alntroduction of dedicated
premium product elements

Alncreasing services to primary
airports.

Network characteristics ‘

w»

A Stand-alone ops, one way
pricing enabling self
connections as option in
selected markets

AUnbundling: credit card
charges, seat selection, travel
Insurance, etc.

Alncreasing activity in the low

cost market By 4
Association of
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Hotels in major European cities have seen a downturn in occupancy rates since 2007
2010 over 2007

% change in
occupancy rates

-10 -
Amsterdam Berlin Budapest London Munich Paris Warsaw

Source: AEA Research based on TRI Hospitality Consulting HotStats
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2010 Airport Revenue Breakdown

(Note: Revenue category is defined by each individual company)

Aviation
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Estate
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AEA Operating Unit Costs (% Chng)
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Established carriers are major exporters and create

employment

Network carriers export value is
underestimated

QAEA airlines generate annual sales of 025
billion outside the EU,;

.;_-_atahlﬁt E.ffe\q‘s
qatylanevaton &,,

QAIr transport enables international
tourism spending of 4300 billion per year in
Europe;
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QU650 billion of goods trade value is

carried in and out of Europe by air. O
ks

Network carriers have a wider
economic impact

Aviation
Industry

QEU network carriers generate 4 times
more European jobs than inbound 3'd
country network carriers.
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On long-haul : yields are recovering L2

AEA Longhaul Capacity AEA Longhaul Load Factors
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But only a few European airlines are firmly established
In long-haul markets

= LargeAirlines (with Revenueser EURbN)
AEA Airlines' EBIMargins (%) in 2010 Oz MediumAirlines (with Revenué=UR 1br-> 5bn)

@ = smalAirlines (with RevenudsUR 6-> 1bn)
EBITMargin (%)
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Growth opportunities in Eastern Europe

e

Air Passengers
per Inhabitant (2010) R B P S

Slovakia 0.30 s

'?“\1 f:ELAND ;

i

Romania 0.34

Poland 0.37 »
Slovenia 0.41

Lithuania 0.46

Hungary 0.62 SO
Bulgaria 0.65 <
Estonia 0.84 > £
Czech Republic 0.88 et
Croatia 1.00

Latvia 140 et p —— \éﬂ(
EU-15 2.51

Source: AEA Research based on Eurostat, CIA ﬁ
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EU Memberso economic I ndircatoorgu'20

show good perspectives for growth e

Rank GDP per capita GDP growth %

by (US$) 2007-2010
GDP

EU27 30,388 +3.6
Slovenia 21 28,030 +10.9
Czech Republic 16 24,869 +0.8
Slovakia 19 22,128 +15.4
Poland 7 18,936 -3.4
Hungary 18 18,738 -9.5
Estonia 26 18,518 -7.9
Lithuania 23 17,185 +1.9
Latvia 24 14,460 -16.7
Bulgaria 22 12,851 +20.4
Romania 17 11,860

+11.2 ) 4
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International niche strategy for a carrier such as

LOT Polish Airlines

Alliance membership

Group purchasing and sales synergies
STAR-Reputation for quality

Strategic stability

Resolution of Ahub dil emmado
Quality/image

Network synergy

Growth perspective

< <

< <K<K

Eastern Europe expertise

V Route network stability

V Sales lead for Lufthansa Group in several Eastern European
markets

V LOT offers European network served out of a single hub 7 over
100 destinations available

Quality brand
High service standards on board

ﬂi Association of
European Airlines




Trend: further growth for Gulf carrieéisut not justified

by GDP growth

Europe - Middle East
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Source : Consensus forecast, Global Insight June
2010

United Arab Emirates .

2007 2008 2009 2010 2011

GDP growth forecast:
+2.3%
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Hub functions of Europe are shifting to Middle East

problem for European hubs, not necessarily airlines_ .-~

Seats Offered
Index: 2005 =100

Capactiy from Middle Eas
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ME carrier strategy: GROWTH whatever the deman 2.‘ |

Middle East - EU27 Traffic (based on month of June)

Airlines Items 2005 2011 Change
ﬁl Seats Capacity (Arrival) 201,429 375,569 86%
Em?;%tes Freguency (Arrival) 710 1,135 60%
Nr.of Destinations in EU27 15 21 +6

qggl Seats Capacity (Arrival) 26,915 91,321 239%
(:—T[Hf”\D Frequency (Arrival) 115 402 250%
- Nr.of Destinations in EU27 3 10 +7

~ Seats Capacity (Arrival) 58,024 181,996 214%

Qﬁl&& g Freguency (Arrival) 256 748 192%
Nr.of Destinations in EU27 9 20 +11
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Economically, the issue is: is aviation being promoted as

backbone for economic recovery?

North
America

Middle Asla

$bEna%t9 o Pacific
PN . . $bn 10.0

+ 14.6%

¢ N64%

America

$bn 0.9
+6.0%

Africa
$bn .01
+6.5%

US$ bn = Net Profits 2011 forecast
% growth = Traffic (TKP, ToAkms Performed) 2011/2010 ﬁ

Source : IATA Forecast June 2011 Association of
ﬂi European Airlines




If not, financial means are diverted for other

purposes, and aviation cannot play its roles

Profitability vs. charges bgector

EBIT Margin

Iron & Steel
—
Chemicals

Annual charges

ETS

Country
ticket tax

Petroleum Refining

15% 10%

Source: AEA research, EU publications

5%

0 €5 bn €10 bn
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The issue is not competition between airlines, but

the role of aviation for Europe

European Air Transport: .. .. Value Added per Employee

80 -

Q U 275 billion GDP Aviation

: : 70 -
contribution
60 - Industry average
Q 4.5 million total jobs (*) 50 1 Nor+financial
service average
01 [ e e e e e e e e e e - - - — - = - - -

Q 3.3 million jobs in tourism ;.
contributing U165 billion
to GDP

Q
oé\o
N
&
(JO
Source: Oxford Economics, Eurostat (SBS) ‘ﬁ
(*) including direct, indirect & induced jobs
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No Trade
Instrum,ents .
AgAUK (

Subsidies
granted to
non-EU
airlines

EASA not yet
safety focused

Governments
ignore role of
aviation

EU
environment
policy costly,
distortive and

ineffective

DBC
legislation
inappropriate
Security not
harmonized
and funding

not public

ﬂEA Association of
European Airlines




The future:

Delivering a bright future
for European Aviation
and Passengers

5 YEAR STRATEGIC PLAN
2010-2014
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Clear Priorities:

Traffic of European

Promote aviation’s critical role

in Europe’s future

Aviation is a key pillar of Europe’s competitiveness.
Airlines carry about 40% - by value — of Europe's
exports and imports and transport 650 million
passengers peryear to and from Europe. They provide
access to global markets for European business,
secure 4.5 million jobs in Europe, and promote tourism
across the globe, whilst AEA member airlines alone
employ 383,000 people.

Europe (except CIS)

Carriers Cargo (in million tonne kilometar)
e A
700 70
600 = 60
500 / 50
400 — 40
300 30
200 20
100 10
0 4 v + 0
‘e ‘00 01 02 ‘03 ‘04 ‘05 ‘06 ‘07 ‘08 ‘09 ‘10
p. A

Source. World Ar Gargo Forecast
2008-2009; Bosing

Aviation is an integral part of Europe’s
economic prosperity and social cohesion

* Responsible for over 7.7 million jobs (including
tourism) and contributes over 3.1% of Europe's
GDP;

* Facilitates social mobility and maintains cultural
links between European citizens and their friends
and family all over the world;

* European airlines are an essential element in the
political cohesion of Europe providing the only
means of transport to link the Regions to the Centre
and to each other;

= Supports trade links and business ties, stimulates
GDP growth, and enables Europe to participate in
the development of new economies;

+ Aviation positively contributes to maintain high
skilled employment in Europe while not weighing
on Public finances as aviation is a net contributor to
the public purse;

= Airlines, their supply chains and their passengers
all play a critical role in Europe's economic recovery
by linking Europe to the world and facilitating
productivity and investment.

AEA Members will aim at ensuring

that aviation priority projects are at

the heart of the political agenda by
promoting constant dialogue with all EU
stakeholders

= AEA will intensify the dialogue with members
of the European Parliament, of the European
Commission and of the Council of Ministers.
Several aviation agencies such as EASA, SESAR
and EUROCONTROL have been established to
menitor and implement key provisions of the
regulatory framework;

= A recently created Aviation Platform is a further
means of ensuring that European aviation will be
promoted in a concerted action by the Member
States, the EU Institutions and the aviation industry.

Key facts and figures
Air transport contributes € 275 billion to EU
GDP per year.

7

7 million jobs (including tourism) result from
air transport.
o of total merchanc din
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Priority Nr 1:
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