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Alr carriers in Europe:

U Generate around 4.5 million jobs

u 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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Aviation is a vital and productive part of the

European economy

European Air Transport: . Value Added per Employee
80 -
Q U 275 billion GDP Aviation .
contribution
60 - Industry average
Q 4.5 million total jobs (*) 50 - Nonfinancial
o H--B--B - _N__1_ i i

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

Source: Oxford Economics, Eurostat (SBS) ﬁ

(*) including direct, indirect & induced jobs N
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The Association of European Airlines ‘
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36 member airlines
12000 flights a day
630 destinations in 163 countries

377 million passengers

6 million tonnes of cargo
392,000 employees

2800 aircraft
Total turnover of U82 billion
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AEA iIs a pan-European association

EU27
Austria: OS
Belgium: SN

Bulgaria: -

Cyprus: CY

Czech Republic: OK
Denmark: SK
Estonia: -

Finland: AY

France: AF
Germany: LH, AB, QY
Greece: OA, A3
Hungary: MA
Ireland: -

ltaly: AZ

Latvia: BT
Lithuania: -
Luxembourg: CV, LG
Malta: KM
Netherlands: KL, 3V
Poland: LO
Romania: RO
Slovakia: -
Slovenia: JP

Spain: IB

Sweden: SK

UK: BA, BD, VS

EUROPEAN ECONOMIC AREA
Iceland: FI

Norway: SK

Switzerland: LX

EU CANDIDATE COUNTRIES
Croatia: OU

Macedonia: -

Turkey: TK

EU POTENTIAL CANDIDATES
Albania: -

Bosnia & Herzogovina: -
Montenegro: YM

Serbia: JU

Ukraine: PS, VV
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Network carriers deliver connectivity & reliability

AEA:

Q 68% RPK of European
Airlines

Q 2.2 million jobs (*)

Q Connects 295 locations
within EU with 352
destinations in other part
of the world.

Source: AEA Research, ICAO
(*) including direct, indirect & induced jobs

AEA members create connectivity due to
flexible NETWORK operations

Network Type (AEA)

Connections

- [ m (s b

(= = - o ==}

Point-to-Point (LCC)

Connections

served: 55 served: 5
AIRFRANCE 4 RYANAIR
Fleet Size 256 224
(IE:Srr\Onpeé:tions served in 6,000 1,000
;Or\]vgu\/r\gesgly Frequency 10 46
it s 1
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Airline groups, niche
carriers and main LCC

operators highly
competitive

LCC characteristics

ASome LCCs are highlighting
connectivity possibilities

Alntroduction of dedicated
premium product elements

Alncreasing services to primary

airports.

Network characteristics |

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 B 4
Association of
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Established carriers are major exporters and create

employment

Network carriers export value is
underestimated

QAEA airlines generate annual sales of U25
billion outside the EU;

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

QAIr transport enables international
tourism spending of U300 billion per year in
Europe;

t&ing
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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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AEA has identified two distinct different markets

Longhaul =
Cyclical Recovery

Short haul =
Structural Challenge

8 AEA carriers are benefittinga AEA carriers face major challeng

from upswing and
expansion in other parts of
the world:

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

Improved yields &
profitability

In Europe:

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

D intense competition, low yield:s

D negative industry perception
from public and politicians
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On long-haul : yields are recovering B s
AEA Longhaul Capacity AEA Longhaul Load Factors
4 5 ASK % growth Jan-Aug 2010 over Jan-Aug 2009 9 - %-pts change Jan-Aug 2010 over Jan-Aug 2009
3 A 7
2 -
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North Asia Africa Mid South X North Asia Africa Mid South x
Atlantic Atlantic Atlantic Atlantic Atlantic Atlantic
Source: AEA Source: AEA

AEA Airlines' Passenger Yields - Longhaul
YoY (%) Change

EUR Cent
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But only a few European airlines are firmly established
In long-haul markets

= Larg@Airlines (with Revenuewer EURSbnN)
AEA Airlines’ EBIIVIarginS (%) In 2010 O: MediumAirlines (with RevenudgUR 1br-> 5bn)
0 = SmallAirlines (with RevenudsUR G-> 1bn)

EBITMargin (%)
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10% - - () )
®
5% 1 ° ° e
N N/
BreakEven| 0% —Q—(.)
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JQ
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(RTKLonghaulTraffic as a % of Total Scheduled Traffic

European Airlines

Source AEA, 22 AEA member airlines, RB222INI0 [ ﬁ E Association of ]




Strong competition from Middle East Carriers

Europe - Middle East

6.0 7 ASKs Billions
[ European Airlines
W Middle Eastern Airlines

5.0 -

4.0
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Hub functions of Europe are shifting to Middle East | !

oy T— =

C apacity from Middle Eac

ASKs
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The problem in some cases: state aids

European airlines cannot compete against state subsidised airlines!

Canada Russia
2 Air Canada @ Aeroflot/Transaero/Russian airlines i-
ABankruptey protection GO Ontergenmeldagsend@oPm | oans of
AGovtt boan i- §100m
. China
United States > Big 3 7-
o Bankruptey Protection i- Gov't éash J_a@
UA, NW, DL, US ete. i- 4??? bn injection of o JA} i
@ Stimulus Meney i- G2.5bn, a1 bn, plus Will ._
part of which going to airport CAAC receive
funding/infrastructure Gulf India SN huge
@ Huge > Air India i taxes/levies bailout
growth of Gow did noney
long-haul < 00m (again)
capacity Thailand
South America > Thai i
@ Brazil -Govv @dnslooans f or G OVW/G D=0 t
aircraft purchases i- 4500m owned bank
bailout of
_ G500m
Argentina
@ Govv mationalisation of
Aerolineas
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In shorhaul market: huge problems + opportunities

Longhaul =
Cyclical Recovery

Short haul =
Structural Challenge

8 AEA carriers are benefittinga AEA carriers face major challeng

from upswing and
expansion in other parts of
the world:

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

Improved yields &
profitability

In Europe:

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

D intense competition, low yield:s

D negative industry perception
from public and politicians




European Yields are in structural

decline

AEA AirlinesPaxYields
Longhaul

AEA AirlinesPaxYields Europe
(excl. Domestic)

EUR Cent EUR Cent

I

2004 2005 2006 2007 2008 2009 2010
SourceAEA RB12

8

13

12

11

10

2004 2005 2006 2007 2008 2009 2010
SourceAEA RB12
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8 - 1973-75 1979-80 2001-03 2008-?
Oil crisis Oil crisis 9/11
77 Economic
» 1981-83 1990-92 1997-98 oo
6 - Economic Economic  Asian
Crisis Crisis Financial
57 crisis M
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World recession =
2 1 GDP growth below 3% P Y
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Source: AEA research, IMF data
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Source: TRI Hospitality Consulting

% growth in occupancy rates
A

Amsterdam
Berlin
Budapest
Hamburg
London
Munich
Paris
Prague
Vienna
Warsaw
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Governments now In financial crisis

N
&)
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2004 2005 2006 2007 2008 2009 2010
Ticket Taxes e o o o o o o

Serbia ’,
Austria
Germany EU 27 GovernmeriDebts Levels
Gt In EUR Trillion
Ireland 75 73
Albania 6.9

Netherlands
ltaly

France

Bosnia & Herzegovina m

Source: AEA research, EC database
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Increasing fuel cost is an extra burden

AEA Jet Fuels Costs in EUR bn

YoY(%)Chng
3.5 -0.7 23.0 19%
ghng- due to A further USD 1 increase
urrency

in jet fuel price per brl. for
30% non-hedged fuel

Chng.dueto (EUR/USD rate)

Chng. due Jet Fuel price  increase

to Traffic .
increase increase needs in 2011, increases
;;;j' AEA fuel bill by USD 91
Fuel 0 million
250

0 i i
%ofTotal Costs A frther increase in

EUR/USD rate of (1 USD
Cent),

reduces AEA fuel bill by
EUR 169 million

% of Total Costs

2010 Jet Fuel Cost 2011f Jet Fuel Co:¢

Source: AEA research,

The fuel cost calculations are based on 2010 and 2011f Km_Flown.

2010 fuel costs = 50% Market Purchases at USD 91.3 and 50% Fuel Hedged at USD 81 per brl.

2011 fuel costs = 30% Market Purchases at USD 127 and 70% Fuel Hedged at USD 91.3 per brl.

Impact of further increase in market price and EUR/USD rate, amounts are calculated based on 2011f Km_Flown. [ ,

ﬁEA Association of
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Fuel costs: How to manage the new situation

Fuel prices:
expected to
remain at high
level

Forecast:
110 US$/bl
in 2011

1!

A Uncertainty on

long term Oil
price
development
Hedging :

can drive Fuel
expenses in
both directions

|

Surcharges/
Fare increase
but pressure to
decrease the
surcharges
with falling
Market prices

counteractive measures

|

A Operational

measures and
Cost savings

impact on
bottom line:

Difference

ZEn
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Costs: Value Chain is still not under sufficient pressure tm
Increase cost efficiency e

AEA Operating Unit Costs (% Chng) AEA Operating Unit Costs (% Chng)
2009 over 2008 2010e over 2009

External Costs excl. Fuel Internal Costs External Costs excl. Fuel Internal Costs
Airport Nav. Other Airport Nav. Other

8% - Chrg. Chrg. 8%,  Chre. Chrg.

6% 6% -

A% - 4 -

2% - I 2% -

o »_ T __

| ]

261 % -

"4% T _4% i

% Source: AEA Research, Operating Unit Cost per AT 6% - Source: AEA Research, Qperating Unit Cost per ATK

ﬂi Association of
European Airlines




In 2011, no significant yield improvements over

2010

AEA Airlines’ Passenger Yields
Total Scheduled

EUR Cent Estimate | Forecast
85
8.0 - . |
85 - I . - .
8.0 - f - - - =
1.3 - i - . - -
7.0 - I . - . .
6.5 - I . - . .
6.0 . T T T T T r
2004 2005 2006 2007 2008 2009 2010e || 2011f

Source: AEARB1Z

2010e Total Scheduled Yields

YoY (%6) Change

9.2%
I s.0%
l_! T T T
-1.8%

a1 Q2 Q3e
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European Airline industry is lagging trend

America

$bn 5.1

+ 10.9%

' Middle
x East . AsiaPacific
DN $bn 0.7
& . + 21,5% N W Sbn 7.7
& +15.5%
America '@? f/ \% 4
"' » & ¢
$bn 1.2 - O
+ 9.5% Africa SAN
4 $bn 0.1
+13.8% <

US$ bn = Net Profits 2010
% growth = Traffic (TKP, ToAkms Performed) 2010/2009 ﬁ

Source : IATA E Association of
ﬁ European Airlines




Passenger
Traffic rrk)

Freight
Traffic

(TFTK)

Yields

(Rev/RPK)

EBIT

2009 2010 2011F
-4.4% +2.6% +5.0%
-16.5% +8.3% +5.0%
-14.5% +8.1% +4.0%
3. . 2.0
| |

% growth

% growth

% growth

EUR bn
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