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Introduction

DV B &Asiation News Summary is published and distributed on a bi-monthly basis by the Airline Research &
Analysis (ARA) department of DVB Bank SE, based in London. The Aviation News Summary provides a review
and overview of recent, relevant developments within the aviation industry and contains information from a range of
sources, including the Internet, trade magazines and company news releases, in addition to our own analyses,
comments and opinions.

We regret that for practical reasons it is not possible to credit each and every source and author individually; however,
we have attempted to credit all sources frequently used in compiling this periodical.

Polis D. Polycarpou

DVB i Airline Research & Analysis (DVB-ARA)

General Airline & Air Transport Developments

IATA - International Passenger Traffic and Air Freight (June 2010)

Air travel and freight markets continued to show

. . June 2010 (Percentage Change over June 2009)
strong growth in June 2010. Strong results in

. S . Passenger Freight
Carriers
conse.cutllve mo_nths of May anq June_ indicate that RPK% | ASK% | PLE% | ETK% | ATK% | ELE%
the dip in traffic experienced in April due to ash [Afica 213 121 69.0 54.0 233 287
plume airspace closures in Europe was a temporary | Asia/ Pacific 15.5 4.4 77.9 29.8 20.5 66.6
shock to the strong recovery in demand seen this | Europe 7.8 4.3 81.0 15.3 21 52.0
year. Latin America 14.7 9.5 73.8 44.9 25.3 43.2
Middle East 18.0 13.1 76.6 39.6 17.9 48.0
p ¢ | int ti | ket North America 10.8 5.6 86.6 24.2 5.9 415
assenger travel on - international = markets, Mrqiey 11.9 | 59 | 798 | 265 | 122 | 538
measured by RPKs, was 11.9% higher in June than
a year eoar“?r' Freight traific, measured by FTKs YTD January i June 2010 (Percentage Change over Jan-Jun 2009)
was 26.5% higher.
RPK% | ASK% [ PLF% | FTK% | ATK% | FLF%
Industry 7.9 2.0 77.1 28.3 6.8 54.4

In ‘]une passenger trafflc expanded at an IATA statistics cover international scheduled air traffic; domestic traffic is not included. All figures are
annuallzed rate of jUSt over 6% Although thIS |S provisional and represent total reporting at time of publication plus estimates for missing data.

below the 9% seen in the first quarter of 2010, it is still certainly robust growth. This growth, on the back of economic
recovery, has seen international passenger traffic now rise to levels 1-2% higher than their pre-recession peak in Q1
2008.

On a seasonally adjusted basis, freight traffic declined from May to June, however the rise seen the previous month
as% was exceptionally high and it is likely that volatility in the
i monthly data may be affecting the results here. In the
first six months of the year international freight traffic
. | has grown at an annualized rate of 26% - well above
historical trend rates of growth. The level of international
air freight in June was 6% higher than its previous peak
in early 2008 before the recession.

25%

15%
- TT%

o —\_/—/\A\ - 75% . .
The passenger load factor on international markets was

- 79.8% in June. After stripping out seasonal factors, the
®  load factor is 78.3%, remaining in the 78-79% range
seen over the last six months. Since the beginning of
the year capacity has been added at a similar rate to the
\ PP emmfER L) —FTK%G"’M"| growth in demand, resulting in this consistent load factor
2% 8% picture.

January 2007 July 2007 January 2008 July 2008 January 2009 July 2009 January 2010

%-Change Y-Y Growth
Passenger Load Factor (%

-15% 71%

In June capacity on international passenger markets was being added at an annualized rate of 10% which outpaced
demand growth. It is too early to say if a downward trend in load factors has begun. However significant new aircraft
orders like the 400+ announced at the Farnborough air show point to an increased risk of downward pressure on load
factors if additions to capacity accelerate.
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The balance of Juneds results would point to continued g
evidence of a loss of momentum. Some recent economic news has created uncertainty about economic prospects for
Europe and even the US. However business confidence indicators remain relatively high.

The completion of inventory restocking and the tailing off of government fiscal stimulus means entry into a new phase
for air transport markets. However, it is likely that t#h
further growth is expected over the months ahead.

APRIL 2010 vs. MARCH 2010

Looking at the month-to-month change after removing normal seasonal variation gives a good view of recent
developments in markets, although care needs to be taken because the comparison between months can be
obscured by data volatility.

In June, airlines in Europe and North America i regions still experiencing relatively weak economic recovery i
returned some of the higher passenger growth rates. Asia Pacific and Latin American airlines showed negative growth
on the month, but this is more a function of data volatility than a reflection of market dynamics 17 these regions are
experiencing strong economic growth which will drive additional traffic.

Freight results were negative in many regions as a result of the exceptionally large increases reported in May. The
overall growth trend remains positive.

AIR TRAVEL VOLUME RECOVERY TREND CONTINUES

Volumes in international passenger markets, measured by RPKs, continued climb in June, resuming the upward trend
which was interrupted temporarily by the ash plume airspace closures experienced in Europe during April. Passenger
traffic grew at an annualized rate of 6%, reaching a level now 13% above the recession trough and 1-2% higher than
the pre-recession peak.

s0.0% T Growth in June was slightly slower than the 9%
— = Apr10 annualized rates seen during the first quarter of 2010
21.3% i and this may indicate the beginning of a slower phase of

20.0% | 18.0% gr owt h. However, t wo mont hs ¢
) iy 147% make a trend. While the seasonally adjusted regional
- v %% data above shows Asia-Pacific airlines in negative
10.0% 7.8% territory for the month T possibly reflecting efforts to

control economic growth in countries like China where

GDP growt h has ©tibis wmaelikelytoo 1 C
B B be volatility in the data. Latin American airlines (also
5.0% | showing negative results on the month-to-month
comparison) recorded solid growth of 14.7% in June
compared to the same month last year. While much
15.0% lower than the 23.6% result reported for May, that is
Africa Asia Pacific Europe  Latin America Middle East North America  TOTAL |arge|y due to the May resu|t being boosted by the
significant fall in traffic in the region experienced in May 2009 as a result of the Influenza A HIN1 outbreak. Both these
regions are expected to continue to see solid rates of traffic growth on the back of further economic expansion. They

may have pulled down the overall industry growth rate this month on an exceptional basis.

% Growth in RPK:
i
o
B
|
|

0.0% -

-10.0% -

For the second consecutive month Europe was the only region where airlines reported single digit traffic growth over
the 12 months to June. However, the month-to-month comparison points to respectable annualized growth of 6.2%, in
line with the industry average. North American airlines expanded traffic volumes at an annualized rate of close to 24%
in June - the fastest rate among the larger aviation markets. Airlines in this region are now operating a similar volume
of international traffic as at the pre-recession peak. Strong growth, recovering volumes and industry leading load
factors will all be contributing to the solid 2Q financial results for North American airlines now being announced.

Middle Eastern airlines continue to experience strong traffic growth, reporting an 18% increase on June last year.
Economic growth is strong in the region and airlines continue to attract additional long haul traffic through their hubs.
African airlines also posted significant traffic growth in June, no doubt boosted by activity related to the football world
cup held in South Africa.

3 Airline Research & Analysi®VB Bank SE
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While concerns about the fragility of the economic recovery in several regions are warranted, the traffic results from
June do not point to a significant change from recent trend growth over the months ahead. Further growth in volumes
is expected, although it should be remembered that over 2 years of growth were lost during the recession.

AIR FREIGHT VOLUME GROWTH MAY BE MODERATING BUT STILL STRONG

International air freight volumes were 26.5% higher in June than during the same month last year. Following an
exceptionally strong boost in May, the seasonally adjusted level of freight tonne kilometres fell by -3.3% in the month-
to-month comparison. However, trend growth remains very strong with freight volumes expanding at an annualized
rate of 26% during the first half of 2010, well above the 6-7% historical growth trend seen in the last two decades.

This growth has driven air freight 6% beyond pre-recession levels, although as with passenger markets more than 2

years of growth have been lost in the interim. Freight
soom | Growth across the regions continues to follow economic
P, May-10 recovery and trade growth patterns. Over the first half of

soom 21 2010 traffic for airlines based in the Asia Pacific, Middle
' 44.9% East, Latin America and Africa has grown at annualized
B rates in excess of 30%. However in North America and
29.8%
I 15.3%

IS
=3
)
X

Europe, regions experiencing weaker economic
recoveries, annualized growth rates have only been half
ay | 22%% that rate. In June, freight volumes for European airlines

| I were still 5-6% lower than the pre-recession peak

% Growthin FTKs
w
o
[=]
X

00 making Europe the only region not yet to recover to pre-

recession volumes. However annualized growth rates
for Europe have improved from 12% in the first quarter
of this year to 28% during the second quarter i so the
freight markets in Europe may have turned a corner.
Despite still weak economic conditions in the region, the
low value of the Euro will be helping European exporters and driving freight volumes for airlines in the region.

10.0%

0.0%

Africa Asia Pacific Europe Latin America Middle East North America ~ TOTAL

With inventory-sales ratios returning to pre-recession levels it is likely that the stimulus to freight traffic offered by the
restocking phase of the economic recovery is drawing to a close. The June traffic data does not provide a clear
indication on the extent to which this is being felt in the market i data for future months may reveal more.

PASSENGER LOAD FACTORS REMAIN HIGH

In the 12 months to June available capacity on international markets, in terms of ASKs, has grown by 5.9%, whereas
traffic has grown at twice that rate. This has pushed up passenger load factors by 4.2 percentage points to 79.8%.

S010% Since the beginning of 2010, the rate of reintroduction
of capacity has more or less matched the increase in
traffic, keeping the PLF at a steady (but high) level of
B210% 78-79% on a seasonally adjusted basis.

81.0%
79.8%
pp— Higher load factors have supported yield increases
: 77.3% A . . ..
T . which is helping airline revenues. June data from US
75.0% 73.8% 73.9% airlines shows that year on year yield growth
accelerated to 20-30% on international markets during
000 g90% N the second quarter of this year i although yields have
: yet to return to pre-recession levels in absolute terms.

65.0%
From May to June capacity rose at a rate of 10% on an
annualized basis i a higher rate than the growth in

60.0%

Africa Asia Pacific Europe Latin America Middle East North America  TOTAL trafﬁc'_ HIStOI‘Ically'[he indUStry has Struggled Wlth over

capacity contributing to lower load factors and poor

profitability. If the 400+ large aircraft orders and commitments made at the Farnborough Airshow in July are any
indication, the risk of excess capacity putting downward pressure on load factors in the future remains.

= Jun09 86.6%

HR Jun10

)
o
=)
B3

Passenger Load Factor (%

4 Airline Research & Analysi®NVB Bank SE



JUNE JULY2010 DVB AVIATION NEVES/MMARY ' 'l 'l : |
A

FREIGHT LOAD FACTORS DIP FROM RECORD LEVELS

e 66.6% The June seasonally adjusted data shows a sharp dip in
= 3un09 freight load factors, but this appears to be more related
o001 | o ey [0 the month-to-month volatility seen in the demand data
52.0%
L C  m The load factors remain at historically high levels. The
2 oo ' LS divergence in load factors achieved also remains a
= feature, with trade-driven Asia Pacific topping the table.
o
%30_0% 28.7%
£
20.0%
10.0%
0.0%
Africa Asia Pacific Europe Latin America Middle East North America ~ TOTAL

IATA T Premium Traffic (May 2010)

The upturn trend in air travel is back on track after being
wy dented in April by the closure of the European airspace,
following the eruption of the Icelandic volcano. Premium
10 - traffic expanded by a strong 18.7% in May, after slowing

./\/_/—/\/\/\ _/\/ to a rise of 1.1% in April. Total passenger numbers on
. , VA ‘ - international markets expanded by 10.9% from the level
W V seen the previous year.

9% Growth, Year-on-Year

0] Economy travel was 10.2% higher in May this year than

preT— a year ago. In the first five months of the year, its level

20 1 averaged 5.5% higher than a year ago while premium

averaged 10.5% over the same period. The pace of

30 expansion for premium ticket travel continued to exceed
Jan-07 Jul-07 Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 economy travel

Both travel classes have been rising strongly from the very low levels reached during the 2008-2 0 0 9 nGr e
Recessiono. Adj ust ed f avel has isensalmoshtiidce tag/far in parcentageutermstfrom its 2009

low as economy travel but, such was the depth of the fall of the premium segment, current levels are still 10% below
pre-recession peaks whereas economy travel is now 5% above its pre-recession peak.

Growth in premium and economy classes is being driven by business travellers rather than holidaymakers. As world
trade and business confidence continue to expand, passengers travelling on business have returned. Risk of
unemployment and consumer  debt

o . . International Premium Traffic Growth by Route - May 2010
remaining high in most developed

economies, has led consumers to take a 120% 1
conservative approach on their spending by 100% 1
cutting their travel budget for holidays. This 80%

has been slowing the pace of recovery in
leisure travel.

60% -
40% -

% Growth

20% +

The regional picture of growth remains
unchanged with strong rebound in premium
passenger numbers in Asia and Middle East
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while routes linked to Europe and North FssopowouelFesuddFESERE Q3
America are lagging behind with modest TEITEIEFSFUET fLiggf¥eg,2 888
growth rates due to weak economic ggzg‘:ggﬁgggg 5925555353828 2°
conditions. On the North Atlantic market, 33 £ é;};u% u 2BI2g% £”§§§§
total passenger numbers were down 0.4% < £ E< 5 3 £525% = <IET3

Oé ;Z =z s g'—'—gm =

during the first five months of the year.
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IATA T Airlines Financial Monitor (April 1 May 2010)

Financial Indicators

Airline share prices up 10% so far this year as profitability improves

Bloomberg Airlines Index

7 e B Airline share prices rose during the past month, reaching a
250 level 10% higher than beginning of the year by the end of July.
Asia Aiines Geography is still playing a role, with Asia-Pacific and US
0 airline shares now up over 9-11% since the beginning of the
2 il Furopean frines year on the back of much improved operating conditions,
i whereas European airline stocks are up barely 1% over the

Worvide Altinos same period.
ol With the FTSE Global All-Cap index still down 2% this year,
m global airline shares are outperforming the wider market,
-————————————— indicating that investors continue to take positive view on

o o R G K

P ISLESFFSS S global airline financial prospects.

\°‘<°o;°° oﬁé"’v s @9990@5; oy cﬁqgoé?@""‘&s*‘“&@aqﬁ‘boégl""&sf i&&oﬁ@w&'&
US airlines report a much improved Q2 and promising first signs for other regions

In US $ Million It is still early in the reporting season, but with several large US
airlines announcing results we can see that profitability is

# Airlines Q2 2009 Q2 2010 _ _ L i ) .
Operating_Net post-tax | Operating_Net post-tax much improved in Q2. The 11 airlines in that region reporting
11 North America 454 -540 2907 1481 i illi
s |acopacie ooy o1 oo s so far announced net profits of almost $1.5 billion compared to
5  |Europe* -509 518 272 279 losses of half a billion in the same quarter last year.
; (L;mn America | 35 4 113 61 Although fewer airlines have reported in other regions, the
> Sanf;,,e o == = o7 =55 early signs are encouraging with both Asia and Europe moving

into operating profits. Europe still appears to be suffering at the
net level, however.

Fuel Costs

Jet fuel prices remain in range band but concern over future rises

* excludes gains from Amadeus IPO

By late July jet fuel prices sat near the lower end of the $80- = s IS e pstor s e e
100 range seen since the beginning of this year. However nm ShelPEeFo Dol et Bare)
even at this level, the average price for the year to date is 24% % \ ouseonpeac

higher than for the full year 2009. 77\\ s

Mixed economic news in the US and Europe may partly 10000 N \
temper upward pressure on oil prices but growth continues
apace in other regions increasing energy demand. 7500 | v

Spot Price FOB ($/bbl)

The balance of respondents t( =
Confidence survey indicate that input costs i dominated by

fuel .I. are Iikely to rise Over the year ahead- 25.0.?5"«07 Apr-07 Jul-07 Oct-07 Jan-08 Apr-08 Jul-Dﬂ:{ﬂB Jan-09 Apr-09 Jul-09 Oct-09 Jan-10 Apr-10 Jul-10
Demand
Continued strong growth in traffic demand during June Y T ‘

25.00%

International passenger and freight markets continued to show
strong growth during June, reaching respective levels 11.9%
and 26.5% higher than the same month last year.

15.00%

Regional variation is still evident, with the recovery in Europe | /\ /\/—

v
lagging behind double-digit growth seen elsewhere. some \’\-\/\/

The completion of the restocking phase of the inventory cycle 1s0ms
and withdrawal of fiscal stimulus is likely to slow growth over
the second half of the year, but this has not happened yet. o or s o o e o

6 Airline Research & Analysi®VB Bank SE
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Capacity
e Passenger capacity increasing in pace with demand
growth... for now
10% ==ASK % Growth
5 This year passenger capacity has returned at a rate more or
B g < : less matching the expansion in demand. In June capacity
2 increased slightly faster than demand 1 at an annualized rate
¢ » A e of 10% vs. the 6% demand increase.
5 It is too early to say whether this begins a phase of significant
5% new capacity increases but this risk remains. Careful decisions
on further additions to capacity will need to be made, especially
o if demand growth slows over the second half of the year.
Jan 2007 Jul 2007 Jan 2008 Jul 2008 Jan 2009 Jul 2009 Jan 2010
Load factors still close to all-time-high seat utilisation o
rates in passenger markets o \ — 00

Capacity increases at the same rate as, or only slightly ahead
of, demand has kept passenger load factors at very high levels
during the first half of the year. In June the international
passenger load factor was at 79.8%.

77.0% \ /

75.0%

73.0%

Monthly Passenger Load Factor (%)

North American airlines, posting a load factor of 86.6%, top the
regional table. This high level of capacity utilization is one of T10%
the key drivers behind the improved profitability being

announced by airlines from the region during 2Q. 60.0%

Freight and freighter capacity utilization still high

58% Freight load factors i measured as the proportion of available

2008 freight tonne kilometres filled i remains at historically high
A . levels. In June, adjusted for seasonality, the load factor was
) 54.5%. This is more than ten percentage points higher than
that achieved during the freight traffic slump during the

56%
54% -
52% -
50% -

48%

an recession.

44%

a2% | 2008 Freight traffic growth is expected to moderate back to single

40% 1 digit rates as restocking and fiscal stimulus tail off which may

38% T ————— put downward pressure on this load factor over the months
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec ahead

Average fares rising but volatility evident and still down on pre-recession peak

20% 4

15 Fares on international markets have risen on the back of
10% returning demand and relatively tight supply conditions, but the
5% \’\ Economy fares growth rate stepped down in May.

0% T T % T T T T T T T T T

o / Ao Vi

Premium fares rose 8.5% compared to year-earlier levels and
economy fares were up 4.5%. This is slower growth than seen
in April but could be due to data volatility. Data on US airlines

% change over year
&

25% | Premium fares reported by the ATA shows an acceleration in fare growth in
o both premium and economy markets over June-July so this dip
B R SR ANCSIIE S R A . ~
FEFEFE & FEF & FFEF & F may be reversed with next mont ho

While fares have risen from their recession trough, they still remain around 15% below their pre-recession peak of
mid-2008. .
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Fleet expansion continues to accelerate as aircraft taken out of storage

w0 Fere s mRe For the second month running, close to 100 aircraft were
removed from storage i most to return to active service.
Another 106 new aircraft were delivered during the month.
50 Retirements were up slightly to 33 in June i but even so the
fleet is expanding at a rapid rate. This increased capacity may
be coming on stream to meet peak season demand and could
also indicate airline confidence in further recovery in markets.
T oty But it could also signal a softer load factor and yield
ano ) 2o environment ahead.

e & & & & @ e P & @ ) S ) 3 o
& S IS & i B I N 1N N N
L S & F &

90

Aircraft per month
5

30

& s
N The 400+ large aircraft orders and commitments announced at
the Farnborough during July show that the industry sees significant growth ahead. These new aircraft will bring further

environmental benefits too, but may also make the challenge of matching supply to demand much more difficult.

IATA T Airline Business Confidence Index (July 2010)

Profitabilit
80.0%1 e— Almost 70% of respondents reported improved
ey 69.2% 69.2% profitability during Q2 2010 and a similar high proportion
NextTwelve Months expect further improvement over the 12 months ahead.
£0.0%1 Stronger demand due to improving economic
- performance has been key in improved performance.
= Higher load factors have helped yields, driving revenue
§4°-°%* growth and improving the bottom line. Some airlines still
2 ool oo report softer profitability, driven by increased competition
23.1% on key routes or by shocks such as ash clouds. FOREX
20.0% shifts have also hurt some airlines while helping others.
10.0% 7.7% . . . . .
38% - Regional variation still exists, although less pronounced.
0.0% . Recovery in European airlines still appears to lag behind
Deterioration / Decrease No-Change Improvement / Increase other regions 'i' 30% reporting declining profitability

However, 60% of European respondents report improved profits in 2Q, possibly indicating a turning point in prospects.
The relatively stronger economic recovery across other regions continues to drive reports of profitability improvement.

Confidence about further improvements in profitability over the 12 months ahead remains high. The view is that
economic growth will continue to recover across the regions and that relatively tight capacity will keep load factors
high. A growing proportion see stability in profitability, partly due to the offsetting effects of higher fuel costs. Some
regional variation remains. Europe is the only region still registering possible profitability decreases, although 80% of
European respondents are positive on prospects. In the Middle East, two thirdsof r espondentbaege@ci
profitability indicating a fairly stable outlook. In the Americas and Asia Pacific two thirds expect further profit increases.

Demand

Strong traffic growth was reported on both the 50.0%1 e 84.2%
passenger and cargo sides of the business during the  soo% 80.0%
last quarter. More than 84% of respondents reported extTwelve Monts

. . . . 70.0% -
increases in the passenger demand over this period.

This picture is consistent with the growth seen in , 600%
international passenger kilometres of more than 7% over
the first five months of the year i above the annual
growth trend for the last two decades. The majority of

50.0% -

40.0% -

% of Respondent:

respondents from all regions reported increases, 30.0% |

although a third of Europe ,, 0
changed or deterioration. oo 0 100 10.0% r
traffic over the 12 months ahead remains strong with 80% : 5.3% -
expecting increases over that period on the back of and 0.0% -

improving economic OUtIOOk. Deterioration / Decrease No-Change Improvement / Increase
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Only half of European respondents expect improvement and a third actually expect further decreases i reflecting the
relatively slow pace of economic recovery in the region. On a weighted average basis, the outlook for passenger
demand for the 12 months ahead is 85.0.

Over 83% of respondents reported stronger cargo traffic in the last quarter. Airlines are seeing the benefits from a

90.0% | ) sharp recovery in world trade which has led to demand
a0.0% et Thee Honhs o for international air freight rising at year on year rates

Next Twelve Moths 73.9% approaching 30%. The outlook for further cargo volume
T0.0%1 growth remains positive. More than 70% of respondents
60.0%- expect further improvement. However, a quarter now

expect volumes to stabilize i up from 9.5% expressing
this view in our April survey. Much of the recent strong
40.0%1 recovery in cargo traffic has been driven by re-stocking
30.0% 26.1% activity as economies emerge from recession. The
growing proportion of res pondent s -¢ Imandheed

50.0% -

% of Respondents

200% 1o category may indicate that this inventory cycle is coming
10.0% to a close. Cargo traffic growth rates may moderate
0.0% 0.0% 00% ‘ ! somewhat over the year ahead 1 further growth in
Deterioration / Decrease No-Change Improvement / Increase frelght traffic will be dependent on renewed trade aCtiVity
beyond re-stocking.

Yield
Half of respondents now report passenger yield increases during the last quarter, up from a third last survey. Airlines
EOEED, are seeing strong demand and higher load factors. An
Last Three Months 72.2% improving share of business class traffic is also
70.0%1 Next Twelve Months supporting higher average yields. However a significant

minority (more than a quarter) are still reporting weaker
oo yield performance. Competition is increasing on key
50.0% routes as capacity is reintroduced. In most regions a
majority of respondents are seeing yields rise, although
in the Middle East & Africa the bulk of responses

60.0% -

40.0% -

% of Respondents

30.0% |  278% indicate vyield stability with two-t hi r d s i ndica

oo 22,20 22.2% changeﬁl during _th_e previous
encouraging sign, however by April this year average

10.0% oo fares on international markets were still 10-15% lower

oo ! than pre-recession levels, so there is some way yet to

go before yields return to more normal levels. Some
airlines report holding back on significant fare
adjustments in the short term due to uncertainty over whether the market will support rises at this stage.

Deterioration / Decrease No-Change Improvement/ Increase

The outlook for passenger yields for the year ahead remains positive with over 70% of respondents indicating that

yields should increase.

A solid majority of respondents reported that cargo yields increased during the last three months. This helps the

wei ghted average balance of responses -chamtyie d undicatinge gieldr i s ¢
increases. In fact, with a score of 72.0, this indicator has risen back to levels last seen in mid-2008 before the
precipitous fall in cargo traffic later that year. With 0.0%-

capacity tight on some directional markets and load Last Three Months
factors at record highs, cargo yields have been 60.0%- Next Torehe Monthe
strengthening. Expectations for cargo yield improvement 52.0%
over the 12 months ahead still remains high. However 5010%3

this outlook has moderated slightly from the levels seen

in recent surveys. The proportion of respondents
indicati rcghatnlgetd dmo cargo vy
the year ahead has grown from just over a third last
survey to more than half in July. In addition to reflecting oy
the effects of increasing cargo capacity, it is possible

that pick up concerns over whether the impetus given to 10.0%

60.0%

44.0%

40.0% -
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24.0%

16.0%

yields from restocking activity early in the recovery will 0% J e
continue as this phase of the inventory cycle comes to a 0.0% - ‘ ‘ o
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Regional Developments
Asia Pacific

Preliminary figures for the month of June released by the Association of Asia Pacific Airlines (AAPA) reaffirm the
strength of the ongoing economic recovery, with significant growth reported for both passenger and freight traffic. Asia
Pacific based airlines carried a total of 15.1 million international passengers in June, a sharp 25.2% gain compared to
the depressed volumes seen in the same month last year. International passenger traffic, measured in revenue

40% as  Passenger kilometres (RPKs) grew by 19.0%, indicating
‘ Passenger Load Factor % Change in RPk ===0% Change in FTI1 .

I\/\/\ particularly strong growth on short-haul routes.

a0% - V=  Available seat capacity grew by a moderate 6.4%,

resulting in an 8.5 percentage point increase in the
% A B 000 A .l average international passenger load factor to 79.5%.

International air cargo demand also remained robust in
June, with Asian carriers reporting a 30.4% growth in
freight tonne kilometres (FTK) compared to the same
| ™ month last year. Even with a 22.1% expansion in freight
-10% - ‘ capacity, the average international cargo load factor
grew by 4.5 percentage points to reach 70.8%.

10% - - R H

g
<;
g
PLF (%)

%-Change in RPKs/FTk
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Commenting on the results, Andrew Herdman, AAPA
-30%Jan07 Juko7 Jan08 Jukos Jan09 Juko9 Jan10 = DI r e C t O r G e n e r a I fIrSShaIi wthe yéaD u r I r
Asia Pacific carriers carried 89 million international
passengers, 14.9% up on the same period last year, spearheaded by a strong recovery in regional traffic. At the same
time, international air cargo demand climbed by 34.8%, marking a dramatic recovery from the steep declines in
international trade we experienced in the same periodlast year . 0O

Mr Her dman add e-basedididires heave Begrca sblid ecovery in leisure and business travel, as well as

robust air cargo demand, with overall traffic back to pre-recession levels. Capacity increases have been relatively
restrained, leading to higher load factors and improving cost efficiencies as airlines work towards restoring
profitébilciothyc.lduded, iThe business outl ook for t h ethec o mi
International Monetary Fund projecting a global economic growth rate of 4.6% for the year, led by 9.2% growth in

Asi ads more dynamic economi es .meefthe dxpectesl growndhrire demaed, throughoas i t i
combination of new aircraft deliveries and further improvements in fleet utilisation. However, even with an improving
revenueenvi ronment, strict cost disciplines are still the ki

North America

Entering 2010, for the members of the American Air Transport Association (ATA), passenger traffic finally broke
through the positive growth barrier, despite a negative dip in February and April - undoubtedly due to the chaos
- 88.0% caused by the Icelandic volcano ash cloud. Capacity
also followed a similar upward trend.

24.0%

‘ mm Passenger Load Fact:  RPMS Yr/Yrmmm= ASMS Yr/Yre—eRTMS Yr/Y‘

20.0%
- 86.0%
16.0% . . . .
International routes experienced a sizeable increase

in traffic growth during June 2010 of 9.2%. Domestic
routes also reported a smaller increase of 2.2%.

12.0% - 84.0%

8.0%
- 82.0%

- 80.0% Hence, Systemwide RPM growth increased by 4.5%
above June 2009 figures. Pacific routes recorded a very
healthy increase, growing by 16.9%, followed by Latin
routes at 10.8% and the Atlantic routes at a more
modest 5.3%. Systemwide capacity recorded a small
- 74.0% increase of 2.0% resulting in an overall 2.1 point
increase in passenger load factor, maintaining an
iz impressive level of 86.9%.

% Change-6-Y
Passenger Load Factor (9

- 78.0%

- 76.0%

Jan07 Apr-07 Juk07 Oct07 Jan08 Apr-08 Jut08 Oct08 Jan09 Apr-09 Juk09 Oct-09 Janl0 Apr-10

Year-to-date figures for 1H 2010 showed Systemwide traffic increasing overall by 1.8% compared to the previous
year. Capacity decreased by -1.3%, hence allowing Load Factor to substantially increase by 2.6 percentage points,
reaching a respectable 81.7%.
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CARGO Revenue Tonne Miles on American carriers had been falling for over thirteen consecutive months since July
2008 where RTM growth was 2.9%, down to the trough where they had reached a crippling negative growth rate of
21.5% in April 2009. Rapid improvement has been witnessed since then and most recent figures leading up to June
2010 have mapped out a phenomenal surge in activity, the latest reaching 18.7% growth compared to June 2009.

The year-to-date RTM figure for 1 QI remains large and positive at 18.2%. Nonetheless, it must be noted that these
impressive growth figures are year-on-y ear comparisons to the industryos
though encouraging, must not be read too enthusiastically.

Europe

The Association of European Airlines has released traffic and capacity data for its members in May 2010, along
with a projection for June. The May figures continued to be somewhat affected by the Icelandic volcanic eruption as
localised airspace closures were imposed in the UK, Ireland and parts of Portugal, Spain, Southern France and
Northern Italy. The number of flights cancelled was about 10,000 i 10% the figure for the extended closures in April.

10.0 |

Overall passenger traffic (RPK) was up 4.3% over May

2009, which at -8.2% had been one of the most deeply- o - AN | a0
depressed periods of the 2008-9 downturn. Neither '
European nor transatlantic traffic  contributed o 780

substantially to the May 2010 increase although Far
Eastern volume, at plus 5.5%, grew at above the
average rate. Only Europe-Caribbean and Latin
American routes significantly bucked the trend, with
double-digit increases. The traffic increase was
accommodated within a 0.2% increase in capacity, 150 -
leading to substantially improved load factors. The
overall figure, of 76.2%, was 3.1 percentage points up 200
on May 2010. Long-haul load factor reached 80.3%, the
first time that a May result has exceeded 80%. =0

Jan07 Juko? Jan08 Jukos Jan09 Juko9 Janl0

-5.0

Growth %Change ¥%-Y
Passenger Load Factor (%

PLF (%) RPK %Change ===TFTK %hange I

Airfreight volume grew by 17.3%, the highest monthly increase for more than 15 years, although measured against the
near-collapse of the airfreight market during the recession.

The outlook for June 2010, derived from weekly data, indicates a passenger market growth of about 8%, driven
largely by Far Eastern traffic. Should it be confirmed by the final monthly data, this would be the first sign that the
sector has recovered to pre-recession levels.

Latin America and Caribbean

The Latin American and Caribbean Air Transport

Association (ALTA) announced that its member
~m% airlines carried 10.7 million passengers in May 2010, up
22.7% from the previous year. In addition to passengers
increasing 22.7%, traffic (RPK) grew 23.3% and
capacity (ASK) increased 12.6%. PLF climbed to 67.3%,
5.9 percentage points higher than in May 2009.

60%
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30%

- 70%

20%

10%

%-Change Yo-Y
Passenger Load Factor (%

ALTA member airlines experienced substantial growth in
May 2010 led largely by Mexican carriers making a
sizeable comeback following considerable decreases in
traffic in May 2009 as a result of the pandemic N1H1. In
addition, airlines outside Mexico also experienced good
“eow  performance, all pointing to significant overall
Jan07 JUOT  Jan08 . Juk0B Jan09. Juk9. - Jand0 improvement in the health of aviation in the region.
The number of passengers carried year-to-date (January to May) increased 15.9% versus the same period of the
previous year, reaching 55.0 million passengers. During the aforementioned period, traffic (RPK) rose 13.9%,
capacity (ASK) increased 7.0%, and passenger load factor reached 71.5%, 4.4 percentage points higher than the
previous year.

0%
- 65%

-10%

-20%

= PLF (%) RPK Growth  ===FTK Growth

-30%

Freight ton kilometres increased 50.1% in May and 44.6% year to date.
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Most recent figures for August 3" 2010: Crude Oil recorded a spot price of $82.52/bbl and Kerosene was at
$93.36/bbl (222.29¢/gallon).
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Individual Airline News (Highlights)
The Americas
North America

Air Canada said that that it has "received a commitment" from GE Japan Corp. for a senior secured term loan facility
of "up to $170.5 million" that will allow it to finance "a portion of the purchase price" for 16 aircraft that it currently
leases and operates. The leased aircraft comprise 12 A319s and four 767-300ERs. It said it plans to buy eight of the
A319s and the 767s next year and four of the A319s in 2012.

AirTran Airways reported second-quarter net income of $12.4 million, down 84.2% from a $78.4 million profit in the
year-ago period, calling the result a "solid performance." It noted that $26.4 million in unrealized losses on fuel hedges
held down the bottom line; excluding those charges, its net profit would have been $38.8 million. The airline pointed
out that it "set quarterly records for RPMs flown, load factor and enplaned passengers" and continued to perform well
operationally, particularly regarding low numbers of mishandled baggage and an 83.8% on-time rate. The carrier's
second-quarter revenue lifted 16.1% to $700.6 million while expenses increased 17.6% to $632.3 million, producing
operating income of $68.2 million, up 3.1% over $66.2 million in operating income last year. Traffic rose 7.9% to 5.2
billion RPMs on 4.9% capacity growth to 6.26 billion ASMs, producing a load factor of 83.1%, up 2.4 points. Yield
heightened 9.4% to 12.19 cents as RASM lifted 10.7% to 11.19 cents and CASM increased 12.2% to 10.10 cents.
Non-fuel CASM rose 1.9% to 6.45 cents.

Alaska Airlines Group announced it has authorized share repurchases for up to $50 million of its common stock that
it intends to finance with cash on hand. It repurchased approximately $160 million of its common stock through similar
programs in 2007, 2008 and 2009. The carrier plans to use excess cash to lower long-term debt, which is necessary
"given the continued uncertainty in the economy."

Alaska Airlines and Horizon Air parent Alaska Air Group reported second-quarter net income of $58.6 million, double
the $29.1 million profit earned in the year-ago period, attributing the increase to "strong revenues and good cost
control." Group operating revenue jumped 15.7% to $976.4 million while expenses climbed 11.5% to $866.5 million.
Despite "higher fuels costs," operating income rose from $66.7 million in the year-ago quarter to $109.9 million this
year. The fuel bill heightened 98.6% to $255 million. Excluding mark-to-market pre-tax fuel hedge losses of $37.6
million and CRJ700 pre-tax transition charges of $3.4 million, the company reported net income of $84 million for the
quarter.

Alaska Airlines' revenue rose 16.4% to $872.5 million against a 10.4% lift in expenses to $765.2 million, while
Horizon's revenue climbed 8.4% to $171.1 million as expenses rose 14.2% to $167.5 million. Alaska posted operating
income of $107.3 million, up 91.3% over $56.1 million in the year-ago quarter. Horizon reported operating income of
$3.6 million, more than three times below last year's $11.2 million. Alaska mainline flew 5.07 billion RPMs, a 10% rise
year-over-year, on a 4.4% increase in capacity to 6.11 billion ASM, producing a load factor of 83%, up 4 points. Its
yield rose 6% to 13.85 cents as RASM lifted 10.9% to 12.92 cents. CASM heightened 5.9% to 11.3 cents. CASM ex-
fuel fell 5.2% to 7.79 cents.

Separately, Alaska Airlines announced it exercised options for two additional 737-800s in a deal valued at
approximately $153 million at list prices.

The US Dept. of Transportation issued its final clearance of antitrust immunity for American Airlines, British
Airways, Iberia, Finnair and Royal Jordanian to "more closely coordinate international services" including a planned
AA/BA/IB joint venture on transatlantic flights. The granting of ATl follows on the heels of the European Commission's
approval and cements DOT's tentative approval earlier this year. DOT said that to alleviate any anticompetitive
concerns the carriers had agreed "to make four pairs of slots at [London] Heathrow available to competitors for new
US-London service, with two pairs to be used for Boston-London service and the other two for service from any other
US cities."

Amer i can Ai rAMRrCerp.®ostpdaarsecand-quarter net loss of $11 million, narrowed from a $390 million
deficit in the year-ago quarter, and announced that it has exercised options for 35 additional 737-800s. The company
said the 35 737-800s ordered are in addition to an order for 84 of the type that began arriving in 2009. It expects to
have 195 -800s in its fleet by the end of 2012. The aircraft are replacements for MD-80s. Second-quarter revenue
grew 16% to $5.67 billion while expenses rose 7.1% to $5.48 billion, producing an operating profit of $196 million,
reversed from a $226 million operating loss in the prior-year period and its first quarterly operating profit since in the
2007 third quarter. Mainline traffic lifted 2.1% to 32.22 billion RPMs on a 0.4% lowering of capacity to 38.41 hillion
ASMs, producing a load factor of 83.9%, up 2 points. Passenger yield upped 14% to 13.28 cents as PRASM jumped
16.8% to 11.14 cents and CASM climbed 7.3% to 12.62 cents. CASM ex-fuel rose 3.5% to 8.75 cents.
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Arrow Air, a Miami-based cargo carrier, announced it will cease scheduled service operations effective immediately.
The airline said it has experienced "significant operating losses" due to "increasing operating costs and declining
revenues," and that the decision to end service was a "last resort" made only after it "exhaustively searched for other
options including financing or a sale of the business."” The company has fired all but 132 of its 540 employees. It listed
debt of up to $500 million and assets of up to $50 million in Chapter 11 documents filed in a US Bankruptcy Court in
Miami. It is the second time the carrier has filed for bankruptcy, the first of which it emerged from in June 2004.

Continental Airlines posted second-quarter net income of $233 million, reversed from a $213 loss in the year-ago
period. But the carrier stressed it does not view the results as justification for increasing capacity. With an emphasis
on "rigorous capacity discipline,” it projects full-year capacity will rise just 0.5%-1.5% year-over-year, including a 0.5%-
1.5% drop in domestic mainline ASMs. Second-quarter revenue jumped 18.6% to $3.71 billion while expenses rose
3% to $3.38 billion, producing operating income of $328 million, reversed from an operating deficit of $154 million in
the prior-year period. Mainline traffic lifted 1.5% to 21.08 billion RPMs on a 0.7% dip in capacity to 24.79 billion ASMs,
producing a load factor of 85%, up 1.8 points. Passenger yield increased 16.3% to 12.87 cents as PRASM grew
18.8% to 10.94 cents and CASM heightened 3.9% to 11.27 cents.

Delta Air Lines has entered into definitive agreements to sell subsidiaries Mesaba and Compass Airlines, both of
which it acquired in its merger with Northwest Airlines, for a combined $82.5 million. Mesaba was purchased by
Memphis-based Pinnacle Airlines Corp., parent of Pinnacle Airlines and Colgan Air, for $62 million. Compass was sold
to St. Louis-based Trans States Holdings, parent of Trans States Airlines and GoJet Airlines, for $20.5 million. Under
the terms of the agreements, Mesaba and Compass will continue to operate Delta Connection flights under "long-
term, extendable agreements ranging from 7-12 years depending on aircraft type," DL said. Both Mesaba and
Compass will continue to be headquartered at Minneapolis-St. Paul International and with their current presidents.
Mesaba operates more than 430 daily flights to 95 airports with a fleet of 96 aircraft. It employs nearly 2,000.
Compass operates more than 170 daily flights to 35 airports with a fleet of 36 aircraft. It employs 1,000.

Delta Air Lines posted net income of $467 million, reversed from a $257 million loss in the year-ago period. The
carrier projects it will be "solidly profitable” for the full year. The Atlanta-based company emphasized that it will
continue to hold capacity expansion down at least through the end of 2011. Full-year 2010 system capacity will be up
1%-1.5% while 2011 system capacity will increase 1%-3% "at most." Second-quarter revenue lifted 17% year-over-
year to $8.17 billion while expenses increased 5% to $7.32 billion, producing operating income of $852 million, a
strong improvement from a $1 million operating profit in the prior-year period. System traffic heightened 1.7% to 49.89
billion RPMs on a 0.6% lowering of capacity to 58.7 billion ASMs, producing a load factor of 85%, up 1.9 points.
Passenger yield rose 16.7% to 14.05 cents as PRASM improved 19.4% to 11.94 cents and CASM grew 5.4% to 12.18
cents. CASM excluding special items and fuel increased a slight 0.2% to 8.08 cents. As of June 30, DL had $6 billion
in unrestricted liquidity including $4.4 billion in cash. Operating cash flow during the second quarter was $1 billion.

FedEx reported net income for its fiscal year ended May 31 of $1.18 billion, significantly improved over a $98 million
profit in the prior year, despite a 2% dip in revenue to $34.73 billion. Total FY2009-10 expenses lowered 6% to $32.74
billion, helped in part by an 18% decrease in fuel costs to $3.1 billion. Operating income was $2 billion, well more than
double $747 million in the prior year. The company noted that the fiscal year, which began in the midst of the global
recession, ended on a strong note, with fourth-quarter revenue rising 20% year-over-year to $9.43 billion. Fourth-
guarter net income of $419 million was reversed from an $876 million loss in the year-ago period. The FedEx Express
airline segment posted a 23% increase in revenue for the fiscal fourth quarter to $5.88 billion. For full FY2009-10, the
Express segment's revenue dropped 4% to $21.56 billion but its operating income jumped 42% to $1.13 billion.

Frontier Airlines unveiled adjustments to its fleet in order to "continue its strategy of operating the most cost-effective
aircraft,"” timing the transaction so that it can "eff
winter travel season." The carrier will remove four 120-seat A318s and one 76-seat E-170 from scheduled service in
September, three of which have been sold to third parties. The remaining two will be returned to lessors. It will make
room to accept delivery of six new 162-seat A320s beginning in January 2011. The deliveries will continue through the
first two quarters of the year.

Global Aviation Holdings, parent of North American Airlines and World Airways, filed a registration statement
with the US Securities and Exchange Commission for a proposed initial public offering of shares of its common stock.
The company said that the number of shares to be offered and the price range for the offering have not been
determined. World Airways had a net loss of $37.8 million last year, deepened from a loss of $35.6 million in 2008, on
a 17.3% decline in revenue to $658 million. Operating loss was $36.3 million versus $10.71 million in 2008. NAA
earned $17.5 million in 2009, reversing a loss of $6.1 million the year before despite a 17.7% fall in revenue to $384.8
million. Operating profit was $47.7 million, up from $34 million in 2008.
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Hawaiian Airlines took delivery of one A330-200 from AWAS. The carrier plans to introduce 27 new Airbus aircraft
into its fleet by the end of the decade.

Hawai i an Ai rHawaiasHoldipga reeordéd a sharp drop in second-quarter net income, though it still
remained in the black with a $9 million profit that compared to the year-ago period's $27.5 million in net income.
Operating revenue rose 8.2% to $315.89 million against a 12.1% increase in expenses to $291.9 million. Operating
profit was down 24.3% to $24 million from $31.7 million in the second quarter 2009. It lost $4.9 million on fuel hedges.
The carrier flew 2.11 billion RPMs in the quarter, a 2.7% rise year-over-year, while capacity lifted 1.1% to 2.46 billion
ASMs. Load factor increased 1.4 points to 85.6%. Operating unit revenue was up 7% to 12.83 cents and operating
CASM increased 10.9% to 11.85 cents.

JetBlue Airways' second-quarter net income rose 50% year-over-year to $30 million from $20 million in the prior-year
period. Quarterly revenue lifted 16% to $939 million while expenses increased 15.5% to $845 million, producing
operating income of $94 million, up 25.3% over a $76 million operating profit in the 2009 second quarter. Traffic
increased 8.9% to 7.13 billion RPMs while capacity grew 5.5% to 8.69 billion ASMs, producing a load factor of 82%,
up 2.5 points. Average fare rose 9.7% to $139.02 while yield improved 8.2% to 11.93 cents. RASM was up 10.4% to
10.81 cents while CASM climbed 9.5% to 9.72 cents. CASM ex-fuel heightened 8.2% to 6.51 cents.

Southwest Airlines' second-quarter net income rose 23.1% year-over-year to $112 million from $91 million in the
year-ago period and the LCC expressed confidence in "continued strong revenue performance" for the remainder of
2010. The Dallas-based carrier's quarterly revenue jumped 21.1% to $3.17 billion, its second-highest-ever revenue
total for a second quarter. SWA said it is committed to little-to-no capacity growth, at least through 2011. SWA took
delivery of three 737-700s during the second quarter to bring its fleet to 544 737s. SWA will make a decision
"sometime this year" on if and when it will start international service. Second-quarter expenses lifted 12.5% to $2.81
billion and operating income was $363 million, nearly tripling a $123 million operating profit in the year-ago period.
Traffic rose 2.7% to 20.21 billion RPMs on a 0.3% dip in capacity to 25.47 billion ASMs, producing a load factor of
79.3%, up 2.3 points. Passenger yield heightened 17.3% to 14.93 cents as RASM climbed 21.5% to 12.44 cents and
CASM increased 12.8% to 11.01 cents. CASM ex-fuel rose 6.4% to 7.35 cents.

Spirit Airlines reached a tentative agreement on a new labour contract with its pilots, who agreed to return to work
following a six-day strike. Leadership from the Air Line Pilots Assn., which represents the Florida-based LCC's flight
deck crew, said it "unanimously recommended" that rank-and-file pilots ratify the deal in voting planned for July.

United Airlines parent UAL Corp. reported second-quarter net income of $273 million, significantly widened from a

$28 million profit in the year-ago period and its best second-quarter result since 1999. The airline also touted progress

in its planned merger with Continental Airlines, announcing that the two carriers jointly have "reached an agreement in
principle” with pilots from both that "provides a framework for pilot operations of the two groups until the carriers'
operating certificates are combined." The companies said they expect to close the merger in the 2010 fourth quarter.

UA's second-quarter revenue jumped 28.4% to $5.16 billion. Unit revenue on Asia operations rose 52% year-over-
year with premium cabin revenue on transpacific flights up 46% compared to the prior-year quarter. "Corporate
contracts, premium travel éare currently performing very
committed to capacity discipline...and to ancillary revenue -t he f ut ur e of t h-guartenespenses ©s0 . S
20.9% to $4.73 billion and operating income expanded more than threefold to $434 million compared to $107 million in

the year-ago period. Mainline traffic lifted 1.4% to 26.39 billion RPMs as capacity decreased 1.6% to 31.04 billion
ASMs, producing a load factor of 85%, up 2.5 points. Mainline yield heightened 24.6% to 14.03 cents as RASM
increased 28.8% to 13.34 cents and CASM grew 21.1% to 12.29 cents. CASM ex-fuel rose 4.3% to 8.04 cents.

UPS posted second-quarter net income of $845 million, up 89.9% over a $445 million profit in the prior-year period,
and noted that "strong export growth in all regions" with Asia leading the way helped to boost the bottom line. The
impressive quarter was achieved despite "a mixed global economic environment." UPS credited "superb execution”
throughout its global delivery network and "the US domestic reorganization" for allowing it to achieve "better than
expected results." Much of the company's confidence is based on its growing strength in Asia, where it continues its
expansion via alliances with local operators. UPS's total second-quarter revenue heightened 12.7% to $12.2 billion
while expenses climbed 8.7% to $10.8 billion, producing operating income of $1.4 billion, up 56.6% over an $895
million operating profit in the year-ago period.

US Airways reported second-quarter net income of $279 million, a nearly fivefold increase over a $58 million profit in
the year-ago period, and joined the industry chorus in promising no capacity growth despite the strong financial
performance. Second quarter revenue lifted 19.3% to $3.17 billion while expenses heightened 10.4% to $2.8 billion,
producing operating income of $371 million, more than triple the $122 million operating profit in the year-ago period.
Mainline traffic was flat at 15.53 billion RPMs while capacity rose a slight 0.7% to 18.44 billion ASMs, producing a load
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factor of 84.2%, up 0.6 point. Yield increased 18.1% to 13.11 cents as PRASM grew 17.3% to 11.04 cents and CASM
lifted 10% to 11.48 cents. CASM ex-fuel increased 0.5% to 8.18 cents.

Virgin America reported a first-quarter net loss of $35.5 million, narrowed from a year-ago deficit of $40.3 million, but
said it remains on track for a full-year operating profit. The carrier generated $146.8 million in revenue during the
quarter, up 45.7% year-over-year. Operating expenses rose 28.3% to $168.42 million and operating loss narrowed to
$21.6 million from $30.4 million in the prior-year period. RASM lifted 21.2% to 8.29 cents while CASM grew 6.8% to
9.51 cents.

Central and South America

Gol announced that it has joined IATA and that it "already enacted a number of changes in preparation of joining the
association," including receiving IOSA certification.

LAN Airlines posted second-quarter net income of $60.6 million, significantly widened from a $4.2 million profit in the
year-ago period, and credited "a strong recovery in both the cargo and passenger businesses” for the earnings
growth. Quarterly revenue jumped 31.7% to $1.04 billion as passenger revenue rose 24.5% and cargo revenue lifted
60.3%. Second quarter expenses increased 22.8% to $921 million and operating income was $112.6 million, more
than triple $34.9 million in the prior-year quarter. LAN said operating margin reached 10.9%, up 6.4 points. Operating
income included a $1.3 million realized fuel hedging gain, reversed from a $52.6 million realized fuel hedging loss in
the 2009 second quarter. Second quarter traffic heightened 9.7% to 7.28 billion RPKs on an 11.1% lift in capacity to
10.03 billion ASKs, producing a load factor of 68.1%, up 2.7 points. Passenger yield rose 13.5% to 9.3 cents as RASK
increased 12.1% to 6.8 cents.

TAM, the largest Airbus operator in Latin America, finalized an MOU for 20 A320 family aircraft and five A350-900s
announced at the ILA Berlin Air Show in June. TAM's A350s will be powered by Trent XWBs; engine selection for the
A320s was not announced. The commitment brings TAM's total Airbus order book to 176 comprising 134 A320 family
aircraft, 15 A330-200s and 27 A350 XWBs. Undelivered backlog consists of 65 A320 family aircraft, two A330-200s
and 27 A350 XWBs.

Europe

Aegean Airlines became the 28th member of Star Alliance in ceremonies in the Greek capital, just over one year
after it officially was invited to join. "Star Alliance can simply not afford not to have a home here," Star said, noting that
Greek people have travelled the world long before many others and they "continue to enjoy travelling and
connecting communities in every corner of the globe." Aegean's induction into Star extends the carrier's and the
grouping's network to/from/within Greece to more than 1,500 weekly flights to 69 destinations in 27 countries.

AirBridge Cargo Airlines took delivery of its 10th 747F; the aircraft will be used on its existing route network linking
Europe and Asia via Russia.

Air Berlin took delivery of two A320-200s from GECAS as part of an existing order agreement between the carrier
and Airbus. The aircraft are two of 15 that GECAS currently leases to AB.

Boostedbyatu 1. 03 billion capital gai n fr om Atr Rranceskdi M &rowpfposied ass 2 3
net profit of 0736 million ($953 million) for its fiscal
the year-ago period. In addit i on t o the gain from the Amadeus | PO, t he
passenger and cargo traffic, with a Astrong rise in unit

Revenue for the three months rose 10.7% year-over-y ear t o (05. 7 2 hd thal without the igact ¢t thdl s a
airspace closures, revenue would have lifted 15.9%. Operating costs increased 3.3% owing in large part to a 26.8%

increase in fuel costs to 0l1.44 billion. Excl udi 2agiliohuel,
from U496 million a year ago.
The group said the closure of European airspace in April

declined 2.3% to 49.28 billion RPKs, but was up over 4% in both May and June versus last year. Capacity was
reduced 4.9%, leading to a 2.2 point gain in load factor to 81.5%.

Unit revenue recovered to-0l8Vv'elist fiscaiods.e RAS K hwasse uopf 1240.087
11.8% to (00.0845.

16 Airline Research & Analysi®VB Bank SE



| v
JUNE JULY2010 DVB AVIATION NEVERMMARY 'J l = |

Passenger revenue hei glhltieonne.d T8h e8 % pteor ait4i.n3g7 lboiss of the pe
million from 033 8agonperiod. Withaut thenimpéach af they airspace closure, it would have been at
breakeven, AF KLM said.

Alitalia joined the Air France KLM-Delta Air Lines transatlantic profit/loss-sharing joint venture launched last
Spring, adding Rome Fiumicino and Milan Malpensa to a network that utilizes Amsterdam, Atlanta, Detroit,
Minneapolis, New York JFK, Paris Charles de Gaulle, Lyon, Cincinnati, Memphis and Salt Lake City. Alitalia said it

now wi || of fer "almost 250 flights and approxi mately 55,
five US destinations from Rome and Milan Malpensa airports."It added that the grouping represents approximately

26% of total transatlantic capacity with annual revenue estimated at more than $10 billion.

Alitalia received its first new A330-200, configured in a three-class layout and is the first Alitalia aircraft to feature the
new premium economy Classica Plus product and a completely updated Magnifica business class. Seating 230
passengers with 181 in economy, 21 in premium economy and 28 in business class, the aircraft will be deployed on
Alitalia's network of transatlantic routes. It is the first of two new A330s to be delivered to AZ this year.

British Airways took delivery of its first 777-300ER, part of an order for six placed in 2008. The aircraft will be fitted
with 297 seats in a four-class configuration and feature an "all-new interior" including new World Traveller (economy)
and World Traveller Plus (economy plus) cabins. It also will feature a new in-flight entertainment system when it goes
into operation later this year. BA will take delivery of three aircraft this year and three in 2012.

The European Commission approved the proposed merger between British Airways and Iberia without imposing
conditions as well as BA/IB's planned joint venture with American Airlines on transatlantic flights. The EC said it
examined the effects of the proposed merger on the markets of passenger and cargo transport, ground handling and

MRO services and concluded that the fAtransaction wil/| n
mar kets concerned by the proposed merger. o0
Regarding the three onewor | d partnersé6 plans to schedul e, price anf¢
reasoned that the airlinesd commitment to give up seven
Awere suitable to remesy ahe cobmpediti®ni coesergati on.
Brussels Airlinesposted a net l oss of 0139.8 million in 20009, dr ai
Tot al revenue fell 16. 1% to 0849.2 million while operat:i
came in at 073. I rroiml lai opno,sirteeweer skeBdl T of 04.7 million the

billion and passengers carried dropped 9.8% to 4.6 million, of which 0.5 million travelled on its African network.

SN added a fifth leased A330-300 to its fleet, supporting four new African destinations from BRU. SN also confirmed it
expects to launch its planned African subsidiary Korongo by year end or early 2011. Korongo is a JV with the Forrest
Group to be based in Congo.

Eastern Airways took delivery of an additional ERJ-135, increasing its fleet to 30 aircraft. It added another ERJ-135
recently. Both are on lease from GECAS and are assigned to charter flying across the UK and mainland Europe. The
UK independent regional previously operated an all-turboprop fleet consisting of 20 29-seat Jetstream 41s and eight
50-seat Saab 2000s.

easyJet posted a 5.3% rise in revenue to £759.2 million ($1.2 million) on a 3.5% increase in passengers carried to

12.3 million for its fiscal third quarter ended June 30. easylJet's punctuality performance 6 especially at London
Gatwick where it is the largest carrierd has deteriorated from the year-ago period, adding yet another element of
discontent to the already tense relationship between the LCC and its founder and largest shareholder Stelios Haji-
loannou, who stepped down from the board in May. Haji-loannou, who initiated litigation with easyJet over the
interpretation of the brand license agreement with easyGroup, warned he could terminate the license to the brand if it

does not bringitson-t i me per formance fiin |Iine with the highest stan
Aput a mitigation plan in place in response to these rec
staff . o Thi-leasingrar ddditidrelsircrafeduring the busy summer period at a cost of £15 million.

In an interim third-quarter statement, easyJet said total revenue per seat increased from the year-ago period by 3.5%

to £53.23 with passenger revenue per seat up 4.5% to £43.27 and ancillary revenue including checked baggage down

0.4% to £9.95. Seats flown grew by 1.7%. Load factor increased by 1.4 points to 86.1%. It put the total profit impact of

the volcano ash disruptions at £65 million, of which £28 million is in customer compensation relating to EU passenger
rights regulations. It stated that | osses woul drelated¥light b e e
restrictions had been in placeo.
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Airbus completed a busy ILA Berlin Air Show with commitments from Finnair and Germania for five A321s and five
A319s respectively, completing a three-day period that featured $15.3 billion in new business including Emirates'
mega 32-unit A380 buy.

Finnair's LOI covers the first A321s to be equipped with "sharklet" winglets with deliveries beginning in 2013.The
order is valued at more than 0400 million ($479.6 millio
order for two long-haul aircraft planned for delivery in 2012 and 2013. Engine selection was not announced. The five
A321s will be configured with around 200 seats each and replace four 757s used on leisure flights. The carrier
expects that the A321 with sharklets will offer a 4% fuel saving on specific routes compared to today's aircraft. Range
is more than 5,000 km., which will allow, for example, direct flights from Finland to the Canary Islands.

Separately, Germania parent S.A.T. signed an MOU for five A319s. Deliveries will commence in April 2011. The
aircraft, to be powered by CFM56s, will be configured in a single-class cabin layout for 150 passengers. The Berlin-
based airline has a fleet of six 737-300s and nine 737-700s and has a further two -700s on dry lease with other
carriers, according to its website. It flies to 30 destinations in Germany, Europe and the Middle East. It carried more
than 2.5 million passengers last year.

Flybe announced it has brought forward the delivery of the first of its 35 E-175s to Spring 2011 to place the aircraft on
an eight-times-daily Guernsey-London Gatwick service.

Iberia reiterated its intent to launch a separate carrier operating its short- and medium-haul flights with a "model that is
substantially different than the existing one," and stressed that the decision is "irreversible". Continuing to operate
short- and medium-haul flights in the same manner as long-haul would "mortgage the future of the company." It is
hoping to reach an agreement with unions on the new carrier in the next several weeks.

Jat Airways, the Serbian state-owned carrier, could cease operations soon. Jat only operates seven airworthy
aircraft, a mix of 737 Classics and ATR 42-2 00 s , half the number it had | ast yea
2009 and expects another deficit this year. The government has tried unsuccessfully to find a buyer. However, the
governments of Serbia and Turkey have pledged to speed up talks that could result Jat merging with Turkish
Airlines. Serbia announced it would split Jat into two separate companies. One would assume the debt and the other

the profitable assets. Jat announced aan dd 1s6a.i5d mitl |piloann n(e$d2
million to renew its aging fleet and prepare for a potential partnership with THY. It operates a fleet of 15 aircraft
comprising 737-300s, 737-400s and ATR 72-200s.

Lufthansa placed a firm order valued at approximately $317 million for eight 86-seat CRJ900s, exercising eight
previously announced purchase rights. LH and its regional partners together so far have ordered 109 CRJ Series jets.

Lufthansa Group reported a first-h a | f 2010 net |l oss ofi oin)0, 4 nnairlrloivwoend (f % 103nb
deficit in the year-ago period, but noted that it was profitable on an operating basis during the second quarter. LH
blamed the six-month loss on a "severe winter, the strike by the pilots union, the airspace lockdown after the volcano

di sruption and the continued slump in prices." It said
second quarter owing to "the recovery in demand, particularly in cargo and intercontinental [passenger] traffic."

Lufthansa Passenger Airlines posted a 0203 million operating
million on an operating basis for the period. Bmi'sfirstthal f operating | oss was 093 mil/l
a U39 millionhcioper 8wi s g Hefernational Air Lines tallied
ended June 30. Lufthansa Cargo earned an operating profi
best first-half result in its history."

Group firsthal f revenue increased 23.6% to 012.63 billion and

million operating profit in the 2009 first half.

LuxairGroup announced it placed an order, valued at $77 million, for one 737-800. The carrier said the aircraft's size
and range will enable it to "optimize operations" for its tour operator LuxairTours.

Norwegian Air Shuttle reported a second-quarter net loss of NOK134 million ($21.2 million), reversed from a net
profit of NOK180.2 million inthe yearrago peri od, and stated that the result
ash. NAS are particularly pleased with their ability to cut costs. NAS cash holding is NOK760 million higher than just a
year ago. The carrier said it will replace its 737-300s with -800s "much earlier than planned." It will "receive an
additional three leased 737-800s" in 2011 and 2012 to help it retire the older aircraft. Second-quarter revenue rose
6.9% to NOK2.03 billion while expenses increased 27.4% to NOK1.88 billion, producing an operating profit before
leases and depreciation of NOK144.2 million, narrowed from a NOK418 million profit on the same basis in the year-

ago period. Second-quarter traffic jumped 23% to 3.35 billion RPKs on a 28% lift in capacity to 4.45 billion ASKs,
producing a load factor of 75%, down 3 points. Yield fell 15% to NOKO0.52.
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