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Recession and Network Quality: the agenda

* Recession: stagnating (or declining) demand

* Network quality: stagnating (declining) supply
* Impact of stagnating demand to supply ?

* Measures of supply (network quality)

— wotldwide
— specific world regions
— specific (categories of) airlines

— specific (categories of) airports
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Recession: typical characteristics

* Recession: stagnating (ot declining) consumer
spending and hence airline revenues

* More than proportional impact on aviation
* Business segment: lower budgets for travel

* Generally: lower budgets for aviation and hence
less revenues for aitlines

* Does this necessarily impact network quality?

* Do specific developments in network quality
say anything about the deepness of recession ?
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Relation between Airline Revenues and
Seat Production (typical LT growth rates, illustrative only)

Budget: airline revenue (+3%)

Average Airfare (-2%) $

Passenger number (+5%)

Load Factor (+1%) l

Seat Production (+4%)




Characteristics of current recession

Budget: airline revenue (-10%)

Average Aitfare (-5%) §

Passenger number (-5%)

Load Factor (-1%) l

Seat Production (-4%)




Pressure on Airfares

| Viucht boeken | Manage mijn Boeking l Inchecken | Hotels, auto’s en meer l Dienstregeling | | FLYinGBLLEe

Speciale aanhiedingen: Ticketaanhiedingen

DE WERELD DICHTERBIJ

Voor snelle besluitnemers hebben wij dit seizoen goede
aanbiedingen.

Op deze pagina:
4 Promoties naar Azig & Midden Oosten

Promoties naar Azié & Midden Oosten

Abu Dhabi vanaf 505 € [ Boek nu = :I:

Cairo vanaf 389 € ( Boek nu = ,'I:

Dubai vanaf 427 € [ Boek nu - :I:

Bangkok vanaf 706 € ( Boek nu - ,'I:

- Beijing vanaf 508 € { Boek nu - :I:

De vermelde tarieven zijn "vanaf” prijzen, inclusief taksen, toeslagen en senvice fee Tickets zijn niet wijzig- en
niet terugbetaalbaar. Beperkt aantal plaatsen beschikbaar Tarieven zijn onderhevig aan wijzigingen zonder
voorafgaande kennisgeving. Prijzen berekend op 04/03/09.

P99

“oorwaarden: Boek tot 30 september 2009 Reizen tot 31 maart 2010 (laatste vertrekdatum) WVerblijf
Minimum: 7 dagen - Maximum: 1 maand
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BR'T'SH AlR.WAYS > Register now > Remember me [

» Home > Other languages Jztom Searct [Gn b United Kingdom » Change country

» Flights and holidays ‘ 4 Manage My Booking » Information ‘ » Executive Club

WORLDWIDE

SALE

BOOK BY MIDNIGHT TUESDAY

“reles Select your departure airport: ILondon (AL} d
) Flights @ Hotels
# Cars @ Experiences
Book together and save B
@ Flight + hotel
) North Europe Asia and Far Latin Middle East Africa
# Flight + car America East IAmerica and
Caribbean
Country of departure :.j (j C {: {j {j
multi -
::ity Destination o FIi_ght only from [EE] = Flight + hotel package
From - Click [ to see more | |=| = Flight + car rental package
London (Gatwmkl - ‘Atlanta # Economy from |§;| E£389 Economy flight + 7 days car rental
To > Where we fly fraom London Heathrow £309 return — — = 21 Sep 09 - 31 Oct 09

Depart

Premium economy from
£601 return

oo/ MMYY 21 Oct 0% - 31 Oct 09

> View premium sale fares

One way only - -
u Baltimore * Economy from

from Lendon Heathrow £309 return

Return

oo/ MMYY .
Premium economy from
£541 return
01 Oct 09 - 31 Oct 09

> View premium sale fares

Bostaon [ Economy from EE] £379 Economy flight + ##%4 Midtown 3 nights, AQ
from London Heathrow | £206 return e 16 Now 09 - 28 Nov 09
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. Home | » Country/Language | Profile | Need Help’

ADELTA z__ |

= Delta

» Planning & Reservations Traveling & Check-in SkyMiles™

E-mail Programs
Weekly Web Fare Specials
Atlanta Flights on Sale

\ NEW YORK CITY,

Hew_r York F_Iights on Sale —_—
Business Flight Deals New York Flights on Sale
Fares

Don't see your city listed? Click Book it Now and enter yvour city for more great deals
to other exciting Travel Getaways.

Related Links

Vacation Packages
Car Rental Partner Offers

Additional taxes/fees/restrictions/baggage charges may apply.

Hotel Partner Offers
From New York-Kennedy, NY (JFK) to: Each-way Sale Fare® based on
round-trip purchase
Brussels, Belgiurn, BE (BRU) 52749
Frankfurt, Germany, DE (FRA) $2349
London-Heathrow, United Kingdom, GB (LHR) $2349
Madrid, Spain, ES (MAD) 259
Milzn-Malpensa, Italy, IT (MXP) 52749
Mice, France, FR (MCE) 2849
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Declining Load Factors: Europe
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Source: AEA



Declining Load Factors: USA
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Relation between Airline Revenues
and Seat Production

In recession: airlines pay part of the costs, if possible
(revenues -10%, seat production -4%o)

At least if the environment is competitive

Strong pressure on airfares

Lower load factors accepted

Keen on keeping seat production “at acceptable level”

By observing supply indicators (and even passenger
numbers) only, the deepness of recession in aviation
is not completely reflected
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Supply: Relation between Frequency and
Seat Production (typical LT growth rates, illustrative only)

# Flights, Network Quality

perceived by consumer: (+3%) @

Average Aircraft Size (+1%) ¢

Seat Production (+4%) @

Average Distance (+2%) l

Production of Seat Kilometers (+6%) @

/lirneth




Development of Network Quality
worldwide: (annual % growth 2007-09)

Development Worldwide

A.slize Dist

Freq

AU WN R O R, N W
|

Source: OAG Worldwide Schedules,

September 2007, 2008 and 2009



Development of Network Quality
selected regions: (annual % growth 2007-°09)

Development Worldwide Development Europe
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Development of European Network Quality
selected regions: (annual % growth 2007-°09)

Development Intra Europe Development Europe-Intercont.
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* Declining European Network Quality mainly within Europe
* Intercontinental Network Quality practically stable

* Have airlines operating long haul flights paid a part the price of
recession?



Development of Network Quality
Intra-Europe: (annual % growth 2007-09)

Development Alliances

By

| 49% of operations (2009)

Development Independent FSC’s
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| 26% of operations (2009)
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* LCC/Charters still relatively

Development LCC’s /Charters . .
immune for recession on

0 _
-2 :m:-:.
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-8 | 25% of operations (2009)

average over two years,

-10

/lirneth



Development of Network Quality
Intra-Europe: (growth 2008-’09)

Development Alliances

o & L o
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Development LCC’s /Charters
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Development Independent FSC’s

e LCC/Charters had to reduce
# of operations in 2009 by 11%

e Little ability to pay part of the
costs by accepting lower load
factors or charging lower
fares?

e Alliance airlines were best
able to maintain network
quality
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Development of Network Quality
Intra-Europe

o Number of weekly operations
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CDG AMS MXP FCO LYS FRA CPH ARN OSL MUC DUS ZRH VIE BRU LHR MAN BHX MAD HEL NRN CRL EIN

L Annual % growth 2007-2009
5
0 -

-5

-10

CDG AMS MXP FCO LYS FRA CPH ARN OSL MUC DUS ZRH VIE BRU LHR MAN BHX MAD HEL NRN CRL EIN
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Development of European Network Quality
Intercontinental

s Number of weekly operations
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Development of European Network Quality
Intercontinental: alliance specific

Number of weekly operations
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Conclusions

Recession and demand reduction not necessarily
reflected in reduction in supply

Airlines have buffers (such as lower fares) to keep
network quality at acceptable level

Supply indicators only do not always reflect deepness
of recession

LCC’s /Charters could in 2009 not avoid a severe drop
in supply

No significant difference seen (yet) between primary
and secondary hubs
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