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Connecting more cities at lower prices

Unique city-pairs and real transport costs
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Source: IATA Economic Performance of the Airline Industry — end year 2016 report




Creating value for the wider economy

Tax revenues paid and global supply chain jobs supported
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Boosting trade and tourism

Value of trade carried by air and the spending of tourists
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Now creating value for investors

Return on capital invested in airlines
Cost of capital (WACC)
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2017 less profitable but still value creating
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Industry level profits momentum has weakened
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AS unit costs and unit revenues crossed over

2504 - Growth in unit revenues and unit costs
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Industry profitability is more resilient to the cycle
EBIT or operating margins and global GDP growth
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And it’'s not just about low fuel prices

OPEC spare capacity and OECD crude oil inventories
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Structural changes in asset utilization

Breakeven and achieved weight load factor

68 - _
Achieved LF
67 -

66 C—

Breakeven LF

58 I I I I I I I I I I I I I I I I I
2000 2002 2004 2006 2008 2010 2012 2014 2016

Source: IATA Economic Performance of the Airline Industry — end year 2016 report



Structural changes in the product

Airlines' operating or EBIT margin and capital productivity
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Some regions doing much better than others

ROIC in 2016 (part year) by region and airline
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There Is a wide range of business models
2015 ROIC = adjusted EBIT/revenue * revenuel/invested Capital
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Balance sheet metrics remain divergent
Adjusted net debt/EBITDAR by region
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Where now for the fragile economic cycle?
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This time is different for global GDP growth?

IMF forecasts of global economic growth (using market
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The problem with world trade remains

Index (Oct 2008=100) Share (%)
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Travel demand has been strong

% year-on-year Growth in RPKs and the level of business confidence Diffusionindex
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Over the next two decades considerable growth

Corresponding CAGR
China — 5.2%

United States 2.6%
India __ 6.7%
Indonesia_— 3.5%
Vietnam _— 8.2%
Turkey __ 5.2%
Brazil _— 2.6%
Philippines__ 6.0%
Australia__ 3.0%
Mexico _F 4.2%
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Next year will be slower but still close to trend

Global RPK growth and passenger numbers
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LOOKING FOR INSIGHTS
INTO AIR TRANSPORT
MARKETS AND ISSUES?

Download the new
|ATA Economics Research App

[‘D Available for ¢ | iOS and !l " Android

NEW IATA ECONOMICS RESEARCH APP

Keep up to date with IATA Economics' latest analysis on
key aviation issues and market trends.

Receive personalised notifications when new research is available, share
content through social media and email, and read your favourite content
off-line, perfect for people on the go!

Access industry-leading
economic analysis on key
aviation issues and market
trends through:

=~ Reports
" Charts
"~ Presentations

"~ Videos and more.
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