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A—Q’A A Tale of Two Industries
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Legacy Carriers - An industry in

decline -
— Inadequate profits
— Minimal investments 5
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US Domestic Situation ....

Businesses must make money in
their home markets

1Q 2007 provides some hope..
Southwest proxy for LCC

$ millions

$8,000

$6,000

$4,000

$2,000

$0

-$4,000 -
-$6,000 -
-$8,000 -

-$10,000

The Challenge

US Domestic Airlines
Operating Profit

——Legacy

-=- Southwest

1980 1985 1890, 1995 20
-$2,000 4

Source: The Airline Monitor



A—G/A Fleet Trends
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At end 2006, > 5,200 commercial jets in US

US Fleet fleet
35500 Lecacy/Regional/LCC |
oo || e mwa o Post 1998, fleet doubles while RPMs grow

R < 20%
1 RJs source of growth

Narrow bodies, 60% of fleet, stagnant since
2001
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A—Q“A Narrow Body Fleet Changes
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Legacy Change in NB Fleet

| BNewTech modTech |

Legacy NB fleet reflect their
changing fortunes in domestic
market |
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Fleet Age Trends
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US Fleet at end 2006:

More than 450 aircraft were 20+
years old

1,326 aircraft > 15 years old

US Aircraft Fleet
Requirements/Orders

Age Distribution of US Fleet
Year end 2006

< 455 aircraft > 19 years old

US Airline Orders
Yr end 2006
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A—G/A Old Tech Narrow Body Fleets
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Legacy Narrow Body
Old Technology* Fleet
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This is the source of

maintenance company profits
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AQ’A Fleet Renewal Strategies
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egacy Carriers

Defer today what can be put off &
until tomorrow
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A GA The Wild Cards
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Will LCCs challenge Legacies In
international markets?
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A—G/A Implications
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Thesis: MRO Golden Years — 2007 to 2015?77

Age Distribution of US Fleet
Year end 2006

How can we avoid this
increasingly old fleet?
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Key Issues for MROs

Reduce life cycle maintenance costs
Adapt to fx volatility

Plan for risk of next downturn

Build in flexibility to handle “wild

al U
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