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Expanding Role of Arab airlines

Passenger Traffic Growth for AACO & IATA Members
2000 - 2007 each year compared to 2000
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Passenger Traffic in Most Arab Airports
2000 - 2007
Million PAX Growth
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Evaluation of the Market

Inter-Regional and Intra-Regional Market Size and A rab Airlines Share of Traffic
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AACO Members Fleet (As at 4 Mar 2008)
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AACO Online Markets- Capacity Share (ASKs)
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AACO carriers are enjoying a healthy and stable capacity share of 70-75% over the
last three years. Major alliances do not have a significant capacity share in the region,
totalling slightly over 10% of ASK share. Therefore AACO carriers are dominants on
the markets they operate.

AACO Online Markets- Market Share (RPKs)
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AACO carriers maintain a strong market share even if slightly decreasing over the last
three years. So far it did not benefited to any major alliance. This is somewhat
related to the lack of capacity share of these alliance, that does not allow them to fully
leverage their marketing attributes.
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AACO Online Markets- Average Yield
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While AACO carriers average fare on the market is fairly stable, Major Alliance carriers have
a much more aggressive pricing approach. All alliances have a very seasonalized pricing
approach, which show a more aggressive revenue management practice. In addition,
alliance carriers apply a premium over AACO average fare. Other airline market share
increase is partially explained to a continuous fare gap against AACO carriers.

AACO Online Markets

AACO carriers are dominant on their online markets,
supported by astrong capacity growth leading to a
dynamic traffic increase

Alliance Carriers have not so far invested heavily in
these market, and arefairly marginal. Even if the recent
move of RJ, TK, and MSto Global Alliances might
change the battle field in the coming years

A more aggressive commercia approach from AACO
carriersisrequired against Global Alliance carriers
charging fare premium and getting high revenue traffic,
and Non-Aligned airlines under-cutting AACO carriers
to buy market share
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ERA Online Markets- Capacity Share (ASKSs)
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ERA carriers are maintaining a fairly high capacity share of about 35% over the last
three years. Most prominent Global Alliance is Lufthansa, supported with its
numerous partnership with regional carriers in Italy and Eastern Europe. SkyTeam
and OneWorld are fairly stable with an average of 8% market share.




ERA Online Markets- Market Share (RPKs)

60% 1

50% -
40% A W — (E;::ER
J- STAR ALLIANCE
30% - ‘\/ =
e/ \/\.,,/\ o~ \ N ONEWORLD

% - =/ | SKYTEAM
20% —+— AACO

10%

0% oo e oS TS T O TS TS T TS TS TS T TS TS T e TS TS T TS OO TS oo T80 ey
wwww ISISISIS IS IS IS I I I
QLRI
SADI WO DR DG SR DR
5085000380000 088HN0 00003038

At
OO0000000000000000000000000000000000

ERA carriers have seen their market share increasing over the last three years in most
of their market. Part of it is related to the slightly lowest market size of the
destination operated by the ERA carriers, but also to the hub and spoke structure of
the major alliances spilling point to point passengers to capture flow traffic.

ERA Online Markets- Average Yield
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Similarly to the online AACO markets, Global Alliances applies a yield premium on the
market they operate against ERA carriers. ERA carriers are commercially aggressive
from a revenue management perspective, but have also to face a fierce fare
competition from other airlines with an average discount / fare gap of about 50%.

ERA Online Markets

@ ERA Carriershold athird of thetotal capacity over thelast
three years, but have seen their market shareincreasing. ERA
carriers enjoy agrowing and positive share gap of 10% asa
consequence of the dynamic commercial approach followed by
most ERA members against Global Alliances

@ With the very aggressive pricing approach by other carrierson
the point to point markets, and with a share gap levelling up to
itscurrent level, therisk of revenue decrease by ERA carriers
might increase soon

& To generate incremental revenue, ERA carriers should
envisioned code-sharing with other non-aligned carriers that
will complement their current service and will not generate
any substantial extra-costs
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On AACO - Offline markets, Global Alliances represent in average 40% of the total
capacity share, a fairly stable number over the last three years. Interesting to notice
the seasonal capacity adjustment, mostly driven by Non-aligned airlines, including low
cost carriers.

AACO Offline Markets- Market Share (RPKs)
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On AACO - Offline markets, Global Alliances market share is lower on the point to
point traffic due to the strong presence of regional competitors and low cost carriers,
as well as the hub and spoke structure of their network.

AACO Offline Markets- Average Yield
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One of the clear benefit of participating to a Global Alliance is the significant fare premium

achieved by the airline members. Having access to a comprehensive international network
allow the airline to increase the airline yield. This represent a big revenue opportunity for

ERA carriers in having a closer relationship with the AACO carriers!
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AACO Offline Markets

Global Alliances have a significant market share on all
off-line markets, and are enjoying a fare premium against
non aligned airlines despite alower market share

AACO and ERA carriers should join forces since both
association will benefit:

» ERA carriers by capturing a new market at no cost, with
potentially a higher yield due to the dominant position of
AACO membersin the Middle-East region

» AACO carriers by increasing their market footprint on their
offline European markets and therefore enhancing their
competitiveness against Global Alliances

Conclusion

@Arab Airlineswill play abigger role
@Arab hubswill be the 21% century hubs
@Opportunity for networking with Arab
airlines specifically in Europe

@®AACO & ERA can bethevehicles

Thank You...

www.asco.org
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