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Structural change in the past driven by the supply side
Disruption before from technology, liberalization, new busmess models

Shares of global passenger kilometers flown (RPKs)
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Cutting the real cost of air transport by almost 90%

New technologies and hberalization allowed mnovation and efficiency

Unit cost of air transport, US$/ATK, inflation-adjusted
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Doubling city -pawrs connected m the past 25 years
Connectivity was damaged by COVID-19;18% fallin city-pawrs by year end

Unique city-pairs and real unit air transport costs
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Air connectivity may not be restored on some markets
Weighted by destmation mtra-Europe connectivity down -25% H2 2021

Intra-Europe international air connectivity
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Domestic air connectivity restored, risk for international
Chma domestic air connectivity fullrecovery. International Q4 2021 -50%

China domestic and international air connectivity
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COVID-19 boost East-shift of air travel centre of gravity

Temporary shift East to where we forecast centre of gravity in 20 years
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Demand shocks do not usually cause structural changes
Previous shocks cut 5-20% from RPKs but recovered after 6-18 months

Global passenger kilometers flown (RPKs), indexed
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This demand shock has been uneven across markets
Hardest hit has been mternational arr travel. Air cargo much less affected.
Cargo tonne km (CTK) and passenger km (RPK), Jan 2020 =100
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But there has been a higher cost for trade using air
Ongoing severe capacity shortage has forced airr shipping costs higher

Cargo yields (inc surcharges)and cargo tonne km flown
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Capacity shortage for cargo due to grounded pax fleet
Freighters highly utiized but 50% cargo usually m passenger aircraft holds

Cargo capacity growth in freighters and passenger aircraft
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Have slot holdings by incumbents held up recovery?
Major European LCCs growing strongly and entering new markets

Share of flights on routes already operated in
summer 2019 vs. new routes

Number of flights on top new routes, Jun-Jul 2020, both ways
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Slot constrained airports often too costly for LCCs
High cost ofoperating from congested amrports discourages many LCCs

- Tier 2 airport - Tier 1 airport
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Constraint to connectivity is border travel restrictions

Border controls on arr travelremam high m allregions

International travel stringency index weighted by population (Jan 2020-March 2021)
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Restrictions driven by COVID -19 controlchallenges

More mfectious new variants have made the virus even harder to Iimit
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Vaccination should allow markets to reopen in stages

Rollout of vaccmation i1s uneven, as i1s governments’approach to risk

Airfinity's vaccination rollout forecast
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Source:IATA Economics using forecasts from Airfinity Science Tracker https:/science.airfinity.com/covid-19-science-macro as of9 Apr2021



https://science.airfinity.com/covid-19-science-macro

We know that there is substantial pent -up demand
Whenever travelrestrictions are eased leisure/VFR demand surges

Forward bookings, year-on-year % change
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International markets show air travel rises when allowed
Impact of Europe’s arr corridors and removal of quarantmme in Americas
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Will “Zoom’ cause structural loss of business passengers?
Long-haulservices and network busmess models supported by high yield

EXHIBIT 17 Summary of outlook for different business travel types
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We estimate COVID-19 long-term loss of2 years growth

Strong rebound when border travelbarriers removed but not fullrecovery

Global O-D passengers, billion
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But 2020/1 revenue shock challenge as many costs fixed
Difficult to avoid fleet and other ‘semi-fixed’costs,so cash burn high

Global airlines revenue, USD billion
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More than US$173bn airline losses in 2020 and 2021

Unprecedented losses for amlmes, far higher than during Great Recession

60 - Airline industry net post-tax profits, USD bllion
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Government aid could distort airline competition

But significant proportion is debt and some aid cond

itionalon remedies

Government aid made available to airlines due to COVID-19, by type (USD bn)
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Survival at cost of huge rise in airlines’ debt by end -2020
Essentialdeleveraging willabsorb free cash flow for years limiting CAPEX

700 -

39 8 651
600 | 78 ]
. [
500 1 L —
430 L
400 !
| J
| Banks, capital markets, lessors
300 -
Government

200
100

[} .

A o« e 2 o
0 e = ,&\o o et© ™ 3\
-.d‘L (%) S e‘(\ -a‘:\ Al AN &
@ 60“ A O e® ﬁ\f(\ RCN 5‘5"} o Goﬁ\\oaf‘% o \9\?@6‘“@
o o %°° 3 \é‘ O o
\}(3 o qa{‘- \],3..’%.\5
o
Sl ) s
=2
IATA

Source:IATA Economics using data from own estimates of Government aid, private debt estimates from Airfinance Journal,
November2020.Debt includes adjustment for operating leases.



Darwinian creative destruction may be absent
Failure and consolidation usually mportant part ofadjustment to shock
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