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1 A “ONCE IN A LIFE” TRANSFORMATION CHALLENGE FOR THE AVIATION INDUSTRY A .

Indebtness of all parties in the Aviation ecosystem increased significantly during
COVID

Evolution of debt for selected players
2019 — 2021, in USDm 2021

D D D >

93124 452 478 64 051 8 855 9 000 93 639
48 645
294 716 63 748
53 064
2019 2021 2019 2021 2019 2021 2019 2021 2019 2021

Panel : Airbus, Boeing, Embraer, Safran, Panel : 42 airlines (leading Legacies & Panel : 18 individual and global airport Panel : Dufry, China Duty-Free Group Panel : Aercap, Air Lease Corporation,

uTC LCCs in North & Latin America, Europe, groups covering (North & Latin America, SMBC Aviation Capital, BOC Aviation
Middle-East, India, China, South East Europe, Middle-East, India, China, South
Asia & Oceania) East Asia & Oceania)

Note: 1) GCAS Acquisition debt in October and November 2021 , Aercap emitted $22bn of debt to acquire GECAS
Source : EIKON, Orbis, Companies’ Annual reports, Arthur D Little 4



1 A “ONCE IN A LIFE” TRANSFORMATION CHALLENGE FOR THE AVIATION INDUSTRY

... Whilst the industry has to finance ~18.000-20.000 Bn$ in next 20-30 years to
achieve a “once in a life time” transformation, in almost all domains of the business

Pre-Covid Pre-Covid

Airport &
ATM
capacity

Fleet

renewal
increase

Full value chain for
100% e.fuel
(from well/green
electricity to wing) =
~10 000 Bn$ by 2050

2025-50 2020-50

Infrastructure
(airports + ATC)
need by 2040 : +

2400 Bn$

Fleet renewal : +/-
42.000 aircrafts
by 2040 = +/-
5700 Bn$

Sources :
Airbus, World Economic Forum, ACI, IATA, UE, Arthur D. Little analysis

Post-Covid Post-Covid
Re-invention
of business Consoli-
& operating dation?!
model
2020-25 2020-30
Mostly time & ~100 Bn$ for
effort... airlines only
... and (considering 20%
restructuring to 25% of airline
OPEX industry equity

value being under
transaction)

lcurrent EV EBITDA multiple of large public airline groups considering gearing ration of 60%, Arthur D. Little estimate of % of airline equity to be under M&A process
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The industry will have to leverage all options to overcome the financing of its debt
and of its transformation whilst facing many obstacles

... but many obstacles to

Many options and levers to activate... _
overcome:

7 Tapping into
Consumer pocket

Regaining 6  Ensuring government (i.e. tax

strategic and payer) support

economic Building new coalitions & partnerships

freedom ? 5 with private investors, other industrial
ecosystems

Innovating the business

Continuing and reinforcing focus on performance improvement to
increase profit generation

Recovering the volumes and pursuing growth

Inflation...

Optimisation of commercial offering,
Ancillary revenues strategy

Strategic industry for many reason
(sovereignty, tourism economy...)

Clean fuel ecosystem as a perfect area
to leverage partnerships

... many different undervalued assets at
all parties...

Remaining gap between legacies and

LCCs, automation of processes and
intelligent flow management
... travel eagerness of new generation +
socio-economic development of
emerging countries

... eroding the cost of existing debt

... hyper-competition among ailrines
hampering price discipline,
impact of digital on travel retail
... other priorities than transport @
governments given long-lasting effect of
current social and energy crisis ?

... habit of economic self-sufficiency in
Aviation industry

... cash constraints and risk aversion
culture of the industry

... non-fuel cost productivity is slowering
significantly as marginal gains are more
difficult to achieve
... uncertain recovery of business travel,
impact of flyshame in developed
economies

... changes in Fx rate $ vs other
currencies, higher financing cost ahead
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3 others dimensions as key enablers to the strategic transformation of Aviation

Economic regulation & taxonomy : need to pinpoint taxes
on Aviation towards financing green transition, airports
should keep efficiency gains to finance green CAPEX

Shareholders perspective : business and risk

Strategic profile of airports have been much changed and
transformation attracting new type of shareholders / keeping
enablers current ones is a key challenge

Corporate culture: airports & aviation
should keep being focused on “risk
management” but should also
encourage a “breakthrough” mindset
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A

Recovering the volumes: how to reduce the risk of losing up to 30% of business

traffic and 15% of leisure traffic?

Business
traffic

- Leisure
traffic

VFR
traffic

A third of customers considers flying less due to climate change
Satve tesats wih 8 000¢ rsporses hom 17 8rpe 1IN Mty

Sources 2020

activity

Share

High

Base

Distribution of business trips by type of Impact COVID

Low

Clients & negotiation meetings

25%

-20%

-10%

-0%

Conventions & trade shows

20%

-20%

-10%

-0%

Professional services (Consulting, etc.)

21%

-40%

-30%

-10%

eetings with colleagues

20%

-60%

-50%

-40%

Regular commuting

5%

-15%

-10%

-5%

Technical support & miscelleanous

9%

-10%

-5%

-0%

[Total impact on traffic

100%

-31%

-22%

-10%

e AWArENEsSSs!:

e The VFR segment is affected by the same trends as the leisure segment in

Decrease in traffic induced by environmental

-20 to -50% among the 8% of pax ready to
give up flying permanently
-10 to -25% among the 31% of pax
considering reducing the use of aircraft
-0 to -10% among the 61% of pax those
who do not pronounce themselves

Source:

Sources 2021

Source:
McKinsey & Company

Business travel will take longer to recover, and even
then, we estimate it will only likely recover toaround
80 percent of prepandemic levels by 2024. Remote
work and other flexible working arrangements are
likely to remain in some form postpandemic and

people will take fewer corporate trips.

AIR TRAVEL MOST AT RISK

Roland Berger

terms of environmental awareness, but less importantly, especially for
international flights offering fewer alternatives means of transport (rates
divided by 3 for domestic routes and by 2 for international routes)

Source: AMP, Wall Street Journal, McKinsey, Avolon, Chaire Pégase, Harris Interactive, Press Articles, Arthur D. Little Analysis

Baisse du trafic aérien loisir de 10%

10% to 30% of
business traffic
threatened

3.5% to 11%
of total traffic

5% to 15% of
leisure traffic
threatened

1.5% to 5% of
total traffic

2% to 10% of
VFR traffic
threatened

0.5% to 4% of
total traffic

L
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APL

Recovering the volumes: full Service Airlines may be severely impacted by COVID; LCCs
grab market shares on Medium Haul, and Long Haul demand will be slower to recover

Market share per airline type
Billion Seats, 2009-2040

Others [ FSC Major Ml LCC

19,3Bn  2,4Bn

28% ~26%

13,8Bn  1,7Bn

32% "28%
10,1Bn 1,3Bn

D816 e R
3% 8%

65%

6,3Bn 0,8Bn 67%

5% 9%

MH  LH MH LH MH LH MH LH
CAGR: 4.3%  5.2% 26% 2% 3% 3%
2009 2019 2030 2040

Sources: SRS, Arthur D. Little

MH : Medium Haul (<3500km); LH : Long Haul
LCC : Low cost carrier

FSC : Full service carrier

Market share & CAGR per airline type
Billion Seats, 2009-2040

2009 2019 2030 2040

CAGR: Others 2.7% 1.4% 1.9%
I FSc Major 4.3% 1.4% 2.1%

M .cc 7.7% 4.9% 4.6%
Industry total 4.5% 2.6% 3.1%

10
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A

Improving performance: the opportunity window to improve airlines manageable
costs (i.e. utilisation of aircrafts & crews, non-fuel costs...) is narrowing

Load factor evolution in pax & cargo segments

- World, in BhUS$ -

Remaining potential : +7pts ?
Best in class LCCs are

100% r(eaching 95%+ level, but
95% industrywisg, 90% seemsa
— limit)
0, N
90% CGazd%> ‘
85% ~83%
80% — )
/\JJ' / Pax load factor
75% =
70%
Cargo load factor
65%
60%
55%
50%

2004
2005
2006
2007
2008

Source : IATA, Arthur D. Little

2009

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021E
2022F

Evolution of non-Fuel costs
- World, CASK excl. Fuel in cts US$ -

16

14

12

10

-

| ---~“]‘!Iii"-___~.‘

Ne

Lower productivity gains on non-
. fuel cost base after a decade of
massive restructuring of the
industry (+ entry of LCC players)

\

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021E
2022F

— Non-Fuel CASK ($cts) - Nominal
Non-Fuel CASK ($cts) - Real in $2021

11
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Improving performance: the usual 3 tactical business golden rules = Sweating the
assets, Simplifying, Monetizing (example for airlines & airports)

> Es

Airline @ Airport

¢ Increase passenger throughput at key steps
e Seating densit of the process (automation of controls &

9 y check, of people movers...)
[ * Aircraftflown hours e Al.-based ressource planning

* Crew flown hours e CDM for airside operations productivity &

punctuality improvement....

Low-cost ) 7N g
4 N [ N
base e Simple fare grid
c i e « No frills for free » on board & on the
Gain of enabling... ¢ ound
Market Share o Single aircraft type fleet e Streamline handling operations
& Supel’ior e Outsourcing of non-core business (MRO, e Self-service check-in & boarding
. c Ground Handling...)
Profit ... to stimulate | .
. e Outsourcing / Automation of support
demand with ( processes )L )
low prices ( N ( h
e ... everything that is costing (ex: additionnal
bags) o Passenger flow : car parks, retail, food &
L e ... andthatis not costing (ex: emergency beverage, advertizing...
raw seat) .
e Land area: real estate
e ... plus all your unique strategic assets S .
(client database & loyalty program members, ° ;Jélrl\l;[:ggs {:g![leot];agvr\:g‘ water and telco
ability to place aircraft mega-orders to get
huge rebate and resell A/C at a profit etc...)
& AN J

12
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Innovating the business: leveraging & monetizing new assets in order to augmente
the business model of each party ?

Airlines

Airports

Slots
Crews
Fleet

IT systems

Land area

Expertise on non-aero revenue
generation (car parks, retail,
F&B...)

Licenses
Hangars
Technicians

Geographical position on trunk
routes

People skills & cost
management

Strategic assets 2020-2035+

Strategic assets 2000-2020

Brand
Customer base & Loyalty programs
MRO business unit

Intermodal transport node
Clean energy production for catchment area
International / Network footprint

Digital ops, Big Data & Artificial Intelligence
based asset management

Ability / Capability to be prime contractor
Dual business Civil - Military

A.l. augmented ATM

Ability to deploy efficient local air traffic
management (UTMs, remote towers)

13
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An upcoming consolidation among airlines should happen, shifting the bargaining power
In their favor and increase competition among, airports to attract traffic

The case for further consolidation in Europe ? Candidates for consolidation in European sky ?

Share of intra-Europe/intra-US traffic by actors in 2019 (in %)

100 100
Others 32 Dihers 3
SAS
Skmgta = AIRFRANCE KL M 8 Air Baltic
- 11 GROUP Jet2
UNITED § m 1 easyJet e
Condor
A D E LTA 16 T 13 e Smart Wings
BRITISH AIRWAYS TAROM
Corsair B|ue A"'
Air Austral Croatia Airlines
American Airlines “§ & Lufthansa Air Serbia
TAP  Air Europa ITA Airways Pegasus
S h Volotea Adfean
out westQ RYANAIR Blu%bird

Europe
Source : Fondapol 14
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A game changer for airlines would be to reach critical size, by creating “ad-hoc
JVs” or by partnering with a performing multi-airline brand holding group

Strategic level :
Joint management of
strategic resources
and contracts

-

3-level
platform
airline holding
for co-
opetition:

Marketing level :

B —

Examples of existing
multinational airlines’ holding

roup :
® Fleet ® FFP SINGAPORE g p
Cooperation : MRO
Leveraging ¢ * Cargo IAG L
critical size for | £ : .
uel e Financin :
bargaining power g indigo
o IT RYANAIR
""""""""""""""""""""""""" BN 2NN N R
e Network & ! sganszs ! EJ ‘z"’”'f" i
Competition: Schedule | | MART |
Leveraaqi | scoot !  volaris == |
ging e Revenue Mgt Someeooo- ' ;!
customer / 9 ===y Wiz
: ) vueling 1=---=----
marketcentric . Pproduct & Service | > |
BIEE . : IBERIAF. :
e Sales & Marketing | !
Aer Lingus

Operating level :
Tailored made operating

vehicles to rip the benefit of
higher flexibility and lower cost
base

Source: Arthur D. Little

Competition:
Leveraging local
opportunities to

manage costs

e Local AOCs

e

@ﬁm ARE HIRING..- | ﬁﬁ

T RYANAIR &
oLoTreerit]

A

15
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A

Consolidation trend among Ground Support Services providers is also on going and

should accelerate

Critical size advantages

Ground Handling Industry

Catering Industry

COST OPTIMIZATION

e Ability to lower procurement costs

¢ Ability to standardize operational
processes & practices and to
leverage IT / Digital solutions

e Ability to mutualize asset utilization
across stations

¢ Ability to leverage shared service
centers

REVENUE PROTECTION

e Geographical risk mitigation at global
level

e Customer risk mitigation at global &
local level

Source: Arthur D. Little analysis

Total open market value : ~15Bn$
(open market : ~45%)

Swissport

BBA

Dnata [7.1%

Others more
.8%
55-8% 1 an 1000

Menzies
players

SATS m
Aviapartner

Celebi Havas

Top 9 = 45% of global market

Gategroup

Total market value : ~20 Bn$

LSG SkyChefs

44.3% Others

14.1%

2.8%)
0.9%
Servair

SATS D0&Co

Newrest
Autogrill

Top 8 = 50% of global market

16
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Aviation should build new coalitions to invest in the transformation towards Clean
Energy and accelerate it

The perfect coalition for Clean Energy in Case study : main partners in
Aviation ? Project WESTKUSTE100... without Aviation !
L WETERTE Industrial scale green hydrogen and decarbonization

Fuel
producers
Private
Electricity investors il
suppliers (Infra Funds, p
Crowd
funding...)

Public
funding
(grants,

fiscal

H2
producers

CO2 incentives...) t\ . . ——
emitters’ Holcim (== | lurdEEonomucAffans
: (')rsted ‘ RAFFINERIE and Energy
Cement, : : eDF

Steel. ..
Where is Aviation ?

17
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Government « invested » ~90bn$+ in the air transport industry during COVID, with
airlines grabbing >90% of it... but with debt dominating, except in the USA

Governmental support to the aviation industry per geography and per financial instrument type

- April 2020 - Not considering Wage
subsidy schemes
93,6Md USD 35,0 0,4 31,4 2,00,1 23,3 1.4
= .
?%% %% Airports USA had a 00 m Fauy
I Airlines more [ Grant
“supportive” Loan
approach at the
peak of COVID Tax Deferral
than RoW... 1,0
and keep to this
approach in the
» perspective of
the transition to
Clean Energy
(leveraging tax
incentives
rather than
additional '
taxation) 0.4
1,3 0,1
2020 North_America South_America Europe Africa Asia Oceania
Middle_East

Source: Arthur D. Little research, April 25th, 2020 18
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Consumer pocket (airlines): ability to increase prices will be key, whilst in COVID period airlines
were not capable to repeat their past performance in terms of increasing profit generation

Price evolution Expenses evolution Operating profit evolution
(revenue per ASK, US$ cts ,world) (Expenses per ASK, US$ cts ,world) (Op. profit per ASK, US$ cts ,world)

SO0 OANMITUNOMN0O O WL OO~V OANMIONDONOO®O LW LL ! OO~ OANMITOONOO®O LW LL

COO0O0 000 TdAddd A A A A AAN AN OO0 O0O0O0TdTdddd A A A AddN N OO0 O0O0O0dddddd A A Add NN

[cleololojoojojojojojolololoNoNoNoN NN [oleoleolojolojololojolojololoNoNoNoN NN [oleolololojololojolojololololoNeNoN N
N N N

— RASK ($cts) - Nominal — CASK ($cts) - Nominal — Op. Profit per ASK ($cts) - Nominal
RASK ($cts) - Real in $2021 CASK ($cts) - Real in $2021 Op. Profit per ASK ($cts) - Real in $2021

Source : IATA, Arthur D. Little 19
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Consumer pocket (airlines): hypercompetition prevents airlines to pocket-in gains from
lower fuel cost and is hampering profitability of the industry, consolidation will be key

Historical airlines Expenses

Historical airlines revenues per activity
- World, in BhUSS$ -

- World, in BhUS$ -

800 Bn$ 1 800 bn$ -
750 Bn$ - Decrease in fuel 750 bn$ - @
700 Bn$ expense is given away 700 bn$
650 BnS A to customers because 650 bns 4
of remaining hyper-
600 Bn$ 4 competition among 600 bn$ 1
550 Bn$ - airlines 550 bn$ -
500 Bn$ - 500 bn$ A . .
450 Bn$ - Increase of ASK of 450 bn$ 1 : !
400 Bn$ - +13%, i.e. airlines 400 bn$ + E i
350 Bn$ A gave away price 350 bn$ ! I '
300 Bn$ reduction again 300 bn$ - P l :
250 Bn$ Decrease of ASK is 250 bn - E ! : E
200 B only -4,3%, i.e. 200 b - i |
n$ airlines gave away n$ 1 ! E | |
150 Bn$ price reduction 150 bn$ b E i
100 Bn$ 100 bn$ - ro ! !
50 Bn$ — 50 bn$ - P o
0Bn$ ! ! 0 bn$ e ! !
< 0O O N~ I N M < IO O~ 00 O O W W < 0O O 0 OO0 4 AN M <~ WU O~ 000 O W W
o O O o I d A A d d d 4 d N 4 N Recent Critical O O 0 0 00 4 d d d 4 4 4 d 4 4 N o4
o O O O O O O O O OO O O O o O O O O O O O O O O O O O O O O o N
AN N N N AN AN &N &N &N N N N N N 8 8 importance Of Car901 but AN AN AN AN AN N N N NN AN AN NN NN N 8 8
Passenger revenue due to price effect mainly I ruel Expenses
(see next slides) : a
Cargo revenue “cargo bubble” ? Non-Fuel Expenses
20

Source : IATA, Arthur D. Little
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Consumer pocket (cargo): the next bubble ? Historically slowering growth, flat yields... but recent
hike thanks to capacity gap belly vs full cargo: what if with pax recovery and global trade slow down ?

Airline industry cargo volumes

World. in FTK aroduced and Tons Airline industry cargo yield Capacity gap Pax vs Cargo
! P - World, in US$ per FTK - - World, ASK vs ATK index 100 in 2004 -
transported -
300 ~
800$ - 240 1 e
220
250 - 700$ - 200
600%$ - 180
500% -
Slow-down in transported 140
. [ wth ?
150 volumes gro 4008 4 120
100
100 i 300$ 7 80 i - -
Capacity gap between Pax & Cargo business
200$ - 60 A is still x2 narrower in 2022 vs in 2019 (pre-
50 + Flat / slightly decreasing historical yield in real 40 - COVID), crc:[.\atlng shto?age e Cerge
100$ - terms, recent hike due to capacity shortage in 20 | ransportation
air & sea freight
3885823032328 532AWE 3885832003388 ER3AWE 288888882 8d288238gYy
RERRRRSRIRSRSIRCRRES RERIRIRRRSRSRRRREREY NESNNRRNRVNIRVNRNNGY
— FTK (million) +3,1% — Cargo Yield ($/FTK) - Nominal — Pax capacity (ASK, Billions)
Tons (millions) +3,6% Cargo Yield ($/FTK) - Real $2021 Cargo capacity (ATK, billions)

21
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Consumer pocket (airports): Travel retail experienced a tremendous growth in 2001-2019... but

started to slow down in 2015 and was pulled by Asia & DownTown rather by Airport channel

Duty-Free market :
an exceptional growth post 2001

Duty Free market value, Bn$ and CAGR

Duty-Free market :
growth engines since 2014

37
16 2021 20 20
20 20
14 1545 1818 19
581011HHHHHHHHHHHHHH
HHHH
LOMNOOODOTAANMNMTULONOVDOOOTAANMNMTITULONODOOOANMNMSTTOONOOOO
[coNeceNcoNcoNeco N N ) N N N N N ) N N ) No) NolololololololoNeNe R o R0 K R B B Rk b R KN
[ONoNoNoNo NN NoNoNoNoNoNo NN NeololololololololololoNoloolololololoNoNe Ne]
A A A A A A A A A A A AAATNNANANANANANANANANANANANANANANANNANANNN

Source : DF World Council, Generation

86,3
63,7 377
0,8 43,6%
5,9
46,3
24,6 HHEEHREE
e I o 44,0
36,8 (50,9%)
(57,7%)
20,6 21,2
2014 2019 2014 2019
(] Europe B8 Middle-East [ 1 Airports Ferries
Americas Africa Airlines m DownTown

Asia-Pacific

APL

22



2 QUICK OVERVIEW OF AVIATION’S OPTIONS TO FACE THE DEBT AND INVESTMENT CLIFF AHEAD

Arthur D. Little has been at the forefront of innovation since
1886. We are an acknowledged thought leader in linking
strategy, innovation and transformation in technology-intensive
and converging industries. We navigate our clients through
changing business ecosystems to uncover new growth
opportunities. We enable our clients to build innovation
capabilities and transform their organizations.

Our consultants have strong practical industry experience
combined with excellent knowledge of key trends and
dynamics. ADL is present in the most important business
centers around the world. We are proud to serve most of the
Fortune 1000 companies, in addition to other leading firms and
public sector organizations.

For further information please visit www.adlittle.com or
www.adl.com.
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