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US Airways saw slight rebound in 4th
quarter

Last year was a bruising year for airlines, with travel
demand falling more than it ever had, but US Airways and
other carriers ended the year on a relatively positive note.

Tempe-based US Airways, the nation's fifth-largest carrier
by passengers, on Thursday reported a fourth-quarter loss
that was dramatically smaller than a year earlier and a
cash balance that was slightly larger. Its stock rose nearly
6 percent.

Other carriers also reported sharply improved results the
past two weeks, with Southwest and JetBlue posting
quarterly profits.

Airlines have been saying for a few months that they are
seeing early signs the economy is improving, with all-
important business travel demand picking up. That is
giving them more power to raise airfares and reducing the
need for aggressive fare sales.

"While the industry is not out of the woods yet, we
continue to be encouraged by the improving demand
environment," US Airways President Scott Kirby said on the
airline's earnings conference call Thursday.

Kirby reiterated earlier comments that the economy does
not have to improve dramatically for airlines to show
sizable gains this year because 2009 was so bad, with
double-digit declines in revenue several months running.

Airlines responded by ramping up many of the efforts they
began in 2008, which was another miserable year because
of sky-high fuel prices.

They raised passenger baggage fees and other charges, cut
costs and shrunk some more by eliminating unprofitable
flights and, in the case of US Airways in Las Vegas,
downsized entire hubs.

Overall, US Airways reduced its seat capacity by 4.5
percent in 2009. Even Southwest Airlines, known for its
perennial growth, started cutting back significantly,
mostly by reducing the frequency of flights between cities.

US Airways, seen as one of the weakest financially, took
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some additional steps to conserve its cash, including a major
decision to defer the delivery of 54 new planes that were due
to arrive in the next couple of years.

The aggressive steps airlines had to take helped offset the
plunge in revenue, US Airways CEO Doug Parker said, pointing
to US Airways' quarterly and full-year financial results.

For the October to December quarter, US Airways reported a
net loss of $79 million compared with a net loss of $543 million
in the fourth quarter of 2008. Expenses were down nearly 17
percent thanks to a decline in fuel expenses.

Excluding a flurry of one-time charges related to international
routes, severance, flight cutbacks and other factors, US
Airways reported a quarterly net loss of $32 million, or 20 cents
a share, a fraction of the $222 million loss, or $1.94 a share, in
the year-earlier period. The consensus estimate among Wall
Street analysts was for a quarterly loss excluding special items
of 50 cents per share.

Quarterly revenue fell 5 percent, to $2.6 billion, but the
decline would have been steeper were it not for baggage fees
and related "other" revenue, which jumped 10 percent in the
quarter.

For the full year, US Airways' revenue was off nearly 14
percent, to $10.5 billion from $12.1 billion due to the
recession, flight cutbacks and discounted fares. Passenger
revenue plunged 18 percent and cargo 30 percent, but they
were offset in part by a 20 percent increase in "other" revenue.

US Airways said it took in $425 million from baggage fees, the
sale of premium seat assignments and other "a la carte"
revenue in 2009 and expects to top that figure by $100 million
this year.

The airline reported a $205 million loss for the year,
significantly better than the $2.2 billion loss in 2008. Excluding
special items, the loss was $499 million, or $3.75 per share,
down from $808 million, or $8.06 a share, in 2008.

The airline ended the year with $2 billion in cash, $1.5 billion
of it unrestricted. That's $261 million higher than at the end of
2008.

Source: Dawn Gilbertson, azcentral.com - 22" January 2010
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Boeing forecast shows optimism despite
market

Boeing management laid out a relatively steady forecast for
2010 in its quarterly earnings teleconference Wednesday,
though executives acknowledged that it promises to be a
challenging and expensive year for the planemaker.

Financial guidance for the year ahead was cautious, but
prospects for future sales and production were as upbeat as
could be expected given the current airline market downturn.

"The global recession has clearly affected our airline
customers.... It will take some time for economic indicators to
rebound significantly,” said Boeing chairman and CEO Jim
McNerney. "Despite the challenging environment, our
commercial backlog (of orders) is holding strong."

Production in the Puget Sound region factories is expected to
dip no more than previously forecast.

Assuming no major glitches during flight tests, the planemaker
anticipates first deliveries of both the 787 Dreamliner and the
747-8 jumbo jet by year end.

During the year, spending on capital expenses and research and
development will add up to nearly $6 billion. That includes
about $700 million for expanding Boeing's manufacturing base
in South Carolina and about $4 billion in development costs,
primarily on the 787 and the 747-8.

Management will also likely decide on whether to invest in
development of a new engine for the 737, McNerney said.

Profit margins in the commercial airplane division are
projected to slip from around 12 percent of revenue in 2009 to
about 7 percent in 2010.

Prospects for delivering airplanes remain steady.

McNerney said the pace of deferral requests has slackened,
after customers in 2009 cancelled 121 orders and deferred
some 271 further orders to a later date.

In 2010, Boeing projects delivering 460 to 465 airplanes, about
20 fewer than last year. Those delivery slots are already sold
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out, with some overbooking that could cover cancellations.

The decrease in deliveries from 2009 will be almost entirely in
the more expensive widebodies, including about a dozen fewer
777s because of a planned production cut coming in June.
McNerney said Boeing will hold its current production rate for
the 737 single-aisle jet "for the foreseeable future.”

The projection presumes only a "few" Dreamliner and jumbo jet
deliveries by year end, perhaps about five 787s and a couple of
new 747-8s.

By the end of 2010, the company expects to have, in addition
to four 787s in process of final assembly and six flight test
airplanes, about 20 additional completed Dreamliners rolled
out.

But before delivery to customers, those early production planes
will have to be modified with various changes mandated during
the certification process. Some of them will be modified in
Everett, some in San Antonio.

More than a third of Boeing's projected capital expenses for the
year will be devoted to building its second 787 final assembly
line and jet delivery center in Charleston, S.C.

The 2010 forecast of about $4 billion for research and
development is down from more than $6 billion in 2009, when
spending ballooned due to high extra costs on the company's
two new airplane programs.

Delays and production issues with the 787 Dreamliner in 2009
forced an additional accounting charge of $2.7 billion beyond
prior projections, while the 747 added $1.4 billion in charges.

Looking further ahead, chief financial officer James Bell said
research and development costs will remain high in 2011, about
$3.5 billion, because the company will still be funding
development work on the 787-9, the 747-8 passenger model
and also potentially investing more in putting a new engine on
the 737.

Source: Dominic Gates, Kansas.com - 28" January 2010
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2009, worst year for global airlines, says IATA

The International Air Transport Association (IATA) in its report
for December and full-year 2009, stated that statistics for
international scheduled air traffic showed that the industry
ended the year with the largest ever post-war decline.

Passenger demand for the full year was down 3.5 per cent with
an average load factor of 75.6 per cent, with freight showing a
full-year decline of 10.1 per cent with an average load factor
of 49.1 per cent.

Africa’s carriers experienced a sharp decline of 6.8 per cent in
2009 primarily on an exceptionally weak first half. Their year
ended with December demand at 3.1 per cent above previous
year levels.

Director-General of IATA, Dr. Giovanni Bisignani, equally
disclosed that globally, airlines spend $5.9 billion a year on
what are essentially measures concerned with national
security. "This is the responsibility of governments, and they
should be picking up the bill."

He stated that "governments and industry are aligned in the
priority that we place on security. But the cost of security is
also an issue. Globally, airlines spend $5.9 billion a year on
what are essentially measures concerned with national
security. This is the responsibility of governments, and they
should be picking up the bill".

"In terms of demand, 2009 goes into the history books as the
worst year the industry has ever seen. We have permanently
lost 2.5 years of growth in passenger markets and 3.5 years of
growth in the freight business" he said.

Bisignani, however assured that despite the fact that the
industry started 2010 with some enormous challenges, the
worst should be over now, but cautioned that it was not yet
time to celebrate, noting that adjusting to 2.5 to 3.5 years of
lost growth means that airlines face another spartan year
focused on matching capacity carefully to demand and
controlling costs.

The IATA boss stated that international passenger capacity fell
0.7 per cent in December 2009 while freight capacity grew 0.6
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per cent above December 2008 levels, with yields improving
with tighter supply-demand conditions in recent months, but
they remained five to 10 per cent down on 2008 levels.

In a related development, carriers in Asia-Pacific, Europe and
North America recorded year-on-year declines in passenger
demand of 5.6 per cent, 5.0 per cent and 5.6 per cent
respectively in 2009.

Asia-Pacific carriers stand out as benefiting most from the
year-end upturn with an 8.0 per cent year-on-year
improvement in December. This reflects their 35 per cent
contribution to the year-end rise boosted by the significant
economic upturn in the region.

By contrast, European carriers saw a 1.2 per cent decline and
North American carriers declined by 0.4 per cent. While both
North American and European carriers saw demand
improvements in the first half of the year, the second half was
basically flat.

Middle Eastern carriers generated the fastest growth in
passenger traffic at the end of the year with a 19.1 per cent
increase in December and 11.2 per cent growth for the entire
year. These gains resulted from Middle Eastern carriers taking a
larger share of long-haul connecting traffic over their hubs.

Source: Wole Shadare , ngrguardiannews.com - 28" January 2010
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XAIC signs new contract with Boeing

Xi'an Aircraft International Corporation (XAIC) signed a contract
to supply another 1,500 vertical fins for Boeing's B737 aircraft
which is worth more than $300 million on January 26. XAIC,
Boeing Co. and China Aviation Supplies & Export Corporation
(CASC) also signed a follow-on contract the same day,
according to Ifeng.com Wednesday.

This new order is one of the largest subcontracting agreements
so far that the Chinese aviation manufacturing industry has
ever received in terms of dollar value. This contract marks the
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shift that the cooperation between XAIC and Boeing has
evolved beyond co-production to joint development, according
to information from XAIC.

The new order shows that XAIC has become adroit at producing
large-size aircraft components and has the ability to produce
them in a large volume. It is also significant that XAIC has
enlarged its collaboration with international manufacturers,
said Meng Xiangkai, president of XAIC.

"The delivery of the 1,500th vertical fin together with this new
contract serves as a milestone for our cooperation. XAIC is the
longest-standing and most valuable supplier and partner for
Boeing in China. We are proud of achievements that XAIC has
made and we commit to continue our win-win partnership,”
said George Maffeo, vice-president for supplier management,
airplane programs, Boeing Commercial Airplanes.

XAIC received widespread plaudits and respect from its
international counterparts for both management and
production abilities. In 2009, XAIC took in $120 million from its
international subcontracting business, which is a 20 percent
increase above the previous year.

Source: business.globaltimes.cn - 27" January 2010
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Indochina Airlines has aviation transport
rights revoked

Indochina Airlines has had its transportation rights revoked by
the Civil Aviation Administration of Vietnam (CAAV).

The decision was made on January 25 by CAAV after they
declared they could find no evidence that the currently
grounded airline had any immediate plans to take off again.

In the latest report sent to CAAV, Indochina Airlines once again
asked for permission to delay providing flights again to January
31 instead of January 20, because shareholders have not
delivered more money into the airlines’ account, about 400
billion dong, as expected.
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The carrier blamed money not arriving due to the problems in
“payment procedures”.

Prior to that, CAAV had many times warned Indochina Airlines
about the possibility of revoking transportation rights.
However, Indochina tried to show that it was making efforts to
resume flights for Tet 2010. This has successfully persuaded
CAAV to grant a flight schedule to Indochina Airlines, again.

In late December, online bookings at indochinaairlines.vn were
opened again. Passengers were again asked to make contact for
tickets. However, any passengers who tried to book tickets in
January, February and March all received a notice saying no
ticket were available.

Under the current laws, an air carrier will have its operation
license revoked if it stops operating for at least one year

Providing the first commercial flight on November 25, 2008,
Indochina Airlines has faced many financial difficulties over the
last year. The air carrier has 10 times broken its own promise
to resume flights. It has had transportation rights revoked four
times so far. Indochina Airlines now has no aircraft, and many
employees have left.

Source: english.vietnamnet.vn - 26" January 2010
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IBA’s Comment:

“There are a
number of well
capitalised start
up airlines now
in Vietnam, and
we cannot see
that Indochina
will be able to

resume
operations.”

- Owen Geach

Delta to upgrade service, not planes

Delta Air Lines Inc. will invest $1 billion over the next 3 1/2
years to improve customer service, remodel existing aircraft
and improve fuel efficiency instead of buying new planes like
some of its competitors.

Even those airlines scheduled to add new aircraft in the next
few years could slow down the pace of deliveries if the
economy takes a turn for the worse and air travel does not pick
up. Fuel prices also have risen in recent months, adding to the
uncertainty.

Delta, the world's biggest airline and one of Columbia's
dominant carriers, said Monday it will spend roughly $300
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million per year through mid-2013 to add more entertainment
options in coach cabins, lie-flat seats for international premium
customers, airport VIP lounges and other customer service
enhancements.

Some of the money will also go to improving fuel efficiency.

Delta, based in Atlanta, said that rather than invest in new
aircraft, it wants to spend money to improve the consistency of
services offered to different groups of customers. The airline is
taking delivery of only four new aircraft this year, according to
a spokesman, who said Delta's plans beyond 2010 will be
disclosed later.

In contrast, United Airlines said in December that it was
ordering 50 new airplanes with list prices totalling more than
$10 billion. The unit of UAL Corp., based in Chicago, will not
take any deliveries of the planes until 2016. It also has
extensive rights to defer the orders.

American Airlines plans to take delivery of 45 new Boeing 737s
this year as part of its effort to replace some of its aging
aircraft. The unit of AMR Corp., based in Fort Worth, Texas,
took delivery of 31 new 737s in 2009. It has said it will commit
to eight more deliveries in 201

Source: The Associated Press, thestate.com - 26" January 2010
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IBA’s Comment:
“It will be

interesting to
see whether
Delta places a
new aircraft
order in 2010 or
delays this till
2011/ 2012.”

- Owen Geach
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IBA Group News

Press Releases & Presentations can be viewed in the News & Views section of our website, www.ibagroup.com

Conference Dates

23" - 26™ March 2010 - The 24" Annual Commercial Aviation Geneva Forum, Geneva - Owen Geach will be speaking
and hosting several panels

Globespan Airways Limited (in Administration)

IBA, on behalf of Globespan Airways Limited (in Administration) welcomes expressions of interest in acquiring the Air
Operators Certificate. For further details contact Owen Geach at owen.geach@ibagroup.com

Publications - 2010 Editions

Please contact ross.elliott@ibagroup.com for more information.

Aircraft Values Book Published in February & August 2010 £650 per year
Lease Rate Digest Published in February & August 2010 £375 per year
Engine Values Book Published in April 2010 £650 per year
Maintenance Cost Journal Published Quarterly £175 per year

Phil Seymour’s Notes on the Week

There seems to be some glimmer of hope - many airlines traffic figures have improved in the last quarter of 2009.

However, we must remind ourselves that the improvements are mostly based on comparisons with the previous
year’s performance. Therefore whilst the improvements are welcome it just shows how low we sank. Improvements
are too late for some and for others drastic restructuring is required a la JAL.

More noise about the Boeing 737 replacement being a vision for 2024 but re-engining remains a priority. Sing to the
tune of the Beatles - “when I’m sixty-four™.......

When | get older, losing my hair - many years from now (?)
Will a replacement still be out of sight?
Different engine or composite?

Will we still call it a Boeing “Seven Three”
In twenty-twenty four?

Will the residual still please me

Or will Airbus surprise me

When I’m sixty - four?

Phil
Phil.seymour@ibagroup.com

“Newswatch” is a free weekly round-up collated by IBA Group Ltd.
Go to our website to find the last year editions of Newswatch archived.
To either SUBSCRIBE or UNSUBSCRIBE to this newsletter, please send an email to
marketing@ibagroup.com with your request.
The items in this document do not necessarily represent the opinion of IBA, and is intended to be for information purposes only.
Therefore, IBA assumes no responsibility or legal liability for any action taken, or not taken, by the addressee, or by any other
party, with regard to the information and views contained.

As aleading independent aviation consultancy, IBA Group Ltd. offers technical advice, commercial business
solutions & asset valuations for our worldwide client base.

Compiled & Edited by Alice Gondry

www.ibagroup.com
Tel: +44 (0)1293 772743 Fax: +44 (0Y1293 772745
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