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o Global Ol ConsumEtion Is Approaching Pre
NEW Recession Levels, Exacerbating A Tight Supply
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NEW AIRLINE
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US Airlines 7 2009 Fuel Costs/ASM (cents)
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Air Transport Production Backlog
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...While Aircraft Retirements Are Surging...

Aircraft Air Transport Retirements and Deliveries
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e And Limited Pricing

US Airline Yields And Fuel Prices :
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Two Major Factors Influence Aircraft MRO Activi
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Simplified MRO Supply Chain

Service
Airline A Parts &
Operator AV Parts
Repair
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1. Fundamental Demand For Aircraft MRO
Air Transport MRO Market By Segment ($B)* A PredICted alrllne malntenance 2 MRO Supply Chaln PraCtlceS

60 spending as a result of

0. aircraft demographics,

a0 utilization, equipment

20 reliability, maintenance

2 programs and regulations

1 A A good predictor of supplier
2008 2010 2012 2014 2016 2018 MRO and aﬁermarket aCtIVIty
in normal times

A Inventory stocking &
destocking, use of surplus
components, deferred and
reduced scope maintenance

A All of the above act as a
buffer between fundamental
demand and realized revenue
by OEMs and MRO suppliers

A Important in times of crisis
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s . And Fundamental Demand Indicates A Curre
RO MARKET Alr Transport MRO Market Of $436 Billion...

2010 Air Transport MRO Market ($43.6B)
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1RO MARKET

..With A Long Term Growth Rate Of 3.3%....

Air Transport MRO Market Forecast ($M)*
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2010 2019

Slow growth in
airframe MRO reflects
better alloys and higher

CAGR use of composites

B Modifications, 8.4%
B Airframe Heavy, 0.5%
Eline, 1.3%

B Components, 2.9%
® Engine, 4.5%

Total = 3.3%

Source: AeroStrategy OAG Aviation
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MRO Supply Chain Practices Have Attenuated
Fundament al MRO Deman

Simplified MRO Supply Chain

Airline A Overhaul
Operator " Shop
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Air TransportMRO Market By Segment ($B)* A PredICted alrllne malntenance 2. MRO Supply Chaln PraCtlceS
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30 reliability, maintenance
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10 A A good predictor of supplier
2008 2010 2012 2014 2016 2018 MRO and aﬁermarket aCtIVIty
in normal times

A Inventory stocking &
destocking, use of surplus
components, deferred and
reduced scope maintenance

A All of the above act as a
buffer between fundamental
demand and realized revenue
by OEMs and MRO suppliers

A Important in times of crisis
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A Reduced scope of
maintenancei mor e
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and | ess

A Defer replacement of
expensive life limited parts
until they reach absolute
cycle limits(e.g. short-stub
engines)

A Greater leverage of spare
engines in lieu of overhauls

A Acquisition of surplus
engines for mature aircraft

A Renegotiate MRO contracts

Arepl «
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A Burn down rotable
p dnventory in lieu of
c eadmponent MRO repair
A Reduced scope
maintenance i more
Arepairo and

A Acquisition of surplus
rotables for mature aircraft

A Renegotiate MRO contracts
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A Reduce utilization and rotate
in-service aircraft to minimize
heavy maintenance checks
required by hour/cycle limits

A Park older aircraft

s @approachipgl eaperesive heavy
checks

A Reduce discretionary

modifications (e.g. Interior
upgrades, painting)
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Air Transport MRO Supply Chain Inventory Holdings

2009 Total = $47B
Major Airframe
Surplus Structural Part
DIStI’IbUtOI’S\ 3% 8%
3% Spare
Engines Rotable
MROs 12% Components
14% 41%
Other (e.g.
By Segment Airlines Piece
61% Parts)
OEMs 15%
19%
Consumables/
Expendables
24%
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éeWhi ch Resul ted {2000
Spending Reduction In 2009

VIRO'MARKET

Air Transport MRO Market T Realized Supplier Revenue($B) *

Fundamental MRO
60 demand based on
Realized supplier aircraft operation
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AMassive destocking
and deferred
maintenance

A2009 MRO demand 10-
down 15-20%

AParts impacted more
than MRO services

— A2010: 1 - 3% growth
AFaster recovery in modifications
AFew signs of airline restocking

2008 2010 2012 2014 2016 2018

So much for the theory that aftermarket is steady while production is volatile!
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Now The Parting Out Of Retired Aircraft Is Gain
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voda Momentum As Evidenced By The BD8Y..

Historical Storage Events By Quarter 1990-2010: Passenger 737-300s
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A ...And Parting Out Is Affecting Even Earlier Mod
VIRO MARKET A3205

Historical Storage Events By Quarter 1990-2010: A320-100/200s
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As Many As 120 Aircraft Are Now Being Parted

Out
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Each Mont he

AGlobally,15-2 0 ai rcraft per mont
out o

A Engines, avionics, and other aircraft components are
re-circulated to the market, thereby suppressing MRO
demand

A Facilitating this phenomenon is a new breed of
surplus parts suppliers, with an impressive blend of
financial skills, technical capability and market savvy

AiParting outo is not | imitQgd
generation aircraft are also being cannibalized
including A320, A340, and advanced B767 models

AiHot 0 surplus parts market
1 Aircraft: B737-3/4/500, B767, B747-400, CRJ

1 Engines: CFM56-3, CFM56-5, CF34, V2500A1,
CF6-80C2

1 High value components: APUs, avionics, others
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