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Q. Which market segment is best suited for ancillary
revenue programs:

— Business

- VFR

— Leisure?

A. All of the above

Regardless of the customer segment, we see some of
our clients 5%-10% of their revenues from ancillary

sources, and some are growing ancillary revenues at
10%-15%
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= Both legacy carriers and LCCs are generating ancillary revenues -
albeit in different ways

= We believe the ancillary revenue space is substantially larger -
there is potential to generate ancillary revenue streams from nearly
all customer segments

= Extending and maximizing revenues rests on three activities:

— Cultivating ancillary partner networks around the
customer lifecycle, not just the travel experience

— Converting customer loyalty into long-term ancillary
revenue streams

— Building retail capabilities in the value chain to harvest
the ancillary revenue streams
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European LCCs are growing ancillary revenues much faster than US carriers

However, US legacy carriers are generating 5%-10% of their total revenue from
ancillary sources

Source: Company annual reports, The Airline Monitor
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Key ancillary revenue sources

Products, services

Loyalty economics adjacent to travel Fees for services

| expeTence |
| | | | | |
Repeat Point-selling Retailing to Marketl.ng & Increm?ntal Unbl.mlellng
purchases by advertising convenience existing
to partners consumers . .
consumers for partners and services services

Who is
benefiting?

Volume

* Primarily legacy carriers by
virtue of their loyalty programs

~$5-$15 per passenger
(5-10% of overall
revenues)

= Typically

80%-90%,
from credit
card and
other
partners

» LCCs, particularly in Europe, by
capitalizing on a retail-capable

value chain

~$5-$10 per passenger

» Primarily LCCs

Small but

= Particularly
no-frills and

“‘bus-
service-
minded”
carriers

ignment

Business Model
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Positioning
of ancillary
products
and services

European LCCs
have excelled in

= Opportunities in
customer life cycle, e.g.,

Customer : : -
lifestyle —Financial ser\{lces
—Telecom services
—Everyday retail
= Knitted around the
travel experience, e.g.,
Adjacent to —Advertising
travel —Vacation packages
experience —Insurance

—-Parking

Opportunity based

» Long-term revenue
streams from partner
network around
customers’ lifecycle

seizing travel
related ancillary
revenue
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Revenue potential

Broader
ancillary
revenue
opportunities

Some legacy
carriers are
addressing by
capitalizing on

= Converting travel- :)":zlé::r)rllas"y
related revenues to
annuity or subscription
based revenue streams ...but the
space is yet to
be fully
exploited
Longer-term streams
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