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Five Important Predictions From The Boeing World Al r Cargo
Forecast That Are Relevant To Freighter Aircraft

1) AIR CARGO GROWTH: World air cargo growth will average 6.4% over the next
two decades

2) WIDE BODY AIRCRAFT WILL PREDOMINATE FLEET SIZE: The combined wide-
body segments (large and medium wide) segments now comprise nearly 40% of the
world’s freighter fleet. This share will grow to 60 % by 2021

3) WIDE BODY AIRCRAFT WILL DOMINATE SHARE OF CAPACI TY: The combined
wide body'’s fleet share of total capacity will incr ease from 80% today to 90% by
2021. Within this category, medium-wide bodies will grow the fastest.

4) MOST FREIGHTERS WILL COME FROM CONVERTED AIRCRAF T: More than 70%
of the 2531 aircraft added to the freighter fleet w ill be from conversions.

5) A.C.M.I. SEGMENT GREW 20% PER YEAR: During the decade from 1990-2000,
ACMI providers grew at an average rate of 20% pera nnum, and will continue to
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THE KEY ARGUMENT FOR USAGE OF SECOND HAND
AIRCRAFT BY GENERAL CARGO OPERATORS

AIR LINEHAUL COST AS % OF TOTAL DOOR TO DOOR COST

EXPRESS CARRIERS
Fed Ex
UPS CASE FOR NEW AIRCRAFT

Airborne

GENERAL CARGO CARRIERS
BAX Global 40%
EMERY 35% CASE FOR OLDER AIRCRAFT

KITTYHAWK/PILOT AIRFREIGHT  68%

CONCLUSION: If your aircraft costs as part of your total line haul costs are high, you
have a strong case for using converted second hand passenger aircraft.
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What Are The Biggest Challenges For Financiers Of F  reighter
Aircraft Today?

Introducing creative financial structures to provide a stable a nd
competitive environment for long term freighter gro wth, thereby:

a) Removing the traditional bias against using older aircraft a nd
spurring the conversions of many relatively new air craft types and

b) Correcting the general perception within the financial
community that cargo carriers are inherently more r Isky.
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The “American Friendship” Market Entry Strategy

ACMI: Launch your operations as a provider of dedicated freighter aircraft on an ACMI (Aircraft, Crew,
Maintenance, and Insurance) basis.

IDENTIFY YOUR CUSTOMER BASE:

Very large shippers or freight forwarders with the volumes and financial clout to be ableto  sign longer
term contracts.

International airlines, integrators and US governme nt agencies.

OPERATE ON CUSTOMER’'S OWN SCHEDULES: Operate your aircraft according to the customer’s

schedule with a commitment for a fixed number of bl ock hours per month with the customer taking
responsibility for filling the aircraft.

OFFER CUSTOMERS A CHOICE OF LARGE WIDEBODY AND MEDI UM WIDEBODY AIRCRAFT: This is
based on the following premises:

a) Not all customers can support a large wide body ope ration . You must therefore be able to offer them
medium sized aircraft as well.
b) Fleet diversification reduces dependence on one air___craft type and helps create a balanced portfolio.

c) Most aircraft financiers, including operating lesso rs, have a diversified fleet with a pre-dominance of
small to medium sized aircraft, and a fewer number o f large aircraft. Thus fleet diversification will
increase the appeal of your business plan among the financial community.

d) Medium-wide body aircraft, such as B767s, A300-6  00s and A310-300s are easier to re-market because
they have applications in both the express and the general cargo markets.
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will require creative financing for conversion to F

Aircraft Type

B747-400
MD-11

A300-600R

A310-300
B767-300
B767-200
B757-200
B737-400
B737-300

US$ Millions

40-50
25-40
13-17
9.5-13
16-30
5-10
12.5-20
9
6

Current Value Conversion Cost

US$ Millions

28
15

12
12
6.5
5.4
5.4

Total Cost

USS$ Million s

68-78
40-55
23.5-27.5
19.5-23.5
28-42
17-22
19-26
14.4

11.4

Note: The listed values of aircraft are on the higher side.
The conversion costs appear higher since heavy maintenance checks have been included
EFW Catalogue Price for an A300-600R or A310-300 is USD8.5 million

Lease Rate

US$ ,000 pm

550-650
450-500
250-330
220

250-300
220-250
220-230
125-150
150-170

Lease Rate Facto

%

0.82
0.91-1.12
0.83-0.93
0.89-1.04
0.71-0.88
1.12-1.27
0.87-1.05
1.18
1.32

ircraft
reighters
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Fleet Plans For A New Airline:

There are several aircraft which qualify in the lar  ge and medium wide body segments.
for the fleet of our new airline are as follows:

LARGE WIDEBODY (100+ tons)

The B747-400SF, soon to come on the market isthe i deal successor to the B747-200 for
the long haul markets.

MEDIUM WIDE BODY: (40-60 tons) The three aircraftt hat we like in this category which
Is forecast to grow by the largest rate over the ne  xt 20 years are:

B767-200SF/300SF
A300-600RF and
A310-300F

We continue to believe that the MD-11 is a great fr  eighter, but its limited numbers and
the strong demand from integrators make it a challe nge to source airframes for
conversions.
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Proposed Fleet Mix For A New Cargo Airline

Large
Wide-Bodies
B747
A Pyramidical Structure Offers

Diversity
Liquidity
Medium Financial Appeal
Wide-Bodies

B767s
A300-600s
A310-300s




The B7474000H+eagiiteess
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Fleet Plans For A New Airline:

THE 747-400SF: The long haul freighter

Great track record: The B747-400SF is the ideal successor to the B747-2 0O0F/SF, a
proven workhorse of the air cargo industry.

Production period: 1989 to present. 614 built, including 91 production freighters.

Good Economics: _ Operated by a crew of two, it is equipped with fuel efficient
engines and is Stage Il compliant.

Right age-Right price _The B747-400SF is approaching the “right age” andt  he
“right price” for conversion.

Conversion candidates: Over 500 B747-400 passenger aircraft, up to 14 year s of
age are operated worldwide and can be future candid  ates for conversion.

Launch Customer _The B747-400SF is slated to enter the marketin the  last quarter
of 2005. Cathay Pacific is to be the launch customer for thi S aircratft.

Lower Build Cost: __It's total build cost ($55-65 million), including t he cost of
conversion is estimated to be about 1/3 to % of the cost of a factory built B747-
400F ($200 million), making the economics just righ  t for the general cargo market.




The B7673R0DFFedigtieer

Picture Courtesy The Boeing Co.
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Fleet plans for a new airline:

THE B767-200SF/300SF-The freighter for more than on e market segment

Ideal Replacement Aircraft: The B767-200SF is the ideal replacement for the aging DC-8's
and the higher cost A300B4’s

Small package and general freight : It is an ideal aircraft for both small package freight as
well as for general cargo operations. (At the present time the B767F —“production freighters”
are currently in use by UPS for small package freight, and by Asiana, ANA Cargo and Lan Chile
for general cargo.)

Good Economics _: The B767-200SF has two fuel efficient engines and a two man crew to
reduce trip costs.

Interlining capability:  This wide-body aircraft has excellent interlining capability with other
wide-body aircraft carrying 8 feet containers or pallets.

Conversion candidates: The B767 family consists of over 800 aircraft which translates into a
well established infrastructure and high availability of economic spare parts,

Launch customer: 1Al will deliver four B767-200SF’s to TAMPA Cargo, starting this year,
which are to be financed by GE Capital.

The B767-300SF is still on the drawing board _ and may become a reality in the very near
future. When ready, the more capable 767-300ERs will easily become the most popular
medium-wide body available on the conversion market, based on the over 500 passenger
aircraft built.




The A30063IHH-

Picture Courtesy Airbus
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Fleet Plans For A New Airline:

THE A-300-600 RF: The 48-51 ton freighter for the general cargo market

Established freighter _in the markets served by the large integrators like FedEx.
Production period: 1984 to present (275 produced including 81 production freighters)

New built freighters are already operating __successfully for DHL Express at night and
for Cathay Pacific Cargo in the day. In Europe, IslandsFlug is flying one A300-600RP2F
on behalf of Air France to and from West Africa with general cargo.

Conversion candidates: _ Falling prices and increasing availability of older aircraft are
making this aircraft more attractive to convert.

Most Popular Aircraft: _ Along with the A300B4, the A300-600 is the most popular
medium-wide body freighter today.

Shorter range _than the A310-300 but with a higher payload.

Current Market Value : US$13-17 million plus another US$8.5 million for the cost of
conversion by EADS/EFW and US$2 million for optional 4 year check.




The A310Z00F

Picture Courtesy Airbus
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Fleet Plans For A New Airline:

THE A-310-300F: The 40 ton freighter for the general cargo market.

Production Period:  1985-1998.

Total Production: _ 169 Aircraft, including 48 Production Freighters

Longer Range Capability:  The longer range capability of 3350 NM for the A-310-300F
vs. 2650 NM for the A300-600F gives this aircraft a distinct advantage in serving more
long-range destinations requiring smaller payloads.

Conversions _for both the A-300-600RF and the A-310-300F are available exclusively
through EADS/EFW in Dresden, Germany.

Credibility: _This niche freighter has already been given credibility by FedEx (which has
cornered the A310-200F market).

Current Market Value : US$9.5-13 million plus another US$8.5 million for the cost of
conversion by EADS/EFW and US$2 million for optional 4 year check.
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— AIRBUS freighters out of Hong Kong

Effect of 85% annual headwinds, most adverse direction, ISA temperature
Typical international flight rules

=

AJOOEB4F: 44.5 tonnes
Z000NM

AJ00-600F: 51 tonnes
2650MM

'_.—-.._-._-1-*-,-‘.
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A310-300F: 40 tonnes
J350MM
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—— AIRBUS freighters out of Memphis

Effect of 85% annual headwinds, most adverse direction, ISA temperature
Typical international flight rules

AJN0OB4F: 44.5 tonnes
Z000MM

. A300-600F: 51 tonnes
Z650MM

A310-300F: 40 tonnes
JI50NM
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2004 is a great year to start an
Me|



