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The information contained in this document has been provided by Iberia. 
No representation or warranty, expressed or implied, is made by Iberia as to the
accuracy or completeness of any such information, and nothing contained in this
document is, or shall be relied upon as, a promise or representation by Iberia.

In particular, this analysts' presentation contains statements that constitute
forward-looking statements and information relating to the activities of Iberia that
are based on the beliefs  of Iberia's management as well as assumptions based on
information available to Iberia. 

Such statements reflect the current view of Iberia or its management with respect
to  future events.  They are not guarantees of future performance and are subject to 
certain risks, uncertainties and assumptions.  Many factors could cause the actual results,
performance or achievements of Iberia to be materially different from any future results,
performance or achievements of Iberia that may be expressed or implied by such 
forward-looking  statements.

Analysts are cautioned not to place undue reliance on those forward-looking statements,
which speak only as of the date of this presentation.

Iberia does not intend, and does not assume any obligation, to update forward-looking 
statements set  out in this document.

Disclaimer
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Year 2008



Adverse economic environment
Deep crisis since summer

High fuel prices

Historic record in July/August

Strong fuel price reduction since October

Uncertainty and volatility

Launch of high speed train (AVE) Mad-Bcn

Impact in line with estimations

Highlights 2008



Finalize the process of network adjustment

Maintain load factor and unit revenues levels

Consolidate the product Business Plus in long haul

Reinforce cost reductions measures 

Accelerate pending initiatives to improve productivity

Reach fleet utilization targets

Improve quality levels (punctuality, …..)

Consolidate the development of Maintenance business

Start handling “turn-around”

2008 Main goals





Strengthening the competitive advantage that the presence in the
Latin American market represents for Iberia

% of Pax Revenue

Long Haul
Medium Haul
Domestic

31%

35%

34%

29%

47%

24%

2005 2008 E

Long-Haul is gradually increasing its weight
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20.7
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23.4
24.4

20.721.020.6

2004 2005 2006 2007 2008

Europe-Latin America market Load Factor

20062005 2007 2008E20042003

8786838281 86Business

Total

Iberia has improved  its market share and  load factor 
in Europe-Latin America



Good Performance in Long Haul*

Business passengers +42 %

Total passengers +19 %

Yield +20 %

Unit revenue +23 %

* 08E over real 05

Improving revenues and quality



Support the growth of the business

Fleet homogenization

Rejuvenating the fleet

Create enough flexibility

Control asset risk

Reduce operational costs & maintain ownership costs 
at the lower end of the industry range

Fleet Management: Main Objectives

Already achieved
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Fleet rejuvenation and homogenization

Director Plan has taken advantage of fleet flexibility



Block Hours/Day

06, 07 real and 08 forecast
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Increased Aircraft utilisation

Despite MD fleet early retirement, we have exceeded  the global target



The greatest cost savings due to headcount reduction have been carried out in 2008

Redundancy Plan provisioning € 360 m

Annual Impact €130 m in 2008

Recovery period 2 / 3  years

Iberia Number of Employees  
(FTE)

21,34522,30024,487

20072005 2008

ACHIEVED   - 9% 
REAL     -12.8%

Increased staff productivity

Redundancy Plan provisioning € 360 m

Annual Impact €130 m in 2008

Recovery period 2 / 3  years



Change from fixed to variable 
wages linked to target performance

New seniority

Productivity measures

Salary freezes

Ground
50% of Total 

Cost

pending pending

Cabin Crew
25% of Total 

Cost

Pilots 
25% of Total 

Cost

pending

Personnel Costs reduction



8.0 7.1

Average Age (Years) Fleet Ownership Costs (€ cent/ASK)

Maintenance Costs (€ cent/ASK) Fuel Consumption (liters/ASK)

2005 2008

- 11.2%

0.610.65

2005 2008

-6%
0.0380.041

2005 2008

-7%

0.61
0.81

2005 2008

-25%

Fleet Management: costs reduction

The renewal of the fleet has been compatible with the stability of ownership costs



Net commercial cost
% over commissionable pax revenues 

DP REAL 

4.3%

2005

3.8%

4.2%

2006

3.3%

3.7%

2007

2.6%

3.3%

2008E
0

3.0

3.5

4.0

4.5

Commercial cost reduction

We have outperformed  our targets



185
146

Director Plan 06/08 performance in Maintenance

Third Party revenues,
€ M

Operating Revenues per employee,
€ M

309289
233

169

2005 2006 2007

+83%

2008E 2008E

+27%

2005

New commercial contracts
Significant agreements for strategic development
New production system consolidation
EBIT margin  > 7%



Operating revenues
€ M

Productivity
MH/ET

333434
-1% -3%

2006 2007 2008E

171819

-27

22

REAL/ESTIMATE

DP

2006 2007 2008E

Ramp´s handling licenses lost in some airports
Strong deterioration in results
Turnaround plan initiated in 2008 

Director Plan 06/08 performance in Handling



325

413

322

267

Operating Income

Net Income

16,36315,164Operating Revenues

R06/08 EDP 06/08
€ M

Director Plan performance



Iberia: A sound financial model
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Financial Strength
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(1) Cash invested + Other Investments (Iberbus) + Cash Balances
(2) Net Adjusted Debt  / Net Adjusted Debt + Capital
(3) Net Adjusted Debt  / EBITDAR

Financial Strength
One of the best financial profiles amongst comparable airlines

Strong gross cash position (1): 2,250 (Mill €). 41% of revenues

Low leverage: Net Adjusted debt to capital: 31% (2)

Net Adjusted debt to EBITDAR:  1.5 (3)

Modest capex and pension contributions requirements

Flexible asset base (fleet structure & financing) with low ownership costs

1



Financial Strength
Drivers of Iberia Financial strength

Long and consistent period of positive results and 
cash flow (managing through the cycle)

Lean asset base
Fleet management, strategic 
divestments, control on 
investments and acquisitions

Financial policies Financing fleet acquisitions 
off balance sheet

Tax lease equity

Efficient cash management

Low 
leverage

High 
cash

1



2008 rate of return on invested cash 4.74% (higher than cost of 
debt including capitalised leases)

Cash invested only in euro denominated Spanish bank deposits 
(minimum P1 rating) and commercial bank paper (no structured 
products) at no longer than 1 year

Limits allocated for institutions by reference to their equity and 
rating

Additionally, short term credit lines amounting to 200 million €
(unused)

Cash
Efficient management of invested cash position

2



40Invested Cash defined as: Cash invested in banks at year end
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Increasing Cash and Financial Returns
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Fleet
Acquisition, Management and Financing

Strategic Aircraft Acquisition 
Anticyclically timed

Size and concentration of orders

Fleet management

Homogenization

Rejuvenation

Flexibility

Financing

Decoupling financing and asset property

Managing financial variables (liquidity, 
spreads, FX, interest rates)

Optimizing financial structures (EETCs, 
Tax leases…)

3
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70% of aircraft are on synthetic operating leases
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A-340-300 A-340-600 New long haul twin engine not yet on order Minimum Fleet

Fleet
Fleet Management: Flexibility

Long Range Fleet - Flexibility
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Flexibility is being used in the short range network restructuring process
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Fleet
Fleet Management: Flexibility

Further flexibility possible if needed through warehousing transactions or sales to 
secondary market
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Modest amount of new deliveries

Fleet
Fleet Management: Future Deliveries

Aircraft model

A 340 - 600

A 320

2

0

2009

3

9

2010

0

5

2011

0

0

2012

Total 2 12 5 0

A340-600’s in 2009:
Financing proposals currently being negotiated
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Value (€m) Ownership Structure

Off Balance Sheet
€2,560m (76%)

Finance Leases

Ownership

Synthetic Op. Leases

Pure Operating Leases

249 ( 8%)

546 ( 16%)

1, 723 ( 51%)

837 ( 25%)

Total Assets

Minimizing Asset Risk by having only  24% of our fleet on balance sheet

Note:
(1) Data as of  31st of December 08
(2) Value of OFF Balance Sheet has been calculated capitalizing annual aircrafts rentals by:8

Financing
Flexibility

In Balance Sheet vs Off Balance Sheet 

On Balance Sheet
€795m (24%) 

4
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Philosophy: Take advantage of best financing markets 
available at each point in time

1998 Iberbus
1999 Iberbus

Iberbond 1999

Iberbond 2000

2002

2003

Iberbond 2004

SOL 2005

Ibercraft 2006

Operating Leases with purchase options

Adding Tax equity (Japanese and German)

Financial Leases with Capital Market Debt and Banking Subordinated Debt

Japanese Operating Leases with Capital Market Debt and Banking Subordinated 
Debt

EIB transaction. Japanese Operating Leases for 2 A340-300 with EIB in senior 
debt and Spanish Banks in mezzanine

Short term Warehousing structure of 11 A320/A321

Japanese Operating Lease and Finance Lease with Capital Market Debt and 
Banking Subordinated Debt

Spanish Operating Lease for 5 A340-600. Two special tax regimes provided for in 
the Spanish Corporate Income Tax Law

Sale and Lease Back with sale of receivables to Spanish banks

Ten “Deal of the Year” for financing innovation by following publications: Corporate 
Finance, Airfinance Journal, Asset Finance International, Jane’s Transport Finance
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Financing
State of the art structuring
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Note:
(1) Data as of  31st of December 08

Iberia’s debt is not subject to financial covenants

Spanish Banks:        43%
International Banks: 57%

Allows for better 
capacity management 

of bank debt

Financing
Funding Diversification

Tax Equity
27%

Bank Market
62%

Debt Capital 
Markets

11%

4



50

Note:
(1) Gross cost of debt (On and off balance sheet debt  and benefit of tax equity included)
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Financing
Low and Stable Cost of Debt

Cost of debt
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