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EXHIBIT 1
Hedge Ratio Calculation
Correlation
Regression of Returns Volatility Calculated
1 year of historical data Coefficient (H) with Jet Fuel of Returns H
Jet Fuel n/a nfa 54.85% nfa
Crude Oil 1.06 77.00% 39.75% 1.06
Heating Oil 1.15 90.35% 43.22% 1.15
2 years of historical data
Jet Fuel nfa na 44.91% nfa
Crude Qil 0.98 80.41% 36.78% 0.98
Heating Qil 1.07 91.18% 38.33% 1.07

Source: Historical commeodity prices from Datastream and U.S. Energy Information Administration
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EXHIBIT 2
Airline Fuel Expense and Hedging Summary

Fiscal 2003 Max Maturity

ASM Per ASM Fuelasa%  Current Years Fuel of Fuel  Avg % of Fuel Hedged
Company Ticker  (in millions) Revenue Fuel Exp, of Op Exp Ratio Hedged Hedge (yrs) FY04 FY05
Airtran Holdings AAI 10,046 $0.091 $0.018 21.5% 2.61x 1999-2005 2.0 33.0% 12.0%
America West AWA 23,373 0.096 0.016 16.4% 1.21x 1997-2004 1.0 11.0% 0.0%
American AMR 165,209 0.106 0.017 15.2% 0.71x 1993-2005 2.0 12.0% 4.0%
ATA (1) ATAH 21,126 0.072 0.013 19.2% 0.29x 2001-2002 1.0 0.0% 0.0%
Continental CAL 78,385 0.113 0.016 14.5% 0.90x 1996-2003 1.0 0.0% 0.0%
Delta DAL 134,000 0.099 0.014 13.8% 0.75x 1996-2004 3.0 32.0% 0.0%
Frontier FRNT 2,841 0.208 0.036 17.9% 1.65x 2003-2004 0.5 7.0% 0.0%
JetBlue JBLU 13,639 0.073 0.011 17.8% 1.75x 2002-2004 1.0 40.0% 0.0%
Midwest Air MEH 2,968 0.129 0.027 19.6% 1.38x 1997.2003 1.0 0.0% 0.0%
Northwest NWAC 88,593 0.107 0.018 15.9% 0.93x 1997-2004 1.5 0.0% 0.0%
Southwest Luv 71,790 0.083 0.012 15.2% 1.34x 1997-2007 4.0 R2.0% 60.0%
United UALAQ 136,630 0.100 - 0.015 13.7% 0.60x 1995-2003 20 0.0% 0.0%
USAirways UAIR 58,106 0.118 0.014 11.7% 0.80x 9497, 00-05 2.0 30.0% 5.0%

1)  As of December 2003, ATA had net hedged any of its expected fuel consumption for 2004; however, it is typically reimbursed for approximately
20% of its annual fuel costs.

Source: Company SEC filings and Carter et. al. (2002). ASM = Available Seat Mile
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EXHIBIT 3

Comparison of Airline Fuel Hedging and Valuation
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EXHIBIT 4
Morgan Stanley’s 2004 Airline Earnings Estimates as of March 2004
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Source: Greene (2004)

iz, MESHITEAINTWS Ay D2 TEIEOLEE EAZIERN, EED 1 Ao
HI=DOREIEIC, HEMREVWEZHZSE LTV, 2003 FEITRADEBEIE A Y 217>
IeiZEeftH ORIz AR, Py MTb—, TR, ERISZH - EBEIEIE. €0
FEDZa—T—IRXKEAF OB TOI oy MIEBWIMiKOTHEMEE, RUDHL I,
FhZ2TE58EAo7. LL—HT, BEEAY DT T E o TWRWIGZES
tHOBMEIEL, ROEHEE, AUH LR, ThE LEBERERSZ, £ 5 T &
HDERETH S 2 PEREE S, o -3 RKEAF I IBETOI =y MR
¥ 2003 FEFHEEDLBEZTOTVWS, YUAT A MDD P L - N—H—CEOGRERE

20 CNN ¥ % —DFt®. Major airline closing seen, 2004 4F 5 A 25 H{¢

12



HEEEIIL. DL . RBEAY D TR T TR RELES . Y AT X MO 2004
FOF—MEEDOET 2600 7 FILUE, 800 F RILOFRFIZHE->TWETHAD., EEKL

EXHIBIT [5]
2003 Avg Airline Fuel Cost vs Avg Spot Price
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Source: SEC filings and U.S. Energy Information Administration
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Appendix 1
Weekly Commodity Price Correlation Coefficients

Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

New York
Antwerp-Rotterdam-Amsterdam
Japan

Northwest Europe

Singapore

US Gulf Pipeline

Source: Datastream

Date:

New York
Antwerp-Rotterdam-Amsterdam
Japan

Northwest Europe

Singapore

US Gulf Pipeline

Source: Datastream

Date:

New York
Antwerp-Rotterdam-Amsterdam
Japan

Northwest Europe

Singapore

US Gulf Pipeline

Source: Datastream

Date:

New York
Antwerp-Rotterdam-Amsterdam
Japan

Northwest Europe

Singapore

US Galf Pipeline

Source: Datastream

Date:

Settlement Price
NYMEX Crude Futures (Days Forward)
30 60 90 130
0.937 0.930 0.921 0.897
0.932 0.925 0.917 0.882
0.837 0.825 0.813 0.778
0.926 0.918 0.909 0.382
0.840 0.829 0.817 0.783
0.959 0.955 0.948 0.926
6/8/1990 to 1/2/2004
Settlement Price
IPE Crude Futures (Days Forward)
30 60 90 180
0.939 0.935 0.930 0.916
0.966 0.965 0.962 0.950
0.963 0.961 0.957 0.944
0.947 0.945 0.941 0.925
0.969 0.967 0.964 0.952
0.969 0.967 0.964 0.952
12/13/1996 to 1/2/2004
Settlement Price
NYMEX Heating Oil Futures (Days Forward)
30 60 %0 180
0.958 0.939 0.917 0.868
0.953 0.942 0.924 0.852
0.871 0.856 0.831 0.752
0.949 0.937 0.917 0.852
0.874 0.860 0.837 0.759
0.978 0.967 0.952 0.901
6/8/1990 1o 1/2/2004
Exchange Rate
Yen/$ GBP/$
0.020 0.018
0.056 -0.058
0.016 -0.119
0.047 -0.059
0.032 -0.141
0.045 0.005
6/8/1990 to 1/2/2004
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Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

Jet
Kerosene
Spot
Price

Spot Price
Heating Oil
New York Gulf Coast

0.893
0.94%
0.994
0.953
1.000

New York 0.971 0.972
Antwerp-Rotferdam-Amsterdam 0.916 0.955
Japan 0.838 0.877
Northwest Europe 0913 0.952
Singapore 0.838 0.878
US Gulf Pipeline 0.544 0.985
Source: Datastream (Jet)/EIA (Heating Oil)
Date: 6/8/1990 to 1/2/2004
Settlement Price
NYMEX Heating Oil Futures (Days Forward)

30 60 920 120
New York 0.984 0.962 0.942 0923
Antwerp-Rotterdam-Amsterdam 0.980 0.980 0.971 0.959
Japan 0.931 0.927 0.912 0.891
Northwest Europe 0.978 0.976 0.966 0.952
Singapore 0.940 0.938 0.926 0.907
US Gulf Pipeline 0.950 0.986 0.976 0.962
Source: Datastream (Jet)/EIA (Heating Oil)
Date; 2/11/19%4 to 1/2/2004

Spot Price
WTI Brent
Cushing, OK  Europe
New York 0.940 0.939
Antwerp-Rotterdam-Amsterdam 0.933 0.946
Japan 0.844 0.868
Northwest Europe 0.928 0.942
Singapore 0.845 0.872
US Gulf Pipeline 0.960 0.964
Source: Datastream (Jet)/EIA (WTI)
Date: 6/8/1990 to 17272004
Setflement Price
WTI Crude Futures (Days Forward)

30 60 20 120
New York 0.938 0.933 0.925 0917
Antwerp-Rotterdam-Amsterdam 0.933 0.929 0.921 0.913
Japan 0.843 0.820 0.820 0.808
Northwest Europe 0.927 0.914 0.914 0.905
Singapore 0.844 0.824 0.824 0.812
US Gulf Pipeline 0.960 0.952 0.952 0.945
Source: Datastream (Jet)EIA (WTI)
Date: 6/8/1990 to 1/2/2004

Jet Kerosene Spot Price
NY ARA Japan NW Europe Singapore

New York 1.000 0.955 0.892 0.954
Antwerp-Rotterdam-Amsterdam 1.000 0.943 0.997
Japan 0.103 0.948
Northwest Europe 1.000
Singapore
US Gulf Pipeline
Source: Datastream
Date: 6/8/1990 to 17272004
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Appendix 2
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IV bS5 FwINT 4 2 FZ(20034E 12 A, 10-K)
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R IR 10% LFT5 &, RO 12 » ABOREIE IS, BEEAY POED
. #2000 7 RIVETHENT S EEbh5, 2003 FOMRENERZ2 S LICHBELTH
B, BEHEO 10%0 LR, BEEAY DOHBLED, BEEZHR 1790 5 RILO Lk
FHiZ/25. 2002 . DAL, AT RN SRSRBEAYy DVRNEMT L, Pz v
NMREHE ORI ERICE RO U AT ZEAMCHNS DI, BE MR RESK &M%
By w FRGEREA, 2008 F 12 A 31 HEETIE, 2004 FIEANFHENSHE
PREIROK 29%Z Ny DL, £72 2002 £E 12 H 31 HIRME T, 2008 FITEHAATHEN
ZHEREIROK 41% 2Ny VL TWz, 2004 45 1 WEH, badthid, BE ks
KRB v TREEBINRNCETY, ZhIC ko T, 2004 SEHEEABHEE R 0K 35%D
B ELT, |

B2 R—

(FUNT 1 7R EFDMOESTNER
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B2t5, 2008 45, 2002 4, 2001 FED T v MABEMEETHICED DB, TR
FNH 21.5%. 22.0%, 21.2% THo7,
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BONIZERE % BEME THAT IR0 THREN. BEET vy v TR, B=E0hS
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AMR Corporation, 2003 € 12 A 10-K

73 R—:
THREHTIRE ) A 7 B

T AL MZEL, Py MBMEROR S F 4 U F 4 —ICRET BB ENHT 220
W2, Py MAEL BRI, BRORAT v THBIET T a VBl E Y. ThE0$
BEMIE. —RICHESETERE 24 7> AZ2E T3, Y AU ARER, COBBAT Y7 E&
FTalBREF Yo 70— A PENBDOY, ZONYIPREEOT 2T N
—EZOMOWRHEE, DED., EHEENHEROZTOMEE L ZOMAFRLORE I
fr LTS, FAUA L. BREIEA Y DR OIERYI T % BEERA v D
DO2ME(D L <L, —HoOME) OELs D REE A v PEN 8 EOFHImEDOZE L
SORMEERBTAI LT, HHLTWS, BEEAYy PRYOMBOELS D
AN, Ny TV ENEBEEROTFRMBEDCEILORBEL DL WEE, TOEE, REE
ANy PEEOEEDLS EZ X 6. B, MERRESZHMEL TRt Eah s, BEAy
DL UIB S ENIGEE A, TOMBRBKICEH LLEABAN. Ay DEATY
SUETY y MREDMEREINS SERIC, MEABXZHEREOPRTIEE L TtEah
3.

T AU N R, BEEAY DT - TSI ATRWENTWAERL, TSN
Dy MRRBROEHENETAEDIIHBELHEETETHA DD, TEZF U TEL
Tha, ZOEZSYYTOREDIT, 7AVAUHZEE, Doy MEAy PICHWwEh
TWaEmEIAE, WTI Rl NYMEX EEEH) O 2R L, 2oy MRE®ROZE(L
BED. 1245 ANSE 24 ¥ AEBELZMEZ R DICEBETINZ2ANTNS, 2O,
80% M5 126%NDEERTIHA. B~y D8I, TIERICHEN) X515,

2003 3 AQWE U DY A J1 ARZEE. MBRREZEEIZ, FiRii Ay D2 TR ZHER
TEEROPDZ, E LT, 2003 45 6 A, 2004 F 3 ALBRICASE2DMNADIEIETART
DOHEPEHRT EEe, NSO TIZE T, BESEL T 4100 A PV OEIE &/
D7, TRUTHED AR, 4D TOMBEERICEHLINTHEABIN. NvTPENT
WAHREZEDry MRBISERENERA T, MEREXHNBOTTIEGRE L TE EER
LFETH D, 20034 10 A S T AU B ARz, 190 HEME 0—Ef5r D7z,

20



2004 4F 3 BB T 202 25Tt 7 a BRI,

T AU . BBy P VR EOREEMSHESIB AR THRIE E L
T, 2003 F. 2002 4E. 20014, ENE 12 A 31 Hickb o EaFHEEIZBN T, 1
{8 4900 77 BRI\ 400 77 )b, 2900 /7 ROV Ofizk % 5T /2. 25 2008 4. 2002 45, 2001
EITH A - I MERITiE, EEI OB, 4 100 77 RJL. 1300 5 RJL, 7200
7 RNEED. 20034 12 A 31 H. 2002 % 12 A 31 HFZAIZBWT, 7AU D U HiEo
BBVEANY PO TRO T 27 N 2 (ZORY a2l I EICE>TEIFES
THAISENE, TNEN 540077 BJb, 2481200 5 FILTH - 7z,

[Bibliography]

21



RERE

* Collar structure 3. 75—+ A 57 F ¥ —&iR. Collar structure & L. F-—WEHIR.
F—HEFT MR O 2= (v R)FED (BW) &7y M-I BEWEED)EHEBTT S
&,

*2 Mean-reversion process /4. H/DOEREE &R, Mean-reversion process &, 33w
DEPFEELZE LTS, 27NV ERPIC. 927N oEYEIIRESERE. B2
=R,

*3 Bankruptcy protection 1, WEEMRE SR,

*+ LT, 12008-2003] &7/zo TWa7=, 2003 M5 2008 4] ERL A8, B
@ 12008-2008]) VAT, EMEICE 12002-2003] TihWwhEBEbhs,

22



	img-414111542.pdf
	img-414111618.pdf
	img-414111649.pdf
	img-414111720.pdf

