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Carolyn McCall 

CEO 

I'm joined today by John Barton, our Chairman and members of the easyJet team who I think 
you're very familiar with, so obviously Chris, but also our country directors, Warwick is here, 
Cath is here, Peter Duffy is here, there's a whole range of our team here and I think you 
know them well. 

Chris and I will now take you through the presentation and we'll all be very happy to take 
your questions at the end. 

I'm just going to start today by outlining the key messages that I hope you'll leave with today.  
The first is that we've strong performance in our 2013 financial year, delivering a 6 
percentage point improvement in ROCE, 17.4%, and over £7 profit per seat before tax.  

Second, in the last 12 months we've taken a number of actions to improve our competitive 
position and ensure we continue to be a structural winner in European short-haul aviation.  
In particular, I would just highlight the following; the framework arrangement, which I think 
you all know very well, with Airbus.  It's secured our ability to grow with flexibility to 
increase or decrease fleet size depending on the macro environment.  It will be a very 
important part of delivering our cost reduction plans in the future.  The strengthening of our 
position in Gatwick through the acquisition of FlyBe slots there.  The successful introduction 
of allocating seating on every level.  The continuous improvement to our digital offering such 
as mobile boarding. 

Then third, our strategy has delivered and will continue to deliver strong sustainable returns 
to our shareholders.  

This combination of the strong year and the confidence we have in our future as led the 
Board to propose paying a special dividend of £175m, in addition to an ordinary dividend of 
£133m, a total cash return of 77.6p per share. 

I'm now just going to hand you over to Chris who will talk you through all the numbers. 
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Chris Kennedy 

CFO 

Thank you, Carolyn.  Good morning everybody.  The performance in the year was driven by 
external factors which were largely favourable and by management actions. 

So starting with the external factors, we benefited from a benign capacity environment in 
the year with competitor capacity on our routes falling by 2%, and we believe that up to a 
third of the revenue per seat increase during the year can be attributed to this environment.  
Although given the complexity of the drivers of yield this is only an estimate. 

We also benefited from the strong demand in the UK on leisure routes with post-Olympic 
[bands] continuing into October and providing a very good start for us for the year. 

On the other hand, we did have to contend with prolonged periods of cold weather which 
led to a significant increase in de-icing costs; indeed we were still de-icing in some airports 
into May and June.  And in addition, we experienced significant cost increases at regulated 
airports, especially in Spain and Italy, and I'll cover these more shortly as well as the foreign 
exchange headwinds we've suffered. 

Management actions have driven a step change in the business.  We made the return-to-
focus decision to close the base in Madrid and to reallocation capacity to higher returning 
routes.  

We introduced allocated seating which drove revenue per seat improvement and increased 
customer satisfaction with no impact on operational performance.  Allocating seating also 
has an indirect benefit on ticket price as it attracts passengers to easyJet who previously 
would not have flown with us as a free-seating airline.  These include retirees, business 
passengers and families, all valuable revenue pools. 

Demand and conversion has been increase through targeted improvements to easyJet.com 
and the mobile channel, and we continue to deliver cost per seat improvements including 
the sustainable savings delivered by easyJet Lean and the increasing proportion of A320 
aircraft in the fleet. 

All this has driven a good set of financial results, a 51% rise in profit before tax, over £7 profit 
per seat which has increased by over £3 since 2011, 11.2% pre-tax margin and a 17.4% 
return on capital. 

So looking at the results in more detail, total reported revenue was up 10.5% to £4.3b and 
profit before tax increased to £478m.  This is despite £123m increase in total airport and 
ground-handling costs drive, overwhelmingly by the regulated airport cost increases I 
mentioned.  And both EBITDAR and pre-tax profit margins increased by 3 percentage points 
to 16.7% and 11.2% respectively.   
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Profit after tax grew 56.1% to £398m.  Our effective tax rate in the year was 17%, which is 
driven by the lowering of the UK corporate tax rate to 20% from the April 1, 2015.  This gives 
us a one-off benefit from reduced deferred tax liabilities. 

Earnings per share grew by 62.1% to 101.3p and a consequence of the strong profit 
performance the ordinary dividend increased by 55.8% to 33.5p per share. 

As Carolyn mentioned, the Board is also proposing a special dividend of 44.1p which reflects 
our confidence in the future prospects of the business.  And finally, return on capital 
increased by 6.1 percentage point. 

Seats flown grew by 3.3% to 68m, principally in the UK, France, Italy and Switzerland.  This, 
combined with strong loads, up 0.6 percentage points to 89.3%, meant passengers grew 4% 
to 60.8m.  Total revenue per seat grew 7% to £62.58 which is a 7.1% improvement at 
constant currency. 

The constant currency RPS growth, which is in orange on the chart, was particularly strong in 
H1.  Overall, H1 was strong due to competitor capacity withdrawals and, in addition, in the 
first quarter we benefited from the post-Olympic bands continued into October.  

And second-quarter yields were driven by a number of factors including allocated seating, a 
strong demand on sea routes but most importantly from the timing of Easter which fell on 
March 31.  As we said at the half year, Easter brought 1.5 percentage points of growth into 
H1 from H2 and this situation reverses in the coming financial year as Easter falls on April 20. 

We continued the strong RPS growth through the important summer trading months, 
despite increased competition in the UK.  And pleasingly, as we previously indicated, non-
seat revenue has now stabilized.  This has been drive by an improved in-flight offer and the 
benefits from new partners such as booking.com. 

You can see here that currency had an impact during the year suppressing reported revenue 
in the first half and being a benefit in the second half.  So looking at currency in more detail, 
exchange rates were, again, volatile, with the euro fluctuating between 1.14 and 1.25, 
although over the year as a whole, movements in effective rates were small.  As we 
highlighted at the half year, the timing of the movement in the exchange rate significantly 
impacted easyJet both this year and in FY12.  As a reminder, revenue is accounted for when 
the booking is made, whereas costs are accounted for when the flight is flown which is 
typically several months later. 

The business generates a euro surplus so overall we benefit from euro strengthening; 
however, the sharp fall in the value of sterling in January 2013, which contrasted sharply 
with the previous year when there was a rise in the value of sterling in the first half and the 
full year, and as a result, because our key booking period is in the first half of the year, this 
movement on the euro rate led to a year on year, that's 2013 compared to 2012, currency 
impact of £30m. 
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The proportion of revenue and costs denominated in currencies other than sterling was little 
changed year on year.  There was a slight reduction in revenues denominated in euros which 
was the result of improved yields earned in the UK.  And overall the currency impact was 
£44m adverse, the main driver of this being the euro with a small adverse movement from 
the Swiss franc and the dollar. 

Market price for jet fuel traded between $900 a ton and $1,100.   After taking hedging into 
account, our average effective fuel price was $980 in line with last year and the effective 
sterling cost of fuel per metric ton was £619, again flat year on year. 

Cost per seat excluding fuel at constant currency increased by 3.9% in the year.  2.6% of this 
increase was due to increases at regulated airports, especially those in Spain and Italy, and 
the other areas of significant cost increases were de-icing and the increase in payments due 
under the terms of the ground license. 

Overall airport and ground-handling costs increased by 7.9% on a constant currency basis.  
The increases in Spain by AENA were a factor in the decision to close our base in Madrid 
earlier in the year and the Italian increases were driven by a steep increase in the navigation 
-- terminal Navaid charges and the contratto di programma program at the airports.  That 
contratto di programma also has a negative effect in the coming year.  In addition, the 
prolonged winter weather resulted in a significant increase in de-icing costs.  

Crew costs increased by 1.1% with an average pay increase of 1.7% partially mitigated by the 
increased proportion of A320s in the fleet. 

Maintenance costs were flat year on year.  As expected, the one-off items from last year did 
not recur; however, there were cost increases as a result of the increase in the average age 
of the fleet from 4.4 to 5.1 years, and a net 17 additional leased aircraft.  The average age of 
the fleet is expected to rise over the next few years due to reduced expenditure on current 
generation aircraft ahead of the new generation being available.  As the fleet ages, 
maintenance costs are expected to rise. 

Overhead cost increase was driven by high levels of compensation claims made in the year 
as more flights were cancelled due to the adverse weather, and the impact of the increased 
share price on fully-related compensation. 

Brand license costs increased significantly in the year.  The negotiated cap on license costs in 
the first two years of the license rolls off and the license fee is now fixed at 0.25% of revenue 
going forward. 

And finally, ownership costs increased by 1.4% in the year driven by the sale and leaseback 
of 12 new A320 aircraft and 12 mid-life A319s. 

Focusing on the right-hand side of this slide you can see the impact that management action 
has on mitigating the almost £3 increase in cost per seat due to external factors.  easyJet 
Lean, our rolling five-year program to ensure unit cost growth is kept below the prevailing 
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market inflation, delivered cost per seat saving of 64p per seat.  [technical difficulty] that 
delivered in ground-handling contracts and agreements with non-regulated airports. 

Going forward, the areas of focus include engineering and maintenance, which Carolyn will 
expand on, and navigation, where easyJet is lobbying and working with relevant authorities 
to reduce European airspace charges. 

The increased mix of A320s in the mix from 25% to 29% delivered a cost-per-seat saving of 
31p and going forward we will continue to benefit from up-gauging as the current percent of 
the 180-seat aircraft moves from 29% today to a planned 75% in 2022. 

It's worth noting that excluding the Spanish and Italian increases, ex-fuel costs rose by just 
1.9% in constant currency this year. 

We finished the year with 153 A319s and 64 A320s.  We took delivery of 10 A320s in the 
year and seven A319s exited.  For many years we've had a policy of leasing 30% of the fleet.  
Although it's more cost-effective for us to own the aircraft the leased aircraft provide fleet 
flexibility and help to defray residual value risk.  We now expect the mix to fluctuate around 
30% as we take delivery under the new framework arrangements and at the end of 
September 33% of the fleet was leased. 

We ended the year with GPB1.2b in cash and money market deposits, an increase in £354m 
compared with last year, and borrowings decreased by £278m as we repaid a number of 
relatively high coupon loans in the year. 

Net cash at September 30, was £558m compared with net debt of £74m at least year end, 
and this was driven by the increased cash generated from the operations, proceeds received 
from the sale and leasebacks and the release of restricted cash.  As a result, gearing reduced 
significantly from 29% last year to 7% at the end of this financial year. 

You will have seen this chart when we announced our fleet order.  Following our acquisition 
of FlyBe's slots at Gatwick, we decided to exercise the remaining six options under the 
existing Airbus contract.  These aircraft are for delivering in spring 2015 and this chart has 
been updated to reflect the exercise of these options. 

Even after the exercise of the options it's worth stressing again the flexibility which has been 
built into our fleet arrangements.  We negotiated a significant amount of flexibility in the 
new fleet arrangements to enable us to tailor capacity to the changes in the external 
environment and this flexibility is a real competitive advantage to easyJet. 

Operating cash flow was sufficient to fund tangible returns to shareholders in the form of 
the ordinary dividend, renewal and replacement of the fleet and modest growth in the year.  
easyJet generates sustainable cash flows and is self-funding, so it's important to reiterate 
that the new aircraft order that we announced earlier in the year is expected to be funded 
through a combination of easyJet's internal resources, cash flow, sale and leaseback 
transactions and debt.   
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I'd just like to highlight a few points on the cash flow.  Movement in restricted cash is 
principally driven by changes in card acquiring service providers which has reduced our 
requirement to hold cash on deposit.  And it's also worth remembering the cash on the 
balance sheet includes customer payments in advance, or unearned revenue.  At the 
September 30 this amounted to £547m compared £496m at the end of last year. 

And finally, it's worth highlighting the progress we've made against the financial objectives 
we set in 2010.  Profit before tax has increased to £7 and ROCE increases to 17.4%. Gearing 
has decreased to 7% and easyJet has £5.7m of cash per aircraft. 

The strong increase in our profit after tax resulted in an ordinary dividend of 33.5p per share, 
an increase of 55.8% over last year.  And as a result of the meaningful growth in earnings, 
profit margin and ROCE and the continued confidence in the future prospects of the 
business, the Board has proposed a special dividend of £175m.  This brings the total cash 
returned to shareholders in the last three fiscal years to GPB589m. 

Turning to the year ahead, we are hedged in line with policy with 72% of the 2014 fuel 
requirement hedged at $982 per ton, 79% of dollar at $1.57 and 73% of euro at EUR1.20.  
And this compares to last Friday's spot rate of $974 per ton, $1.60 and EUR1.19.  We'll 
continue to pursue a policy of using hedging to smooth the impact on cash flows of changes 
in fuel and foreign exchange rates.  

Taking into account the hedges currently in place, for the full year, a $10 movement in the 
fuel price impacts PBT by $4.8m; a $0.01 movement in the dollar impacts by £1.2m and a 
EUR0.01 movement in the euro by £1.4m. 

Forward bookings are in line with prior year with March slightly under due to the timing of 
Easter. 

You've seen the outlook statement in the RNS, capacity in the first half is expected to grow 
by 3.5% before disruption and by around 5% for the full year. 

First quarter will be impacted by the tough comparison with the prior year due to a strong 
post-Olympics demand in the UK in October 2012, and by a number of European 
governments imposing travel restrictions to Egypt.  The situation in Egypt will reduce first 
half revenue per seat growth at constant currency by 0.7 percentage points and the 
movement of Easter into the second half of the year will reduce first half revenue at 
constant currency by a further 1.5 percentage points. 

Despite these two strong headwinds we expect revenue per seat for the first half of the 
financial year to be very slightly up on prior year. 

Cost per seat, ex fuel, at constant currency, assuming normal disruption and constant load, is 
anticipated to increase by 2% in both the half and the full year. 
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And exchange rate movements, including those related to fuel, are likely to have around a 
£10m adverse impact in H1 and be broadly neutral over the full year. 

Finally, it's estimated at the current exchange rates and with fuel remaining within its recent 
$950 to $1,050 training range, easyJet's fuel bill will be up to £20m adverse in H1 and up to 
£50m adverse in the full year. 

Now I'll hand back to Carolyn. 

 

Carolyn McCall 

CEO 

 

Thanks, Chris.  I'll just go straight to the strategic update and tell you about our progress 
against each of our strategic objectives, which are all very familiar to you so it's just a 
reminder. 

Our strategic objectives are; number one, to build strong number one and number two 
network positions; to drive demand, conversion and yield right across Europe; to maintain 
our cost advantage, of course; and to have a disciplined use of capital. 

Before I go into our progress against all of those I thought I'd just touch on our plans to 
capitalize on the profitable opportunities available in our core markets.  I'd like to give you 
some wider industry context and our thoughts on the capacity environment this winter. 

The near-term capacity environment presents both some challenges to the airline industry, 
but also real opportunities for easyJet.  We expect that industry capacity discipline will 
continue, although it will be less benign this winter than last.  Last winter we generated 
strong unit revenue growth in an environment where capacity in the overall short-haul 
market declined by over 4%.  This winter we expect the overall market to grow by around 2% 
which in reality is a 6 percent point swing compared to last year.  Therefore you would 
expect industry yield growth to be at a lower level this winter. 

Focusing on our markets and the city-to-city pairs we fly there will be a modest decline in 
competitor capacity, i.e. on our routes, minus 1% is our estimate compared to minus 3% 
competitor capacity decline this time last year. 

On a country level there are some clear opportunities for easyJet to allocate capacity 
carefully to grow returns and that is why we are growing our overall capacity at a similar 
level to last year. 
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As you can see from this chart, easyJet can take advantage of the restructuring of other 
carriers.  This slide shows the extent of the capacity reductions in France, in Italy and in 
Switzerland.  We've made strategic capacity investments in the French regions over the last 
three years and we intend to continue to invest to grow in the future and to grow future 
returns. 

In Italy, we see an opportunity to capitalize on Alitalia's retrenchment which you're reading 
about every day in the newspapers and we've targeted significant growth in Italy this winter 
and we'll open a base in Naples in spring 2014. 

In Switzerland, we're continuing to build on our very strong position in Geneva and Basel 
where we are already a strong number one and we're putting in extra aircraft into Basel. 

Finally, you can see that in the UK where we have a third of our capacity, we'll be very 
competitive this winter with 2% growth in the market.  We are confident of our strength in 
the UK as the largest airline here and are continuing to build our positions in key markets 
such as Gatwick and Edinburgh. 

Now to the easyJet network.  The quality of the network, always strong, has improved 
further in the last year.  We have the leading pan-European short-haul network having the 
highest presence, as you can see, on Europe's top 100 market pairs.  We've actually 
increased our proportion of primary airports with the top 100 this year from 46 to 48.  These 
routes operate between airports people want to fly to and our network is a key source of 
our competitive advantages, it cannot be replicated easily without substantial investment in 
both time and capital. 

By having these early morning slots, easyJet can offer great frequencies, convenient 
departure times for the business traveller where schedules are important and we also can 
maximize aircraft utilization and therefore generate improved returns. 

Over three-quarters of our capacity is deployed at airports where we have a number one or 
number two position.  As our analysis has shown and we've talked to you before, that we 
know that these are the airports where we are able to drive the highest returns. 

Turning now to future opportunities for profitable growth, you've seen this slide before.  I 
just want to remind you of the 86m seat opportunity available to easyJet within our current 
top 20 airports, so where we operate today.  This is point-to-point capacity currently flown 
by non-LCC carriers.  We know we have a significant cost advantage compared to these 
carriers, we will continue to take profitable share in these airports as the legacy carriers 
retrench. 

This slide shows how we will implement strategy to take advantage of the opportunity I've 
just described, available to us this winter and ongoing and this winter we will grow by 
around 3.5% overall. 
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Turning now to the second strategic driver, driving demand and revenue.  We've put a huge 
amount of effort into understanding evolving consumer behaviour and our strategy is 
[technical difficulty] airline, i.e. their preferred airline.  This is an improvement in every 
market that we operate in. 

This has led to a 5 percentage point improvement in the proportion of customers returning 
to easyJet.  55% of our customers now are repeat bookers.  Returning passengers obviously 
cost significantly less to attract and their loyalty drives up bookings and therefore revenues 
and profit margins. 

We're increasingly attracting older, more affluent passengers, they like allocated seating, 
they spend more and they have a high propensity to fly off-peak which is obviously helpful 
to us in terms of load factor and also therefore yield. 

We have an increasingly pan-European customer base and this allows us to generate 
demand to fill the aircraft at both ends of the route, that's a really critical factor in pushing 
up revenues. 

So we have a range of levers to drive demand, firstly web optimization of course, 85% of our 
sales come through easyJet-com which is a high volume conversion focused e-Commerce 
engine.  It manages over 370m annual visits.  We know our digital platform is already strong 
with our award-winning app and we will continue to invest to maintain our advantage in this 
area. 

We've improved our revenue management system during the year by using artificial 
intelligence to replace route-specific selling profiles with individual fare bands.  This has 
allowed more granular management of our revenues.  

Our marketable database is increasing by 400,000 customers per month.  Customers in our 
email program are worth 30% more to us than those who are not in our database.  They 
book 11% more and for every £1 we spend we drive £50 in revenue. 

So the changes we have made, 100% online check-in, mobile boarding at virtually all our 
airports, over 100 airports, flight tracking which gives all our passengers real time 
information so they know exactly what's happening to their flight.  All of that is really 
resonating with our customers and driving value. 

So as a result of these changes and as our understanding of our pan-European customers 
grow we have launched the generation easyJet campaign which is built on the themes of 
making travel easy and affordable from the Europe by easyJet campaign.  It is worth noting 
that we delivered all of these changes whilst reducing our marketing cost per seat by over 
10% in the year. 

Now to allocated seating which has improved the customer experience, attracted new 
passengers to easyJet and driven incremental revenue without impacting, thanks to Warwick 
and his team, turn time and cost.  Around a quarter of the passengers chose to pay to select 
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their seat in the year.  Since the start of the November we've introduced yield management 
based on demand. 

Our business travel proposition has continued to make steady progress in the year; we are 
on track against our plans.  We now have over 11m business passengers with 19% 
penetration.  Between the business travel initiative and allocated seating we've generated 
£77m incremental margin since 2010. 

In a recent study carried out by a major global travel management company, fares from 
easyJet were compared to fares charged to their corporate client base across easyJet's top 
20 business routes.  On every single route easyJet's fares were lower than all other carriers, 
very important.  And on 80% of these routes easyJet offered at least a 30% average saving, 
that's why we're so good for business travellers. 

We now have the technology solutions in place with the major GDS providers to allow 
easyJet fares and products to be displayed and sold in an equally effective way to the 
carriers that have been doing this for 60 years.  But rather than hearing from us about our 
progress we're going to do something a big different, we're going to show you a video and 
you hear from the industry themselves what they think about our progress. 

[Video presentation] 

We didn't pay any of them obviously to say any of that stuff, but we've said before that 
actually we're making steady progress.  It's a long-term program, it's very hard yards, 
because actually what we're trying to do is we're now changing behaviour and we're having 
to change behaviour with three groups, the buyer, the business buyer, the business booker 
and the business traveller.  So it's good progress, its steady progress but this is a long-term 
game. 

Turning to cost, many of you will have seen cost comparisons between easyJet and our 
competitors at various analyst presentations all around Europe.  Of course, cost comparisons 
are marked by the choice of airports, sector length and the application of accounting 
standards which may vary between ourselves and our competitors. 

We believe that some other airlines may offset certain per passenger airport charges against 
revenue.  This would be within the blue section on this chart.  With similar accounting 
treatment we estimate our cost per ASK to be around 0.7% -- not percent, pence, lower.  As 
the grey bar of this chart shows, easyJet has already has a compelling cost advantage against 
competitors in other non-route related costs. 

So this is clearly a good position to be in but we are completely focused on improving our 
cost advantage and we have some significant levers, including the easyJet Lean program 
which Chris has talked about which is embedded in everything we do and is an ongoing 
program, it doesn't have an end; the increasing proportion of A320s in our fleet and the new 
generation aircraft, of course, coming in 2017, which are more fuel-efficient and will reduce 
our unit cost by around 4% to 5%. 
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So we are confident of our ability to continue to be the lowest cost producer on the routes 
that we fly. 

Chris has already taken you through our progress on easyJet Lean and financial year 2013; I'll 
just take a few moments to update you on our plans for the next few years to extend the 
£143m of savings we have delivered to date. 

For 2014 our focus is on continuing to deliver on our key initiatives.  30% of our ground-
handling contracts are up for renewal.  We will continue to look for competitive agreements, 
of course, at non-regulated airports to offset some of the increases at regulated airports. 

Over the medium term we will continue to invest in fuel-saving technology such as sharklets 
and lightweight seats, while taking steps to conserve fuel through our operations.  Our pilots 
are extremely good at this, they are used to doing one engine taxiing, for instance, and we 
will completely focus on those initiatives as we go forward as we have been doing to date. 

Chris has already explained that as the fleet ages in the run up to the delivery of the new gen 
of the A320, we face rising pressures on maintenance costs.  However, we recently 
undertook an independent benchmarking exercise with an external party.  It confirmed that 
we already have some of the lowest engineering costs in the industry, but despite this we 
believe that we can put more clear daylight between us and our competition. 

By 2015, 95% of our annual engineering and maintenance spend will be available to retender.  
This is the opportunity.  We're analysing all possible scenarios to work out how we keep our 
level of performance high whilst lowering our cost base.  The initial work we've done has 
shown some very positive options and we are confident of gaining meaningful savings in this 
area.  Now that is 8% of our ex-fuel cost base so it's significant.   

Our final strategic objective relates to the disciplined use of capital.  Our network, as you all 
know, is not static.  You are aware that we have a very disciplined approach to capacity.  We 
allocate aircraft to the routes which optimize returns across the network; it is a massive step 
change in the airline about how we run the network.   

You're familiar with these charts and as you can see we continue to improve our overall 
network returns by taking those tough decisions and executing them effectively.  We've 
dropped 41 routes in the year including 14 routes to and from Madrid and underperforming 
routes such as Liverpool to Brussels, Brest to Charles de Gaulle.   

We have a strong balance sheet with a low level of gearing, aligned with a healthy profit 
margin.  And this makes easyJet a formidable competitor to anyone who enters any of the 
markets that we are in.   

So in conclusion, we have had an excellent year and have built a strong platform for future 
growth.  We have compelling competitive advantages and a strategy which will continue to 
deliver sustainable growth and sustainable returns for shareholders as the industry evolves.  
We have the right business model to capitalize on the opportunities created from the 
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retrenchment of inefficient legacy operators and also charter operators.  And our network 
and cost advantage in the airports we operate from ensures we are in a better position to 
grow profitably than new low-cost entrants.  The changes we have made in the past year 
have made us a much stronger business.   


