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Good morning, everyone.  Are we ready in the back?  Yes.  Okay.  Welcome to 

easyJet's half-year results presentation for the six months to March 31, 2014.  I'm 

joined today by members of the easyJet team, including our financial directors, who I 

hope you all know very well. 

Chris Kennedy and I will now take you through the presentation, and of course we’ll 

be happy to answer questions you have at the end. 

Our results really do show that the strategy is delivering. Performance for the half 

year has been solid, with a profit before tax improvement versus the first half of last 

year.  This performance was delivered despite the movement of Easter to the second 

half of the year. 

There has been an improvement of loss per seat and margins over the past four years.  

Over the same period, easyJet’s market share of the European short-haul market has 

increased from around 7.5% to 9.5%. 

So our presentation today will emphasize that our relentless focus on maintaining cost 

advantage continues, that we are continuing to develop our customer offering, that we 

continue our focus on strong number-one and number-two network positions, that the 

long-term structural trends in European short haul remain favourable, and that we 

remain completely committed to delivering sustainable profitable growth and returns 

to our shareholders. 

I'm now going to hand you over to Chris, who will take you through the financials. 
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Chris Kennedy 

CFO 

Thank you, Carolyn.  Good morning, everyone.  Tax in the half has improved year on 

year despite a less benign trading environment and the strong prior-year comparator, 

which included the benefit of an early Easter.  This has been driven by our continued 

focus on disciplined capacity allocation, revenue initiatives and good cost 

performance.   

Revenue per seat has increased by 1.5% at constant currency due to changes in our 

route mix combined with our initiatives on business revenue management and the 

annualisation of allocated seating revenue.  Our cost per seat at constant currency 

increased by 0.5% primarily due to expected increases in maintenance cost and 

increases in regulated airport charges.  This was offset by reduced levels of deicing 

and by the early delivery of a number of easyJet Lean initiatives. 

As a result we've produced a solid set of financial results.  We've delivered revenue in 

line with expectations, a better-than-expected cost performance in the half, and have 

reduced our half-year loss before tax per seat by 34p to £1.70.   

So I'll take you through the results in more detail.  Reported revenue increased by 6.3% 

to £1.7b and the loss before tax reduced to £53m, a 13.6% improvement on 2013.  

EBITDAR was broadly flat at £64m.  However, easyJet benefited from exchange 

rates as the sharp adverse movements seen in the euro in the first half of last year were 

not repeated.  This drove the reduction in the loss before tax.  As a result, the loss 

before tax margin was 3.1%, an improvement of 0.7 percentage points versus the prior 

year. 

easyJet's effective tax rate was 21.6%, and that reflects the reduction in the UK 

enacted corporate tax rates from 23% in the year to April 2013 to 20% in the year to 

April 2015.  Loss per share fell by 13.3% to 10.4p and ROCE for the half declined by 

0.3 percentage points.  ROCE on a 12-month rolling basis continues to improve.   

Seats flown increased by 3.6% to 31.1m.  And this combined with strong loads, which 

were up 0.4 percentage points to 89%, meant that our passenger numbers increased by 

4% to 27.6m.  Total revenue per seat grew by 2.6% to £54.80, and that's 1.5% at 

constant currency.  As I mentioned previously, this has been achieved despite the 

movement of Easter and the strong prior October comparator. 

I'll now walk you through the growth in revenue per seat.  Starting on the left you'll 

see the impact of adjusting for the movement of Easter into H2, which reduces 

revenue per seat by 83p.  And that 83p is based on the estimated revenue benefit that 

we achieved last year.  Underlying trading drove a £1.32 increase in revenue per seat 

at constant currency.  And this was delivered through continued improvements to 
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easyJet's network and schedule, revenue management initiatives, enhancements to our 

digital platform, the business passenger initiative and a 3.1% increase in sector length. 

Allocated seating delivered a revenue per seat increase of 28p.  If you remember the 

first flight booked and flown as an allocated seating flight was in April of 2013.  So 

accordingly we benefited from an uplift over speedy boarding in the first half and this 

will not repeat in H2.  And finally we benefited from favorable FX movements, 

primarily on the euro, which have delivered an additional 64p per seat. 

This chart shows the currency split to our revenue and costs.  The slight favorable 

impact was driven by the improved post-hedge euro rate which benefited our revenue 

receipts.  The effective euro revenue rate in the first half was EUR1.19 to £1 

compared to a EUR1.22 in the prior year.  And in total the movement in the euro and 

the Swiss franc delivered a £20m benefit in the half.   

This favorable impact was largely offset by the movement in the post-hedge US dollar 

rate from $1.61 to £1 to $1.58.  This increases our effective fuel price.  And the 

currency movements in relation to fuel and other dollar-denominated costs resulted in 

an [£18m] adverse movement in the half.  So overall the impact of FX in the half was 

£2m favorable. 

Market price for jet fuel traded between $900 and $1,000 per tonne during the half.  

After taking our hedging into account, the average effective fuel price was $993, 

which is pretty much in line with last year.  However, due to adverse movements on 

the post-hedged dollar rate, the sterling cost of fuel per metric ton was £629, which is 

£16 or 2.6% higher than last year. 

Cost per seat excluding fuel at constant currency increased by 0.5% in the half.  

Airports and ground handling cost per seat fell by 2.5% on a constant currency basis, 

and that's despite the annualisation of regulated airport costs, particularly in Italy.  

The cost-per-seat fall was driven by reduced deicing costs due to the milder weather 

in the second quarter and by the earlier delivery of a number of initiatives under the 

easyJet Lean program. 

Crew cost per seat increased 3.2%, with inflationary pay increases and costs arising 

from the increased average sector length partially mitigated by the increased 

proportion of A320s in the fleet and easyJet Lean initiatives. 

Maintenance cost per seat increased by 11.8%.  This was driven by the increased 

number of leased aircraft in the fleet and the planned ageing of the fleet before we 

take delivery of the new-generation A320neo aircraft from 2017.   

The increase in the proportion of leased aircraft impacts on the maintenance cost due 

to the different accounting treatment of maintenance costs between owned and leased 

aircraft.  Engineering and landing gear overhauls on leased aircraft are recognized in 



Half-Year Results 2014 easyJet 

13 May 2014 4 

the maintenance cost line, whereas those on owned aircraft are recognized within 

depreciation.   

Overhead costs increased due to share price-related employee costs and IT and other 

easyJet-wide initiatives.  And ownership costs fell by 6.4%.  In the year the planned 

increase in leasing costs were offset by lower year-on-year other financing costs, 

which in H1 2013 were exceptionally high.   

So another way of looking through the costs, starting on the left-hand side, you can 

see the impact of the cost increases at regulated airports.  Over half of that 40p-per-

seat increase relates to annualisation of Italian airport charges.   

Moving along, you can see the benefit we had from the mild weather.  We had around 

8,500 deicing events in the half compared to around 20,000 last year.  As a result our 

deicing costs were 30p per seat lower this year.   

Disruption year on year was broadly flat.   

Fuel costs increased by 38p, primarily due to the increased sector length.  And FX 

cost increased by 57p due to the adverse effective dollar rate in the half.   

Then focusing on the right-hand side of the slide, you can see how management 

actions have mitigated this cost increase.  easyJet Lean delivered a cost-per-seat 

saving of 45p per seat during the half.  And as a reminder, this is a rolling program 

designed to ensure that unit cost growth is kept below the prevailing market inflation.  

To date the program has delivered over £150m of sustainable savings.  And during the 

half, new Lean initiatives delivered £14m of additional annual sustainable savings, 

principally from ground handling costs and airport charges. 

The increased mix of A320 in the fleet delivered a saving of 7p per seat during the 

year.  And this is a cost advantage that easyJet will continue to benefit going forward 

as the current percentage of 180-seat aircraft in the fleet is currently 30%, and it will 

increase to 75% in 2022. 

So coming onto the fleet, easyJet finished the half with 153 Airbus A319 aircraft and 

67 A320s.  The proportion of A320s in the fleet increased by 3 percentage points from 

27% to 30%.  As you know, we've got a policy of leasing a proportion of our fleet, 

which provides fleet flexibility and helps reduce residual value risk.  As we've 

previously stated, this mix will fluctuate going forward as we take delivery of new 

aircraft under the new framework arrangement.  And at the end of March, 33% of the 

fleet was leased. 

This chart shows our current fleet plan.  It reflects the six options that we exercised on 

October 31, 2013, following the purchase of the Flybe landing rights at Gatwick, and 
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a further two purchase rights recently exercised to support the planned summer 2015 

program.   

We continue to maintain considerable flexibility in our fleet planning.  We negotiated 

a significant amount of flexibility in the new fleet arrangements to enable us to 

change our capacity growth in response to changes in the external environment.  And 

this flexibility is a source of real competitive advantage.   

easyJet ended the half with £1.1b in cash and money market deposits, a decrease of 

£125m compared with last year, primarily due to the payment of the special dividend.  

Property, plant and equipment increased by £224m due to the purchase of three 

aircraft, the acquisition of the Gatwick landing rights from Flybe, payments on 

aircraft pre-delivery and the purchase of life limited parts.  Gearing increased from 11% 

at the end of the year to 18% at the end of this half year, again driven by the payment 

of the special dividend. 

easyJet generates sustainable cash flows and is able to self fund CapEx and the 

ordinary dividend.  The large movement in net working capital is driven by the 

increase in unearned revenue, which increased by £506m from £547m at the end of 

the last fiscal year to £1,053m this year.   

The seasonal nature of the industry leads to significantly more unearned income at 

March 31 compared to September 30 each year.  When you compare the unearned 

income at the end of March this year to the end of March last year, the unearned 

revenue has increased by just over GPB100m, primarily due to the movement of 

Easter and the increase in capacity.   

During the year we returned £308m to shareholders through a £133m ordinary 

dividend and a £175m special dividend.  And I'd like to reiterate that the new aircraft 

order is expected to be funded from a combination of our own internal resources, cash 

flow, sale and leasebacks and debt. 

Turning to the year ahead, we're hedged in line with our policy, with 79% of the 2014 

fuel requirement hedged at $980 a tonne, 89% of the dollar requirement at $1.58, and 

78% of euro at EUR1.20.  And this compares to Friday's spot rates at $964 a tonne, 

$1.69 and EUR1.22 respectively.  We continue to pursue our policy of using hedging 

to smooth the impact on cash flows of changes in fuel and interest rate — exchange 

rates. 

Taking into account the hedges currently in place for the full year, a $10 movement in 

the fuel price impacts PBT by $1.8m, a EUR0.01 movement in the euro by £0.5m, 

and a $0.01 movement in the dollar by £300,000.   

And on that I'll hand back to Carolyn. 
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Carolyn McCall 

 

Thanks, Chris.  Now for the business review.  The macroeconomic outlook in our core 

markets across Europe is improving and it seems set to continue to improve for the 

coming years.  easyJet's strategy of building strong number-one and two positions and 

continuing to develop a strong slot portfolio at primary airports has definitely 

delivered growth and returns for shareholders during the economic downturn. 

As the economies across Europe are recovering, the actions easyJet has taken over the 

past four years, improving customer service, punctuality and gaining loyalty means 

that easyJet is in a really strong position to take advantage of the economic recovery, 

which should mean that people take more trips for business and leisure. 

Capacity in Europe is growing this summer, as I think you all know.  However, our 

analysis shows that over the next five years aircraft supply and passenger demand in 

European short-haul aviation is broadly expected to be in balance.  In the medium-

term it's expected that passenger growth will be around 3% in European short-haul 

aviation.  And in the same period an additional 450 aircraft, narrow body, are 

expected to enter the market by 2018.  And this also equates to growth of around 3%.  

As legacy carriers continue to retrench across Europe, the growth in aircraft will come 

primarily from low-cost carriers, including ourselves.   

easyJet remains in a strong position to take advantage of the opportunity to grow 

profitably.  This is because I think, first, as you can see from this chart, we now have 

over three-quarters of our capacity flying to network points where we are number one 

or number two, primary airports. 

easyJet's asset utilization continues to be industry-leading, with a load factor of 89% 

for the half, driving down cost per passenger.   

Thirdly, the development of our customer offering has ensured that brand affinity 

rather than brand awareness, which we have, but brand affinity is a really important 

metric for us.  And that continues to improve demand right across Europe.   

And lastly, our strong balance sheet, with low levels of gearing, as Chris says, enables 

easyJet to compete sustainably and successfully. 

At this point I'd just like to give you our thoughts on the capacity environment this 

summer.  I'm sure there'll be lots of questions on that.  The near-term capacity 

environment is less benign than it was last summer.  There are some clear 

opportunities for easyJet to allocate capacity to grow in a profitable and disciplined 
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way, particularly for the longer term.  And that is why we are growing our overall 

capacity by 6.7% this summer.   

The Flybe slots which we acquired at Gatwick airport will account for around a third 

of our total 6.7% capacity increase in the second half of this year.  Capacity on 

easyJet's markets is expected to grow by 4.1%.  And given the opportunity we see, the 

majority of this increase in capacity is actually being driven by ourselves. 

Now you'll have heard our cause.  We talk about it quite a lot, not just internally but 

externally.  But our cause, which is to make travel easy and affordable for all our 

passengers, clearly resonates with all consumers.  Easy is about taking the hassle 

away from travel through friendly service and making it easier at airports, and a really 

good digital offering, a really superb digital offering.  And we continue to improve on 

both those things. 

Affordable ensures that we price competitively and deliver value for our customers on 

every single flight, every single day.  As you have heard, easyJet Lean is very focused 

and is really delivering good results. 

This summer we're building loads early as the pattern around summer bookings is less 

visible due to the World Cup.  H2 forward bookings are slightly ahead of last year.   

I'm now going to just take you through an update on how we're performing against 

each of our four key strategic objectives.  And I think you're all aware that we're 

going to be doing a Capital Markets Day in September.  We'll give you a lot more 

detail about our progress against the strategic initiatives then. 

So firstly, the strength of the network.  Fundamental to easyJet's success is the strong 

number-one and number-two network positions in our core markets.  And I think you 

all know these take years and years to build.  A good example of our number-one 

position is clearly Gatwick, where we have grown over 12 years to now having 58 

aircraft there, and that's about a quarter of our fleet. 

Over the past 10 years our passenger numbers have grown by over 250%, while, in 

comparison, BA have declined by over 40%.  easyJet currently carries around 45% of 

total traffic at this major London airport.  And within the next 12 months we'll 

increase passenger numbers by a further 10% due to the purchase of Flybe slots, as 

we've said, but also because of the up-gauging of aircraft from 319s to 320s. 

In addition, we recently signed a seven-year deal with Gatwick Airport, a commercial 

deal, which will ensure our cost advantage continues.  And it will give us price 

certainty at our largest base, with a single-terminal operation which will give us 

greater efficiency, of course, but also a better customer experience. 
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Our portfolio of peak slots across our network has been built, as with Gatwick, over a 

number of years.  And as we have done successfully in similar circumstances in the 

past, we've taken the strategic decision to invest in our network and increase our 

growth rate in key markets where there is increased competitor activity.  And the two 

places really for that are Gatwick and Fiumicino.   

Now this is quite deliberate.  We have a long track record of competing effectively, as 

you know.  We're confident that despite some short-term yield pressure in both of 

those areas, this is the right strategy to deliver profitable growth and sustainable 

returns. 

Moving on now to our presence in France.  easyJet has developed, as you know, a 

strong presence in France and now one in five easyJet passengers touches France.  In 

2013 we flew 14m passengers to and from France.  And in the past five years we've 

increased passenger numbers by 48%.  We now have a number-two position in all the 

major French airports, with a total of 26 based aircraft there and over 1,000 crew.   

On the customer side, we're seeing improvements because we're working in 

partnership at Charles de Gaulle, and we're also seeing that Lyon Airport, so better 

passenger experiences there.   

easyJet will launch 24 new routes in France this year, strengthening regional bases in 

Nice and Toulouse, alongside a 30% expansion in Bordeaux.  And the opening of two 

network points, Strasbourg and Figari. 

So in total, easyJet offers 180 routes from 18 airports in France.  And at this point 

more than 10% of our fleet is based there.   

Now at a recent event to mark our 135 firm aircraft order with Airbus, which we did 

actually at the Ministry of Transport in Paris, it was evident that our presence and our 

perception in France has changed materially.  The French Transport Minister even 

commented at this event — “easyJet, what a beautiful company.” 

Over the past 12 months one legacy carrier, Air France-KLM, has had a market share 

of around 50% of the French market, with low-cost carriers holding around 30%, and 

that has grown.  This relatively low level though of low-cost penetration compared to 

the European average, for instance, in the UK it's well over 50%, just shows, I think, 

that there is further opportunity to increase our presence in France and continue to 

build our strong positions in airports over time. 

Across the rest of the network, easyJet continues to build new opportunities for 

ongoing growth in our core markets.  This is entirely in line with our strategy of 

organic growth.  We've recently opened up bases in Naples and Hamburg.  Both bases 

now have two aircraft each.  As a result we now have a total of two bases in Germany 

and three in Italy.  Our decision to develop our presence in these markets has been 
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supported by our approach of continuing to source opportunities while being very 

disciplined about our use of capital. 

As mentioned already, this summer we expect to grow our sales by 6.7%.  And I'm 

just going to talk a little bit about where the capacity is deployed.  So you can see 

from this chart where that is.   

The pie chart in the top left over there is just a reminder to you.  You've seen that 

many times before.  It's a reminder of the potential in the short-haul aviation market, 

there are 86m seats available to us in our top 20 airports.  That's point-to-point travel 

not feeder traffic.  So that's just a reminder of that.   

So we've already talked about what we're doing in the UK, in Italy and in France.  

You can also see we're allocating more capacity to Switzerland and to Germany.   

Our second key strategic objective is maintaining our cost advantage.  Airport charges, 

as you know, have risen significantly in recent years, particularly via regulated 

airports.  In the last financial year our airports and ground handling costs alone were 

over £1b, approximately 45% of our total non-fuel cost base.   

We've made really big strides in the last six months to address cost base in relation to 

airport charges.  As you know, we've recently signed deals at key airports, Gatwick, 

Luton and Bristol, giving us price certainty over a number of years.  And we will 

continue to work to decrease airport charges.  In the half year we've also signed new 

ground handling arrangements with Amsterdam Airport and at Geneva Airport. 

So we continue to drive cost-per-seat savings through up-gauging our aircraft, as 

Chris said, from 319s to 320s.  And we continue to develop other innovations to drive 

down the cost base.  It's worth a reminder that moving from a current-gen 319 to a 

current-generation 320 provides a 7% to 8% cost-per-seat saving over an A319.  And 

then there is a further 4% to 5% cost-per-seat saving over a current-generation A320 

when moving to the 320neo.   

As well as the up-gauging, we're also introducing sharklets to some of our current 

generation A320 fleet.  A current-generation A320 fitted with a sharklet delivers 2.5% 

fuel-cost-per-seat savings compared with one without.  By the end of 2014 we will 

have 14 A320s fitted with sharklets and all our future deliveries will have them fitted 

as a matter of course. 

We continue to drive other innovations, as I said.  These include the rollout of 

lightweight trolleys, lightweight seats.  All of that just incrementally delivers cost 

savings.  For the half, the trolleys and the seats and the sharklets delivered £1m in cost 

savings. 
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You may have seen some coverage, it got a huge amount of coverage, we ran an 

innovation day in the hangar last week, and that was really showcasing the application 

of a number of new technologies with the goal of improving operational efficiencies.  

And it was predominantly about our engineering and maintenance area.  We're going 

to talk much more about that at the Capital Markets Day. 

Now the easyJet digital offering continues to lead the way and drive the demand for 

our product.  Push notifications on mobile launched recently are absolutely 

transforming the way we communicate with customers on the move, with 

personalized and relevant messages at absolutely key stages of the journey.   

We are continuing to build on the flight tracker tool, which I think you're all familiar 

with.  We now send automated disruption messages that give real-time flight 

information.  It just makes that a whole lot easier for customers to manage disruption 

through the application.  The app has been received really well by our customers, with 

over 8.4m downloads.  And this is a really large and I think growing audience for 

easyJet.   

We're also continuing to develop conversion drivers, with a range of initiatives to 

make it easier for customers to book with us.  So we intend to stay ahead in this area. 

Over the past six months easyJet has established partnerships with key businesses that 

will enable us to continue to develop our customer base.  Partnerships with brands 

such as Hotelopia, Booking.com, Europcar, all very well-established, strong brands, 

will allow us to tap into passengers that may not have been open to easyJet in the past.  

For example, the deal with Hotelopia will open us to a UK market of around 24m 

holidaymakers.  And Booking.com gives our passengers direct access through our 

booking tool to Europe and the world's hotel reservation leader. 

We're renewing our agreement with Europcar, which is the number-one European car 

rental company.  We've worked with them for the last three years.  We're used to 

working with them.  We'll be able to optimize quite a lot of what we do with them.  

They operate out of the majority of airports to which we fly, obviously. 

Our business travel proposition has continued to make good progress in the year and 

we're on track against our plans.  In the first half, easyJet made further progress.  We 

increased route frequencies, further GDS cooperation and we signed more agreements 

with travel management companies across Europe.  Our business passenger numbers 

increased by 8.5% in the last six months, ahead of our overall passenger growth, 

which is around 4%, as you know. 

In the 12 months to March 2014 we carried more than 12m business passengers.  

That's a good milestone for us to have hit.  Since the start of this strategic initiative in 

2011, our business passengers have increased by 44%.   
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Anthony Drury, who I mentioned to many of you already, has joined us now.  He 

started in March 2014, and he joined us from American Express Travel.  So he's a 

poacher turned gamekeeper.  And he's going to take us, I think, into the next growth 

phase in this sector. 

Our final strategic objective relates to the disciplined use of capital.  Our network, as 

you all know, is not static.  You're well aware, I think, by now of our disciplined 

approach to capacity, where we allocate aircraft to the routes which optimize returns 

across the whole network.   

You're very familiar with these charts; you see them every time we present to you.  As 

you can see, we continue to improve our overall network returns by taking tough 

decisions and executing them effectively.  We've dropped 15 routes in the first six 

months of the year as we continue to focus on the best possible allocation of capacity. 

H2 forward bookings are ahead of the prior year, with 51% of seats now booked.   

We've released our passenger numbers for April and, as you would expect, they were 

up year on year due to the timing of Easter.  Therefore we expect strong performance 

in the third quarter due to the movement of Easter into this quarter this year.   

The capacity environment, as I said, is less benign this year and certainly in H2.  As 

you saw earlier we're seeing a 2.9% increase in competitors on our routes in H2 

compared to nearly a 1% reduction in the previous year.  As a result we've been 

focusing on building our load factors slightly earlier to respond to that. 

Turning now to the outlook, I won't read the paragraph and the statement verbatim, 

but just in summary.  The movement of Easter in 2014 into the second half of the 

financial year is expected to increase revenue-per-seat growth in the second half of the 

year by 1 percentage point.  As a result, percentage revenue-per-seat growth at 

constant currency for the six-month period to September 30, 2014, is expected to be 

low single digits. 

easyJet expects cost per seat, ex fuel and currency, to increase by around 2% in the 

second half of this financial year, assuming normal levels of disruption and load 

factors similar to the prior year.  The higher rate of the increase in cost per seat, ex 

fuel and currency, in the second half compared with the first half will be driven by the 

timing of airport charge increases, particularly Rome, and increases in maintenance 

cost due to the planned ageing of the fleet. 

Trading for the second half of the year continues to be in line with management's 

expectations.  And, as I said, around 51% of second-half seats are now booked. 

So to summarize, our results show that easyJet's strategy continues to deliver.  

Performance in the half was very solid despite the movement of Easter to the second 
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half of the year.  And our first-half loss has continued to reduce over the last four 

years. 

Our relentless focus on maintaining our cost advantage, continuous development of 

our customer offering, focus on the number-one and number-two network positions 

and commitment to sustaining growth and returns for shareholders enables us, I think, 

to continue this into the future. 

 


