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Avios Is the loyalty company of the |IAG group

ING

International Airlines Group

o BRITISH <~ Aer Li % IBERIA B LEVEL
AIRWAYS eriingus e -

- <& BRITISH AIRWAYS AERCLURE ~

ExecutiveClub~ Lovaury rrocramme o F AER|LINGUS

IAG profit 2018 - €3.2bn @



Our Avios ailrlines customer base

352m members
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3am+:active
21% Elite members Americas Europe Rest of
1m active 6.7m active World
UK 4.5m 1m active
Spain 1.2m
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Avios timeline

Iberia Plus Partnered Avios Partnered Partnered Partnered Partnered Partnered
launched with currency with with with with with
' I launched ' : ' ' '
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m Aer Lingus #%
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airbnb

MBanco de Chile

2001 2011 2014 PAONS PAONRS
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2000 2002 2013 2015 : !
\ \ . ! amazon alexa
1988 : : : : : (R
Launch i i Avios launched i ! L — :
of Air Miles ! Partnered in South Africa ! Avios Industry-first Rewards
UK'’s first with o launched VR retargeting skill for Amazon
travel loyalty BRmSH - %@-_:“ in Ireland campaign launched Alexa launched
programme AIRWAYS TESCO Clubcard L e with BA, Tesco and

: , Sunday Times
: . Travel Magazine

BA Miles Avios launched multi-currency Avios released first ever «—\
launched cash passport eStore Christmas gift list @



.
Covios

A travel rewards currency that customers
can spend on flights, travel, experiences and
ancillaries.

@ & @ G ¢

Flights Hotels Car hire Experiences Wine, beer
& days out & spirits

Driving change in customer behaviour
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Driving customer behaviour

400

trips booked
per hour

£45bn

200k

Avios collected
per minute

98%

customer
satisfaction*

spent collecting
Avios each year

*Avios Post Travel Satisfaction Survey 2015
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As our customers loyalty increases so d

Single collectors versus Non BAEC versus BAEC Tiers
Multi collectors

Revenue per Customer

Revenue per Customer

Revenue per PSJ @

Non BAEC

Revenue shown for British Airways
Source: Loyalty PnL
Data scope: January to December 2018



Comparison to Airline Model

Airline Rev. Management

Short-term view
Nested inventory

Pricing by fare class/type

Optimisation of revenue at cabin/flight level

Pricing increasing pre-departure and
demand

Loyalty Points Pricing

Customer Longevity

Limited fixed Inventory & Always On
Pricing of point value
Optimisation of frequent flyer proposition

Pricing not explicitly linked to days before departure or
events

Save money on your booking

® As an Avios Travel Rewards Programme or Executive Club member you co
Your current balance is 29,486 Avios Your household balance is 43,0

Log out or change to another account

o £150 off ® £112 off
= 15,000 = 11,250




Avios offers a wide range of highly valued travel rewards

- N8

36Db 0 2 mi /700
Avios spent on travel and Reward flights Avios is used for travel Reward seats

experiences each year taken each year and experiences booked per hour




Revenue Management Comparison

Macro view on how, typically, the airline industry manage revenue vs. how a loyalty program does

Airline Revenue Management

Nested Inventory

Ability to better match supply and demand by
manipulation of seat class availability

Pricing Fares

Control how many seats can be sold at a
particular fare level

Revenue Optimisation

Strategic management of pricing, inventory,
demand and distribution to maximise revenue

Forecasting

Derive optimal future price from accurate
booking/demand curves

Loyalty Pricing

Mixed Inventory

Combination of fixed and un-capped products to
drive airline demand and customer loyalty

Point/Miles Pricing

Control the cost and perceived value to the
customer, using product and demand factors

Revenue Optimisation

Strategic management of loyalty pricing linked to
the revenue for FFP and the group

Forecasting

Manage the total liability, coupled with modelling
of issuance and redemption rates




“Using opaque pricing, we can
Inspire members to redeem Avios to
destinations where there IS excess
supply, and provide extraordinary
value where there isn’t.”

H

11 Data Classification: Internal



Case Study: Pay with Avios optimisation

A recent example of how we test pricing across our Premium Longhaul network

What?

Price Optimisation

Agile approach to improve Avios
volumes, margin on redemption,
customer and commercial penetration

How?

Segmentation

Using customer demographics and
route profiling, continually implement
new pricing rules designed to test our

hypotheses and provide instant
feedback

Why?

Elasticity

To understand the pricing impact on
demand and customer behaviour, such
that we can forecast the optimal price

proposition



Testing has proven our product is somewhat inelastic...

Hypothesis: High balanced customers want greater discounts in the premium cabins

Test: Stretch the size of discounts available in both Club World and First cabins

—— Avios redeemed per PSJ -==Flight penetration 1st Test 1st BAU Change 2nd BAU Change =
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Booking Month
Improved average Avios redemption Increased penetration by

i |
Better Yield ! +1% PTS (YTD VLY)

rates by +58% (YTD vLY)




Driving greater value for specific
market segments to improve customer
awareness and demand...

1. Dream Tickets: Dream Tickets: South Africa
I nteg rated Pay Wlth AVIOS Optlons as part Of BA’S Discover Johannesburg, South Africa’s blgrg);osl city, return from £180 and 49,000 Avios with Avios
art Payment

“always on” process for commercial campaigns.

2.Commercial Sales:

Pay with Avios options feature alongside
primary cash sale prices

Save £100 off with just

. Miami return from £199 and 17,000 Avios with Avios part SOOO AViOS
3. Redemption Sales: payment |
Another great reason to travel in our
Supersized value Pay with Avios campaigns
have driven incremental revenue to IAG this 2 What are you waiting for?
year SENQ8 BTY BAGT 30 Change 1/'..'" _..._. ,»fw:-.-. wd Avios belence Sale enda 31 May 2916

Offer ends midnight 12 February 2019. Terms and

Conditions apply.
@



Sustained grov
bigger Avios balanc

Drive significant growth from low
cash, higher Avios options on
Shorthaul

Continued pricing action to drive
demand towards IAG

Pay with Avios new products remove
customer gaps




Questions ? e

William Jackson / Laura Diggle- pricing
William.H.Jacksgrf@avios.com .
Laura.diggle@af’ios.com 4

Karna Gu pta Conmy erC|aI Strategy i
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