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Air China Limited Announces 2012 Interim Results
Hong Kong – August 28, 2012 — Air China Limited (“Air China” or “the Company,” together with its subsidiaries, collectively “the Group”) (HKEX: 00753; LSE: AIRC; SSE: 601111: ADR OTC: AIRYY), today announced its results
 for the six months ended June 30, 2012 (“the Period”).

Results Highlights
· Turnover was RMB47.33 billion, a year-on-year increase of 3.82% 
· Operating expenses were RMB 44.75 billion, a year-on-year increase of 7.64% 
· Jet fuel cost was RMB17.81billion, representing a year-on-year increase of 9.61% 
· Foreign exchange loss was RMB339 million, representing a year-on-year decrease of 122.5%
· Profit attributable to shareholders was RMB945 million, representing a year-on-year decrease of 76.71% 

· Earnings per share was RMB0.08, a year-on-year decrease of 76.61%
In the first half of 2012, global economic growth experienced a slowdown whilst fuel price remained high. At the same time, weakening market demand, escalating operating costs and intense competition all resulted in the aviation industry being placed under great pressure. Notwithstanding the complex operating environment, the Group meticulously assessed the situation and responded effectively to the market changes, as well as maintained stable developments in various areas including operational efficiency, products and services as well as strategic collaboration. 
Financial Highlights
In the first half of 2012, the Group recorded a turnover of RMB47.33 billion, representing an increase of 3.82% over the same period last year. 
Passenger revenue was RMB41.43 billion, a year-on-year increase of 7.53%. Cargo revenue was RMB3.84 billion, a year-on-year decline of 22.72%. The growth in passenger revenue during the period was mainly due to the increase in market demand and year-on-year increase in capacity allocation.
Operating expenses increased by 7.64% to RMB44.75 billion, up from RMB41.57 billion reported in the same period in 2011. Jet fuel cost, which remained the single largest cost for the Group, accounted for 39.81% of the operating expenses and increased by 9.61% year-on-year. The increase in jet fuel cost was mainly due to a higher price level of oil than the corresponding period of the previous year.
The Group recorded an foreign exchange loss of RMB339 million during the period, representing a year-on-year decrease of 122.5% compared with RMB1.51 billion profit in the same period last year.
The Group recorded an operating profit of RMB2.58 billion during the period, a year-on-year decrease of 35.73%. Profit attributable to shareholders was RMB945 million, a decrease of 76.71% compared with RMB4.06 billion in the same period last year.
Operational Highlights
Passenger Services
During the Period, the Group carried a total of 34.75 million passengers, a year-on-year increase of 3.26%. Passenger capacity, measured by Available Seat Kilometers (ASK), rose by 5.72% to 77.88 billion. Capacity for domestic, international and regional routes increased by 4.74%, 6.69% and 13.88% respectively. Overall passenger traffic, measured by Revenue Passenger Kilometers (RPK) increased by 4.80% to 62.34 billion. Traffic on domestic, international and regional routes increased by 3.20%, 7.24% and 14.32% respectively. Passenger load factor was 80.04%, a year-on-year decrease of 0.71 percentage points. Yield per RPK was RMB0.66, up by 1.54% over the same period in 2011.

In response to the changes in the international and domestic passenger markets, the Group optimized its capacity allocation structure and provided a dynamic response to market demands in the first half of 2012. The Group adjusted its international and domestic capacity allocation, slowed down its capacity increase on certain European, Japanese and Asia Pacific destinations and shifted the capacity from certain domestic routes to more dominant markets. At the same time, the Group deployed more flights on profitable international routes and maintained advantageous market share at its key markets, such as Beijing and Chengdu. The Group allocated more wide-body aircraft on domestic trunk routes, and optimized aircraft allocation for its long-haul international routes, by operating with B777-300ER aircraft for its European and American routes and A340 aircraft for our international flights from Shanghai. In doing so, the Group achieved a better alignment between its choice of aircraft model and routes they are put in service.
The Group further strengthened its refined profit management and upgraded services and aircraft facilities. The revenue of first and business class cabins achieved a fast growth, with a year-on-year increase of 8%. In addition, revenue from e-commerce, corporate customers and frequent flyers achieved a year-on-year increase of 16%, 13% and 12% respectively. Revenue contribution from Star Alliance carriers rose by 6% compared to the same period last year.

The Group continued to develop its hub and network strategy. The Group added 198 landing slots per week to its Beijing hub thereby increasing the frequency of its domestic and international routes as well as widening and deepening its network coverage. The Group also added 44 landing slots per week to its Chengdu hub. With the recent launch of its Chengdu-Kathmandu and Chengdu-Mumbai routes, its Chengdu hub now reaches 61 cities. In addition, the Group adjusted the international departing route structure at the Shanghai international gateway and increased the capacity on profitable routes.
In the first half of the year, the Group added 23 new aircraft, namely 5 B777-300ER and A330 wide-body aircraft and 18 B737-800 and A320 narrow-body aircraft, and phased out 14 aging aircraft, mainly B737-300, from its fleet. As at 30 June 2012, the Group’s fleet consisted of 441 aircraft, with network covering 30 countries and regions globally, including 46 international, 96 domestic, and 4 regional cities.
The Group continued to strengthen its collaboration with its strategic partners. The Group expanded its comprehensive cooperation with Cathay Pacific in the passenger and cargo business and entered into an agreement with Cathay Pacific and Shanghai International Airport to establish a ground-handling joint venture. The Group also deepened its cooperation with Shenzhen Airlines in various business aspects, including sales and marketing, frequent flyer program, maintenance, information technology and central procurement, with the business synergies gradually emerging. In addition, the Group took the initiative to expand bilateral and multilateral cooperation. The Group entered into code-sharing agreements with South African Airways and LOT Polish Airlines, as well as strengthened its cooperation with its Star Alliance partners with revenue attributable to the alliance member airlines continued to climb.
During the period, the Group continued to improve its service quality with a view to enriching customer experience, which resulted in enhanced service categories and service system and a broader range of services and products. The Group upgraded its aircraft facility, refurbished its business class cabins on B777-200 and certain narrow-body aircraft and optimized its onboard entertainment system and programs. Interactive services, such as SMS ticketing and seat reservation, were formally launched. The Group was also the first airline in China to introduce an iPad user platform which provided various online services, such as hotel reservation, thereby offering our travellers greater convenience.
Cargo Services

In the first half of 2012, affected by the recession across Europe to America, the air cargo market continued to be weak. During the Period, cargo capacity, measured by  Available Freight Ton Kilometers (“AFTK”) was 3.98 billion and cargo traffic, measured by Revenue Freight Ton Kilometers (“RFTK”) was 2.26 billion, representing a decreased of 1.29% and 5.67% respectively. The cargo and mail load factor was 56.88%, representing a decrease of 2.64 percentage points to the same period last year. Cargo yield was RMB1.70, down by 6.08% over the same period in 2011.

Despite of the challenging operating environment, Air China Cargo managed to maintain a good rhythm in terms of capacity allocation and adjusted the route structure while tightening up on the supervision of sales in overseas markets, cargo under transfer and newly-opened cargo destinations. In the meanwhile, the Group also fortified the linkage between passenger and cargo by strengthening the sales of our bellyhold cargo spaces with the increased capacity deployment in the passenger market. The Group also introduced new sales channels and cargo sources thereby improving the dynamics between cargo carried and aircraft deployed. Having taken all of the above measures, the Group significantly reduced its operating losses from the cargo division.
Outlook
Mr. Wang Changshun, Chairman of Air China said, “In the second half of this year, we foresee that the operating environment for the global aviation industry will remain both challenging and complex. The future movement of jet fuel prices will continue to have a considerable impact on the aviation industry’s performance. At the same time, interest rate and exchange rate fluctuations will cast uncertainties on our operations. 
In view of such challenges, our Group will aim at growing steadily while grasping market opportunities, pursuing strategic developments, and close collaborating with our strategic partner Cathay Pacific so as to achieve better performance and results.”
-End-
About Air China
Air China Limited (Air China) is the national flag carrier of China and a leading provider of air passenger, air cargo and airline-related services and products in China. Its operational headquarters is in Beijing, a major domestic and international hub in China. It also provides airline-related services, including aircraft maintenance, ground handling services in Beijing, Chengdu, and other locations. As of 30 June, 2012, the Company operated a fleet of 289 aircraft. The Company’s network covers 30 countries and regions globally, including 46 international, 96 domestic cities, and 4 regional cities. Air China was listed on Hong Kong Stock Exchange and London Stock Exchange on December 15, 2004 under codes 00753 and AIRC respectively. On August 18, 2006, Air China was listed on Shanghai Stock Exchange under code 601111. For further details, please visit Air China’s website: www.airchina.com.cn.
Safe Harbor Statement
This press release contains projections and forward-looking statements that reflect the company’s current views with respect to future events and financial performance. These views are based on current assumptions which are subject to various risks and which may change over time. No assurance can be given that future events will occur that projections will be achieved, or that the company’s assumptions are correct. Actual results may differ materially from those projected.
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� All figures are stated under the International Financial Reporting Standards (“IFRS”)
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