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Analyst Comment

Jazeera Airways (JAZK.KW)
August 10, 2008

Jazeera Airways reported a summary of its financial performance for the second quarter of
2008 (full financial statements are not yet available).

Revenues increased by 46.8%, year-on-year, to reach KD 11.4 million in 2Q2008. We believe
this increase is the result of the combined effect of an increase in passenger numbers, which
was referenced in the press release of the company, and an increase in yields—as Jazeera
Airways has been adding surcharges to offset some of the increase in fuel costs.

In line with the major global trend in the airline industry, Jazeera Airways has been feeling
the pinch of rising fuel prices, as fuel costs as a percentage of revenue increased by 13
percentage points (year-on-year) to reach 48% in 2Q2008.

Jazeera Airways posted a net loss of KD 898 thousand in 2Q2008, compared to a net loss
of KD 1.8 million in 2Q2007. On a half year basis, Jazeera Airways had a net loss of KD 152
thousand, a significant improvement (almost a 90% reduction) over the KD 1.3 million net
loss reported in 1H2007.

An examination of the quarterly performance of Jazeera Airways in 2007 reveals that the
airline had a loss in the second quarter and a profit-with modest margins—in the first quarter.
This performance was repeated in 2008. The third and fourth quarters of 2007 were highly
profitable, as the airline had double-digit net income margins in both quarters. This shows
that Jazeera Airways is exposed to high seasonality, with the second half of the year acting
as a booster for full year performance.

We will be issuing an update on Jazeera Airways after meeting with management, in order to
properly assess the impact of some changes in market dynamics.
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