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2006 Results in Context

� Q3 and Q4 2006 results include domestic sector
(MAS takes over P&L responsibility effective 1st

August 2006)

� All subsequent charts will reflect the inclusion of 
domestic sector in our P&L e.g. both revenue and 
cost will increase in comparison to Q3 and Q4 
2005 (calendar year)
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Most routes are losing money
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COMMERCIAL 

OPERATIONS

FINANCE

Flying to Win Customers

Financing and Aligning 
the Business on P&L

Unleashing Talents and 
Capabilities

Winning Coalitions

Mastering Operational 
Excellence

MISSION: 
To be a 
profitable 
airline

STRATEGY:
BUSINESS TURNAROUND
To achieve sustained profitability by going 
beyond expectations on 5 thrusts

PEOPLE

STAKEHOLDERS

Business Turnaround 
“The MAS Way”



Projected RM1.1b improvements in 
2006 Business Turnaround Plan
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Note: Prepared in Feb’06, 
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Net profits (Include latest 1QFY07)

4QFY05 1QFY06 2QFY06

3QFY06

240m

-177m

-616m

-321m

4QFY06

121m

1QFY07

133m

RM



Overview Of Group Profit & Loss
YTD FY06 vs. YTD FY05

YTD FY06 YTD FY05
RM Mil RM Mil %Change

Revenues
Passenger

Pax Revenue 8,218 8,037 +2
Other revenue 1,417 712 +99

Cargo
Belly & Freighter 1,946 1,928 +1
Other revenue 1,909 1,648 +16

13,490 12,325 +9

Expenditure 13,793 13,481 +2
Finance charges -49 -6 >100
Taxation -61 -31 +97
Profit/(Loss) after Tax -413 -1,193 -65

WAU compensation 650 - na
Dom. Rationalisation Expenses -517 - na
Sale of properties 119 26 >100
Share of Associates 28 28 100
Minority Interest -3 -4 -25

Net Profit/(Loss) after tax -136 -1,143 -88



The Prognosis 
and Actions



Prognosis of our business 
fundamentals

� Excellent products and services

� Comparable load factor

� Low yield 
(20.5 sen/RPK vs. industry average 22 – 32 sen/RPK) 

� Inefficient network
(not configured to match our target customers and markets)

� Low productivity

� Lack of cost control



Increasing Yield



Our yield was below competitors
Yield (sen/RPK)

MAS

20.5

Thai

22.2

SIA

22.3

Qantas

32.4

1 sen/RPK increase = RM 500m additional revenue
If MAS’ increase 22 sen/RPK = RM 1.5b additional revenue

Pax revenue (excluding surcharges) used for yield

2005 Yield (sen/RPK)



We are making big improvements 
in yield

Increased by

5.6sen/RPK

(27% Increase)

*Actual yield (with FS & AF) for each quarter

*Yield 
(sen/RPK)

Q1 2006

22.6 22.8

25.3

Q2 2006 Q3 2006

25.7

Q4 2006

26.1

Q1 2007FY 2005

20.5



Network 
Restructuring



International Network Restructuring

Reroute via KLIA 
as primary hub

Action

Timeframe Immediate

Routes Effective late-March:
London – Langkawi – KL

London – Penang – KL

Frankfurt – KL – Kuching

Sydney – Kuching - KL

KL – Kuching - Perth

Terminate routes after 
exhausting route profitability 
actions

3 – 6 Months

Effective 1 st April:
Calcutta, Ahmedabad
Pontianak

Effective 1 st May:
Manchester, Padang 

Effective 1 st June:
Vienna,  Xian

Effective 1 st August:
Kota Kinabalu – Shanghai 

Effective 1 st September: 
Fukuoka

Terminate routes, and 
apply hub-and-spokes 
and point-to-point

6 + Months

Effective 29 th October:
Chengdu, Cairo

PHASE 1 PHASE 2 PHASE 3

�

�

�

To keep:
Frankfurt
Zurich
Rome 
Paris
Los Angeles
New York
Stockholm

�

�

�

�

�





Improving 
Productivity



Manpower rightsizing

� From workforce of 22,835, trimmed to 19,596

� 14% or 3,239 staff reduction via MSS, retirement, 
expiry of contracts, etc

� Further manpower reduction through natural 
attrition
* For 2007 alone, manpower reduction of 600-700 
is projected from retirement, expiry of contracts, etc

� Despite less staff, we managed to improve the 
business by approximately RM1.56 billion in 2006



Cost Control & Reduction



Variance(RM mil)Costs

Others Reduction in costs such as software support costs and 
professional fees. Due to tighter control over stocks and 
assets, there were less provisions required as part of the 
year end process.

EXPENDITURE ANALYSIS (International) 
FY06 vs FY05 

294

FY06 (RM mil)

-37

-259

Depreciation

13,171

3,081

RM665m 
cost 
reduction

Reduction in depreciation charges, in line with fall in property
assets and change in depreciation rates due to change in 
estimates.

Fuel cost
Increased by only 2.8% despite increase in price by 16% from 
FY05. Cost increase has been contained due to lower 
consumption, better efficiency and hedging gains. 

4,524 +123

Increase mainly due to higher leasing rates and USD LIBOR, as 
most leases are on a floating rate basis.2,133 +232Aircraft Leases

-57
Commissions and 
Sales Incentives

751 Lower due to lower sales (excluding fuel surcharge) on 
international sector.

Staff cost 1,642 -52
Lower due to reduction in staff numbers from MSS exercise.  
However, this is offset by contractual salary increment given 
during the year and ex-gratia payment of RM21m..

Advertising 92 -137 Since the Business Turnaround Plan (BTP), advertising 
activities have scaled down which resulted in cost savings.

Maintenance 
Costs

654 -123
Lower cost due to better efficiency and cost containment.  Also 
helped by change in accounting standards to capitalise heavy 
maintenance work on engines owned by the company.



Our Cost Story in 2006

RM million

Took over 
Domestic 

P&L

2006 
Total 
Cost

623m 13,793

2005 
Total 
Cost

Cost 
Reduction

Cost 
Increase

13,481 665m

355m
Fuel: 
+123m

Aircraft 
lease: 
+232m

13,171m

2006 
Normalised

P&L

310m



Delivering on our promises



2006 Net profits

4Q 05 1Q 06 2Q 06

3Q 06

240m

-177m

-616m

-321m

121m

4Q 06

Full Year 2006

-136m

-620m

RM million

Actual Target



For FY06, we achieved RM1.56 billion net improvemen t

Revenue 
increase

Cost 
reduction

Aircraft 
leases 
increase 

Fuel cost 
increase

Domestic 
profit

WAU 
compensation 
+ sale of 
properties –
domestic 
rationalization 
expensesInternational Domestic

Net 
improvement

RM million

+665m

+973m

+232m

+123m
+55m

+226m +1.564b
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Rise in share price is a strong sign of 
investors’ confidence in MAS

3 May 07

MAS share price outperforms 
KLCI by 54% over last 17 months
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Profitable Growth 
Going Forward



BT Plan Focus

2007

Profit 
generation

2006

Financial 
survival 

2008 & 
Beyond

Profitable 
growth



N America

S America

Europe

Mid East

S Africa

S Asia

China
N Asia

Australia

New
Zealand

ASEAN

MAINTAIN

MAINTAIN MAINTAIN

MAINTAIN

HUB & SPOKE

RESTRUCTURE

GROW

GROW

GROW

RE-ALIGN / HUB & SPOKE

GROW

Frequency Growth 2007 to 2011 (Aspiration)

Core Network

The core network will feature collaboration between  
MAS, Firefly and other partners



1. MH Campaign 

2. Project Omega & Alpha 

3. PSS

4. Engineering & Maintenance Breakthrough Program

5. Structural Cost Reduction

6. MASKargo - Profitable Growth 

7. Network Growth (including Firefly)

8. Support function revitalization (HR, Finance & IT) 

9. Breaking New Ground Projects 

Key Business Priorities 2007



1) Global Winner for ‘Economy 
Class Onboard Service 
Excellence 2006’

2) Best Cabin Staff Award 2006 
(Top 3)

3) Best Airline 2006 (Top 10)

Best Airline to Asia

Best New Business Class Seat

Malaysia Airlines is a 5 Star Airline

CAPA Airline Turnaround of the 

Year 2006 Award



Thank You


