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This presentation may include forward-looking comments regarding the Company’s business outlook and 

anticipated financial and operating results. These expectations are highly dependent on the economy, the 

airline industry, commodity prices, international markets and external events.  Therefore, they are subject to 

change and we undertake no obligation to publicly update or revise any forward looking statements to reflect 

events or circumstances that may arise after the date of this presentation. More information on the risk 

factors that could affect our results are contained on our Form 20-F for the year ended December 31, 2007.

Information, tables and logos contained in this presentation may not be used without consent from LAN
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2Q08 Highlights

• LAN achieved a strong operating performance as a 38.8% increase in revenues 
outpaced a 8.5% growth in system capacity.
• Despite high fuel prices, LAN reported a 10.7% increase in net income and a 4.1% 
operating margin. Once again, LAN demonstrated the resiliency of its business model 
and its ability to operate in a high fuel price environment.
• EBITDAR Margins for 2Q08 reached 11.6%, a 5.5 pp decrease with respect to 2Q07.
However, EBITDAR adjusted with the fuel hedging gain reached 14.4%.

US$ millions 2Q07 2Q08 % Chg

Revenues 773 1.072 38.8%
Passenger 458 624 36.2%
Cargo 277 413 49.0%
Other 37 35 -5.4%

Total Operating Expenses (714) (1.029) 44.2%

Operating Income 59 44 -26.2%
Operating Margin 7.7% 4.1% -3.6 pp

Net Income 43 47 10.7%

EBITDAR* 133 125 -6.0%
EBITDAR Margin 17.2% 11.6% -5.6 pp

3* EBITDAR = Operating income + depreciation & amortization + aircraft rentals (does not include fuel 
hedging gains/losses)



2Q08 - EBITDAR Margin Affected by High Fuel Prices

EBITDAR [MMUS$]EBITDAR [MMUS$] 125125133133

System ATK [mill.]System ATK [mill.] 1,8531,8531,7081,708 +8.5%+8.5%

40%

17.2%

2Q07

5.1%

Oferta

16.9%

Yield

16.5%

Fuel 

3.1%

Wages & 
Benefits

7.9%

Others

11.6%

2Q08

5.6pts.

0

10%

15%

20%

25%

30%

35%

5%

-6.0%-6.0%

4EBITDAR Margin = Operating income + depreciation & amortization + aircraft rentals / Revenues



Important Growth in all Passenger Operations

International long-haul and domestic operations were the main drivers of ASK 
growth in the passenger business
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Passenger Business

Revenue growth driven by a 10.4% growth in traffic and an 23.3% increase in 
yields

ASK [mill.]ASK [mill.] 8,1398,1397,4847,484

Passenger RASK [Passenger RASK [US$cUS$c]] 7.677.676.136.13

+8.7%+8.7%

+25.2%+25.2%
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Cargo Business

Growth driven by a 14.9% capacity expansion and a 32.9% increase in yields

ATK [mill.]ATK [mill.] 1.0361.036902902

Cargo RATK [Cargo RATK [US$cUS$c]] 39,939,930,730,7

+14,9%+14,9%

+29,7%+29,7%

105

41

10

0

100

200

300

400

500

277

2Q07 Capacity Yield Load Factor

413

2Q08

+49,0%

7



2Q08 - Cost Analysis

MAIN IMPACTS
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Increase in headcount, FX and inflation

68% increase in fuel prices

0.7 pt reduction in average commissions

16 new owned aircraft

Increased operations & ACMI leases

More passengers & higher IFE costs

Decrease in the average number of aircraft 
offset by higher average lease rates

Boeing B737 phase out and more aircraft in their 
honeymoon maintenance period

Higher sales & distribution, marketing expenses and  
credit card commissions

2Q08 2Q07 Variation (%)

Wages & Benefits 155 113 38,0%

Fuel Costs 390 212 83,8%

Commissions to Agents 123 92 33,6%

Depreciation & Amortization 43 35 21,9%

Other Rental & Landing Fees 112 88 28,3%

Passenger Service 21 17 23,0%

Aircraft Rentals 38 38 -0,4%

Maintenance Expenses 35 39 -10,1%

Other Operating Expenses 111 80 39,5%

Total Costs 1.029 714 44,2%

(US$ millions)



Solid Financial Position

LAN is one of the few Investment 
Grade airlines in the world (BBB 
rating)

LAN has no short term debt; long-
term debt only related to aircraft 
financing

Low interest rates, over 90% of 
interest bearing debt is fixed

Solid Financial Position and Investment Grade Rating
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Increased Fuel Prices during 2Q08

Fuel & Jet Fuel (2007 – 2008)

40

60

80

100

120

140

160

US
$/

Ba
rr

el

-0,3

0,2

0,7

1,2

1,7

2,2

2,7

3,2

3,7

4,2

US
$/

G
al

lo
n

WTI JET

Average 2Q07

JET: US$ 2.05 /g

WTI: US$ 64.9 /b

Average 2Q08

JET: US$ 3.63 /g (+77%)

WTI: US$ 123.63 /b (+90%)

11Source: Bloomberg
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Fuel Strategy: Fuel Cost Pass-Through Mechanism

WTI Regional Long Haul Long Haul 
 (US$)  (US$) (US$) (EUR+SYD) (US$)

<40 0 0 0
40-45 15 30 55
45-50 18 40 65
50-55 20 50 75
55-60 23 60 85
60-65 25 70 95
65-70 28 80 105
70-75 30 90 115
75-80 33 100 125
80-85 35 110 135
85-90 38 120 145
90-95 40 130 155

95-100 43 140 165
100-105 45 150 175
105-110 48 160 185
110-115 50 170 195
115-120 53 180 205
120-125 55 190 215
125-130 58 200 225
130-135 60 210 235
135-140 63 220 245
140-145 65 230 255

Fuel pass-through in cargo businesses

Change in passenger fuel pass-through table in July 2008

International US$ 2.00 / Kg (1)

(1) Euro 1.30 / Kg from Europe.

2008

2007

WTI
(US$) 400-1000 kms >1000 kms
< 40 0 0

40-50 0 0
50-60 1.500             2.500                
60-70 3.000             5.000                
70-80 4.500             7.500                
80-90 6.000             10.000              
90-100 7.500             12.500              
100-110 9.000             15.000              
110-120 10.500           17.500              
120-130 12.000             20.000                
130-140 13.500           22.500              
140-150 15.000             25.000                

Domestic Chile (CL$)

Note: Fuel surcharges are per segment (ie.one way). 



Fuel Strategy: Fuel Hedging

Fuel Hedging Program 2008-2009 (*)
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Highlights - Cargo Division

Efficient Fleet adapted to the Region
Best Network in the Region

Estimated mkt share in 
the region: 40%

Strong Demand
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Current Fleet - B767
• Total of 9 aircraft
• Adequate aircraft for the region 
• High utilization
• Fuel efficient

Future Aircraft – B777
• Order for 4 B777
• Double the size of a B767
• Longer range 
• Fuel efficientPassenger network

Cargo network



Update – Argentine Domestic Markets

Lan Argentina Destinations Highlights – Recent Events
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• Lan Argentina is currently serving 11 
domestic destinations, which comprise 75% 
of domestic traffic.

• Current fleet: 7 Airbus A320

• Current market share: +/- 22%

• Fleet projected YE08: 8-9 Airbus A320

• New destinations: 2 additional in 2H08

• New Developments:

Two consecutive 18% increases of 
the fare band in April and May 2008.

State subsidy for fuel cost for the 
entire Argentine domestic industry. 

Nationalization of Aerolineas
Argentinas / Austral



LAN Fleet’s Growth 2008

Arrival of 19 passenger aircraft during 2008

Fleet YE08: 
90 Aircraft

5 Boeing 767-300  

10 Airbus A318  

2 Airbus A319

16

2 Airbus A320

Boeing 737-200 Fleet: Phasing out finished in May 2008 
Retrofit program for wide-body passenger fleet
Winglet kit for the Boeing 767 fleet

http://www.airliners.net/open.file?id=724184&WxsIERv=Nveohf%20N320-233&WdsYXMg=YNA%20Nveyvarf&QtODMg=Hfuhnvn%20-%20Znyivanf%20Netragvanf%20%28Vfynf%20Znyivanf%29%20%28HFU%20%2F%20FNJU%29&ERDLTkt=Netragvan&ktODMp=Abirzore%2028%2C%202004&BP=1&WNEb25u=Whna%20Cnoyb%20Znevav&xsIERvdWdsY=PP-PBP&MgTUQtODMgKE=Orvat%20chfurq%20onpx%20sebz%20gur%20tngr%20qrcnegvat%20nf%20YNA%208994%20aba%20fgbc%20gb%20Fnagvntb%20qr%20Puvyr%20%28FPRY%29.%20%5BAvxba%20Q70%5D&YXMgTUQtODMgKERD=1576&NEb25uZWxs=2004-12-03%2000%3A00%3A00&ODJ9dvCE=&O89Dcjdg=1304&static=yes&width=1024&height=665&sok=JURER%20%20%28nveyvar%20YVXR%20%27YNA%20Nveyvarf%25%27%29%20%20beqre%20ol%20cubgb_vq%20QRFP&photo_nr=83&prev_id=724482&next_id=723288
http://www.airliners.net/open.file?id=810127&WxsIERv=Nveohf%20N340-313K&WdsYXMg=YNA%20Nveyvarf&QtODMg=Nhpxynaq%20-%20Vagreangvbany%20%28NXY%20%2F%20AMNN%29&ERDLTkt=Arj%20Mrnynaq&ktODMp=Znepu%2025%2C%202005&BP=1&WNEb25u=Wbanguna%20Enaxva&xsIERvdWdsY=PP-PDP&MgTUQtODMgKE=Neevivat%20sebz%20Flqarl%20jvgu%20n%20chss%20bs%20fzbxr.%20Zl%20svefg%20fubg%20bs%20gur%20arj%20yvirel&YXMgTUQtODMgKERD=1241&NEb25uZWxs=2005-04-05%2000%3A58%3A47&ODJ9dvCE=&O89Dcjdg=363&static=yes&width=1200&height=812&sok=JURER%20%20%28nveyvar%20YVXR%20%27YNA%20Nveyvarf%25%27%29%20%20beqre%20ol%20cubgb_vq%20QRFP&photo_nr=6&prev_id=820467&next_id=806961
http://www.airliners.net/open.file?id=774042&WxsIERv=Nveohf%20N320-233&WdsYXMg=YNA%20Nveyvarf&QtODMg=Ohrabf%20Nverf%20-%20Zvavfgeb%20Cvfgnevav%20%28Rmrvmn%29%20%28RMR%20%2F%20FNRM%29&ERDLTkt=Netragvan&ktODMp=Wnahnel%2016%2C%202005&BP=0&WNEb25u=ONVERF%20Nivngvba%20Cubgbtencul&xsIERvdWdsY=PP-PBS&MgTUQtODMgKE=Fbzrgvzrf%20V%20jnf%20tynq%20gb%20fcbg%20YNA%92f%20arj%20fpurzr%2C%20ohg%20vzntvar%20fcbggvat%20gjb%20bs%20gurz%20ng%20gur%20fnzr%20gvzr%3F.%20Jvgu%20hc%20gb%2011%20qnvyl%20syvtugf%2C%20vg%20trgf%20rnfvre%20gb%20fcbg%20YNA%92f%20arj%20fpurzr%20ng%20RMR.%20%28Bylzchf%20P-740%29&YXMgTUQtODMgKERD=899&NEb25uZWxs=2005-02-09%2005%3A38%3A18&ODJ9dvCE=&O89Dcjdg=1355&static=yes&width=1024&height=782&sok=JURER%20%20%28nveyvar%20YVXR%20%27YNA%20Nveyvarf%25%27%29%20%20beqre%20ol%20cubgb_vq%20QRFP&photo_nr=35&prev_id=774676&next_id=774041


Current Fleet Plan
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CAPEX ’07-’18
(USD MM)      471             839 364              249              521 4.000
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2008 Estimated Capacity Expansion

Passenger ASK Growth Cargo ATK Growth
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