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MALAYSIAN Ajrline Sys-
tem Bhd {(MAS), wheih fell
the most in almost three
months in Kuala Lumpur
trading after reporting amas-
sive RM534.7 million loss in
its second-quarter (2Q), wiil
face a challenging financial
vear ending Dec 31, 2010
(FY10), due to increasing
pressures on vield, according
to research houses.

The stock, which fell as
much as 7% in earlier trad-
ing, closed 8 sen lower at
RM2.20.

The national airlines yield
is considerably low compared
to peers such as Cathay Pa-
cific and Singapore Airlines
possibly vecause it did not
increase its fares much earlier
in order to boost load factor,
said ECMLibra Investment
Research.

The lack of traction in rais-
ing fares so far has dampened

the research house's expecta-
tion of revenue yield recovery
in FY10.

MIDFE Research said if bro-
ken down further, the vields
excluding fuel surcharge and
adminstration fees grew ata
higher rate of 8% year-on-
year (yoy} to 20.3 sen/revenue
passenger kilometer (RPK}.

This indicates that MAS is
bearing the burden of most of
the fuel price increase as evi-
dent with the fower-than-ex-
pected revenue, MIDF said.

However, the research
house said MAS has to bear a
risk of lower demand due to
the slowing economy. Pas-
senger growth in 2009 was

-8% and this is expected to re-

bound to 10%. But if the worid
experienced a double-dip re-
cession in 201%, passenger
traffic growth may turn red
again, it said.

OS5K Research said MAS'
failure to extract yield was
due lo poor load factor in

'MAS faces rising yield pressures

some routes, which capped
the quantum of increase in
ticket price.

In an attempt to catch up

with its full service carriers
peers’ double-digit yield
growth, MAS is determined
to enhance yield by optimis-
ing its route and is consider-

ing the possibility of imple- :

menting a higher fuel
surchatge.

"This would, however, :
come at the expense of pas- !
senger volume and load fac- -

tor if carried ouf too aggre-
sively,” said analyst Ahmad
Maghfur Usman in the note.

MAS reported a RM534.7
million net loss in 2010 to fune

30, 2010 mainly due to mark- .

to-market derivative Josses of
RM217.2 million onits fuel and
interest rate hedging contracts.
Tor 1H10, adjusted net loss, ex-
cluding compensation for air-
craft delivery delay in 1Q10,
was RMA353.7 million,
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