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U.S. VISITS TO EUROPE NOW AHEAD OF 2012 PACE

1. U.S. traffic to Europe increased in August, for the third consecutive month of the
peak season. Visits by Americans totaled 1,161,706, up 3.2 percent from August 2012,
according to the latest figures from the Dept. of Commerce. That brought U.S. visits
for the year to 7.9 million, or 38,700 more than last year. The trend is expected to
continue through the fall. See the Volume of U.S. Travel to Europe chart.

NEXT ISSUE:

STOCKS RECOVER FROM SHUTDOWN; WILL CONFIDENCE FOLLOW?

2. The federal government shutdown cost the U.S. economy $24 billion, according to a
Standard & Poor’s estimate, but that didn’t bother the stock markets for long. The
Dow more than recovered the 901 points lost to the shutdown, closing at a
record 15,637 Wednesday.

Oil, which dropped to $96 a barrel, its lowest since July, rose to $97 per barrel
as of today. Gasoline prices continued to fall, and are now averaging $3.28 per
gallon nationwide, the lowest since January.

3. Sales of existing homes fell slightly in September from their 6'/2-year high in
August. They were still up 10.7 percent over September of last year. The national
median price was $199,200, also less than in August, but 11.7 percent more than a year
ago, the 19th consecutive month of such price increases. The median humber of days on
the market was 49, up from 43 in August.

4. Consumer confidence plunged. The Conference Board index dropped steeply to
71.2 in late October from a revised 80.2 in late September. That index had been at 80
or more since June. The board’s Lynn Franco said, "The federal government shutdown
and debt-ceiling crisis took a particularly large toll on consumers’ expectations.”
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Previously, the Thomson Reuters/Univ. of Michigan index reported a drop in early
October to 75.2 from a revised 77.5 in early September. The early October number was
later revised down to 73.2, the low for the year.

5. The dollar edged up to €0.73 today, after falling toward €0.72 Monday, a two-
year low. It had been as high as €0.76 seven weeks ago.

6. In Europe, Spain reported its first growth (+0.1 percent in the 3rd Q) after nine
quarters of recession. It was the latest sign that the euro zone’s economic freeze is
beginning to break up. Earlier in the summer, Portugal reported 1.1-percent growth
in the 2nd Q, better than Germany’s +0.7 percent. Spain is still losing jobs, but the
“destruction rate” is down to 0.1 percent; the overall unemployment rate was at 26.3
percent at the end of the 2nd Q.

CHEAPER JFK-GATWICK FLIGHTS? NEW SERVICE FROM CHARLOTTE, NEWARK

7. Off-peak fares have rarely been more stable. The airlines are slowly adding
flights and seats, and holding down all impulses to compete on price, notably on New
York-London flights. (Enter Norwegian Air Shuttle, see No. 9 below.)

Here are low fares quoted Friday on Expedia for roundtrip, non-stop, midweek
flights on major carriers; taxes, fees and surcharges included:

Travel dates: Nov. 13-20 Dec. 11-18 Jan. 15-22 Feb. 12-19
New York-London $871 $871 $871 $871
Chicago-Paris 1,004 1,004 1,004 1,004
San Fran.-Frank. 1,141 1,141 1,043 1,143

8. Not surprisingly, U.S. airlines reported an increase in trans-Atlantic yields for
September of 4.5 percent. Combined yield has been up every month since last
November, with the exception of May (when it dropped only 0.1 percent). And it shows
in the profits the carriers are reporting; see No. 12.

9. Next July, Norwegian Air Shuttle will launch flights to London from New York,
Los Angeles and Fort Lauderdale with one-way fares from JFK starting as low as
$291. The new flights, on 787 Dreamliners, will arrive at Gatwick, restoring luster to
that periodically disrespected airport.

Rapidly expanding, somewhat low-cost Norwegian stepped beyond Scandinavia
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last spring in making Gatwick a base to serve the British market with flights to the
continent. Service will be thrice weekly from New York, and twice weekly from Los
Angeles and Fort Lauderdale.

However: Norwegian’s lowest JFK-London fare quoted for August is considerably
higher at $435 one way. And while the fare covers all taxes and a fuel surcharge,
passengers will pay an additional $7 to use credit cards and $59 for a package that
provides two meals, one bag and a seat reservation. That brings the low fare for
August to $501 one way. The low JFK-Heathrow roundtrip quoted last July, on
several carriers for departures in August, was $1,142.

10. US Airways is launching new service next spring from its Charlotte hub to
Manchester, Brussels, Lisbon and Barcelona. The carrier already flies to all four
from Philadelphia and serves six other European gateways from Charlotte. The new
flights will operate into the fall. Presumably the flights will go forward in the event of
an American-US Airways merger.

11. That merger seemed more likely this week when American, US Airways and the
U.S. Dept. of Justice agreed to sit down with a mediator recommended by U.S.
District Judge Colleen Kollar-Kotelly. The Dept. of Justice antitrust suit to block the
merger is scheduled to go to trial Nov. 25.

12. Austrian Airlines will expand summer capacity to Vienna by more than 60

percent from its three U.S. gateways.

Austrian will add five weekly flights from Newark in addition to its daily flights from
JFK. Austrian’s daily flights from Dulles will be assigned to a larger 777 (adding 90
seats per flight). Service from Chicago will expand from five flights weekly to daily
flights. Unchanged is the daily schedule from Toronto.

All three gateways are big hubs for United, fed by hundreds of domestic
routes. Austrian is part of the United-Lufthansa joint venture, which basically operates
as a single airline for pricing, scheduling and marketing trans-Atlantic service.

AIR FRANCE-ALITALIA DRAMA, DELTA’S BIG QUARTER

13. Air France-KLM wrote off its investment in Alitalia, with a €119 million impairment
charge listed in its 3rd Q report, released today. That helped to shrink €634 million in
operating income (+29.1 percent)—on revenue of €7.2 billion (+0.4 percent)—to
quarterly net income of only €144 million (-51.4 percent). Restructuring charges and
income taxes each drained away even more than the Alitalia write-off.

14. Alitalia and the Italian government have been seeking more investment from
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Air France-KLM, the largest shareholder at 25 percent, to help stave off a shutdown,
which could happen early next year. Air France-KLM has indicated that it might be
willing to reinvest, but only under “strict conditions,” perhaps including clear authority
for Air France-KLM to direct major management and financial reforms at Alitalia.

15. The year’s big winner among trans-Atlantic carriers, Delta, reported a 3rd Q profit of
$1.4 billion (+31 percent) on revenue of $10.5 billion (+5.7 percent). That included
a $440 million gain on fuel hedging and other special items. The overall cost of fuel
declined 5.4 percent, and the Trainor oil refinery, bought last year, finally delivered a
small profit. Traffic rose 2 percent, while passengers paid 5.6 percent more per mile
flown.

United reported a net $379 million profit for the quarter on revenue of $10.2
billion (+3 percent); income would have been considerably higher but for $211 million
in special charges related to its merger, including payouts totaling $127 million under a
new contract with the machinists. But the result was much better than its $6 million
profit a year ago. Most of United’s revenue gains were on Atlantic routes, up 11
percent for the quarter. United, still leading Delta as the world’s No. 1 carrier in terms
of traffic, said revenue should have been greater but that too many seats were sold too
cheaply under revenue-management programs that are being revised.

American reported net income of $289 million on total revenue of $6.8 billion
(+6.2 percent). That compares to a loss of $238 million a year ago. The profit would
have been a quarterly record were it not for $166 million in special charges and
merger-related expenses. "We're particularly pleased with our strength across the
Atlantic, reflecting the success of our joint business with British Airways, Iberia and
Finnair,” said Virasb Vahidi, the chief commercial officer.

American’s proposed merger partner, US Airways, reported a $216 million
profit (-12 percent compared to last year) on revenue of $3.9 billion (+9.1 percent).
While the carrier flew more seats, and achieved a higher load factor and yield, its tax
bill shot up from $1 million to $120 million (allowances for previous years of losses
were exhausted).

TURKEY OPENS BOSPORUS TUNNEL, SPAIN CONSIDERS TIME CHANGE

16. On Tuesday, Turkey opened the new Marmary rail tunnel beneath the Bosporus;
Prime Minister Recep Yayyip Erdogan presided at the ceremony held on the National
Day anniversary of the establishment of the Turkish republic 90 years ago.

Initially, trains will run only 8.4 miles between the Kazlicesme station on the
European side and the Ayrilikcesme station on the Anatolian side. A new Sirkeci Street
underground station serves the old city near Topkapi Palace. Eventually (2015
perhaps), the Maramary trains (similar to Germany’s S-Bahns) will run 47 miles and
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carry 1 million passengers daily, taking pressure off the two motor bridges and myriad
ferries that cross the strait.

The $2.8 billion Marmaray project is just part of Erdogan’s massive program of
transportation projects, including a third Bosporus bridge, a third Istanbul airport, new
metro lines and a new canal through the western section of the city that would route
much of the vast container and oil-tanker traffic away from the strait. All are
necessary, he says, to serve Istanbul’s 15 million people.

Istanbul will be linked to Ankara by high-speed rail; the last section of the
line is to be completed next year. Those trains could also use the Marmaray tunnel,
although it’s more likely they will terminate at the traditional Haydarpasa Terminal
(closed during the Marmaray work) on the Anatolian side.

The tunnel project also led to the discovery of a Byzantine harbor and the remains
of 30 ancient ships. More than 40,000 archaeological objects were excavated, delaying
the project for years.

17. Spain is considering shifting to Greenwich Mean Time from Central European
Time, to which it has set clocks since 1940. A report to parliament said the
change to Greenwich Mean Time would help people establish a more rational daily
routine for work and sleep, and boost productivity.

Most of Spain lies within the basic borders of the Greenwich Zone (between 7.5°
east and 7.5°west). But most of western and central Europe, from Norway and France
to Poland and Albania, places itself in the Central Zone. The only European countries
now using Greenwich Time are Britain, Ireland, Portugal and Iceland. Morocco, south of
Spain, also subscribes to Greenwich Time.

Portugal switched from Greenwich Time to Central Time in 1992 to be uniform with
Spain and the rest of Europe, but reversed itself in 1996 as people complained bitterly
of working all morning in the dark and of difficulty sleeping while summer skies were lit
well past 11 pm. In 2010, Britain rejected a proposal to turn its clocks to Central Time.

Separately, most of Europe went back to standard time last Sunday (across all
zones); daylight-saving time will return Sunday March 30.

THE CUBAN COMPETITION

18. Cuba is rising as a destination for Americans. While more than 75 percent of the
estimated 450,000 who traveled from the U.S. to the Caribbean’s largest island last
year were Cuban-Americans with special rights to see relatives, the non-Cuban
contingent increased 33 percent in a year to 98,000. The jump was reported by Robin
Amster at TravelMarketReport.com.

Although the 53-year-old U.S. trade embargo is still in place, Americans have been
allowed to travel directly to Cuba in “people-to-people” programs renewed by the
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Obama administration in 2011. These are organized by college groups, international
friendship organizations and tour operators (including Tauck, General Tours, Collette,
Grand Circle, Globus and Gate 1), all licensed by the U.S. Treasury Dept.

Cuba, only 94 miles from the Florida Keys, was a major destination for Americans
before the Castro revolution. Besides being close and affordable, Cuba offered great
beaches, a large and scenic hinterland, and a cosmopolitan Havana with plenty of good
food, music and (then) casinos. When the flow of Americans was cut off, Cuba found
plenty of new tourists in Canada and Europe.

Americans still can’t go just for the beaches and the clubs; trips must be
educational under the rules. But as the people-to-people programs expand, the
pressure to drop all restrictions should grow. Then, Cubans foresee, U.S. traffic could
soon exceed the 1 million Canadian visits they expect this year.

19. Exhibitor registration for the Visit Europe Media Exchange continues. VEMEX
will open in Toronto on Friday, Nov. 15; then go to New York on Monday, Nov. 18;
and to San Francisco on Wednesday, Nov. 20. For information and registration, go to
VisitEuropeMediaExchange.com.

TRANS-ATLANTIC IS GOING SUBSCRIPTION

20. This newsletter will be distributed on a subscription basis beginning in
December. The cost will be $150 for 24 issues over 12 months. To subscribe, just
send an e-mail with your name, company and receiving email address to
TransAtlantic@dnmartinco.com. We’'ll send an invoice.

# # #

Neil S. Martin
TransAtlanticReport.com

Donald N. Martin & Company

Email: TransAtlantic@dnmartinco.com
646/ 250-8704



"jusdiad g°Q spM g, A1pniga] 104 aspaudul A1y 96p19AD ‘SADp 47 pPY 7|, AIDNIGa] 8snpdag

€L/81/01
‘[ouy si [pjo} Jequieos ‘[ 107 Yim Buluuibag
*$191110D WOy paAladal a1am sBuljy 4| so piodas [pnuUD Ul ‘saLisNpU| WSLINO] PUD [9ADI| ‘edsawwo)) jo “ydaq 'S’ Yyt Aq paomdn pajsnlpo 0|0z YBnoayy spjoy jpuly

LE9'VYT'LL  €T6'STB'OL 80L'€OL'LL  8l0O'646°LL  £T9'S0STL LLL'6TE'El €68'G66'CL 629'255'TL VEB'EVT'ZL 168'C66°0L +x [PUH

LE9'VVTLL  €T6'STB'OL 690°C60°LL  ££6'626'LL  299'02Z¥'Cl G82°LST'EL  ¥89'806°CL G80'cTv'TL L9v'zEL'TL  601'962°0L

868'6€/ 6€0°6TL €12'889 96v'Gv8 988'888 869756 G66'EL6 705'206 /127006 671’888 Jaquedag
Lyy'9r9 8v6'vv9 6£9°0¥9 766'8vL 6£0°99/ g18'9g8 860918 8LL'LL8 LI rAIRA:] 90298/ JoqueAoN
yve'ess rAdN44: 61Z’1€8 L61'0Z6 8Z€'916 708'8€0°L  958°086 606'L¥6 €89°£68 60v'TL8 49qopPO
L69°8EL'L  YOL'6LLL €0T'TTL'L  L69°€9L'L  ¥9S'08L'L  9V0L6T'L  LSE'SYT'L  §S/'80T'L 08T'69L'L  9€G'SSO’L ._omEo._mow

G0+ §T0'906°L  L6T'£98L

Z€+ 909Ul  860°9ZL'L  100ZFO'L  9¥0'696  Své'v0T'L  L6v'Zzl'l  €94'SEZ'L  9vZ'6SLL  G8E'960°L  £79'90LL  85Z'670'L isnbBny
ST+ 991l TOS'66ZL  S08'88Z'L  9SI'6ET'L  ¥OL'€8E’l  960'VEELL  965/9¥'L  ¥S8'0SY'L  ¥06'€8EL  L¥v'S6Z'l  w¥6'60Z'L Anr
e+ EVL6VSL  9S9'86VL  096'LEVL  0S6'SYS'L L1068l 61912l vEP'Z09'L  8¥Z'S8S'L  9€9'€9¥’L  0l8‘zer’l  08Z'0Z'L eun(
9°0-  90Z'90Z'L LLE'SITL  S88SIL  6/7'7€7'l  S/E'1¥ZL Z08'SIE’L  00£'98El  ¥OL'89E’l  GZ0'08Z'L /68671 §59'6/6 Aoy
0Z-  £6£'S18  /Il'zES Z0£'908 8719/ 6LT'0V6  98Y'896  816'866  SVE066  919'7V6 6SE'6Z6 05619 [udy
'E-  SO¥'Z6/  TIE'ST8  8OS'SLL  1/£'758  060/F8  6/9'786  ¥e8'Ly0'l  8/Y'STO'L  /16'T66  §/7'T86  ¥6/'808 Yoaow
8'0+/LT~ 4 /£9°08Y LE&'C6V  8SE'VLY  89/7VS 896’895  G8E'899  ¥EFP'9Z9  4IE'8E9  W/T'éV9  vEP'SS9  LEL16S Aipniqey
6T-  69I'E9S  ¥OE08S  1LP'89S  /08'799 122'899 LVZ'€S.  €68'6EL  ¥8L'VEL  TVO'8VL  €OL'€LL  LLU'LL9 Kipnupf
Nmou woyy €10z z10Z 110z 010z 6002 8002 £002 9002 $00Z 7002 £00Z
9 C_Ur_U ...Yo

‘potad joyj jo yonw

yBnouyy pasoasoul 4 §oY4 $3J0DIPUI DIP Juspuadapul ‘paspul “apnjiubow joyy JO SASDAIdAP [PNYOD PIYAJ jou op [10Z dunf yBnouy} 010z A|nf Joy pajiodal sainby

snuiw juooyiubis sy sny] yjuow sad yusoiad gg sp yonw so Aq ‘pajunodiano Ajsnotasid siam sainppdap uszyd-"g (N DY} Po|PAA3L SPY WaisAs 9jpIndop atow syl *(SIdV)
wajsAg uoypwiou| Jobuassnd SDUDAPY Mau ayj DIA AjLINdag pubjawol jo “ydaq sy Aq aunjipdep aiojoq sauljIID WOl Pa3[|0d Usaq sby bipp ‘010z A|nf 9dulg

‘(uoypiepay upissny ay} Buipnjour) adoung ul |PALLID §saly yim syyBiy

uo sAomayob g’ Buiiodap suazyd "G’ 10§ 24D S|DJO] "SALYSNPU| WSLINO] PUD [9ARI] JO 9OYO ‘2218WWO)) o “ydaq 'S’ 9yt Aq panssi spiodal [9ADI-IID AJyjuow woig

€10C 1SNONV SN3ZILID "'S'N A9 3dO¥NT OL 13AVIL 40 IWNTOA

3d0oUNT OL TIAVUL 04 LIMAUVIN "S"N FHL

DILNVILV.SNVUL



