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I am pleased to present the report on the
operating results of China Eastern Airlines
Corporation Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) for the
year ended 31 December 2006. On behalf of
all the staff of the Group, I would like to
extend my sincere thanks to the shareholders
for their support of the Group.
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In 2006, the world economy grew continuously. However,
the prices of international crude oil and aviation fuel
experienced lengthy fluctuations at the peak level, which
brought about a substantial increase in costs for the
international air transportation industry. As a result, the

results of the Group have been significantly affected.

The economy of the People’s Republic of China (the “PRC”,
or China) maintained a rapid pace of growth, resulting in a
steady growth in the air transportation market in the PRC.
However, the transport capacity in the whole industry
increased rapidly and the Government implemented an open
skies policy of allowing more competitors to enter the market,
resulting in a significant increase in the competition in the
air transportation market in the PRC.

In 2006, according to statistics on the flight schedule market
share, the Group’s flights accounted for 38.6% and 31.1% of
all flights at Honggiao Airport and Pudong Airport,
respectively. The daily average utilisation rate reached 9.4
hours, which approximates with that in 2005.

In terms of marketing, the Group in 2006 gradually introduced
passenger traffic routes such as “Shanghai - Frankfurt”,
“Shanghai - New York”, “Beijing - Seoul”, “Hangzhou -
Qingzhou” and “Weihai - Seoul”, thus further improving the
Group’s route network. The transit business is now established
and has special passenger transit arrangements such as “A
R A5 L =" (“Internal Code-sharing”), “Bt 2 E# -« 7%
H#" (“Single Check-in for Transit Passengers and Luggage”)
and “DER{EW - TTZEH" (“Double Check-in for Transit
Passengers and Single Check-in for Luggage”) in place. The
business reinforced the communication and cooperation with
each joint inspection unit, thus reforming the cross-border
lobby in the Pudong Airport so that transit procedures for
passengers were simplified and the transit time was
shortened. As such, the number of passengers using the
transit service exceeded 1,120,000 persons. The “R HF & 2
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17" (“Eastern Miles”) frequent flyers programme was
expanded, and the number of members of the frequent flyers
programme has now exceeded 5,590,000. The marketing of
the electronic ticketing business has made good progress
and has been well-received in the market, and “ET.CE-
AIR.COM”, the electronic ticketing website of the Group, has
also become increasingly well-known. As a result, the sales
of electronic tickets accounted for over 80% of the Group’s
total domestic ticket sales.

In terms of service, in 2006, the Group became one of the
joint venture partners in the passenger air traffic business
of the World Expo 2010 Shanghai. It is believed that the
Group can capitalise on this to share the business
opportunities brought to the district’s air transport market
by this World Expo. According to the statistics published by
the Civil Aviation Administration of China (“CAAC"), the flight
on-time rate of the Group has been leading among industrial
players in the PRC, and the Group again won the “customer
satisfaction” award for another year from the CAAC in the “
IR % & R fin” (“Passengers’ Rating of Civil Aviation Award”)
category.

OUTLOOK FOR 2007

The Group would like to caution readers of this report that
the operations of the Group as an air transport enterprise
which performs public service functions, is linked closely to
political and economic situations, both internationally and
locally. As such, the operation of the Group and of the
whole sector is, to a substantial extent, subject to the risks
associated with geopolitics and the outbreak of unexpected
events. The 2006 annual report of the Group contains (but
not limited to) certain forward-looking statements, such as
those on the economies of Asia including the PRC, and the
aviation market. Such forward-looking statements are subject

to many uncertainties and risks.
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The Group expects that the global economy will continue to
grow in 2007. The economic growth in the PRC continues,
and at the same time the opening up of the sky for aviation
in Shanghai, will further help to build Shanghai as an aviation
hub. The 2008 Olympic Games and 2010 World Expo are
drawing closer and demand in the domestic air transportation
market is expected to maintain steady growth. The Group
will seize upon the opportunity and make timely adjustments
to its capacity, thereby increasing its turnover volume in
every aspect, hence its revenue in air-transport. The Group
plans to continue to expand its scale in 2007 and to adjust
and optimize its route network, thereby increasing its
competitiveness and its ability to create more attractive
products and services to meet the needs of the market. The
Group has continued to build its fleet and has introduced
two A319 aircraft, two A320 aircraft, four A321 aircraft, one
A330-200 aircraft, five A330-300 aircraft, two B737-700
aircraft, three EMB145 aircraft and one B747F aircraft, which
were delivered to the Group and commissioned into service
this year. It is believed that the Group will benefit from

increasing demand for air transport in the region.

In view of the operating environment and the Group’s actual
position, its overall working objectives in 2007 are: “ensuring
safety, ensuring profit, enhancing services and creating
harmony”. Regarding these objectives, the Group will focus

on the following aspects:

1. The Group shall strengthen safety supervision and
safety education and enhance the standard of safety

management, in order to ensure flight safety.

2. The Group shall improve the service-providing
concepts, innovate servicing ideas, unify service
standards, standardize the procedures of servicing,
establish a swift response mechanism, enhance the
standard of both ground and air traffic services, and
provide diversified and customized air transportation

services to passengers.
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3. In terms of marketing, the Group shall change the
mode of business expansion which was largely focused
on acquiring additional aircraft, updating aircraft
models and penetrating the intensely competitive
markets by investing heavily in transport capacity.
Instead, the Group shall design products in line with
the requirements of passengers and enhance the
profitability of aviation routes through formulating
marketing concepts and innovating marketing
strategies. The Group shall continue to build up
Shanghai as an aviation hub, optimize the strategic
planning of the route network and open up profitable
routes on the basis of a prudent analysis based on
market research, so as to enlarge market share step
by step and to increase total income by enhancing
profitability.

4. The Group shall continue to manage strictly the overall
budget, strengthen cost control, establish a reasonable
capital structure in order to lower financing costs,
step up efforts on risk management, and avoid
financial and operation risks.

5. The Group shall implement standardized management,
strengthen the training of management and front line
staff and increase its ability to execute strategy. The
Group shall step up efforts on IT investment and
integration, so as to enhance information security
and the effectiveness of applications.

6. The Group shall vigorously promote the building of
its corporate culture, create a harmonic corporate
environment and enhance the corporate brand image.

On behalf of the board of directors (the “Board”) of the
Company, I would like to express my gratitude to all of the
shareholders.

Li Fenghua
Chairman

Shanghai, China
19 April 2007
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