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Delta Air Lines (DAL - $4.01) 1-Overweight Arlines

Change of Earnings Forecast

CAPACITY, FUEL, HURRICANES WEIGH ON ESTS

Investment conclusion EPS ($) (FY Dec)
Q Change of earnings forecast; see industry note for 2003 2004 2005 % Change
details.

Actual Old New  St. Est. Old New  St. Est. 2004 2005
1Q -3.49A -3.12A  -3.12A -3.12A N/A N/A -4.25E 11% N/A
2Q -1.95A -255A -255A -2.55A N/A N/A -0.75E  -31% N/A
3Q -143A -250E -3.75E -3.08E N/A N/A 0.00E -162% N/A
4Q -1.71A -2.65E -4.00E -3.58E N/A N/A 0.00E -134% N/A
Year -8.58A -10.71E -13.32E -12.46E -8.00E -9.90E -545E -55% 26%

P/E N/A N/A

Market Data Financial Summary

Market Cap 0.30B Revenue FY04 N/A
Shares Outstanding (Mil) 75.00 Five-Year EPS CAGR 6.00%
Float 0.00 Return on Equity 0.00%
Dividend Yield N/A Current BVPS 45.43
Convertible Yes Debt To Capital 33.18%
52 wk Range 15.47 - 3.33
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VALUATION METHODOLOGY

We have assumed a gradual industry recovery between 2004 and 2006. Using historical trading patterns, and applying a 6.0x
EBITDAR multiple to our 2006 estimate and discounting back at 20% for 2 years yields our current target.

Lehman Brothers does and seeks to do business with companies covered in its research reports. As aresult, investors
should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report.

Customers of Lehman Brothers in the United States can receive independent, third-party research on the company or
companies covered in this report, at no cost to them, where such research is available. Customers can access this
independent research at www.lehmanlive.com or can call 1-800-2-LEHMAN to request a copy of this research.

Investors should consider this report as only a single factor in making their investment decisions.

PLEASE SEE ANALYST(S) CERTIFICATION(S) ON PAGE 2 AND IMPORTANT DISCLOSURES
BEGINNING ON PAGE 3
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Risk Disclosure

Investing in airline stocks is very risky. Airline stocks have historically underperformed broader market averages by significant
margins when measured over long periods of time. Our recommendations are based on historical trading patterns and our
profit expectations, which are subject to a high degree of risk. Our profit expectations for individual companies hinge on our
revenue assumptions, which depend entirely on assumptions we make regarding economic growth, the demand for leisure
and business travel, the impact of competition from low-fare carriers, and industry-wide aircraft capacity decisions. Our profit
expectations also depend on assumptions we make about the cost of jet fuel (historically a volatile commodity), the impact on
revenue and expenses of potential labor disruptions, and the impact of any number of geopolitical events and terrorism risks
on the demand for air travel, among other things. The combination of heavy operating and financial leverage along with the
volatile nature of the underlying assumptions means that our profit expectations, targets, and ratings are subject to rapid,
frequent, and material change.

Analyst Certification:

I, Gary Chase, hereby certify (1) that the views expressed in this research Company Note accurately reflect my personal views about any or
all of the subject securities or issuers referred to in this Company Note and (2) no part of my compensation was, is or will be directly or
indirectly related to the specific recommendations or views expressed in this Company Note.

Company Description:

Delta Air Lines is the third largest U.S. airline measured by revenue passenger miles. Its primary hub cities are Atlanta, Cincinnati, Dallas/Ft.
Worth and Salt Lake City.

Company Name: Disclosures Ticker Price (09/16) Rating
Delta Air Lines F,J,K.M DAL 4.01 1-Overweight

Other Team Members:
Winnie Clark 1.212.526.4440 wclark@lehman.com
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Important Disclosures

Rating and Price Target Chart: DAL

DELTA AIR LINES

48.00 4
44.00 4
40.00 4
36.00 4
32.00 4
28.00 4
24.00 4
20.00 4
16.00 -
12.00

8.00

4.00

0.00

As of 07-Sep-2004
Currency = USD

T T T 1
9-01 12-01

T T T
6-02
—— Closing Price

Recommendation Change x

T T 1
3-02

T T 1
9-02

T T T T T 1
12-02 3-03

T T 1
6-03

T T 1
9-03

A Price Target

Drop Coverage

T T 1
12-03

T 1
3-04 6-04 9-04

Source: FactSet

Date Closing Price | Rating Price Target Date Closing Price | Rating Price Target
20-May-04 5.99 10.00 01-Oct-02 9.85 16.00
22-Mar-04 7.41 9.00 05-Aug-02 13.60 1-Overweight

05-Dec-03 11.58 16.00 19-Jul-02 15.72 30.00
05-Sep-03 14.89 24.00 03-Jun-02 24.93 40.00
17-Jun-03 15.33 18.00 05-Mar-02 35.65 47.00
17-Jun-03 15.33 2-Equal weight 05-Mar-02 35.65 1-Strong Buy

FOR EXPLANATION OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE PAGE FOLLOWING THE LAST PRICE CHART
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Important Disclosures:
The analysts responsible for preparing this report have received compensation based upon various factors including the Firm’s total
revenues, a portion of which is generated by investment banking activities.

F - Lehman Brothers Inc. and/or its affiliates beneficially own(s) 1% or more of any class of common equity securities of the subject
company as of the end of the last month.

J - Lehman Brothers Inc. or an affiliate trade(s) regularly in the shares of the subject company.

K - Lehman Brothers Inc. has received non-investment banking related compensation from the subject company within the last 12 months.
M - The subject company is or during the last 12 months has been a non-investment banking client (securities related services) of Lehman
Brothers Inc.

Risks Which May Impede the Achievement of the Price Target:

DAL: Investing in DAL is very risky. Our target and rating are predicated on historical trading patterns and our current profit
expectations, which hinge on our view that the supply and demand balance in the industry will improve substantially in the years to come
allowing DAL to raise prices significantly. If we have cause to question any of our assumptions about demand recovery, industry capacity
decisions, various competitive forces, labor issues or geopolitical events among other things, we might be forced to make substantial and
frequent changes to our profit expectations, targets, and recommendations. The outcome of the U's bankruptcy, DAL's key East Coast
competitor, could have a significant impact on our recommendation and/or stock performance.

Key to Investment Opinions:

Stock Rating
1-Overweight - The stock is expected to outperform the unweighted expected total return of the industry sector over a 12-month investment

horizon.

2-Equal weight - The stock is expected to perform in line with the unweighted expected total return of the industry sector over a 12-month
investment horizon.

3-Underweight - The stock is expected to underperform the unweighted expected total return of the industry sector over a 12-month
investment horizon.

RS-Rating Suspended - The rating and target price have been suspended temporarily to comply with applicable regulations and/or firm
policies in certain circumstances including when Lehman Brothers is acting in an advisory capacity on a merger or strategic transaction
involving the company.

Sector View

1-Positive - sector fundamentals/valuations are improving.

2-Neutral - sector fundamentals/valuations are steady, neither improving nor deteriorating.
3-Negative - sector fundamentals/valuations are deteriorating.

Stock Ratings From February 2001 to August 5, 2002 (sector view did not exist):

This is a guide to expected total return (price performance plus dividend) relative to the total return of the stock’s local market over the next
12 months.

1-Strong Buy - expected to outperform the market by 15 or more percentage points.

2-Buy - expected to outperform the market by 5-15 percentage points.

3-Market Perform - expected to perform in line with the market, plus or minus 5 percentage points.

4-Market Underperform - expected to underperform the market by 5-15 percentage points.

5-Sell - expected to underperform the market by 15 or more percentage points.

Distribution of Ratings:

Lehman Brothers Equity Research has 1597 companies under coverage.

40% have been assigned a 1-Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as Buy rating, 39% of
companies with this rating are investment banking clients of the Firm.

42% have been assigned a 2-Equal weight rating which, for purposes of mandatory regulatory disclosures, is classified as Hold rating, 9%
of companies with this rating are investment banking clients of the Firm.

18% have been assigned a 3-Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as Sell rating, 74%
of companies with this rating are investment banking clients of the Firm.

This material has been prepared and/or issued by Lehman Brothers Inc., member SIPC, and/or one of its affiliates (“Lehman Brothers”) and has been
approved by Lehman Brothers International (Europe), authorized and regulated by the Financial Services Authority, in connection with its distribution in the
European Economic Area. This material is distributed in Japan by Lehman Brothers Japan Inc., and in Hong Kong by Lehman Brothers Asia Limited. This
material is distributed in Australia by Lehman Brothers Australia Pty Limited, and in Singapore by Lehman Brothers Inc., Singapore Branch. This material is
distributed in Korea by Lehman Brothers International (Europe) Seoul Branch. This document is for information purposes only and it should not be regarded
as an offer to sell or as a solicitation of an offer to buy the securities or other instruments mentioned in it. No part of this document may be reproduced in any
manner without the written permission of Lehman Brothers. With the exception of disclosures relating to Lehman Brothers, this research report is based on
current public information that Lehman Brothers considers reliable, but we make no representation that it is accurate or complete, and it should not be relied
on as such. In the case of any disclosure to the effect that Lehman Brothers Inc. or its affiliates beneficially own 1% or more of any class of common equity
securities of the subject company, the computation of beneficial ownership of securities is based upon the methodology used to compute ownership under
Section 13(d) of the United States' Securities Exchange Act of 1934. In the case of any disclosure to the effect that Lehman Brothers Inc. and/or its affiliates
hold a short position of at least 1% of the outstanding share capital of a particular company, such disclosure relates solely to the ordinary share capital of the
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company. Accordingly, while such calculation represents Lehman Brothers’ holdings net of any long position in the ordinary share capital of the company,
such calculation excludes any rights or obligations that Lehman Brothers may otherwise have, or which may accrue in the future, with respect to such
ordinary share capital. Similarly such calculation does not include any shares held or owned by Lehman Brothers where such shares are held under a wider
agreement or arrangement (be it with a client or a counterparty) concerning the shares of such company (e.g. prime broking and/or stock lending activity).
Any such disclosure represents the position of Lehman Brothers as of the last business day of the calendar month preceding the date of this report.

This material is provided with the understanding that Lehman Brothers is not acting in a fiduciary capacity. Opinions expressed herein reflect the opinion of
Lehman Brothers and are subject to change without notice. The products mentioned in this document may not be eligible for sale in some states or countries,
and they may not be suitable for all types of investors. If an investor has any doubts about product suitability, he should consult his Lehman Brothers
representative. The value of and the income produced by products may fluctuate, so that an investor may get back less than he invested. Value and income
may be adversely affected by exchange rates, interest rates, or other factors. Past performance is not necessarily indicative of future results. If a product is
income producing, part of the capital invested may be used to pay that income. © 2004 Lehman Brothers. All rights reserved. Additional information is
available on request. Please contact a Lehman Brothers entity in your home jurisdiction.

Complete disclosure information on companies covered by Lehman Brothers Equity Research is available at www.lehman.com/disclosures.




