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Aviation: moving the world

• Air travel delivers global mobility

• Two billion passengers p.a. 

• Outstanding safety record

• Carries 35% by value of global trade 

• Wider social and economic benefits

Source: ATAG, OEF

www.oef.com



• Diverse geographic region

• Home to 4 billion people

• 62% of the world’s population

• Generates 26% of global GDP

• Wide range of income levels

• Dynamic economies but not immune 

to the global downturn

• Aviation recognised as a key 
contributor to economic and social 
development

Asia Pacific



Asia Pacific Aviation

Data: 2008      Source: Combined AAPA + non-AAPA airlines GMT+5 to GMT+12

US$ 151 billion revenue

600 million passengers

407 million domestic

193 million international

16 million tonnes of cargo

3,900 aircraft

Asia Pacific carriers overall market share:

27% of global passenger traffic

40% of global cargo traffic



• Sharp slowdown in the global economy

• Slump in international trade

• Weak passenger demand 

• Oil and currency volatility

• Higher cost of capital

Current Challenges



Source: IMF

World growth

2007    5.2%

2008    3.2%

2009   -1.3%

2010    1.9%

Advanced economies led the decline, 

but effects felt worldwide

Severe global recession
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Weak passenger & cargo demand

Some encouraging signs of recovery but 

traffic still well down on last year

AAPA international passenger & cargo growth

Source: AAPA
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Dramatic decline in premium passenger traffic

Effect of business travel cutbacks 

and travel policy downgrades

World passenger traffic growth by ticket type

Source: IATA
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Revenue impact compounded by lower fares

Source: IATA, PaxIS, ATA

Fares and passenger yields on international markets
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Oil price volatility

Jet Fuel and Crude Oil Price ($/barrel)

2005–2009  Source: Platts, RBS

Oil prices remain volatile, with added uncertainty 

regarding future carbon pricing inclusive of 

emissions charges
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Fuel bill accounted for 35% of total costs 

for Asian airlines in 2008,  and many 

airlines incurred  additional hedging 

losses



Airlines responding to the downturn

• Trimmed route networks and capacity in response 
to lower demand

• Implemented wide range of measures to reduce 
staff costs, retrenchment only as a last resort

• Reduced utilization, grounded surplus aircraft, 
seeking deferral of new deliveries

• Conserve cash, strengthen balance sheet

• Working with industry partners to reduce 
unnecessary costs

Tough times, airlines focused on 

survival whilst preserving ability to 

respond to any upturn



Airline industry: profitability trends 

Source: IATA

Global commercial airline profitability
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Airlines losses: $10 billion a year



GDP growth forecasts
Source: EIU       
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Global economy remains fragile

Despite encouraging signs of an 

economic recovery in Asia



Aviation: future growth postponed

Significant implications for investment 

and capacity management, throughout 

the value chain

Prolonged downturn may mean no growth 2008-2010

Source: IATA



Long term growth prospects still bright

Source: Boeing

Asia Pacific’s share of world traffic 

will keep on growing



• Aviation delivers continuous improvements in fuel 
efficiency through technology, operations and infrastructure

• Nevertheless, aviation must be seen to be paying for its 
growing environmental impact by contributing to global 
efforts to address the challenge of climate change

• Strategic planning for the air transport industry must factor 
in likely increases in the cost of carbon-based fuels, 
inclusive of emissions charges, and the potential impact on 
projected growth rates

• As a globally competitive, energy-intensive industry, we 
would prefer a globally harmonised, sector-specific 
approach to international aviation emissions under ICAO

Governments set the climate change policy framework,  

we need to overcome political inertia and resolve 

profound differences amongst States to move ahead

Aviation – sustainable growth?



Conclusions

• Aviation is at the heart of global economic 
development

• Nevertheless, airlines being severely tested by the 
current downturn

• Airlines are taking appropriate steps to weather the 
storm

• Working with industry partners to identify joint cost 
savings and revenue opportunities 

• Further structural reform: airlines need more freedom 
to compete globally, just like other industries

Prospects for long term growth remain good
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