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Airline markets are shifting, both in terms of product…

Source: IATA Economics using data from PaxIS+, IdeaWorks, CargoIS, ICAO and IATA Statistics
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…And in terms of geography
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The GFC precipitated one key divergence

Source: ICAO, IATA

Passenger RPKs
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Retreat from globalization

Source: IMF World Economic Outlook and the World Trade Organization
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Supply chains have been shortened

30

32

34

36

38

40

42

44

46

48

50

52

50

60

70

80

90

100

110

120

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Index (Oct 2008=100)

World trade/IP ratio vs. measure of global supply chains
Share (%)

World trade/IP ratio

Ratio of foreign value added to domestic 
value added in world gross exports



Donald Trump Vows to Rip Up 

Trade Deals and Confront China
The New York Times

28 June 2016

Protectionism is on the rise



Finding new customer segments

Source: IATA Economics using data from Netherlands CPB and Haver
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Air travel growth has remained strong

www.iata.org/economics 9Source: IATA Economic Performance of the Airline Industry
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But world is stuck in a low economic growth path

www.iata.org/economics 10Source: IMF World Economic Outlook
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Price stimulation from LCC entry in significant markets

Sources: IATA using SRS Analyser data
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Significant price stimulation from fuel cost pass-through

www.iata.org/economics 12Source: IATA using PaxIS+ and Haver data
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But a very mixed picture across travel markets today

www.iata.org/economics 13Source: IATA Monthly Statistics by Route
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‘Market’ price elasticities depend on substitutes
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Coping with further US $ strength

Source: IATA using data from Haver
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There is also still a lot of pent-up demand (and supply)
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Scope for large price change in short-haul markets
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Generalized costs about time as well as fares

Source: IATA Economic Performance of the Airline Industry, End-Year 2016 report
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Trip frequency still low in many important markets
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Living standards make big difference to travel frequency 
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Living standards still have much room for catch-up
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Large potential in populous but (currently) poor markets

Source: IATA Economics using data from PaxIS+ and Oxford Economics
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Demographics strong in some key markets, adverse in others 
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Wide range of growth expected over next 20 years
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China largest increment, but don’t dismiss the US
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Significant change in top-10 in air travel over next 20 years
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Long-term travel growth even in gloomy macro scenario
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Chinese tourist outflows begin to dominate

Source: IATA Economics using data from Tourism Economics’ Decision Metrics database
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Centre of gravity of air travel shifting fast towards China

Source: IATA Economics using data from PaxIS+
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Connecting market shares stable - but Gulf/TK threat

Sources: IATA using PaxIS+ data
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Gulf hubs starting to dominate some markets

Sources: IATA using PaxIS+ data
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Price competitiveness issue on these markets

Sources: IATA using PaxIS+ data
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The air transport paradox
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Source: McKinsey presentation to IATA
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At last investors are getting a ‘normal’ return

Source: IATA Economic Performance of the Airline Industry, End-Year 2016 report
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Ending decades of investor capital destruction (?)

Source: McKinsey, IATA 36www.iata.org/economics
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But airline profitability still challenged outside the US
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Balance sheets in some regions remain weak
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Solid improvement in capital productivity
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Helping airlines’ business model innovation
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Structural change in approach to asset utilization
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High fuel prices not always bad for airlines
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Consumer and business demand 
extremely strong
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Aircraft fuel efficiency has improved 
dramatically
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Source: Lee

http://www.iata.org/economics


Costs typically passed through to 
prices
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In fact air transport prices have fallen 
further than costs
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Other sectors do better
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Source: McKinsey for IATA
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But this is not the main issue for airline earnings

www.iata.org/economics 48Source: McKinsey for IATA
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And awful relative performance
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Debt finance markets still sceptical of change
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As are equity markets

Source: Datastream 51www.iata.org/economics
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Global Report Country Reports Online database/webtool
Air Passenger Forecasts

October 2014

United States - Passenger Market Overview

Decomposition of growth, 2014-2034

Change in passenger numbers, 2014-2034

Foreign passengers will contribute less to overall growth, representing 31.4% of total growth, equal to 175 million addittional 

passengers.

Domestic passengers will represent 68.6% of total growth over this period, accounting for 384 million addittional passengers.

The United States air passenger market is forecast to grow at an average annual growth rate of 3.2% per annum over the next 20 

years.

This puts the United States in the 28th percentile of fastest growing markets in our forecast during the period 2014-2034.

Improvements in livings standards contribute 1.4 percentage points to annual growth.

Favourable population and demographic factors are forecast to contribute 0.8 percentage points to annual growth.

Other factors, mainly future technological gains, will contribute 0.8 percentage points per year.

Whilst the United States is in the 28th percentile in terms of fastest growing markets over the next 20 years, it is forecast to be 

ranked as the 2nd largest markest based on the total number of passengers in 2034.

The United States is forecast to gain an additional 559 million passengers by 2034, compared to 2014.
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Explanation of the main drivers of growth (for more details, see the Global Report)

Living standards: We proxy a country’s standard of living by its level of Gross Domestic Product per capita (ie, the total amount of 
output produced in an economy each year divided by its population). The living standards channel captures the clear 
relationship between the number of trips taken on average by inhabitants of a country each year and that country’s 
standard of living.

Population and demographics: Forecasting air passenger markets requires a further understanding of how many people there will 
be to demand air travel in the future. This will depend on changes in total population sizes over time as well as changes in 
demographic structures ; given that older people tend to fly less often than people in working-age groups, air 
market growth in countries whose populations are projected to age considerably over the coming 20 years is likely to face 
headwinds.

Trade flows: A high correlation is observed between a country’s trade openness – measured by exports and imports as a proportion of
an economy’s total output – and its propensity to travel. We therefore include Oxford Economics’ forecasts of trade 
intensity over time into our modelling.

Price and liberalisation: The decline in the price of air travel – that is the cost of air travel in both monetary terms and the time saved 
by more direct routes – has been a notable feature of the industry over the past 60 years or so. We expect the downward 
trend in the unit cost of air travel to resume in the future, mainly reflecting new technologies and efficiencies being realized. 
The introduction of new longer-range mid-size aircraft will connect many more city and country pairs too and lead to 
considerable time savings for passengers. Future potential for reductions in travel times will also be driven by changes in 
regulatory regimes.

Air Passenger Forecasts

United States - Top Country Pairs October 2014

Top US country pairs ranked by passenger numbers, 2014-2034
5 year 10 year 20 year

2014 2019 2024 2034 2014-2019 2014-2024 2014-2034

Rank 

(2014)
Country

1 US Domestic 438,252   554,280   636,662     822,051    4.8% 3.8% 3.2%

2 Canada 23,733     27,166     30,809       39,084      2.7% 2.6% 2.5%

3 Mexico 21,011     24,531     28,762       41,011      3.1% 3.2% 3.4%

4 UK 13,946     18,283     20,628       26,145      5.6% 4.0% 3.2%

5 Japan 9,557       10,214     10,550       11,485      1.3% 1.0% 0.9%

6 Germany 8,369       9,726       10,997       13,975      3.1% 2.8% 2.6%

7 China 6,334       7,004       8,423         12,358      2.0% 2.9% 3.4%

8 France 6,026       7,166       8,284         11,005      3.5% 3.2% 3.1%

9 Dominican Republic 5,836       6,698       8,171         12,288      2.8% 3.4% 3.8%

10 Brazil 5,659       6,071       7,542         11,739      1.4% 2.9% 3.7%

11 India 4,516       6,035       8,070         13,565      6.0% 6.0% 5.7%

12 Korea 4,512       5,729       6,982         9,289         4.9% 4.5% 3.7%

13 Italy 4,344       4,865       5,537         7,103         2.3% 2.5% 2.5%

14 Colombia 3,195       3,769       4,785         7,539         3.4% 4.1% 4.4%

15 Jamaica 3,053       3,838       4,662         6,782         4.7% 4.3% 4.1%

16 Australia 2,813       3,125       3,423         4,106         2.1% 2.0% 1.9%

17 Spain 2,580       3,243       3,912         5,197         4.7% 4.2% 3.6%

18 Bahamas 2,536       3,265       3,930         5,513         5.2% 4.5% 4.0%

19 Ireland 2,298       2,678       3,315         4,350         3.1% 3.7% 3.2%

20 Switzerland 2,233       2,572       2,930         3,796         2.9% 2.8% 2.7%

Passenger numbers ('000s) CAGR %

The United States domestic market is ranked 1st in 2014, and is forecast to remain as the largest market in 2034; taking 70.6% of the total market in 2034, down from 76.5% in 2014.

Whilst the United States domestic market is the largest market in 2014; the 2nd largest market is Canada, accounting for 3% of total passengers which is forecast to rise marginally to 

3.4% by 2034.

The biggest three markets in 2014 are the US Domestic, Canada and Mexico, while in 2034 they are forecast to become the US Domestic, Mexico and Canada respectively.

The largest riser in the 20 year period is forecast to be India rising 5 places to be ranked 6th largest market in 2034.

Whilst the biggest faller in the period 2014-2034 is forecast to be Australia falling 6 places to be ranked 22nd largest market in 2034.
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