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2016 another year of above WACC returns 

Source: McKinsey, IATA 2 www.iata.org/economics 
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Profits cycle now showing signs of peaking 

www.iata.org/economics 3 Source: IATA using The Airline Analyst, PaxIS+ and Platts data 
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Widening asset utilization gap driving returns 

www.iata.org/economics 4 Source: ICAO, IATA 
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Better capital productivity also driving returns 

www.iata.org/economics 5 Source: McKinsey, ICAO, IATA 

0.8

0.9

1.0

1.1

1.2

1.3

1.4

-6

-4

-2

0

2

4

6

8

10

2000 2002 2004 2006 2008 2010 2012 2014 2016

R
ev

en
u

es
 p

er
 $

 o
f 

in
ve

st
ed

 c
ap

it
al

%
 o

p
er

at
in

g 
re

ve
n

u
e

Capital productivity and operating margins

Operating 
margins

Capital productivity



Margins now less leveraged to economic cycle? 

www.iata.org/economics 6 Source: IMF World Economic Outlook 
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Industry totals hide enormous diversity 

www.iata.org/economics 7 Source: IATA calculations from The Airline Analyst 
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It’s largely N America driving industry results 

www.iata.org/economics 8 
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Parts of Europe also performing well but not elsewhere  

www.iata.org/economics 9 Source: IATA calculations from The Airline Analyst 
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Balance sheets show the diversity of financial health 

www.iata.org/economics 10 Source: IATA calculations from The Airline Analyst 
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And performance is uneven across markets 

www.iata.org/economics 11 Source: ICAO, IATA 
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Globalization paused and threatened? 

www.iata.org/economics 12 Sources: IATA, Netherlands CPB, OECD-WTO TiVA database 
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Air travel growth has surprised on the upside 

www.iata.org/economics 13 Source: IATA Economic Performance of the Airline Industry issues from 2012-2015 
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But world stuck in a low economic growth path 

www.iata.org/economics 14 Source: IATA using forecasts from IMF World Economic Outlook issues 2013-2016 
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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 16 Source: IATA using PaxIS+ and Haver data 
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But lackluster economic cycle now seems to be slowing 

www.iata.org/economics 17 Source: IATA using Netherlands CPB and Markit data 
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World awash with savings and short of investment 

www.iata.org/economics 18 
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Central banks continue to print money 

www.iata.org/economics 19 
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Asset price valuations back to pre-GFC levels or more 

www.iata.org/economics 20 
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Debt continues to grow, despite Global Financial Crisis 

www.iata.org/economics 21 
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Only the consumer is keeping US GDP growth positive 

www.iata.org/economics 22 Source: IATA using data from Haver 
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Can payrolls keep growing while corporate profits shrink? 

www.iata.org/economics 23 Source: IATA using data from Haver 
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World economy (and aviation markets) at a cross-roads 

• Central banks creating asset bubbles not economic growth 

• Dangerous levels of indebtedness 

• Brexit, support for populism, symptoms of rising inequality 

• Two main scenarios: 

– Pessimistic: renewed debt deflation + protectionism; supply-side 

damage 

– Optimistic: incumbent governments respond to threats from 

populism and embrace reflationary policies 

www.iata.org/economics 24 




