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Is the industry cycle about to end…and does it matter?

Source: IATA Economics using data from ICAO, IATA Statistics and our own forecast
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The economic cycle is critical for air travel

Source: IATA Economics using data from ICAO, IATA Statistics, IMF and our own forecasts
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But how important is the cycle (now) for airline financial performance?

Source: IATA Economics using data from ICAO, IATA Statistics, IMF and our own forecasts
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Source: Tina Fordham, Chief Political Strategist, Citi

What could go wrong – geopolitics?



Source: IATA Economics using data from the Netherlands CPB

Protectionism is one issue that has already gone wrong

10

12

14

16

18

20

22

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

%
 o

f 
G

D
P

Share of goods trade (exports+imports) in global GDP

Global financial 

crisis



Damage to cargo obscured by restocking cycle

Source: IATA Economics using data from IATA Statistics and Datastream
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Brexit is also symptomatic

Source: UK Treasury ‘The Long Term Impact of EU Membership and the Alternatives

The Treasury View: 3-4 years worth of GDP growth lost



What (else) could go wrong – debt?

Source: Datastream
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Asset prices near all time highs – bubbles about to burst?

Source: IATA Economics using data from Datastream, IMF
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Central banks only just starting to unwind QE/ their asset mountains

Source: Datastream
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What could go wrong – an inflation shock from the US?

Source: Datastream
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Rising costs are the biggest immediate challenge for airlines

Source: IATA Economics using data from The Airline Analyst, Platts, IATA forecasts
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Industry profitability squeezed but now stabilizing

Source: IATA Economics using data from The Airline Analyst and airline releases
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Investor returns falling but above cost of capital for a 4th year

Source: IATA Economics using data from McKinsey, The Airlines Analyst, IATA forecasts
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From value destruction to value creation…to a ‘normal’ industry

Source: IATA Economics using data from McKinsey, The Airlines Analyst, IATA forecasts
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Successfully sweating assets as well as improving margins

Source: IATA Economics using data from ICAO, McKinsey, The Airline Analyst, IATA forecasts
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Signs of improvement being structural rather than transitory

Source: IATA Economics using data from ICAO, IATA Statistics, IATA forecasts
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But not all regions are equally good performers

Source: IATA Economics using data from ICAO, The Airline Analyst, IATA forecasts
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Strong balance sheets are key to resisting the next downturn

Source: IATA Economics using data from The Airline Analyst

0

1

2

3

4

5

6

7

8

2010 2011 2012 2013 2014 2015 2016

D
eb

t 
ad

ju
st

ed
 f

o
r 

o
p

er
at

in
g 

le
as

es
/E

B
IT

D
A

R
Adjusted net debt/EBITDAR

Latin America

Asia Pacific

Industry average

Europe

North America

Middle East

Investment grade




