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Global Aviation Industry

Aviation ic o dynomi¢ inductry thot ¢ontinuoucly adoptc to
variouc market forées. Forecacting long-term demond for
airplonec requirec acoumptionc ond predictionc obout the
mocro trendoond drivercsthot will chape the dirline inductry
for into the future. A multitude of fuctorcore ot play, ond they
often vary

oirplone demond forecactc
¢ Theunderlying demond for oir trovel.

* The regulatory, infractrué¢ture, and technology
environment.

* The orotegiec ond productc ocirlinec offer in the

from morket to market. However, we ¢on broadly ¢ategorize marketploce.
three key dimenaionc of the macro environment thot drive
GLOBAL FORECART
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VALUE
Strong Growth In The Demand For Air Travel

Worldwide air travel hoo grown ot o hictori¢olly brick poce.
Yeor-over-yeor poccenger travel growth for the pact five
yeorc hoo averoged 6.2 peréent. Low air foreghigher living

atondordc with o growing middle ¢loos in lorge emerging
morkets, ond the growth of touriom ond travel relotive to
total conoumer opending inmaojor economiecore oll driving
atrength in the demond for air travel.
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World air traffic growth has outpaced GDP growth

World Traffic grew 1.9x GDP from 1970-2015, and is forecast to grow 1.7x through 203%

World GDP Growth and Alr Transport World Traffic (RPKs)
Indexed: 1970 = 100
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Consumption and industrial production
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Rising fuel and labor costs will contribute to a decrease in profitability in 2017
Global Airline Profitability
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Global Airline EBIT Margin by Region

14% 13%
12%
10%

8%

6% 5% 5%
4% 3%

m 2008 |
m 2012
| w2017F |

5%

1% % 1%

6% -5%
North Asia
America Pacific

Sources: IATA, ICF Analysis

www.pbr.co.in

Europe Latin Middle Africa
America East

213



Volume 10 Issue 8, February 2018

214

Changesince 1990

Global Passenger Traffic

Global Passenger Traffic /| Capacity Growth
Year-Over-Year Percent Change
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LCC share of total seats by region
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Fragmentation - not size - driving large hubs
Top 20 long-haul airports
22000 2018

Capacity Frequency Cities sarved Seals per flight
Traffic And Market Outlook

18 million passengers in 1946 - an infant industry...3.7 billion today - essential to modem life
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Outlook For 4.7 Percent Average Annual Passenger Traffic Growth Over The Next 20 Years
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Air travel growth has been met by increased frequencies and nonstops
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Africa Is underserved compared to other regions of the world
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Expansion of traffic in both domestic and intemational markets
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Air travel growth has been met by increased frequencies and nonstops
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Low-costlong-haul increasing share of frequencies on Europe-North America flow
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Single aisle expanding share of passenger jets
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Worldwide airline Industry 2015

Spend on air transport®, Shillion 752
% change over year -6.0%

% global GDP 1.0%
Return fare, $/pax. (20165) 417
Cnmpiima t01996 -58%
Freight rate, 5/kg (20165) 1.85
~ Compared to 1996 -63%
Passenger departures, million 3;5[51
% cha nge over year ?._lﬁ
RPKs, billion 6671
% Ehange over year 7.3%
Freight tonnes, million 52.2
% change over year 1.5%
World GDP growth, % 2.7%
World trade growth, % 2.7%

Note: RPK = Revenue Passenger Km, FTK = Freight Tonne Km, y-o-y = year on
year change. GVA = Gross Valued Added (firm-level GDP). *Airine revenue +
indirect taxes. Sources: IATA, ICAD, OE, Neth CPB, PaxIS, Cargols.

Worldwide airine Industry 2015 2016
Unique city pairs 17711 18691
Compared to 1996 79% 89% |
Transport cost, USS/RTK (2016S) 90.5 81.1
~ Comparedto 1996 -51% -56%
Value of trade carried, Shillion 5,616 5,459 ;
| % cha nge over year -12.7% 2.8%
ﬁiue_ of tourism spend,_s_billinn 665 651
!G-:hange over year -1.0% 2.1% |
Supply chain jobs, million 65.0 67.7
% change over year 3.7% 4.1%
Supply chain GVA, S trillion 28 3.0
% change over year 6.2% 5.9%

Mote: RTK = Revenue Tonne Kilometers, GVA = Gross Value Added. The total
number of ‘routes’ or airport pairs s much higher because of multiple airports
in some cities and connections are counted both ways. City-pairs: jets + turbo-
props larger than 20 seats, at least 1 flight a week; from 5RS Analyzer database.




Worldwide airline Industry

2015 2016

Tax revenues, Shillion 113 117
% change over year -1.0% 3.2%
% GVA 46% 45%
# of ticket taxes 230 234

% of countries requiring full visas

61 58

Note: GVA = Gross Value Added (firm-level GDP).

Source: 1ATA, Oxford Economics,

-Wnﬂ dwide airline Industry

2015 2016

ROIC, % invested capital 9.9% 9.9%
ROIC-WACC, % invested capital 3.0% 3.3%
Investor value, $ billion 16.0 17.2
EBIT margin, % revenue B.5% B.8%
Net post-tax profits, Sbillion 359 3458
% revenues S_E‘EE —4_‘591

~ Sper passenger 10.08 9.13
Free cash ﬂuw, % invested capital 2.4% 1.1%
Adjusted net debt/EBITDAR 38 3.7

Note: ROIC = Return on Invested Capital, WACC = Weighted Average Cost of
Capital, EBIT = Earnings Before Interest and Tax. Debt adjusted for operating
leases. Current year or forward-looking industry financial assessments should
not be taken as reflecting the performance of individual airlines, which can

differ significantly. Source: IATA, McKinsey, ICAD.

Worldwide airline Industry 2015 2016
Aircraft fleet 26,608 27,585
% change over year 3.1% 3.7%
Available seats, million 3.7 39
% ch change over year 5.0% 6.2% |
Average aircraft size, seats 140 143
% change over year 1.9%  2.4%
Scheduled ﬂlghts, million 340 358
" % change over year 3.0%  5.2%
ASKs, % change over year 6.7%  7.5%
Passenger load factor, % ASK 80.3%  80.3%
Freight load factor, % AFTK 47.7%  46.9%
Weight load factor, % ATK 66.9%  66.9%
Breakeven load factor, % ATK 61.2%  61.0%

Note: ASK = Available Seat Kilometers, AFTK = Available Freight Tonne Kilometers
ATK = Available Tonne Kilometers. Sources: Ascend, ICAD, IATA.
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Worldwide airline Industry 2015 2016 2017
Fuel spend, Sbillion 175 133 129
% change over year 22.1%  -24.1% -2.6%
% operating costs 26.5% 20.6% 18.8%
Fuel use, billion litres 307 323 339
% change over year 5.3% 5.3% 4.9%
Fuel efficiency, litre fuel /100atk 23.8 235 233
% change over year -0.7% -1.1% -1.1%
C0O;, million tonnes 773 814 853
% change over year 5.3% 5.3% 4.9%
Fuel price, S/barrel 66.7 52.1 64.0
% change over year 41.9% -21.9% 22.8%
% spread over oil price 23.7% 16.8% 13.5%
Upstream oil profits, Shillion 15 12 14

MNote: ATK = Available Tonne KElometers. Sources: Ascend, ICAD, IATA,

Region Wise Performance profit of $16.32 per paccenger, whi¢h ic o morked
improvement from juct 4 yearceorlier. Net morging, fore¢oot

The otrongeat finoncial performoncée ic being delivered ot 7.2%, are Sown from the previous? years, though not by

by airlines in North Ameri¢a. Net poct-tox profitc will

be thehigheat ot $15.4 billion thicyeor. Thot reprecentoanet much.
Worldwide airline Industry 2015 2016 2017
Africa
Net post-tax profit, Sbillion -1.0 -0.1 -01
Per passenger, S -12.55 -1.45 -1.50
% revenue -7.1% 0.9% 0.9%
RPK growth, % 0.0% 9.4% 75%
ASK growth, % 0.2% 8.2% 7.9%
Load factor, % ATK 55.4% 56.2% 559%
Breakeven load factor, % ATK 57.7% 55.1% 52.9%
Asia-Pacific
Net post-tax profit, Sbillion 7.3 8.1 7.4
Per passenger, 5 6.03 6.03 496
% revenue 3.7% 4.0% 34%
RPK growth, % 10.1% 10.9% 104%
ASK growth, % 8.4% 9.9% 8.8%
Load factor, % ATK 68.6% 68.8% 70.0%
Breakeven load factor, % ATK 62.4% 61.3% 63.0%
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Middle East -
Net post-tax profit, Sbillion 21 11
Per passenger, S li:ﬂﬁ _SM.ii
% revenue 3.4% 1.8%
RPK gaw‘lh. % 10.4% 11.3%
ASK growth, % 129%  13.1%
Load factor, % ATK 60.1% 59.1%
Breakeven load factor, % ATK 57.9% 57.9%
Latin America
Net post-tax profit, Sbillion -16 0.6
Per passenger, $ -6.03 2.15
% revenue -5.1% 1.9%
RPK growth, % 7.6%  4.5%
* ASK growth, % 6.9%  3.4%
Load factor, % ATK 62.1% 62.3%
Breakeven load factor, % ATK 61.2%  59.7%
North America -
Net post-tax profit, Sbillion 21.7 165
Per passenger, $ 2457 1815
% revenue 9.9% 7.9%
RPK growth, % 53%  4.2%
ASK growth, % 5.0% 4.6%
Load factor, % ATK 64.3%  64.0%
 Breakeven load factor, % ATK 54.7%  55.5%
Europe
Net post-tax profit, $ billion 74 8.6
Per passenger, $ 7.91 8.67
% revenue 3.8% 4.6%
RPK growth, % 6.0% 5.4%
* ASK growth, % 48%  57%
Load factor, % ATK 67.4% 67.7%
Breakeven load factor, % ATK 63.8% 63.6%

Source IATA Economics




