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Session overview 

Where were we and where are 

we now? (Global and regional) 

 

i. Passenger traffic 

ii. Air cargo 

iii. Aircraft movements 

 

Where are we going?  

(Global and regional) 

 

iv. A glimpse into the future of 

pax traffic 
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√ 

Pax:  

resilience 

animal spirits 

good short run economics… 

….uncertainty 
 

 

Air cargo: 

mode shifts  

cyclical recovery 

e-commerce boom 

trade wars 

 

 

Movements: 

efficiency 

consolidation 

hubbing and de-hubbing 

 

 

Growth prospects: 

Intl traffic 

Emerging markets 

Demography 
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Pax: Where are we now? 

Burgeoning 

Pacific:  

Strong growth in 

international traffic 

Animal spirits: 

LCC Market 

continued rise; 

Russian and 

Turkish recovery 

Heterogeneous 

growth: 

Northern recovery; 

Nigerian collapse; 

Ethiopia double digit 

growth 

Heterogeneous growth: 

 Mexico red hot; 

Colombia weak; 

Brazil recovery; 

 

Moderating growth: 

Weakest growth in years; 

Qatar crisis; Travel bans  

 

Indian and Chinese 

market – fastest growing 

markets in the world and 

major contributors 

√ 

Animal spirits: 

Strong domestic 

demand 

Source: ACI World, 2018 



November-18 

 

5 

 Dow Jones Industrial Average (DJIA) 
• Leading indicator of economy – High volatility is a signal of risk 

and increased uncertainty 

Global uncertainty –  

Geopolitical tensions and 

trade wars 
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Source: OECD 

The CCI is based on households' plans for major purchases 

and their economic situation, both currently and their 

expectations for the immediate future. Opinions compared to 

a “normal” state are collected and the difference between 

positive and negative answers provides a qualitative index 

on economic conditions. 

Consumer confidence index (CCI) 

Meanwhile…. 
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US example: 

Meanwhile….4% WOW! 

 Solid GDP growth 

for advanced 

economy 

 Unemployment rate 

hits record lows over 

the last decade 
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Source: OECD 

The BCI is based on enterprises' assessment of production, 

orders and stocks, as well as its current position and 

expectations for the immediate future. Opinions compared to 

a “normal” state are collected and the difference between 

positive and negative answers provides a qualitative index 

on economic conditions. 

Business confidence index (BCI) 

Meanwhile…. 
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Market demand (conventional wisdom from +10 years ago) 

𝐀𝐢𝐫 𝐭𝐫𝐚𝐧𝐬𝐩𝐨𝐫𝐭 𝐝𝐞𝐦𝐚𝐧𝐝            𝐈𝐧𝐜𝐨𝐦𝐞                 &                𝐏𝐫𝐢𝐜𝐞𝐬 (𝐜𝐨𝐬𝐭 𝐨𝐟 𝐭𝐫𝐚𝐯𝐞𝐥)          

   (𝐏𝐨𝐬𝐢𝐭𝐢𝐯𝐞) (𝐍𝐞𝐠𝐚𝐭𝐢𝐯𝐞) 

   1%     GDP will     pax traffic  
by ~2.3-2.5% 

  1%     fares will     pax traffic 
by ~0.35-0.5% 

   ~𝟖𝟓%    ~𝟏𝟓% 
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Besides strong macroeconomic 

fundamentals…… 

 

What are some “Price” related factors 

that have stimulated demand? 
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Jet fuel and crude oil price 

Over 2 years of 

low prices: 
Helps put 

downward 

pressure on fares 

in a competitive 

environment  
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Downward slope to fares 

Source: BTS, Statistics Canada, adapted from ACI-North America 

Average US domestic airfare  

round-trip and one-way  

(unadjusted for inflation, current US$) 

Average Canadian domestic airfare  

one-way  

(unadjusted for inflation, current C$) 

Case study – North America 
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“No frills” low cost carrier 

business model stimulates 

demand through competitive 

fare offerings 
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Source: adapted from CNBC FactSet 

Darker blue higher positive interest rates; red countries are negative 

Cheap credit…. 

Light blue:  

low interest rates 
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Passenger traffic growth by region – year to date 

August 2018 versus 2017 

Slight moderating of 

growth in 2018….. 

Qatar diplomatic 

crisis…. 
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Busiest city markets (2017) 

6 airports close to or 

within close range of 

urban agglomeration  

World’s busiest 

airport 

Source: ACI World, 2018 
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What markets have contributed the 

most to global passenger traffic 

growth over the last decade? 
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Contribution to global passenger traffic 

growth by country share (2007–2017 %)  

Source: ACI World, 2018 
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Contribution to global passenger traffic by regional share  

(2007-2017) 

Global compounded annual growth 

(CAGR – 2007 TO 2017): 

4.3% 

Source: ACI World, 2018 
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Top 10 fastest-growing airports with over 

15 million passengers by 

CAGR (2007-2017) 

21 of the 30 fastest-growing airports are located in the Asia-Pacific region  

Istanbul’s Sabiha Gökçen International Airport (SAW), the sister airport to Istanbul Atatürk Airport (IST)  

Source: ACI World, 2018 
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Contribution to global passenger 

traffic by major country share 

(2007 – 2017) 

Global compounded annual growth 

(CAGR – 2007 TO 2017): 

4.3% 
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Contribution to global passenger 

traffic by major airport share  

(2007-2017) 3 west coast airports  

contribute almost  

25% of the region’s growth  

Global compounded annual growth 

(CAGR – 2007 TO 2017): 

1.4% 

Source: ACI World, 2018 
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Summary 

 From an international perspective, good but uncertain “economic” times 

for aviation 

 Protectionist policies 

 Fast microeconomic changes to air transport 

 

 Over 10 year period - Contribution to growth largely comes from Asia-

Pacific region ~47% 

 (~19% is attributed to China) 

 

 In North America, west coast airports are among the largest 

contributors to the region’s growth 
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√ 

Pax:  

resilience 

animal spirits 

good short run economics… 

….uncertainty 

 

 

Air cargo: 

mode shifts  

cyclical recovery 

e-commerce boom 

trade wars 
 

 

Movements: 

efficiency 

consolidation 

hubbing and de-hubbing 

 

 

Growth prospects: 

Intl traffic 

Emerging markets 

Demography 
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Concentration of air cargo traffic by city 

market - top 20 (2017) 

Source: ACI World, 2018 

Air cargo market highly 

concentrated – almost 50% 

volumes handled by top 20 

city markets 

118 M tonnes of air cargo 

handled by airports  

+7.7% 
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Air cargo (metric tonnes) growth by region 

2018 versus 2017 

 

7.7% 
8.6% 

9.1% 

5.3% 
5.9% 

6.9% 
7.7% 

10.0% 

3.9% 
3.1% 

9.3% 

0.0% 

6.0% 

4.4% 

Africa Asia-Pacific Europe Latin America
and Caribbean

Middle East North America World

2017 YTD August 2018

Qatar diplomatic 

crisis…. 

Moderating of growth in 2018 but still 

high historically….. 

Source: ACI World, 2018 



November-18 

 

29 

Cyclical recovery in global trade and industrial production…. 
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Maritime shipping: 

A brief history 

 

Baltic dry index 

• Competing mode of delivery 

 

• Excess capacity of 

containerships in the past 

 

• Huge bankruptcies and 

consolidations occurring 
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2017: Substitution effect away from ocean to air 

• Two forces market forces at play: 

  

 

 

Capacity - containerships  
(supply side) 

micro 

macro 
Global trade & industrial production  
(aggregate demand) 

Ocean freight: 

Less service at 

a higher price 

Demand for air 

cargo services 

(reliability factor) 
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iPhone example: 

• Shipped by air because of huge demand despite higher cost 

 

• Opportunity cost of capital: cash is tied up on a containership for 30 days 
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Evolution of air cargo traffic – major exporting 

countries (2000–2017) 

Very sensitive to economic conditions: 

According to Seabury Cargo Advisory, a 

consultancy, 20% of global air cargo volume is 

shipped between the U.S. and China. Tariffs/trade 

war affect: 

 

• machinery, manufacturing parts, high-tech 

goods and medical equipment. Perishables 

such as fruit and seafood are also under the 

tariff umbrella 
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Loaded and unloaded international 

freight for selected airports (2017) 

Major exporters of air cargo 

(m
e

tr
ic

 t
o

n
n

e
s
) 



November-18 

 

36 

Express delivery and the growth of e-commerce (B2C)…… 

 Major express carriers, including UPS, DHL, and FedEx with increased competition of new 

entrants Alibaba, SF Express in China and Amazon in US 

Fastest-growing airports handling >250,000 metric tonnes of air cargo (2017) 

• Vertical integration – Amazon setting up hub at 

Cincinnati/Northern Kentucky Airport 

 

• Instead of being a client of UPS and FedEx, it will 

be their competitor 
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 Alibaba’s Cainiao invested 

15.6 Billion USD in smart 

logistics and selected 5 airports 

to be their global hubs:   

 

 Hangzhou, Dubai, Kuala Lumpur, 

Liege and Moscow 

eCommerce and airports: 

Vertical integration continued…… 
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Summary: Air cargo market in one slide 

 Huge jump in air cargo demand 

in 2017 across almost all 

commodity categories and trade 

lanes; 

 Growth in trade, industrial 

production on the back of 

sound economic 

fundamentals 

 

 Demand growth continued into 

2018 but at a slower pace 

 

 eCommerce and mail parcels 

experience a huge surge… 

 

 Increase in express shipments 

but at a lower weight per 

shipment 

 

 Short term substitution effect away 

from ocean freight (industry bankruptcies) 

to air freight (reliability factor) 

 

 Widebody belly capacity expansion: 

 Significant increase as compared to 

freighter capacity 

 International - Dubai (DXB) largest 

gains in capacity via Emirates 

 Domestic – Chinese airports (CAN 

and CTU) largest gains in capacity 

via China Southern and Air China 

limited 

 

 Middle East and Asia are top contributors 

for both belly and freighter capacity 
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√ 

Pax:  

resilience 

animal spirits 

good short run economics… 

….uncertainty 

 

 

Air cargo: 

mode shifts  

cyclical recovery 

e-commerce boom 

trade wars 

 

 

Movements: 

efficiency 

consolidation 

hubbing and de-hubbing 
 

 

Growth prospects: 

Intl traffic 

Emerging markets 

Demography 
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Growth in movements, passengers 

and air cargo traffic 
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Evolution of monthly movements traffic in North America (2006–2017) 

 

Consolidation √ 

Market 

correction 

brought on by 

Great 

Recession 
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Contribution to global aircraft movement growth 

by major country share (2007-2017) 

Market 

correction 

Growth of 

aviation 

Negative 

contributor 

Positive 

contributor 

Efficiency and 

consolidation √ 
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Number of airports with >40 mppa - world  

(2007–2017) 

Busiest become busier 

2017 new airports: 

 

Manila (MNL) 

Moscow (SVO) 

Tokyo (NRT) 

Xi’An (XIY) 
 

46 
50 

37 

Source: ACI World Airport Traffic Database, 2018 
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Consequences of hubbing and consolidations (the dark side) 

 Airline consolidation (oligopolistic in certain markets / market power) 

 

 Bigger get bigger but some smaller airports lose out (reduced air service) 

Proportion of airports that experienced a loss in passenger 

traffic volume by size category (2007–2017)  
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Proportion of airports that that experienced a loss in passenger traffic 

volume by region for airports with less than 5 mppa (2007–2017) 
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These two categories of 

airports contributed 43% of 

the entire global traffic 

increase from 2016 to 2017 

Growth in passenger traffic and share 

of contribution to growth 

by airport size (2017/2016) 
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Smaller mid-sized airports have their day in the sun… 

Rank City 
IATA 

Code 
 August 2018 YTD - 

Passengers  
YTD % Change - 

Passengers 

1 San Jose CA SJC 9,455,104  16.91 

2 Cincinnati OH CVG 5,982,557  15.83 

3 Austin TX AUS 10,511,663  15.51 

4 Jacksonville FL JAX 4,244,489  13.6 

5 Nashville TN BNA 10,383,744  11.96 

6 Sacramento CA SMF 7,870,867  11.4 

7 Raleigh-Durham NC RDU 8,486,228  10.69 

8 New Orleans LA MSY 8,757,201  10.65 

9 San Antonio TX SAT 6,598,427  10.39 

10 Pittsburgh PA PIT  6,421,062  8.81 

ULCCs - Frontier, Spirit 

aggressive capacity 

expansions 

Legacy  - United 

expanding domestically to 

smaller airports 

LCC  - Southwest expands 

internationally 

Case study - USA 

Source: ACI World, 2018 
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Middle of the pack carriers achieve highest growth 

US' top 12 domestic airlines - 

Change in seat capacity S17 v S16  

(Departing seats in S17) 

US' top 12 international airlines –  

Change in seat capacity S17 v S16  

(Departing seats in S17) 

Source: Adapted from anna.aero, OAG Schedules analyzer 
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Summary:  

Movements and dynamics of airport size 

 Continued rise in pax but less gains in movements 

 

 Consolidation, larger aircraft and increased load factors 

 

 Bigger get bigger but….. 

 

 Smallest airports suffer the greatest loss 

 

 Shifting airline strategies hubbing to some de-hubbing 

 Mid-sized airports have their day in the sun 

 



November-18 

 

52 

√ 

Pax:  

resilience 

animal spirits 

good short run economics… 

….uncertainty 

 

 

Air cargo: 

mode shifts  

cyclical recovery 

e-commerce boom 

trade wars 

 

 
Movements: 

efficiency 

consolidation 

hubbing and de-hubbing 

 

 

Growth prospects: 

Intl traffic 

Emerging markets 

Demography 



2006 2017 2040

International Domestic

2017 2022 2040

Emerging Advanced

A glimpse into the future…where 
are we going? 

A doubling of pax traffic 

within 17 years 

0.71 
0.68 

1 

0.9 1 

1.5 

International to 

domestic pax ratio: 

Emerging market 

to advanced 

economy pax ratio: 

Parity 

Parity 

Source: World Airport Traffic Forecasts, ACI World, 2018 

5.5 

8.3 

13.1 

16.9 

2007 2017 2027 20322034 
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“Demographic dividend”:  
• Child dependency ratio falls 

• Working-age population rises 

MINT: 

Mexico, Indonesia, 

Nigeria, Turkey 

Ageing 

populations 

…Sad but true 

Rising per 

capita income 

Source: World Bank 
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Aviation’s center of gravity 

moves eastward 

12.2% 
+1.5 B 

8.8% 
+1.1 B 

17.4% 
+2.2 B 

8.0% 
+1.0 B 

2.0% 
+256 M 

51.5% 
+6.5 B 

World 2017–2040 passengers 

+12.7 billion 

NAM 

LAC 

EUR 

AFR 

MEA 
ASP 

Predicted regional contribution to 

passenger traffic growth 

2017–2040 6/10 
in ASP 



Forecasted evolution of global 
passenger market shares % 
2017 (inner circle) vs 2040 (outer circle) 

 

India 

China 

Indonesia 

Vietnam 

40% of world’s population 

presently resides in these 

countries 
2.4 

36.3 

26.8 

7.4 

4.7 

22.4 

2.2 

45.5 

21.1 

8.3 

6.7 

16.2 

Africa 

Asia-
Pacific Europe 

North 
America 

Latin 
America- 
Caribbean 

 

Middle East 

 



November-18 

 

57 

What about North American 

passenger traffic? 



Forecasted international and domestic 

passenger traffic in North American airports 

12% 

16% 

20% 

25% 

3.25 billion by 2040 



3.5% 

2.6% 

4.4% 

3.0% 

2017-2022 (medium term) 2017-2040 (long term)

Medium-term and long-term 

forecasts for US and Canadian 

passenger traffic (CAGRs) 

4.1% Global CAGR  5.2% Global CAGR  
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Summary: 

 Key drivers of global pax demand 

 High population countries are 

experiencing higher living standards 

(greater disposable income) 

 

 Working age population has peaked in 

many populous emerging markets in 

tandem with a fall in child dependency 

 

 Cost of travel is decreasing (e.g. 

historically low jet fuel prices, LCC 

business model, efficient aircraft 

economics, etc.) 

 

 Liberalization of air transport among 

States to reduce barriers and increase 

competition 

 Aviation is shifting eastward; 

 

 Passenger traffic x2 in less than 17 years;  

 

 Majority of traffic from emerging economies by 2022; 

 

 Asia-Pacific is a major contributor to forecasted 

global growth 
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Capacity of Asian Hubs 

In 2013 only 55% of departures were on 

time in Asia 
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How will supply (fleet, 

pilots, infrastructure) keep 

up with demand? 

Choose your own adventure story:  
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Investment and 
financial 

sustainability 

Economic 
oversight 

and 
regulation 

Economics 
of airports 

Thank you 


