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Air Cargo Market Analysis

Alr cargo volumes reach pre-pandemic levels

e Air cargo volumes rose sharply for another month and reached levels last seen before the pandemic started.
Industry-wide cargo tonne-kilometres (CTKs) were higher by 1.1% vs. the pre-crisis levels (Jan 2019). In month-on-
month terms, volumes picked up by ~3% — a similar growth rate as in the previous month.

January 2021

e Drivers of air cargo demand related to manufacturing and economic activity remained generally supportive. However,
emerging markets reported weaker export demand amidst COVID-19 outbreaks.

e The recovery in air cargo capacity was adversely impacted by new capacity cuts on the passenger side of the
business. Industry-wide available cargo tonne-kilometres (ACTKs) fell by 5% month-on-month - the first monthly

decline since the recovery started in May.

Positive air cargo developments continue into 2021

Air cargo started the year on a positive note, with
industry-wide cargo tonne-kilometres (CTKSs) rising
above the pre-pandemic levels for the first time since
the crisis started (+1.1% vs. January 2019). In month-
on-month terms, cargo volumes continued to trend
sharply upwards (+3%), highlighting a clear V-shaped
recovery (blue line in Chart 1).

All regions saw improvement in air cargo demand this
month. North America and Africa were the strongest
performers, with CTKs up by a robust 11.7% and
21.1%, respectively compared with the pre-crisis
period (Jan 2019).

Chart 1: CTK levels, actual and seasonally adjusted
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Different timing of the Chinese New Year can distort
growth rates at the start of each year, and therefore
we will have to wait for February data to get a more
complete picture of the state of cargo demand. Also,
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note that comparing 2021 traffic data with 2020 levels
will result in abnormally high growth outcomes due to
very low cargo volumes a year ago. To provide an
accurate picture of air cargo developments, this note
will be focusing especially on comparisons with pre-
crisis levels and m-o-m growth rates.

Standard demand drivers remain mostly supportive

The operating backdrop remains supportive for air
cargo demand New COVID-19 outbreaks weighed on
the service sector and stopped recovery in air
passenger volumes. However, conditions in the
manufacturing sector — which is more relevant for air
cargo business — remained robust. Indeed, global
manufacturing PMI was at 53.5 in January, where
anything above 50 indicates expansion vs. the
previous month.

Chart 2: Monthly data from manufacturing PMIs
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New export orders component of the manufacturing
PMI - a leading indicator of air cargo demand in the

To aid understanding, the table includes both % comparisons with pre-crisis 2019 months and 2020 months.

World January 2021 (% ch vs the same month in 2019) January 2021 (% year-on-year)
share’ CTK ACTK CLF (%-pt)> CLF (level)® CTK ACTK CLF (%-pt)> CLF (level)®
TOTAL MARKET 7100.0% 1.1% -19.5% 12.0% 58.9% 6.1% -19.3% 14.1% 58.9%
International 85.6% 1.2% -19.7% 13.1% 63.2% 6.4% -18.9% 15.0% 63.2%

9% of industry CTKs in 2020 2Change in load factor vs. the same monthin 2019 *Load factor level
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past — continued to point to further CTK improvement.
That said, the performance of the metric was less
robust compared with Q42020 as COVID-19
outbreaks negatively impacted export business in
emerging markets (Chart 2). Should the weakness
continue or spread to other countries, it might weigh
on the near-term air cargo growth.

Overall, the Q4 GDP results show that the global
economic activity continues to recover from the crisis,
even though there are some differences across
markets due to new restrictions. Developments in
global goods trade are also positive; the latest CPB
Monitor indicates that December trade volumes
exceeded early-2020 levels (up 0.6% vs. November).

Looking forward, the economic backdrop should
continue to improve further, with the IMF forecasting
5.1% GDP growth in 2021 vs. 2020. The economic
rebound will boost consumer spending, including
online shopping, which has played an important role in
air cargo recovery in some key markets (e.g. the US).

Another supportive factor for air cargo developments
is that the level of inventories remains relatively low
compared to sales volumes (Chart 3). Historically, this
meant that businesses had to quickly refill their stocks,
for which they also used air cargo services.

Chart 3: Growth in inventory-to-sales ratio and CTKs
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Finally, air cargo will also continue to play a crucial role
inthe distribution of vaccines. The global infectionrate
remains elevated, which indicates that the health crisis
is still far from over. Air transport will provide the speed
necessary to get the vaccines to places where they
are needed the most. Once the virus is contained, the
demand for air cargo vaccine shipments might ease
but that will take some time.

Capacity falls amidst groundings of passenger jets

Despite the supportive factors mentioned above, the
lack of capacity remains a challenge to further CTK
growth. The virus resurgence over December and
January meant that many airlines reduced their
passenger flight frequency and grounded aircraft. This
Air Cargo Market Analysis — January 2021

resulted in a renewed pressure on belly cargo
capacity, which had been recovering only slowly from
the through in April.

Overall, the industry-wide available cargo tonne-
kilometres (ACTKs) fell by 5% month-on-month in
January - the first monthly decline since the recovery
from the crisis started in May (Chart 4). The month-on-
month capacity contractions were broad-based and
were the most significant in North America
(-6.8%mom) and Asia Pacific (-8.5%mom).

On international routes, the bellyhold cargo capacity
fell by 49% compared to January 2019 while freighter
capacity expanded by 29% over the same period.

Chart 4: Global air cargo capacity, seasonally adjusted
Global air cargo (ACTKs), seasonally adjusted
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CLF picks up in response to the new capacity fall

This month's decline in cargo capacity resulted in a
sharp uptick in industry-wide cargo load factor which
had been already elevated during most of 2020. The
global CLF reached 58.9%, a record high outcome for
any month of January in the history of our time series.
Amongst the regions, Asia Pacific posted the highest
CLF, at 66.5% (+16.1ppts vs. January 2019).

Chart 5: Cargo load factors by region
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Seasonally adjusted global cargo yields (US$/kg)
eased modestly from December but remained
elevated according to IATA CargolS database.



International cargo traffic improves across all regions

International air cargo volumes returned to pre-crisis
levels, expanding by 1.2% in January compared with
the same period in 2019 (Chart 6). All regions showed
cargo demand improvement, notably North America
(+5.9%mom) and Latin America (+6.9%mom).

Chart 6: Int'l CTK growth versus the same month in
2019 (airline region of registration basis)
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African airlines continued to lead the growth chart

As was the case in the previous month, African airlines
topped the international traffic growth chart. Their
international CTKs expanded by 22.4% compared with
January 2019, supported by a robust expansion on the
Asia-Africa trade lanes (Chart 7).

Chart 7: International CTKs by route (segment-based)
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North America expands robustly

North American airlines reported another month of
robust air cargo expansion. They flew almost 9% more
intl CTKs compared with the pre-crisis level (Jan
2019) and in m-0-m terms their cargo volumes picked
up sharply, by ~6% (Chart 8). The US economic activity
continues to recover, and its January manufacturing
PMI reached a new record-high, pointing to a
supportive business environment for air cargo.
Moreover, if the planned $1.9 trillion US government
stimulus is approved, it will boost already robust
consumer spending this year, including online sales.

Air Cargo Market Analysis — January 2021

This bodes well for the market's near-team air cargo
outlook.

The Middle East also performed well...

International CTKs flown by Middle Eastern airlines
hovered above the pre-crisis levels for the second
consecutive month (+6% vs. Jan 2019). Of the
region’'s key international routes, ME-Asia and ME-
Nth.Am have provided the most significant support
(up 15.1% & 13.9%, respectively vs. Jan 2019).

Chart 8: Seasonally adjusted international CTKs
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Europe set to exceed the pre-crisis level next month

Although Europe's international traffic remained in the
contraction territory, it showed a robust improvement
compared with December (+3.1% mom). Should the
current growth trend continue, the market will reach its
pre-crisis levels next month. For now, the prospects
are positive since Eurozone's new export orders PMI
points to a further CTK expansion (at 54.7).

Int'l capacity recovery in stalling in Asia Pacific

Asia Pacific carriers are also eyeing CTK recovery. In
January, they reported int'l CTKs 3.2% lower vs. the
pre-pandemic period, an improvement on 4.0%yoy
decline in December. The recovery in the market's
international capacity has been stagnating
(-27% vs. Jan 2019), which has likely contributed to
the delayed CTK rebound vs. the other regions.

Latin America continues to lag behind other regions...

Latin American int'l CTKs fell by 16% vs. the pre-crisis
period — a better outcome compared with December
(-19.0%yoy). The region's volumes have been volatile
since early Q4, therefore it remains unclear if the
uptick continues into February. For now, drivers of air
cargo demand in Latin America - including economic
activity and export orders — remain relatively less
supportive than in the other regions.
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To aid understanding, the table includes both % comparisons with pre-crisis 2019 months and 2020 months.

World January 2021 (% ch vs the same month in 2019) January 2021 (% year-on-year)
share’ CTK ACTK CLF (%-pt)> CLF (level)® CTK ACTK CLF(%-pt)> CLF (level)®
TOTAL MARKET 100.0% 1.1% -19.5% 12.0% 58.9% 6.1% -19.3% 14.1% 58.9%
Africa 21% 21.1% -10.9% 12.7% 48.0% 15.3% -16.7% 13.3% 48.0%
Asia Pacific 32.8% -6.8% -29.4% 16.1% 66.5% 0.6% -28.3% 19.1% 66.5%
Europe 22.2% -0.4% -19.9% 12.2% 62.7% 4.7% -17.6% 13.4% 62.7%
Latin America 24% -14.2% -30.7% 7.5% 39.0% -15.0% -28.0% 6.0% 39.0%
Middle East 13.1% 6.0% -17.3% 12.5% 56.9% 7.4% -19.4% 14.2% 56.9%
North America 27.4% 11.7% -6.8% 8.8% 53.2% 15.8% -8.6% 11.2% 53.2%
International 85.6% 1.2% -19.7% 13.1% 63.2% 6.4% -18.9% 15.0% 63.2%
Africa 21% 22.4% -9.1% 12.6% 49.0% 16.4% -15.8% 13.5% 49.0%
Asia Pacific 29.5% -3.2% -27.0% 18.2% 74.0% 3.6% -25.9% 21.1% 74.0%
Europe 21.8% -0.6% -19.5% 12.3% 64.3% 4.6% -17.0% 13.3% 64.3%
Latin America 21% -16.1% -37.0% 13.0% 52.2% -15.2% -34.5% 11.9% 52.2%
Middle East 13.1% 6.0% -17.3% 12.6% 57.2% 7.5% -19.4% 14.3% 57.2%
North America 17.0% 8.5% -8.5% 8.8% 56.0% 15.3% -7.1% 10.9% 56.0%
9% of industry CTKs in 2020 2Change in load factor vs. the same monthin 2019 ®Load factor level

Note: the total industry and regional growth rates are based on a constant sample of airlines combining reported data and estimates for missing observations. Airline traffic is allocated
according to the region in which the carrier is registered; it should not be considered as regional traffic. Historical statistics are subject to revision.

Get the data IATA Economics Mobile App IATA Economics Consulting
Access data related to this briefing through 100% free access to our analysis & briefing To find out more about our tailored economics
IATA’s Monthly Statistics publication: for iOS & Android devices. For more details consulting solutions, visit:
www.iata.org/monthly-traffic-statistics or to download, see here www.iata.org/consulting

Please note that as of January 2020 onwards, we have clarified the terminology of the Industry and Regional series
from ‘Freight’ to ‘Cargo’, the corresponding metrics being FTK (change to ‘CTK’), AFTK (change to ‘ACTK’), and FLF
(change to ‘CLF’), in order to reflect that the series have been consisting of Cargo (Freight plus Mail) rather than
Freight only. The data series themselves have not been changed.

Terms and Conditions for the use of this IATA Economics Report and its contents can be found here: www.iata.org/economics-terms
By using this IATA Economics Report and its contents in any manner, you agree that the IATA Economics Report Terms and Conditions
apply to you and agree to abide by them. If you do not accept these Terms and Conditions, do not use this report.
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