AIRLINE BUSINESS CONFIDENCE INDEX
JANUARY 2014 SURVEY
KEY POINTS

A

Airline profit expectations remain strong and in line with levels seen since April 2013, according to IATA’s
quarterly survey of airline CFOs and heads of cargo in January;

There is confidence that air transport volumes will continue to grow over the next 12 months and that input costs
and yields will remain stable;

A majority (72%) of respondents expect passenger travel to expand over the year ahead, but at a slightly slower
pace than in the October survey;

Growth in cargo volumes is expected to pick-up over the next 12 months, at rates not seen since mid-2010,
which reflects recent improvements in world trade growth and increases in business confidence;

Input costs are reported to have declined during Q4, mostly as a result of cost cutting measures, and
respondents expect costs to remain broadly stable over the next 12 months;

Passenger yields are expected to remain stable over the year ahead, moderating on the October survey in line
with the slightly weaker outlook for traffic growth;

Cargo yields are also expected to remain unchanged this year, despite expectations of stronger volume growth;

Airline employment activity is reported to have increased during Q4, consistent with the improvement in financial
performance that respondents indicated. The trend is expected to continue in the year ahead.

PROFITABILITY OUTLOOK

How has profitability changed? How do you expect it to change over the next twelve months?

a) January 2014 survey

b) Compared to previous surveys
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7 The results of the January survey show that a majority of respondents expect to see improvements in profitability

over the next 12 months. The positive outlook has been broadly stable since the April 2013 survey, and in
January 2014 over 70% of respondents were expecting profits to improve over the coming 12 months.

With respect to recent past performance, respondents reported seeing better profitability in Q4 compared to the
year ago period. More than 55% of respondents indicated an improvement, but the proportion of respondents
experiencing a fall in Q4 profits rose to 25%, compared to 20% in the October survey when asked about Q3
results. Nonetheless, performance for 2013 overall was an improvement on 2012, with airlines in some regions
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seeing the benefits of consolidation and efficiency gains. These improvements appear to be supporting the
optimistic outlook for airline financial performance for the year ahead.

DEMAND GROWTH

7 Passenger traffic increased during Q4 2013, according to survey responses ‘
about the past three months. The rate of improvement in January slowed AIRLINE
compared to the October survey - the proportion of respondents reporting INDUSTRY
increased growth in air travel fell from 77% in October to 65% in January. FORECAST

7 These developments are broadly consistent with air travel data, which shows 2013 - 2017 )(
continued strength in passenger demand, but at a slightly slower pace over
recent months.

Predict demand patterns
7 Looking forward, demand drivers remain broadly positive and suggest growth in & minimize investment risk

passenger volumes in the months ahead will be at least at the current rate. The
proportion of survey respondents expecting a rise in traffic volumes is a
significant 72%, a strong result but slightly down on October (83%).

www.iata.org/forecast

72 The survey results for cargo were positive and reflect important developments in the demand environment.
Respondents reported seeing growth in air freight volumes over recent months, which is consistent with freight
data. The outlook for cargo volumes continues to improve, with more than 66% of respondents expecting an
increase in demand over the next 12 months. This is the biggest expected rate of increase since mid-2010, a
very strong year for cargo.

Recent and expected change in traffic volumes
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INPUT COSTS

7 Survey respondents indicated a decline in input costs during Q4. Although jet fuel prices remained high during
the last 3 months of 2013, they did ease slightly compared to the previous quarter. But probably more notable
than developments in jet fuel prices, survey respondents pointed to cost cutting initiatives as reasons for the fall
in input costs in Q4. The outlook with respect to input costs over the next 12 months is broadly stable.

How have your unit input costs changed? How do you expect them to change over the next twelve months?

a) January 2014 survey b) Compared to previous surveys
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YIELD ENVIRONMENT

7 The January survey results suggest that passenger yields were unchanged in Q4 2013 compared to the year
ago period, after showing some increase in Q3 (as indicated by the October survey). The outlook has also
moderated compared to the last survey, with yields expected to remain unchanged in the year ahead.

7 Consistent with excess capacity and weak load factors, cargo yields were reported to have declined in Q4. The
proportion of respondents seeing a decline in cargo yields reduced in January (34%) compared to October
(42%), but 47% of respondents said they saw no change in yields, such that on balance yields were reported to
have remained in decline. Importantly, however, the outlook for cargo yields shows potential for slight
improvement, and at the least no further decline is expected during the next 12 months.

Recent and expected change in yields
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Compared to previous surveys
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7 Recent past and future expectations for employment in the airline industry were positive according to the
January survey results, sustaining the improvement on 2012 when CFOs and cargo heads were indicating
declines in employment. The increase in airline employment activity during the past three months is consistent
with the improvement in financial performance that airlines are experiencing. The trend is expected to continue
in the year ahead.

How has your employment level changed? How do you expect it to change over the next twelve months?

a) January 2014 survey b) Compared to previous surveys
80% -
- 100 1 —Last Three Months
@ Last Three Months o |
70% - < 90 —Next Twelve Months
B Next Twelve Months S 801
60% -
o
a Z 70
o2
c  50% - 47.7% m
g 43.2% Q 601
g L
40% - o i
g " 34.1% 34.1% s %0
[%] O
& 30% @ 40
- 22.7% 2 20 1
O oou | 18.2% =
© =
S ‘s 20 -
= 5558838333323 330000933983233%
10% 8888888388880 c000000000000090
gy I s I s ya s asy
o 238583852385238583858%2385%8383%
o
Decrease No-change Increase

IATA Economics
23" January 2014
E-Mail: economics@iata.org

www.iata.org/economics 4



http://www.iata.org/economics
file:///C:/Users/PerovicJ/AppData/Local/Microsoft/Windows/Documents%20and%20Settings/NavaresA/Local%20Settings/smythm/My%20Documents/YVR%20trip/June%2006/economics@iata.org

