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Traffic: Like Nothing We've Ever Seen Before
-65.9% RPKs in 2020 (-56.5% ASKs; -10.6 FTKs)

2019 Totals: RPKs 4.2%, ASKs 3.4%, FTKs -3.3%
2018 Totals: RPKs 6.5%, FTKs 5.4%; 2017: RPKs 7.6%, FTKs 9%

RPKs ASKs FTKsSource: IATA



More Unprecedented Numbers
T Traffic decline, parked fleet like no previous shock.

T Per Paul Krugman, reflect a world economy recovering from Y we]\a[Yddq-af\m[]\ [geY-x

T Backlogs holding up (MAX a concern), but meaningless in a downturn.

T Many early retirements coming, particularly twin aisles.

T Primarily twin aisles; A380 bloodbath.

T Aftermarket catastrophe u ASK decline, plus de-stocking, deferred

maintenance, early retirements, USM, engine swapping, etc.
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World Jet Fleet: Stuck At ~30% Unemployed

Parked Percentage Of Total Fleet



Traffic Peak Recovery By Late 2022. Why?

TBetter-than-expected vaccine efficacy.
TBetter-than-expected economic outlook.
TThe China domestic comeback.
TBusiness travel resurgence.
TVacation travel resurgence, fueled by record savings rates.

https://www.nytimes.com/2021/01/01/upshot/why-markets-
boomed-2020.html
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Here It Is, The Chart I Was Dreading

'68-'77
-11 CAGR; 65%
peak-to-trough

'80-'84 -13.9% CAGR;
-45% peak-to-trough

'91-'95
-12.5% CAGR; 41%
peak-to-trough

'01-'03
-10.7% CAGR; 28.8%
peak-to-trough
Or
'99-'03
-11 CAGR; 65% peak-
to-trough

'84-'91
16.1% CAGR

'04-18
8% CAGR
A 14-Year
Super
Cycle

'95-'99
20.8% CAGR

T

Welcome
back to
2006
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Interest Rates And Oil Prices: Less Than 4%, And $50-
85/bbl, Ideally; But The Ratio Matters Most

Interest Rates Oil Prices

COVID-19
Pressuring Both
Downward
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BRIC Deliveries: All About China

China Russia India Brazil

2000: China is
2% of world
market

2018: China
is 23% of
world
market
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Large Jetliner Orders And Deliveries
Book-To-Bill No Longer A Thing

Deliveries Net Orders
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The Air Transport Market By Segment

Regionals Single Aisles Twin Aisles

Return to peak:
2024

Now With Greater Misery

Too much, too sudden (A330s,
777s, 787s, Gulf carriers, etc.)

Hit Hardest and Longest; Capacity
hangover, international traffic
problems, and shift towards single

737MAX
Problem, and
flood;
includes
delivery of
~450 already-
built jets

Return to peak: after
2030... probably
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Firm Order Backlog Values: Boeing Taking A Hit
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Airbus, Boeing Jetliner Backlogs (January, w/ ASC 606)

Boeing Airbus
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Jetliner Market Shares By Deliveries
Airbus Seizes The Middle Market and First Place; Covid-19 Accelerates shift to Middle

Market

Boeing Airbus ex 321neo A321neo COMAC/Irkut



0

1

2

3

4

5

6

7

8

'10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24 '25 '26 '27 '28 '29 '30

V
a

lu
e

o
f

D
e
li
v
e
ri

e
s

'2
1

$
B

il
li
o

n
s

Regional Deliveries By OEM (Value)

Bombardier CRJ Dash 8Q Embraer (pre-E-2) E-2 ATR SuperJet ARJ21
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Business Aircraft Market History
(w/jetliners, RJs, turboprops)

Value Units

The Great
Expansion;
strong
economic
growth, new
models,
fractionals,
etc.

The 2003-
08 Boom. The Great

Bifurcation,
followed by
unwelcome
convergence

The great
stagnation

Post-
tech/comms
and 9/11
bust

Market
creation;
initial
demand
sated

Smaller plane boom;
some military Learjet
distortion
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Bottom Half Bizjet Segment vs. Top Half

Bottom Half (<$26M) Jan 2020

'03-'08 CAGR:
19'7% Bottom,
15.3% Top

'10-'19:
4.3% Bottom,
0.3% Top

'08-'10:
-56.8% Bottom,
3.5% Top





$0

$2

$4

$6

$8

$10

$12

$14

$16

$18

$20

M
a
rk

e
t

V
a

lu
e

in
'2

1
$

B
il
li

o
n

s
Bottom Half Bizjet Segment vs. Top Half

Pre- and Post-Covid Forecasts

Bottom Half (<$26M) Jan 2020 Top Half (>$26M) Jan 2020 Bottom Now Top Now
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Embraer: Searching For Growth After The E-Jet Revolution

E-Jets E-2 ERJ Series EMB120 Tucano AMX KC-390 Gripen Phenom 100/300 Legacy 450/500





Covid-19 Impact: Nothing New; Just An
Acceleration of Pre-existing Trends

T Societal: growing inequality, growth of e-commerce over stores, movie
theaters decline, normalization of formerly fringe beliefs, rising ill-
daZ]jYd w\]eg[jY[a]k-x

T Macroeconomic: lower interest rates, excess savings, few investment
opportunities, cheaper fuel, China de-coupling.

T Industry:
T More point-to-point international routes (fragmentation); related demand for

smaller, mid-range jets.
T End of quadjets, marginalization of all larger jets.
T Growing reliance on third party jetliner finance.
T Jetliner price deflation.
T Supplier rationalization, particularly 3/4th tier.
T New product funding drought.
T China indigenous substitute product development
T Boeing single aisle breadth concerns; Airbus mid-market dominance.
T Rolls-Royce under pressure.
T OEMs and airlines: strong get stronger, weak get weaker.
T Uncertain search for various alternative propulsion/fuel concepts.

T V]zj] k]]af_ Y J-pattern everywhere.
T Cge]kla[.aflzd ljY^^a[+ kaf_d] Yakd]k.loafk+ bizav/scheduled, etc.



Concluding Observations, and A Few
Consolations

TThe jetliner market might get worse.
T This is a synthetic market, not an organic one.
T Deliveries driven by exogenous factors: government aid, third-, first

party finance. These may not hold (particularly government aid).
T 1MLR; N?JQ KL??I >?=ECG? OCEE E?;> LH J?=HJ> AJHOLB GMF<?JK CG LB?

recovery, with attendant exuberance.

TBoeing faces a very serious mid market challenge.

TDefense companies can grow their civil side. Will they?

TThere is some good news:
T An airline paradise, except for the traffic.

T Fuel, Jet costs, Crew costs, interest rates, government support (for
most, and for now); Stimulate traffic, or restore profit?

T Defense: budgets, export demand, industrial support.
T Less business jet frothiness.
T 4CG;G=C;E K?=LHJ KLJHGA?J LBCK LCF? %S+**, O;K OHJK?. QHM =HME>GUL

IJCGL FHG?Q)T&)

TA relatively isolated (severe) jetliner-only downturn?


