Airlines Hopes of US$160 Billion Revenue Injection Lost in August

Peeking over the wall to the end of the year tells you all you need to know
about the challenges airlines, tour operators, hoteliers and the whole travel

industry will face this coming winter, as the pandemic refuses to go away.
Source: OAG

Since the first week of August, airlines around the world have cut back their
planned capacity by some 100 million seats. Assume in normal times 80% of
those would have been filled at an average yield of US$200, that's US$20
billion of revenues airlines had “hoped” to see that isn’t going to happen.
These numbers are before the EU recommendation to limit US traveller
access, partly because of the Delta variant raging in the US, but perhaps
more out of frustration at the lack of reciprocity from the US authorities.
Chances are, the transatlantic _market will now be closed until late
November, when the Thanksgiving season may offer a glimmer of hope.

Even the most optimistic analyst or airline CEO will now accept that the
indicators for a further recovery by the end of the year have been blown away;
the situation is grim with many international markets heading in the wrong
direction for at least the next few months. For airlines that have recalled staff,
furloughed them again, redesigned their networks, and added aircrafts back
to their operations, the costs are a heavy burden to take forward into the
winter.

Chart 1 — Scheduled Airline Capacity by Month
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Against that gloomy, longer-term forecast, this week’s data actually reports
an increase in global capacity of 2.8%, as strong growth in North East Asia
(well, China) and another rubber ball bounce back in South East Asia
(Indonesia/lndia) takes weekly capacity back to 79 million seats a week.
Capacity across the South East Asia region has settled at around 30% of the
2019 levels, making it the worst performing region on the planet, some
comedown for what was one of the fastest growing markets in the world.

Other major markets are now beginning their seasonal roll downs, such as
North America, whilst Europe has perhaps another two weeks before the
normal capacity reductions begin to flow through. Early indications are that
the US Labor Holiday weekend will be slower than many had hoped for,
bringing an earlier than anticipated close to the domestic peak with some
major carriers already saying the third quarter will no longer be profitable.

Table 1- Scheduled Airline Capacity by Region

% Change Weekon % Change V's20th % Change V'sW/C

e el e e A2 Week Jan2020  26thAugust 2019
North America 23,788,992 22,644,121 20,258,820 19,978,159 -145% 118% -16.0%
Asia : North East Asia 24,809,878 25,178,594 16,591,744 18,072,985 8.9% 282% 21.2%
Europe: Western Europe 26,860,796 18,606,424 17,443,747 17,548,829 0.6% 5.7% 34.7%
Europe : Eastern/Central Europe 5,169,894 3,701,241 4,520,606 4,496,069 0.5% 21.5% -13.0%
Asia: South Asia 4,793,099 5,160,958 3,465,368 3,620,894 4.5% 29.8% 2.5%
Mddle East 5,186,242 4,930,030 3,037,237 3,035,560 0.1% -38.4% 41.5%
Asia - South East Asia 9,778,674 10,866,623 2,025,256 2,653,855 31.0% -75.6% 72.9%
Latin America: Lower South America 3,599,880 4,033,676 2,161,010 2,282,347 5.6% 43.4% -36.6%
Latin America: Central America 2,187,990 2,444,383 2,079,633 1,972,589 5.1% -193% 9.8%
Latin America: Upper South America 1,723,836 1737,113 1,216,151 1,250,806 28% 28.0% 4%
Southwest Padific 2,762,820 2,835,574 862,032 889,402 3.0% 68.6% -67.8%
Africa:North Africa 1,250,697 1,055,486 858 403 855,833 0.3% -18.9% -316%
Latin America: Caribbean 781,788 987,106 622,440 602,197 3.3% -39.0% 23.6%
Africa : CentralWestern Africa 619,926 663,429 533,090 542,99 19% 182% 12.4%
Africa : Easten Africa 767,199 767,645 513,745 515,751 0.4% -32.8% -32.8%
Africa : Southern Africa 784926 755,348 339,346 387,611 14.2% A8.7% $506%
Acia : Central Asia 397,799 344,740 363,652 355,162 23% 3.0% -10.7%
Grand Totd 115,270,436 106,713,091 76,892,280 79,061,672 2.8% 259% 314%
Source: OAG

With apparently no reported Covid-19 cases on some days last week, China
has added back another 1.5 million seats across their domestic networks.
Whilst these capacity increases are welcome in some ways, they are also a
problem for the wider region; the longer domestic capacity is added back,
then the longer before any real pressure is placed on the airlines to bring
back international capacity.
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Seven of the top twenty country markets continue to operate at around half
of their 2019 capacity levels. The United Kingdom proudly ‘leads’ the seven,
despite having one of the highest vaccinated rates on the planet. The
disconnect between international capacity and vaccine rates defies all logic...
unless you work in the Department of No Transport. Also in the list of seven
Is the United Arab Emirates, where the heavy reliance on connecting traffic
flows into South East Asia is impacting any capacity for recovery beyond the
current levels. Emirates will this week return to Manchester; slightly before
Christiano Ronaldo and certainly with less hype.

Table 2- Scheduled Capacity, Top 20 Country Markets

% Change Weekon % Change V's20th % Change V'sW/C

Country 02-Sep-19 20-1an-20 23-Aug-21 30-Aug21
Week Jan2020  26thAugust'2019

USA 21,615,475 20,749,829 19,164,133 18,862,898 -16% 9.1% -12.7%
China 16,440,755 16,882,726 12,766,163 14,263,611 11.7% -15.5% -13.2%
India 3,966,206 4,255,510 2,896,268 3,025,235 4.5% -289% -23.7%
Russian Federation 2,747,942 2,158,058 2,859,566 2,850,666 -0.3% 32.1% 3.7%
Spain 3,626,669 2,226,308 2,689,232 2,716,265 1.0% 22.0% -25.1%
Turkey 2,687,298 1,924,284 2,292,035 2,264,520 -1.2% 17.7% -15.7%
Jzpan 4,183,401 4,121,355 2,037,688 2,053,858 0.8% 50.2% 50.9%
Italy 2,674,256 1,775,401 2,026,116 1,979,561 2.3% 11.5% -26.0%
United Kingdom 3,894,186 2,712,915 1,775,519 1,901,521 7.1% -29.9% 51.2%
Germany 3,487,705 2,519,489 1,711,355 1,784,665 4.3% -29.2% -48.8%
Brauil 2,558,583 2,842,645 1,676,547 1,756,616 4.8% -38.2% -31.3%
france 2,528,842 1,842,023 1,743,781 1,648,429 -5.5% -10.5% -34.8%
Mexico 1,732,702 1,920,941 1,723,946 1,617,385 6.2% -15.8% 5.7%
Indongsia 2,904,789 3,144,407 1,107,039 1,460,547 31.9% 53.6% -49.7%
Canada 2,159,638 1,884,093 1,084,424 1,105,033 19% 413% -48.8%
Gresce 1,089,646 319,763 1,161,3%4 1,102,860 5.0% 244.9% 1.2%
Korea Republic of 1,802,842 1823,750 965,848 924,791 4.3% 49.3% 48.7%
Saudi Arabia 1,350,815 1,344,926 798,071 843,508 5.7% -37.3% -37.6%
United Arab Emirates 1,492,364 1,476,244 745,176 751,578 0.9% 49.1% -49,6%
Colombia 874,431 895,513 705,990 708,185 03% -20.9% -19.0%
Source: OAG

There is little change to the top 20 airlines. The 'Big Three' US carriers all
made slight adjustments last week to their capacity- we suspect that they
may make more next week considering the EU recommendations on travel
access- whilst Southwest are holding steady in third position across the top
twenty. Slightly further down the list is JetBlue with a 3% cut in capacity;
should the UK Government follow the EU and restrict US nationals visiting,
then the airlines recently launched JFK — LHR operation will face a
challenging winter. The US airlines may have had a reasonably strong
domestic summer season, but the international restrictions will start to bite in
the next few months, especially with corporate demand remaining soft.
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Table 3- Top 20 Airlines Capacity

Airline 02-Sep-19 20-Jan-20 23-Aug-21 30-Aug-21
Week Jan2020  26th August'2019

American Airlings 5,058,872 4,806,847 4,538,610 4,344,258 4.3% 9.6% -14.1%
Delta Air Lines 4329837 4,532,316 3,890,394 3,802,735 -2.3% -16.1% -12.2%
Southwest Airlines 3,937,219 3,788 421 3,743,430 3,757,158 04% 0.8% 4.6%
United Airlines 3,850,651 3,537,983 3,208,777 3,199,451 0.3% 9.6% -16.9%
Ryanair 3,224907 2,439,612 3,003,282 3,029,490 09% 24.2% $.1%
China Southern Airlines 2,786,787 2,877,703 2,002,078 2,303,835 15.1% -19.9% -17.3%
China Eastern Airlines 2,612,933 2,715,809 1,694,517 1,982,049 17.0% -27.0% -24.1%
Turkish Airlines 1,978,584 1,666,085 17154711 1,696,264 -1.1% 1.8% -143%
Easyjet 2,303,582 1,363,034 1,485,692 1,502,320 1.1% 10.2% -34.8%
Air China 1,824515 1,881,825 1,272,419 1,466,274 15.2% -22.1% -19.6%
IndiGo 1,717,754 1,813,944 1,282,562 1,401,182 9.2% -22.8% -18.4%
LATAM Airlines Group 1,675,100 1,870,132 1,059,527 1,136,037 72% -39.3% -32.2%
Aeroflot Russian Airlines 1,193373 1,049,822 1,019,461 1,005,134 -14% 4.3% -15.8%
Alaska Airlines 1,142,072 1,064,124 996,087 996,036 0.0% 5.4% -12.8%
Deutsche Lufthansa AG 1,918,888 1,576,378 899,045 938,925 4.4% -40.4% -51.1%
JetBlue Airways Corporation 992,423 942,410 919,688 891,554 -3.1% 5.4% -10.2%
Spirit Airlines 836,964 794,650 888,220 876,540 -13% 10.3% 4.7%
Wizz Air 874,320 696,706 881,970 867,581 -1.6% 24.5% 0.8%
AirFrance 1,262,415 1,163,127 859,980 786,269 -B.6% -324% 31.7%
Vueling Airlings 951,756 511,500 757,660 767,788 1.3% 50.1% -19.3%
Source: OAG

On the last day of August, as the Summer season draws to a close, it seems
that any hope for recovery is now further away than ever and although there
may be some pockets of recovery between now and the end of the year,
much of the market is stuck. China and the United States continue to be the
two major international markets that need to reopen before anything
significant changes and neither seem interested in making that happen. Does
anyone expect either to happen soon?

%Change Weekon % Change V's20th % Change V'sW/C
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