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Introduction 
 
It is with great pleasure that we present to you the Seventh (7

th
) Anniversary Edition of the DVB Aviation 

NewsSummary, following our first ever publication in April 2003. We would like to thank all of our readers for their 
continued support.  
 
DVBôs Aviation News Summary is published and distributed on a bi-monthly basis by the Airline Research & 
Analysis (ARA) department of DVB Bank SE, based in London. The Aviation News Summary provides a review 
and overview of recent, relevant developments within the aviation industry and contains information from a range of 
sources, including the Internet, trade magazines and company news releases, in addition to our own analyses, 
comments and opinions.  
 
We regret that for practical reasons it is not possible to credit each and every source and author individually; however, 
we have attempted to credit all sources frequently used in compiling this periodical. 

 Polis D. Polycarpou 
DVB ï Airline Research & Analysis (DVB-ARA) 

 
General Airline & Air Transport Developments 
 
IATA - International Passenger Traffic and Air Freight (April 2010) 
 
The ash plume from Icelandôs Eyjafjallajokull 
volcano, and the associated European airspace 
closures, severely dented the strong upturn in air 
travel seen during the first quarter of 2010. Air travel 
on international markets, measured by RPKs, was 
down 2.4% in April, having been up (a revised) 10.5% 
in March. Air freight volumes were less affected by 
the European airspace closures, with international 
FTKs still up 25.2% year-on-year in April, only a little 
down on the 28.1% rise in March.  
 

IATA estimates that two thirds of the decline in April 
from March was due to the direct impact of 
passenger capacity being grounded by the ash 
plume towards the end of April. A 4% fall could have 
been expected simply because of the amount of capacity grounded for a week. In the event IATA estimate that there 
was a seasonally adjusted month-on-month fall in RPKs of 5.5% in April. So 1-2% of the decline in air travel in April 
was additional to the direct impact of the ash plume. IATA believes this indicates that passengers were discouraged 
from travelling in the immediate aftermath.  
 

However, early data for May published by the AEA show 
a 4.2% year-on-year rise in RPKs flown by AEA member 
airlines during the first two weeks of the month. Using a 
slightly smaller year-on-year rate to estimate the May 
growth rate for all European airlines suggests that air 
travel has bounced back, slightly above pre-ash plume 
levels. There were two further days disrupted by the ash 
plume in May but this time affecting 3.5% of flights or 
less and so not having a significant impact. This data 
very tentatively suggests that air travel from May 
onwards should be back on the previous trend, being 
driven primarily by economic developments.  
 

The drivers of both business travel ï which seems to be 
the major air travel growth category at present ï and air 

freight continued to look positive in April, with the exception of economic developments in Europe. The confidence of 
purchasing managers worldwide reached the second highest level ever in April, according to the JP Morgan/Markit 
index. But the Greek sovereign debt crisis certainly risks much faster and more severe fiscal tightening in some 
European economies, which will almost certainly keep European economic growth weak.  

April 2010 (Percentage Change over April 2009) 

Carriers 
Passenger Freight 

RPK% ASK% PLF% FTK% ATK% FLF% 

Africa 8.6 5.1 69.7 54.6 19.0 30.3 

Asia / Pacific 3.5 -2.6 76.7 33.2 13.3 67.5 

Europe -11.7 -12.2 77.6 8.3 -11.0 53.7 

Latin America 1.2 0.8 71.4 63.0 26.8 45.5 

Middle East 13.0 9.2 76.0 25.9 10.9 44.3 

North America -1.9 -4.5 80.2 23.8 -3.8 45.7 

Industry -2.4 -5.0 76.9 25.2 3.2 55.3 

       

YTD January ï April 2010 (Percentage Change over Jan-Apr 2009) 

 RPK% ASK% PLF% FTK% ATK% FLF% 

Industry 5.8 -0.1 76.7 26.9 1.3 3.9 
IATA statistics cover international scheduled air traffic; domestic traffic is not included. All figures are 
provisional and represent total reporting at time of publication plus estimates for missing data. 
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However, financial market indicators such as credit default swap spreads suggest this debt crisis should not derail the 
strong economic rebound seen outside Europe.  
 
The regional pattern of growth remains unchanged with airlines in the óemergingô economies of Asia-Pacific, Latin 
America, the Middle East and Africa seeing the strongest demand for both air travel and freight. Even before the ash 
plume European airlines were suffering the weak growth in markets.  
 
APRIL 2010 vs. MARCH 2010 
 
The April data for international passengers markets were clearly dominated by the impact of the ash plume. 
Seasonally adjusted RPKs were down 5.5% on March levels, with a decline of almost twice that for European airlines. 
The fall in traffic was more than the grounding of capacity, suggesting passengers were discouraged from travelling in 
the week following the closure of European airspace.  
 
Freight was less affected but there were still losses since FTKs had been growing at a monthly rate of 2% in the first 
quarter, so the impact of the airspace closures may have been to depress FTKs by some 2.5%. Offsetting European 
weakness to some extent were accelerated freight growth rates in Asia and Latin America.  
 
IMPACT OF THE ASH PLUME 
 
IATA has estimated in this table what the grounding of capacity within European airspace in April would have been 

expected to produce in the April RPK data. The regional 
split is quite close to this estimate. Two thirds of the total 
industry monthly decline can be explained by the direct 
impact of the ash plume, assuming April travel would 
have grown at the month-on-month pace of Q1.  
But 1-2% of the monthly fall is additional and likely 
reflects travel plans being cancelled in the week 
following the disruption due to the uncertainties.  
 

EARLY MAY DATA FOR EUROPE 
 
There were two further days of ash plume disruption May but 
affecting 1% and 3.5% of flights, so unlikely to have a major impact. 
In fact the data published by the AEA for the first two weeks of May 
show a 4.2% year-on-year rise which suggests the rebound in the 
chart opposite.  
 
European airlines have been experiencing a decline in passenger 
traffic since late 2009, as a result of weak regional economies. They 
suffered the brunt of the ash plume impact in April. This early May 
data suggests (but needs to be confirmed by more data) that travel 
has bounced back in May.  
 

ASH PLUME MAKES A SEVERE DENT IN THE TRAVEL RECOVERY 
 
Having reached a level 10.5% (revised up from initial 
10.3% estimate) higher than a year earlier in March, the 
direct and indirect impacts of the ash plume sent RPKs 
down to a level 2.4% lower than a year earlier in April.  
  

As the analysis above shows two-thirds of this decline 
was the direct impact of grounded capacity due to the 
European airspace closures, which affected almost 30% 
of global passenger capacity at its peak. One-third of the 
decline is thought to be due to discouraged travel in the 
week following the major disruption. European airlines 
suffered the most damage with 75% of their capacity 
grounded at the peak of the disruption. Early indications 
for May tentatively suggest a rebound in travel from the 
disrupted levels of April.  

8.6%

3.5%

-11.7%

1.2%

13.0%

-1.9%
-2.4%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

Africa Asia Pacific Europe Latin America Middle East North America TOTAL

%
 G

ro
w

th
 in

 R
P

K
s

Jan-10

Feb-10

Mar-10

Apr-10



APRIL - MAY 2010 DVB AVIATION NEWS SUMMARY ς 7TH ANNIVERSARY EDITION 

 

   4 Airline Research & Analysis | DVB Bank SE 

 

AIR FREIGHT VOLUMES PAUSE 
 
Air freight was damaged rather less than air travel, partly as freight connecting or being consolidated in Europe found 

new routes avoiding European airspace and partly 
because air freight was not discouraged from travelling 
in the week after the airspace closures. Having reached 
a level 28.1% higher than a year ago in March, air freight 
dipped slightly to a year-on-year growth rate of 25.2% in 
April.  
  

The underlying drivers of air freight seem to be intact. 
The global purchasing managers index ï a good leading 
indicator of air freight volumes ï rose further in April to 
its second highest level ever. World trade rose strongly 
during the first quarter. The business inventory cycle is 
now coming to an end which will slow air freight growth 
during the rest of this year but all the economic 
indicators, outside Europe, are still pointing up for air 
freight.  

  

European airlines experienced the largest fall in air freight in April, due to the ash plume. However, they had not been 
enjoying the strong rebound in air freight seen in other regions because of the weakness of many European 
economies. The Greek debt crisis and the signs of substantial and speedy cuts in budget deficits in many European 
economies as a result are likely to exacerbate this weak growth picture for Europe. In contrast there was acceleration 
in both economic growth and air freight for the Asia-Pacific and Latin American airlines.  
 
PASSENGER LOAD FACTORS DIP 

 
Passenger load factors in April were still higher than 
they were at the same month in 2009. However, as the 
chart below shows the seasonally adjusted load factor 
dipped significantly in April from the high level of March, 
entirely due ï we estimate - to the direct and indirect 
impacts of the ash plume.  
 
However, the first quarter situation of strong traffic 
growth in Asia and cautious capacity additions led to a 
new record high load factor for Asia-Pacific airlines.  
 
North American airlines continue to hold capacity back 
and continue to achieve the highest load factors in the 
industry.  
 

 
FREIGHT LOAD FACTORS CONTINUE TO IMPROVE  

  
In contrast to passenger markets freight load factors 
continued to rise in April to utilization rates not seen 
since 2000.  
 
Freight capacity is now being put back into the market. 
However, in April it was up just 3.2% above a year ago, 
compared to the 25.2% rise in freight volumes.  
 
Asia-Pacific airlines stand out in this market as seeing 
both strong growth in volumes and achieving the highest 
load factors.  
 
Airlines in Africa are noticeable at the other end of the 
spectrum for load factors.  
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IATA ï Premium Traffic (March 2010) 
 
The number of passengers travelling in first and business class seats on international markets rose 10.8% in March 
from the levels seen the previous year. For the first quarter of 2010 premium travel volumes were up 7.6% on the 
previous year. In fact the number of people travelling on premium seats was expanding at a very strong annualised 
rate of 25% comparing the first quarter against the fourth quarter.  
 

This strong rebound comes after a sharp downturn in 
late 2008 and early 2009 that shrank premium travel by 
a quarter. Since the middle of last year an upturn has 
been taking place, which reduced the average decline in 
2009 to 3.7% and produced the strong growth rates of 
the first quarter this year.  
 

Although premium travellers generate 30% of 
international passenger ticket revenues they represent 
less than 10% of passenger numbers. Total travel 
volumes are dominated by changes in the numbers 
travelling on economy seats.  
 
Economy travel was 8.8% higher in March this year 
than a year ago. In the first quarter of 2010 its level 

averaged 7.4% higher than a year ago. This is similar to the same comparison for premium travel. However, looking at 
the pace of expansion from the fourth quarter to the first it is clear that premium travel had the stronger impetus. 
Economy travel was expanding at a respectable but slower annualised pace of 10%.  
 

Of course both travel classes have been rebounding from the low levels of 2009, so there has been the usual post-
recession surge in pent-up travel demand. Comparing the number of people travelling, adjusted for seasonality, with 
pre-recession levels in early 2008 shows that economy travel recovered to those levels in March. However, despite its 
faster recent growth, premium travel volumes were still some 15% below their pre-recession levels.  
 

Data and analysis suggest strongly that growth in both seat classes are being driven by business travel, rather than 
leisure. The fear at the depth of the recession had been that we were seeing a permanent shrinkage of the premium 
travel market. It has not yet regained pre-recession levels but the decline and subsequent rise of premium travel has 
been cyclical (though yields may not recover in the same way). As business confidence and world trade have turned 
up sharply business travellers have returned.  
 

Consumer confidence has not recovered in the same way as business confidence. Higher levels of unemployment 
and consumer debt have led to little improvement since the mid-2009 rebound. This is likely to slow the recovery in 
leisure travel. The fluctuations in economy travel in the past two years, like premium travel, have been driven more by 
business travellers than holidaymakers.  

 
Yields have turned up from their mid-2009 lows as record load factors have tightened supply-demand conditions. 
However, yields have not recovered the ground lost during the recession to the same extent as travel demand. By the 
end of the first quarter premium yields were still well down on pre-recession levels but had risen some 10% above the 
previous year. As a result premium revenues are starting to show some significant growth. IATA estimate that 
premium revenues were over 30% higher than the previous year, though it should be noted that this rise is from low 
point of the revenue cycle.  
 
PREMIUM TRAFFIC BY MAJOR ROUTE 
  
Passenger markets are now almost all showing growth from the depths of the 2009 recession but there are still very 
considerable geographic differences.  
 
Of the larger markets Within Far East continues to show the strongest growth with this premium market almost 24% 
higher in the first quarter than the previous year. Economy travel was up 13.5% supporting the view that business 
travel is driving changes in demand at present. The Europe-Far East market and the North and Mid Pacific markets for 
premium travel are also strengthening with first quarter rises of 11.5% and 8.3% respectively.  
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Strong economic growth in the Asian region is the driver of these outperforming travel markets. Industrial production is 
10% above pre-recession levels and confidence in the economic outlook in these regions is strong, generating 
substantial increases in trade and business travel.  

 
There are other, smaller, markets also showing strong 
growth during the first quarter. Many South American 
economies are growing strongly, benefiting from Asian 
commodity demand and without the debt and banking 
problems of the US and Europe. Within South American 
premium travel was up over 20% in the first quarter, 
while economy travel was up 10%.  
 
The segments to the Middle East (this data is flight 
segment rather than O-D based) also continued to show 
strong growth, partly reflecting economic growth in the 
region but also market share gains by Middle Eastern 
airlines on long-haul markets connecting over their 

Middle East hubs. Europe-Middle East was up 12.7% for premium travel. Middle East-Far East was up 29%.  
 
At the other end of the spectrum growth in travel was much weaker Within Europe and across the North Atlantic. The 
US economy has shown an increasingly strong economic rebound in recent quarters, but European economies 
remain weak. Many declined in the fourth quarter of last year and saw only very modest expansion in the first quarter.  
 
As a result premium travel Within Europe was down 3.1% in the first quarter and economy travel was up only 4.4%. 
High unemployment is restricting leisure travel in the region and the weakness of economic growth and international 
trade is limiting the expansion of business travel. Across the North Atlantic premium travel was up 5.5% and economy 
travel just 2.4% in the first quarter.  
 
  
IATA ï FINANCIAL FORECAST (June 2010) 
 
Back into Profit, Except for Europe! 
 
IATA have upgrading their 2010 forecast to a small net profit of US$2.5 billion for the commercial airline industry, up 
from the net loss of US$2.8 billion projected in our March forecast. The exception to this improved outlook is Europe, 
where the situation has deteriorated and we now forecast slightly larger net losses than before. European airlines 
have suffered from weak regional economic growth and airspace closures due to the Eyjafjallajokull volcanic ash 
plume.  

 
Elsewhere economic growth and its boost to air travel 
and cargo continued to surprise on the upside. On the 
assumption that there is no further major disruption from 
the ash plume we have significantly revised up our 
forecasts for air travel and air cargo growth, to 7.1% and 
18.5% respectively. Load factors have reached record 
levels as capacity returns to the market at a slower pace 
than the revival in transport demand. As a result the 
revenue environment, outside Europe, has improved 
significantly. We estimate a 2.8% return on capital this 
year, still half peak levels and far below capital costs. 
  
Risks to the outlook remain. The Greek debt crisis may 
trigger faster fiscal tightening in Western economies, 

slower growth and new taxes. New capacity may threaten the rise in yields. Oil prices remain uncertain.  
  
Ash Plume Dents Strong Demand Rebound 
 
Air travel volumes were growing at an annualized pace of 9% in the first quarter. Air freight was growing at a pace of 
26%. As the chart shows there has been a strong rebound from the depths of the óGreat Recessionô in early 2009.  
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That demand rebound was dented in April by the 
grounding of almost 30% of global passenger capacity 
for a week as European airspace was closed by the 
ash plume from the Eyjafjallajokull volcano. There was 
some further, but lesser disruption in May. However, 
early indications from the first three weeks of May 
suggest that air travel has bounced back, as shown 
below. But we expect the pace of freight expansion to 
slow, since business inventory-sales ratios are back to 
normal. In the second half of this year air shipments will 
depend more on the pace of consumer spending 
growth, which will be less of an impetus than the 
business inventory cycle. Even so, we have 
significantly revised up 2010 forecasts for system-wide 

volume growth, from 5.6% to 7.1% for passenger markets and 12% to 18.5% for cargo markets.  
 
Geographical Markets Remain Multi-Speed 
 
The overall cyclical upturn is strong but there are large variations by geographical markets. Non-Japan Asia has seen 
the strongest economic upturn, along with other so-called óemergingô economies. Measured by industrial production 
emerging economies are 10% up on pre-recession levels, whereas the large developed economies are still 10% down.  

 
This is clearly reflected in travel and freight markets. 
Current geographical multi-speed patterns are expected 
to continue throughout this year, judging by economic 
forecasts of divergent economies. Asian, S American 
and Middle Eastern markets will continue to see strong 
growth, while the more developed markets in Europe 
and across the North Atlantic are likely to remain 
sluggish.  
IATA now expect overall market volumes to rise by 
more than 10% for the commercial airline industry this 
year, aggregating passenger and cargo together in a 
common tonne-kilometre metric, a similar expansion to 
the 1994 recovery after the early-1990s recession but 
less than the 13.8% rise seen in 2004. Double figure 

expansions are spread across the emerging world, but North America and, especially, Europe lag behind.  
Capacity is now being brought back into the market. The wide-body fleet is still several percentage points below its 
normal utilization, and there are some 1,340 new jets and turboprops on the books to be delivered this year. We 
expect this to add 5.4% to overall capacity ï more for freight, less for passengers ï in 2010, allowing some further 
improvement in load factors.  
 
Cyclical Upturn for Business Travel 

 
There has been a sharp rebound in business travel, 
which is why the number of passengers travelling on 
premium class seats has risen strongly. It does look as 
though the downturn in premium travel was cyclical and 
not permanent. World trade is still rising sharply and 
surveys show business confidence, outside Europe, has 
regained pre-recession levels. Premium travel volumes 
were rebounding at an exceptionally strong annualized 
pace of over 20% in the first quarter. The ash plume will 
dent the expansion but further gains in the second half 
of this year are still expected. However, improvements in 
consumer confidence have stalled as unemployment 
has risen sharply in many developed economies, limiting 
the rebound of leisure travel. But economy travel has 

recovered to pre-recession levels despite the relative lack of improvement in leisure markets. Clearly business travel 
is also driving the economy segment and that suggests it may be difficult to get the same rebound in premium yields 
as in premium passenger numbers.  
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Notwithstanding the corporate buying pressure on premium yields, the average level of fares and cargo rates has 
been rising since mid-2009 as record load factors tighten supply-demand conditions. As with volumes there are 
significant differences in yield trends between geographical markets. For example, rates for cargo shipped out of Asia 
are back to pre-recession levels, whereas for cargo being shipped into Asia from Europe there has been very little rise 
at all. On average we are now forecasting a 4.5% improvement in yields this year, which should allow a 13% rise in 
revenues. This is a much more positive revenue outlook than we expected three months ago. Despite this 
improvement the forecast level of revenues in 2010 remains 4% lower than the size of the market in 2008.  
 

Yields and revenues are rising but so are fuel prices. 
Following the Greek debt crisis jet kerosene prices 
slipped back almost US$10/b but prior to that had risen 
US$40/b from a low in early 2009 to a range of US$80-
100/b. Clearly part of the rise in average fares during the 
past 12 months has been an attempt to recoup rising 
fuel costs.  
 
With over 90 days forward cover of oil and products in 
the OECD there is little fundamental justification for the 
scale of the price rise in the past year. Many analysts 
forecast oil prices to remain within a range for the rest of 
this year. As we saw in 2008 prices do not always follow 
fundamentals.  

 
Balance of Risks Shifting 

 
Six months ago the major risk was that the cyclical 
recovery would not be óV-shapedô but an óLô or worse. In 
the event the cycle is still surprising on the upside. 
However, downside risks to demand remain as the ash 
plume and the Greek sovereign debt crisis remind us.  
 
The latter certainly raises the risk of a ódouble-dipô in 
developed economies in 2011, though the 2010 outturn 
seems less at risk. The improved outlook IATA project 
here could however be undermined by cost pressures 
arising from labour disputes, oil or a much faster 
resurgence of capacity and the resulting damage to the 
nascent yield revival.  
 

 
 
IATA ï Airlines Financial Monitor (April ï May 2010) 
 
Financial Indicators 
 
Airline share prices slump 15% in May, though still 50% up on early 2009 low point 

 
Airline share prices, particularly in Europe, were hit hard 
in May by the damage done by European airspace 
closures associated with the volcanic ash plume and 
also concerns arising from the Greek sovereign debt 
crisis.  
 
European airline share prices fell 25% in May and are 
now 20% down on the year. Much investor concern is 
focused in Europe. By contrast US airline share prices 
were still 9% up so far this year. Worldwide airline share 
lost 15% in May eroding all of the gains so far this year; 
but they are still 50% above their early 2009 low point.  
 

 

8.6 8.2 8.5

3.7

-13.0

-11.3

-7.5

-5.6

-4.1

3.6

12.9

-16.0

-9.9

2.5

-8.0%

-6.0%

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

-20.0

-15.0

-10.0

-5.0

0.0

5.0

10.0

15.0

20.0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009E 2010F

%
 S

a
le

s

U
S

$
 b

il
li
o

n

Net Profit (Losses), $bn (LHS)

Operating Margin, % (RHS)



APRIL - MAY 2010 DVB AVIATION NEWS SUMMARY ς 7TH ANNIVERSARY EDITION 

 

   9 Airline Research & Analysis | DVB Bank SE 

 

First quarter financial results improve in most regions except for Europe 
 

First quarter financial results are always weak for 
seasonal reasons; airlines typically make 80% of their 
earnings in the second and third quarters.  
 
This year there were signs of a significant improvement 
in all regions at the operating level, though Europe 
stands out as the weakest performer ï even before the 
impact of the ash plume. Asia-Pacific airlines have 

improved most, but North American airlines have also moved from loss into operating profit in the first quarter.  
 
Fuel Costs 
 
Fuel prices dip lower on economic uncertainties but still significantly up on 2009 

 
Oil and jet kerosene prices fell back during May as the 
Greek sovereign debt crisis raised uncertainties about 
the strength of the economic recovery.  
 
The previous month jet prices had been close to $100/b, 
but have now slipped back towards $80/b. This $20/b 
band has defined the range of the past six months.  

 
There appears little fundamental reason for prices to 
break out of this range. Even if optimism over economic 
growth returns there is ample supply cover in OECD 
inventories.  
 
 

Demand 
 
A very strong upturn during the first quarter ï when air travel was expanding at an annualized rate of 9% and air 
freight by 26% - was dented by the airspace closures in Europe resulting from the volcanic ash plume.  
 
International RPKs were cut 5.5% in April compared to March as 29% of global capacity was grounded for almost a 
week. Freight was less affected with a monthly fall of 0.5%. Data for the first 3 weeks of May from the AEA show a 
strong rebound in air travel, so this looks likely to be only a temporary interruption to the upturn. 
  
Capacity 
 
Capacity being reintroduced at a cautious pace but temporarily grounded in April 

 
Just a casual inspect of the chart opposite shows that 
capacity is being brought back into both travel and 
freight markets at a much slower pace than the upturn in 
demand.  
 
Of course the closure of European airspace during part 
of April grounded 29% of passenger capacity, causing 
the negative growth number shown opposite.  
 
Freight capacity was less affected since much of the 
expansion has been taking place outside Europe, where 
economies are still weak. 
 
 

 
 
 


