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FOREWORD

INTRODUCTION

1. This circular, Airline Traffic Forecasts and Financial Trends — 2006 to 2008, analyses
trends in airline traffic and financial results over the 1995-2005 period along with factors underlying air traffic
demand and presents medium-term global and regional forecasts of scheduled passenger traffic and basic
global airline financial trends through to 2008.

SOURCES

2. A dedicated ICAO aviation statistics website (www.icaodata.com) is the main source of
airline traffic and financial statistics. In addition to the website, sources of information include relevant and
most recently available statistical publications of the United Nations (UN), BACK Aviation Solutions fleet and
airline schedule databases, the Air Transport Association (ATA), the Association of Asia Pacific Airlines
(AAPA), the Association of European Airlines (AEA), the International Air Transport Association (IATA), the
International Monetary Fund (IMF), the Organisation for Economic Co-operation and Development (OECD),
the United States Department of Energy (DOE) and the World Bank (WB).

3. The statistical data for 2005 appearing in this circular are to be considered as preliminary:
experience shows that the margin of error for world totals is probably less than 2 per cent, except in the case
of operational results where it may be considerably higher.

4. Unless otherwise noted:
a) all statistical data are applicable to ICAO Contracting States (189 at the end of 2005);
b) regional breakdowns are by ICAO statistical region;
c) traffic statistics are for scheduled services of commercial air carriers;
d) total airline financial statistics relate to commercial air carriers with scheduled as well as

non-scheduled operations;
e) the expression “tonne-kilometre” means metric tonne-kilometre;
f) the word “billion” means one thousand million; and

g) all references to monetary units made in this circular mean “United States (U.S.) cents”
for “cents” and “U.S. dollars” for “$”.

STATUS
5. This circular has been approved by the Secretary General and is published under his authority.
(i) Documents
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Chapter 1

TRENDS IN AIRLINE TRAFFIC AND
FINANCIAL RESULTS

AIRLINE TRAFFIC: WORLD

1.1 Total scheduled airline traffic, measured in terms of total tonne-kilometres performed (TKPs),
grew at an average annual rate of 5.2 per cent between 1995 and 2005. Passenger-kilometres performed
(PKPs) grew also at an average rate of 5.2 per cent per annum and freight tonne-kilometres at 5.5 per cent
per annum. Global airline traffic data for each year of the period 1995-2005 are given in Table 1-1 (total
traffic) and Table 1-2 (international traffic).

1.2 After a decline in 1991, scheduled passenger traffic (measured in terms of PKPs) recovered
in 1992 due to a significant decline in yields. It continued to grow until 1997 as economic growth provided a
solid foundation for traffic increase. In 1998, the world gross domestic product (GDP) grew at only 1.9 per
cent, providing for simultaneous growth of scheduled passenger traffic of only 2.1 per cent. In 1999 and
2000, traffic increased by 6.5 and 8.6 per cent, respectively, while supported by the strong performance of
the world economy. The economic downturn and related decline in business and consumer confidence had
a negative impact on traffic in late 2000 and in 2001, when the events of 11 September 2001 exacerbated
an already difficult situation. As a result, traffic declined in 2001 by 2.9 per cent, the first decline since 1991
and only the second since 1945. In 2002, demand for air travel remained depressed and traffic grew at only
0.5 per cent. Following declines in the first part of the year due to the outbreak of the Severe Acute
Respiratory Syndrome (SARS) and the war in Iraq, traffic rebounded in the second part of 2003 and
increased by 1.8 per cent for the whole year. In 2004, traffic recovery gained strength registering a growth of
14.1 per cent as a result of the improved global economic performance. The continued momentum and
resilience of the global economy in 2005 led to a traffic growth estimated at 8.0 per cent. However, the
average annual growth during the period 2000—2005 is 4.1 per cent.

1.3 The regional distribution of total (international and domestic) scheduled passenger traffic for
the years 1995 and 2005 is illustrated in Figure 1-1. While the respective shares of the airlines of the North
American and Latin American and Caribbean regions declined, those of the airlines of Europe, Middle East
and Asia/Pacific regions increased. In 2005, the airlines of Europe had the highest share in world scheduled
international passenger traffic (39.4 per cent) and the airlines of North America had the highest share in
world scheduled domestic passenger traffic (62.1 per cent), as shown in Table 1-3.

AIRLINE TRAFFIC: REGIONS OF AIRLINE REGISTRATION

1.4 Over the 1995-2005 period, scheduled passenger traffic of the airlines of the African
region increased at an average annual rate of 5.4 per cent. After achieving high growth rates in 1996 and
1997, traffic declined in 1998 but rebounded in 1999, and continued to grow in 2000. Slowdown in the world
economy and the subsequent global crisis in the airline industry following the events of 11 September 2001
resulted in a 2 per cent growth in that year, a decrease of 3 per cent in 2002 and an increase of 1.0 per cent
in 2003. The year 2004 witnessed 13.8 per cent growth. In 2005, the growth was 12.1 per cent compared to
world average growth of 8.0 per cent.

1-1 Documents
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Table 1-1. Total international and domestic revenue traffic — World (1995-2005)
(scheduled services of airlines of ICAO Contracting States)

Passengers Passenger-km Freight tonnes Freight tonne-km Mail tonne-km Total tonne-km
carried performed carried performed performed performed

Annual Annual Annual Annual Annual Annual

increase increase increase increase increase increase
Year Millions % Millions % Millions % Millions % Millions % Millions %
1995 1304 58 2248210 7.1 222 8.3 83130 7.7 5630 41 293930 75
1996 1391 67 2431690 82 23.2 45 89200 7.3 5800 3.0 317150 7.9
1997 1457 47 2573010 58 26.4 13.8 102880 15.3 5990 33 344190 85
1998 1471 1.0 2628120 21 26.5 04 101820 -1.0 5760 -3.8 348600 1.3
1999 1562 62 2797800 65 28.1 6.0 108 660 6.7 5720 -0.7 370420 6.3
2000 1672 7.0 3037530 86 30.4 82 118080 8.7 6050 58 403960 9.1
2001 1640 -1.9 2949550 -29 28.8 -5.3 110800 -6.2 5310 -12.2 388150 -3.9
2002 1639 -0.1 2964530 05 31.4 9.0 119840 8.2 4570 -13.9 397100 23
2003! 1691 32 3019100 1.8 335 6.7 125760 49 4530 -0.9 407670 2.7
2004 1888 11.6 3445300 1441 36.7 9.6 139040 10.6 4580 14 458910 12.6
2005 2022 74 3719700 8.0 37.7 2.7 142580 25 4660 1.7 487740 6.3

Source: ICAO Air Transport Reporting Form A.

1. On 1 October 2002, the United States Department of Transportation implemented new air traffic data reporting rules which, inter alia, have affected the
reporting of domestic all-cargo operations. Consequently, compared with 2002, the reported data for the United States for 2003 shows a significant shift
of domestic freight traffic from non-scheduled operations to scheduled services with a corresponding impact on the world traffic shown above. It is
estimated that if the traffic for United States carriers had been reported under the old rules, the increases for freight tonnes carried (6.7 per cent), freight
tonne-kilometres (4.9 per cent) and total tonne-kilometres performed (2.7 per cent) would have been reduced to 2.4, 2.7 and 1.6 per cent, respectively.

Table 1-2. International revenue traffic — World (1995-2005)
(scheduled services of airlines of ICAO Contracting States)

Passengers Passenger-km Freight tonnes Freight tonne-km Mail tonne-km Total tonne-km
carried performed carried performed performed performed

Annual Annual Annual Annual Annual Annual

increase increase increase increase increase increase
Year Millions % Millions % Millions % Millions % Millions % Millions %
1995 375 8.1 1249160 9.3 13.0 102 70340 8.7 2400 71 189430 94
1996 412 99 1380680 105 13.6 46 75510 74 2450 21 206 870 9.2
1997 438 6.3 1468150 6.3 15.7 154 87740 16.2 2490 1.6 227 390 9.9
1998 458 46 1512040 3.0 15.8 0.6 87050 -0.8 2480 0.4 231 440 1.8
1999 493 76 1622250 7.3 17.3 95 93280 7.2 2480 0.0 247610 7.0
2000 542 99 1790370 104 18.8 8.7 101560 8.9 2670 7.7 273090 10.3
2001 536 11 1726580 -3.6 18.0 -43 95950 -5.5 2660 0.4 261030 -4.4
2002 547 21 1736070 0.5 18.8 44 101590 59 2710 1.9 267 170 2.4
2003 561 26 1738510 0.1 19.6 43 103130 1.5 2710 0.0 268 420 05
2004 647 1563 2015070 15.9 21.8 112 115120 11.6 2830 44 304 920 13.6
2005 704 88 2197360 9.0 22.6 3.7 118480 29 2980 5.3 325 250 6.7

Source: ICAO Air Transport Reporting Form A.
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Table 1-3. Regional distribution of international and domestic traffic — 2005
(passenger-kilometres performed)

International Domestic
(%) (%)
Africa 33 0.8
Asia/Pacific 28.3 22.7
Europe 394 9.1
Middle East 7.0 1.1
North America 17.7 62.1
Latin America/Caribbean 43 4.2
Total 100 100
1995 2005
2 250 billion 3 720 billion

4.8%
25.1%

40.1%

EHSLHS %
ettt o

2

2.2% &\\\\\\\W

4.5%

3.0%

Europe D Africa Asia/Pacific . Middle East D North America . Latin America/Caribbean

Source: ICAO Air Transport Reporting Form A.

Figure 1-1. Regional distribution of total scheduled passenger traffic — World
(1995 and 2005)
(percentage of passenger-kilometres performed)
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1.5 Scheduled passenger traffic of airlines of the Asia/Pacific region increased at the average
annual rate of 5.7 per cent over the 1995-2005 period, higher than the world’s annual average of 5.2 per
cent. As a result of the speedy economic recovery of the Asian economies affected by the 1997/1998
recession, traffic rebounded in 1999 and 2000 achieving growth rates of 6.9 and 10.5 per cent, respectively.
After a slowdown in 2001 with a growth rate of only 1.2 per cent, traffic regained momentum in 2002 and
grew at 6.2 per cent. In 2003, traffic declined by 4.4 per cent due mainly to the SARS outbreak. However,
the year 2004 witnessed an impressive 19.4 per cent growth. An increase of 7.2 per cent has been
estimated for the year 2005.

1.6 Scheduled passenger traffic of the airlines of the European region grew at an average
annual rate of 5.9 per cent over the period 1995-2005, largely due to a generally good performance in
Western Europe and to the emergence of low cost carriers. After a decline of 3.4 per cent in 2001 and
0.8 per cent in 2002, traffic grew in 2003 by 7.6 per cent. The years 2004 and 2005 registered 11.1 and
9.0 per cent growth, respectively.

1.7 Airlines of the Middle East region managed to increase their scheduled passenger traffic at
an average annual rate of 9.7 per cent over the 1995-2005 period, substantially higher than the world
average. After a slowdown in 2001, traffic rebounded and increased by 9.7 per cent in 2002, 12.7 per cent in
2003, and 24.1 per cent in 2004. The year 2005 witnessed a 13.6 per cent increase over the previous year.

1.8 Airlines of the North American region experienced an average annual growth rate of
scheduled passenger traffic of 4.0 per cent over the period 1995-2005. The traffic declines of about 5.6 per
cent and 2.7 per cent suffered in 2001 and 2002, respectively, were among the largest of all ICAO regions.
During 20083 traffic increased only by about 1.2 per cent. A growth of 12.2 per cent was registered for 2004.
The year 2005 witnessed a 7.0 per cent increase over the previous year.

1.9 Scheduled passenger traffic of airlines of the Latin American and Caribbean region
increased at an average annual rate of 3.9 per cent over the 1995-2005 period. In recent years, flag carrier
privatization, intra-regional mergers and alliances along with extensive fleet and route rationalization were
among the measures that enabled airlines of the region to capture a larger share of the United States—Latin
American and Caribbean markets. Following declines of 5.1 and 1.6 per cent in 2001 and 2002, airline traffic
recovered and grew by 2.8 per cent in 2003. The years 2004 and 2005 registered growth rates of 10.1 and
6.4 per cent, respectively.

AIRLINE FINANCIAL RESULTS: WORLD

1.10 Although there has been neither an improvement nor a decline in the long-term trend in the
financial performance of scheduled airlines as a whole, there have been relatively large changes in
operating results from year to year. Table 1-4 shows the annual development since 1995 in operating
revenues and expenses, the operating result (earnings before interest, other non-operating items and taxes)
and the net result (earnings after interest, other non-operating items and taxes). In the early 1990s, demand
weakened and the utilization of airline resources tended to decline. The emergence of excess capacity and
consequent competitive pressures depressed yields. In 1993 and 1994, the airline industry started to move
towards a more appropriate balance of supply and demand and achieved operating surplus. Between 1995
and 2000, the industry continued to show positive operating and net results. In 2001, the trend reversed as
shrinking operating revenues, due to declining traffic combined with increasing fuel, security and insurance
costs, led to an unprecedented operational loss of $11.8 billion and a net loss of $13 billion. This trend
continued in 2002 and 2003 but with significantly lower operating losses of about $4.9 and $1.5 billion,
respectively. In 2004, this trend reversed and an operating profit of about $3.3 billion was achieved. The
preliminary estimates for the year 2005 indicate an operating profit of $4.3 billion. Over the period 1995—
2005, operating revenues and expenses increased at an average annual rate of about 4.5 per cent and
4.9 per cent, respectively.
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Table 1-4. Operating and net results’ — World (1995-2005)
(scheduled airlines of ICAO Contracting States)?
Operating result Net result3
Operating Operating Direct
revenues expenses Amount Percentage Amount Percentage subsidies Income taxes
Uus$ uss$ Uuss$ of operating uss$ of operating Uuss$ Uuss$
Year (millions) (millions) (millions) revenues (millions) revenues (millions) (millions)
1995 267 000 253 500 13500 5.1 4500 1.7 100 -2170
1996 282 500 270 200 12 300 4.4 5300 1.9 30 -2510
1997 291 000 274700 16 300 5.6 8 550 29 180 -4200
1998 295 500 279 600 15900 5.4 8200 2.8 10 -4 800
1999 305 500 293 200 12 300 4.0 8500 2.8 10 4300
2000 328 500 317 800 10700 33 3700 1.1 10 -2750
2001 307 500 319300 -11 800 -3.8 -13000 4.2 10 3610
2002 306 000 310900 -4900 -1.6 -11300 =37 10 2300
2003 321 800 323300 -1500 0.5 -7 560 2.3 10 -1460
2004 378 800 375500 3300 0.9 -5570 -15 10 -2 460
20054 413 300 409 000 4300 1.0 -3200 -0.8

1. Revenues and expenses are estimated for non-reporting airlines.

2. Uptoand including 1997, operations within the Commonwealth of Independent States are excluded.

3. The net result is derived from the operating result by adding (with plus or minus sign as appropriate) non-operating items (such as interest and direct
subsidies) and income tax. The operating and net results quoted, particularly the net results, are the small differences between the estimates of large
figures (revenues and expenses) and are therefore susceptible to substantial uncertainties.

4. Preliminary data. The net results for 2005 have been provisionally estimated after excluding a USD 20.7 billion reorganization expense provision
recorded by United Airlines. The same will be considered after the actual impact of reorganization is known and the provisions substantially reversed
by the Carrier in the next financial year.

Source: ICAQ Air Transport Reporting Form EF plus ICAO estimates for non-reporting States.
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AIRLINE FINANCIAL RESULTS: REGIONS OF AIRLINE REGISTRATION

1.11 During the 1995-2005 period, operating revenues of the scheduled airlines of the African
region increased at an average annual rate of 3.8 per cent. Operating expenses for the same period grew
by 4.5 per cent per annum. These rates reflect the relatively low traffic growth experienced over most of the
period, a steady decline in average yields, and efforts by African airlines to improve efficiency and financial
performance. After experiencing operating losses of about $100 million in 2001, the airlines of the region
posted an operating profit of about $200 million in 2002 and about $16 million in 2003. The region, again,
suffered an operating loss of about $237 million in 2004 and $355 million in 2005 as illustrated in Figure 1-2,
due mainly to rising fuel prices.
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Note.— 2005 figures are from estimated data.
Source: ICAO Air Transport Reporting Form EF.

Figure 1-2. Scheduled airline operating revenues and expenses — Africa
(1995-2005)
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1.12 Operating revenues and expenses of the scheduled airlines of the Asia/Pacific region
increased at an average annual rate of 2.9 per cent and 3.3 per cent, respectively, over the period 1995—
2005. Airlines of the region enjoyed positive operating results throughout the last decade as illustrated in
Figure 1-3. They achieved an aggregate operating profit of around $0.8 billion and $2.9 billion in the years
2001 and 2002, respectively. For 2003 and 2004, the operating profit was $0.9 billion and $2.2 billion,
respectively. Preliminary estimates indicate that an operating profit of about $1.5 billion was achieved
in 2005.
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Source: ICAO Air Transport Reporting Form EF.

Figure 1-3. Scheduled airline operating revenues and expenses — Asia/Pacific
(1995-2005)
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