
COVID-19
How will the structure 
of the aviation sector be 
changed by COVID-19?
Brian Pearce

Chief Economist

1

30th June 2021



Previous demand shocks to air travel transitory impact
Air trave l s till down 2/3 in COVID pande mic . Ris k of long-las ting damage

Source : IATA Economics  us ing data from IATA Monthly Statis tics
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Structural change in aviation driven by the supply -s ide
Te chnology, libe ralization & innovation drove  unit cos ts  down 90%

Source : IATA Economics  us ing data from ICAO, IATA Statis tics  and OECD
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Doubling city -pairs  conne c te d in the  pas t 25 ye ars
Conne c tivity was  damage d by COVID-19; 18% fall in c ity-pairs  by ye ar e nd

Source : IATA Economics  us ing data from ICAO, IATA Statis tics  and OECD
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Domestic air connectivity restored, risk for international
China dome s tic  air conne c tivity full re cove ry. Inte rnational Q4 2021 -50%

Source : IATA Economics  us ing data from OAG and IATA’s  air conne c tivity me as ure ment me thodology

0

1

2

3

4

5

5

10

15

20

25

In
t. 

de
st

-w
ei

gh
te

d 
se

at
s,

 m
illi

on
 p

er
 m

on
th

D
om

es
tic

 d
es

t-
w

ei
gh

te
d 

se
at

s,
 m

illi
on

 p
er

 
m

on
th

China domestic and international air connectivity

-50%

April 2021 domestic 
schedules

April 2021 international 
schedules



This demand shock has been uneven across markets
Harde s t hit has  be e n inte rnational air trave l. Air cargo much le s s  affe c te d.

Source : IATA Economics  us ing data from IATA Monthly Statis tics . Data is  adjus te d for s e as onality.
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Constraint to connectivity is border travel restrictions
Borde r controls  on air trave l re main high in all re gions

Source :  IATA Economics  analys is  bas e d on Oxford Unive rs ity data
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Vaccination should allow markets to reopen in stages
Rollout of vacc ination is  une ve n, as  is  gove rnme nts ’ approach to  ris k

Source : IATA Economics  us ing fore cas ts  from Airfinity Sc ie nce  Tracke r https ://s c ie nce .airfinity.com/covid-19-s c ie nce -macro as  of 9 Apr 2021   
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International markets show air travel rises when allowed
Impac t of Europe ’s  air corridors  and re moval of quarantine  in Ame ricas  

Source : IATA Economics  us ing data from IATA Monthly Statis tics . Data is  adjus te d for s e as onality.
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Will ‘Zoom’ cause structural loss of business passengers?
Long-haul s e rvice s  and ne twork bus ine s s  mode ls  s upporte d by high yie ld

Source :  Be rns te in. The  Future  of Work. 12 April 2021



We estimate COVID-19 long-te rm los s  of 2 ye ars  growth
Strong re bound whe n borde r trave l barrie rs  re move d but not full re cove ry

Source : IATA Economics  us ing data from Touris m Economic /IATA Air Pas s e nge r Fore cas t, April 2021.
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But 2020/1 revenue shock challenge as many costs fixed
Difficult to  avoid fle e t and othe r ‘s e mi-fixe d’ cos ts , s o  cas h burn high

Source : IATA Economics  Airline  Indus try Financ ial Fore cas t update , April 2021
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More than US$173bn airline losses in 2020 and 2021
Unpre ce de nte d los s e s  for airline s , far highe r than during Gre at Re ce s s ion

Source : IATA Economics  Airline  Indus try Financ ial Fore cas t update , April 2021
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Government aid could distort airline competition
But s ignificant proportion is  de bt and s ome  aid conditional on re me die s

Source : IATA Economics  analys is  us ing public  information and data from SRS Analys e r, DDS, FlightRadar 24, TTBS, ACIC, Platts , 
Airline  Analys t, annual re ports
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Survival at cost of huge rise in airlines’ debt by end -2020
Es s e ntial de le ve raging will abs orb fre e  cas h flow for ye ars  limiting CAPEX

Source : IATA Economics  us ing data from own e s timate s  of Gove rnment aid, private  de bt e s timates  from Airfinance J ournal, 
Nove mbe r 2020. De bt inc lude s  adjus tme nt for ope rating le as e s .
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Darwinian creative destruction may be absent
Failure  and cons olidation us ually important part of adjus tme nt to  s hock

Source : IATA Economics  us ing data from As ce nd.
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