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Asia Pacific carriers
remain profitable but 
headwinds loom

Source: International Air Transport Association

Asia Pacific carriers are expected to generate US$6.3 billion in 
profits next year, down from US$7.3 billion this year, with 
profitability varying from market to market. Rising fuel prices 
will boost costs for airlines but a pick-up in cargo should help 
cushion some of this impact, says the International Air 
Transport Association (IATA). The cargo market is important to 
the region as Asia Pacific airlines account for nearly 40 per cent 
of the global freight traffic market. 
    However, capacity injection in the passenger market (7.6 per 
cent) next year should outstrip passenger traffic growth 
(7 per cent). This comes on the back of growing deregulation 
of markets as well as the expansion of existing carriers and 
new ones.
    Meanwhile, the global airline industry is expected to 
generate profits of US$29.8 billion in 2017 against revenues 
of US$736 billion, translating to a 4.1% margin. 
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IATA projects that the total fuel bill for airlines worldwide will 
rise to US$129 billion in 2017, representing 18.7% of average 
operating costs. Jet fuel prices have started to increase in 
tandem with oil prices and expectations are for an average 
price of US$65 per barrel for jet fuel next year, weighing down 
industry profits. The average price for this year is US$52/barrel. 

“In our view, Asia Pacific airlines are likely going to face severe turbulence 
in 2017 from different fronts, including an erosion in travel demand and 
from higher jet fuel prices which in turn means higher fuel bills for the 
region’s carriers. Nevertheless, airlines worldwide are more resilient than 
before and should be able to withstand potential crises and cross-border 
diseases better. Airlines that are badly managed and with a dismal 
financial track record or poorly funded, unfortunately, may not survive.”
– Shukor Yusof, aviation analyst at Endau Analytics
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Next year, the industry is expected to post a return on invested 
capital (ROIC) of 7.9%, which does – for the third consecutive 
year – adequately reward equity owners. ROIC for 2016 is 
estimated at 9.4 per cent. The decline in airline profits and 
ROIC in 2017 is due to a rise in break-even load factors, as unit 
costs are rising, and a moderate fall in load factors as demand 
slows more than capacity growth.


