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Hopes fade
for early
start to
recovery

Shrinking revenues, more
job cuts and gloomy fore-
casts. Such is the state of
much of the business jet

industry on the eve of one of the
sector’s biggest annual gather-
ings.

Two years on from the Leh-
man Brothers investment bank
collapse that preceded the
industry’s savage swing from
boom to bust, any hope of a
recovery next year looks mis-
placed.

“Now it’s looking very much
like 2011 will be more of the
same and 2012 will be when
things start picking up,” says
Gary Crichlow, an analyst at
the Ascend aviation consultancy
in London who tracks business
aviation trends.

The industry has spent 2010
“convalescing”, says Richard
Aboulafia, vice-president for
analysis at the Teal Group con-
sultancy in Virginia, who has
long predicted there is unlikely
to be a recovery until 2012.

The reason is simple enough
given the business’s sensitivity
to a global economy that has
continued to show weakness;
fears of a double-dip recession
and concerns about the impact

of government austerity pro-
grammes and the availability of
financing.

The industry managed to
deliver about 830 business jets
last year, by Ascend’s count,
slightly more by some others.
This year, the consultancy has
counted only 445 shipments in
the first three quarters, suggest-
ing it will struggle to reach even
600 over the full year.

In the third quarter alone,
there were only 125 deliveries,
39 per cent fewer than in the
same quarter last year.

This is all a long way from
where the corporate aviation
sector was only three years ago.
On the back of record corporate
profits and robust economic
growth, business jet deliveries
surged to more than 1,000 for
the first time in 2007 and
jumped again in 2008, thanks to
huge backlogs prompted by
mounting orders.

But the gloomy forecasts for
this year need putting into per-
spective, says Rob Wilson, presi-
dent of business and general
aviation at Honeywell Aero-
space, recalling the industry
was “very joyous” about deliver-
ing 600 or 700 jets a year as
recently as 2004-05.

This is true, but of little com-
fort to the people hit hardest in
this downturn, such as the thou-
sands of workers laid off by US
aircraft manufacturer, Cessna.
In September, it announced that
a further 700 jobs would be cut,
on top of the 8,000 it has shed
since late 2008.

Its total workforce has been
cut in half, with most of the
losses at its Wichita plant,
where a workforce of 12,400 has
been reduced to 6,200 and will
only number around 5,500 in
December, after the latest lay-
offs.

Clearly it is going to be some
time before the industry returns
to its earlier peaks.

There are some signs of
improvement, though. Flight
activity is edging up, as are
sales of used aircraft. But both
indicators are far from what
they used to be.

The proportion of the global
business jet fleet up for sale has
fallen from its record highs of 16
per cent, or more than 2,000 jets,

in May 2009, says Mr Aboulafia.
But it has failed to dip below

14 per cent since the start of
2010, indicating “a severe over-
supply problem”.

Honeywell’s latest annual
business aviation outlook, pub-
lished on Sunday, also suggests
a recovery will not be seen until
2012, after disappointing rates of
global economic recovery fore-
stalled order rates and softened
hopes of an uptick in 2011.

It is predicting deliveries of
675-700 aircraft in 2010 and
expects shipments to be below
700 next year.

Longer term, Honeywell’s
forecasts have changed little
from last year’s prediction that
11,000 new jets worth $200bn

would be delivered between 2009
and 2019.

It still thinks 11,000 jets will
be delivered between 2010 and
2020, but says they will be worth
slightly more, at $225bn.

Mr Wilson says the jump in
value is partly due to price esca-
lation and partly a result of a
phenomenon that has become
increasingly evident in this
downturn – a shift in demand
for larger business jets.

Past recessions have not
revealed such a trend, says Mr
Aboulafia, adding: “We’re mov-
ing towards an industry that
favours larger planes.”

Historically, he says, the busi-

A fall in business jet
orders this year is one
of the signs pointing to
a delay in the sector’s
return to health, says
Pilita Clark
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Still battling headwinds: jet sales and charter demand 

This graph displays the average daily value of the 
international charter market as seen in the Avinode 
marketplace. The index is calculated based on trips 
scheduled to depart within 4 weeks

This broad-based index displays average price per 
hour (taxi rate + fuel surcharges) for all active 
aircraft in Avinode’s marketplace

FT montage  Photo: Daniel Lynch

For an in-depth statistical guide to the 
sector see: www.ft.com/corporateaviation
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