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The Current Economic Shocks Will Lead To an Estimated $9B 
Airline Losses In 2009...
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éIn Response To The Global Economic Crisis, Airlines Are 
Reducing Capacity In Most Regionsé
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OAG Aviation Block Time (Hours) ïQ1-Q3 2008 vs. Q1-Q3 2009
Global Air Transport Fleet

Source:  OAG Schedules iNet; Based on region of departure

ÅCapacity reductions are 

most pronounced in North 

America, Europe, and non-

China Asia-Pacific

ÅIn contrast, China and the 

Middle East continue robust 

growthébut are just 11% of 

global industry block hours

ÅOverall global block hours 

are down nearly 4% for the 

Q1-Q3 timeframe
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éAnd International Passenger Traffic Continues to 
Deteriorate
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International Airline Activity: July 2008 ïJune 2009

YoY % 

Growth
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On Top Of Reduction In Traffic, Airlines Have Experienced A 
Strong Decrease In Yields During 2009...
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6Source: Air Transport Association

2009 Monthly Yield Development Year-Over-Year For Seven U.S. Airlines (*)

(*) *Alaska, American, Continental, Delta (incl. NWA), JetBlue, United, US Airways and their regional affiliates
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...Resulting In A Decline In MRO Spend In 2009
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The Current Air Transport MRO Market Is $44 Billion
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The MRO Market Is Expected To Recover Early Next Decade 
And Reach $55 Billion By 2018
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Air Transport MRO Market By Segment ($B) *
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* Constant 2008 US$

ÅThe MRO market is 

expected to recover 

early next decade and 

reach $55B by 2018 ï

a 2.3% CAGR

ÅAirframe maintenance 

will have the lowest 

growth due to 

retirements and 

introduction of less 

maintenance intensive 

aircraft
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India, China And The Middle East Will Be The Fastest 
Growing Regions
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Source: AeroStrategy OAG Aviation

* Constant 2008 US$

Air Transport MRO Market By Region ($B) *
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Africa 0.9%

Latin America 4.1%

Middle East 6.5%

India 8.5%

China 7.6%

Asia Pacific* 2.5%

E. Europe 1.9%

W. Europe 1.8%

N. America 0.3%

CAGR

Total = 2.3%

Note: 

* Excludes China and India

ÅIndia, China and the 

Middle East will be the 

fastest growing 

regions

ÅNorth America will be 

relatively flat

ÅNote these forecasts 

exclude the impact of 

inflation
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Two Major Factors Influence Aircraft MRO Activityé
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Simplified MRO Supply Chain

ÅPredicted airline maintenance 

spending as a result of 

aircraft demographics, 

utilization, equipment 

reliability, maintenance 

programs and regulations

ÅA good predictor of supplier 

MRO and aftermarket activity 

in normal times

1. Fundamental Demand For Aircraft MRO

ÅInventory stocking & 

destocking, use of surplus 

components, deferred and 

reduced scope maintenance

ÅAll of the above act as a 

buffer between fundamental 

demand and realized revenue 

by OEMs and MRO suppliers

ÅImportant in times of crisis

2. MRO Supply Chain Practices
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...And The First Factor, Fundamental MRO Demand, Has 
Declined Considerably Since The January 2008 Forecast
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2008-2018 Air Transport MRO Market ($B)

Source: AeroStrategy OAG Aviation

Market does not reach 

2008 levels until 2011!

Jan 2008

Forecast

Jan 2009

Forecast
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The Second Factor, MRO Supply Chain Practices, Is 
Exerting Significant Influence On MRO Business Volume
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Simplified MRO Supply Chain

ÅInventory stocking & 

destocking, use of surplus 

components, deferred and 

reduced scope maintenance

ÅAll of the above act as a 

buffer between fundamental 

demand and realized revenue 

by OEMs and MRO suppliers

ÅImportant in times of crisis

2. MRO Supply Chain Practices
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One Reason Is The Significant Amount Of Inventory In The 
MRO Supply Chain ðIn Excess Of $40 Billion

ÅA 2004/2005 AeroStrategy survey included 

data from over 80 MRO market participants 

and concluded that supply chain inventory was 

worth in excess of $40B

ÅAeroStrategy is currently conducting the same 

survey to update the results, which will be 

presented at MRO Asia

ÅMRO suppliers interested in participating in this 

yearôs survey should contact AeroStrategy or 

download the survey forms at 

www.aerostrategy.com

2008 Air Transport MRO Demand 

& Supply Chain Inventory

Source: AeroStrategy

http://www.aerostrategy.com/
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Operators Are Using Numerous Options For Reducing 
Maintenance Spend In This Time Of Crisis

Engines

ÅReduced scope of 

maintenance ïmore ñrepairò 

and less ñreplaceò

ÅDefer replacement of 

expensive life limited parts 

until they reach absolute cycle 

limits(e.g. short-stub engines) 

ÅGreater leverage of spare 

engines in lieu of overhauls

ÅAcquisition of surplus engines 

for mature aircraft

ÅRenegotiate MRO contracts

Components

ÅBurn down rotable inventory 

in lieu of component MRO 

repair

ÅReduced scope maintenance 

ïmore ñrepairò and less 

ñreplaceò 

ÅAcquisition of surplus 

rotables for mature aircraft

ÅRenegotiate MRO contracts

Airframe Heavy

ÅReduce utilization and rotate 

in-service aircraft to minimize 

heavy maintenance checks 

required by hour/cycle limits

ÅPark older aircraft approaching 

expensive heavy checks

ÅReduce discretionary 

modifications (e.g. Interior 

upgrades, painting)
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The 2002/2003 U.S. Airline Industry Crisis Highlights The 
Impact Of Destocking And Deferred Maintenance
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Source: Air Transport Association, AeroStrategy 

analysis
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ÅThe last airline crisis was in the U.S. in 2002/2003
üPost 9.11 consumer shock reduced demand and yields

üSeveral airlines entered Chapter 11 and restructured

üAirlines aggressively pursued cash conservation

üUS capacity was reduced by 4%

ÅAirlines reacted by burning off inventory, deferring non-essential maintenance and 

modifications, reducing the scope of maintenance, parking older aircraft and increasing 

levels of outsourcing

ÅThe net result was a 12% decrease in maintenance spend ïthree times the level of ASM 

reduction 
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The Near-Term Impact Of Destocking Will Be Greatest For 
Downstream Suppliers Of Parts And Raw Materialsé
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(10 ï15%) (15 ï30%) (20 ï40%)
Near-term reduction in 

supplier revenues

Fundamental 

MRO demand 

down in 2009

ÅAeroStrategy estimates that OEMs and MRO suppliers will see between a 10 and 40% 

reduction in 2009 due to the industry crisis ïdepending on the position in the supply chain 

and on the supplierôs portfolio

Source: AeroStrategy
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Å 2008 PMA market is down 8% 

versus 2007, from $416M to 

$381M

Å Several factors drove the PMA 

market contraction

ü Capacity reductions

ü Retirement of PMA-friendly 

platforms

ü Airline use of buffers

ü OEM defensive measures

The Fuel Crisis In Combination With The Recession 
Contracted The PMA Market By 8% In 2008
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Air Transport PMA Market ($M)

Source: AeroStrategy analysis

($M) PMA Penetration

(%)

$381 M

$416 M
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Engine
56%

Components
34%

Airframe
7%

Line
3%

Engines Account For Half Of The Air Transport PMA Market
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2008 Air Transport PMA Market

$381M

Source: AeroStrategy analysis, 

AeroStrategy Engine Overhaul Survey
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However PMA Market Growth In Engines Will Likely Slow As A 
Result Of OEM Defensive Measures

22Source: GE, AeroStrategy/OAG Aviation, 

Company websites

2008 GE/CFM Engine MRO Market, By 

Supplier Segment

$8.0 Bn

MOU MRO 

cooperationGE90, CF6, CF34

2007

CFM56-7, CF80E, 

GE90, GP7200

2002-

CFM56 CFM56-5A

CF34, CFM56-2/-3/-5A 

and ï5C

2008

Recent GE Agreements With MROs


