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Flight Path 2009: Trends and Predications for the Coming Year
With the way 2008 is wrapping up, it seems everyone is looking towards the new year with a mixture of hope and trepidation; surely 
2009 couldn’t be any worse, yet it certainly doesn’t seem to be getting any better.  The aviation industry, for which the past year has 
been marked by the largest swing in fuel prices ever witnessed, the formation by merger of the largest airline on Earth, dras-
tic capacity cuts and numerous bankruptcies, is particularly attuned to the potential and precariousness of 2009.  Optimists 
and pessimists are waging their annual debate, and only the passing of the next 12 months will decide who wins.

Echoes of 2008, Looking Back, Looking Forward
What is certain - and what bears repeating at the peril of redundancy - is that 2009 will be defined largely by the events of late 
2008.  The recession, felt in every corner of the globe will determine the economic fortunes of both businesses and individuals,
and the debate over how long, how deep, and how destructive it will be, will still be in full swing on New Year’s Day.  Moreover, 
the close of the holiday season will provide a more detailed picture of the state of consumers and travelers, which will present a 
closely-watched indicator of the state of the global economy in early 2009.  

America has a new President, whose policies and style of governance will mark a striking shift away from the last eight years, 
and the ramifications of which will be magnified by the current crisis and be strongly felt across the world.  Signs point toward 
investment in infrastructure, greater regulation, and a rational, pragmatic approach to a government-aided economic recovery, 
leaving many wondering whether this will extend to the airline industry.  However, even amid US political optimism, the global 
landscape remains volatile and marred by instability and unrest - two factors which historically have a negative effect on travel.

The airline industry will have to deal with these macroeconomic and geopolitical circumstances, of course, but it will have several 
serious industry-specific holdovers from 2008 to contend with.  The roller coaster ride the price of fuel took in the last three quar-
ters of 2008 will continue to affect the industry, compounded partially by the proliferation of fuel contract hedging.  Capacity cuts 
instituted to maximize load in a season of astronomical fuel prices and high travel will collide with shrinking demand in the early 
winter months of ‘09, and likely with considerable effect.  The increasing acceptance of ancillary revenues among both consumers 
and legacy airlines in 2008 (LCCs were way out ahead of that strategy) has laid the groundwork for further ancillary expansion 
in 2009, further leveling a cost-based playing field for LCCs and their legacy competitors.  And finally, the lingering credit crisis, 
which came to an icy peak in October, will likely continue and curtail large-scale capital improvements for airlines, while pervasive 
uncertainty may spark another round of consolidations.  That is definitely on the cards.

In short, 2008 has set the tone for 2009.  Of course, the new year is bound to hold surprises no one can anticipate – not 
even us - and it is likewise bound to feature wholly new permutations for the airline industry.  Loyalty programs, even in an envi-
ronment that will place a high premium on price competitiveness, will encounter innovations to restore them to prominence.  
Major airlines, in the midst of what seems to be the most severe recession in 30 years, may actually turn a profit.  Some 
are already showing signs.

2008 was the year of mounting challenges, of slow descent followed by rapid decline.  We think 2009 will be a year of two faces
of continuation and regeneration, of despair followed by hope.  No one can know exactly what to expect, so the industry must pre-
pare for all eventualities.  We certainly are.  And based on what we know and have experienced in 2008, we have prepared a 
summary of trends, predictions affecting air travel and the airline in industry for 2009.

We are pleased to share our knowledge with you, and hope you find this information valuable and informative.

Wishing you and the airline industry a prosperous 2009! 

Raphael Bejar, CEO and founder of Airsavings, S.A.
Paris, December 15, 2008

Introduction

Raphael Bejar, CEO
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At the top of almost every trends list for 2009 (and at the top of almost every trends list since 2006) is the fuel 
situation.  The difference this year, of course, is the reversal of the fuel price trend.  Many analysts and operators 
viewed the run-up in crude oil (and thus Jet-A) prices as a function of demand, relegating one of the largest fixed 
costs to constant dominance.   While that may be true in the long term, 2008’s third quarter volatility illustrated 
just how disruptive a severe drop in prices can also be in the short-term.  Airlines that had bet on a steady rise in 
fuel prices or those burned by the sharp increases in the spring and early summer turned to hedging as a 
mitigating strategy, locking into prices that, after the fall, are now too high and have caused the opposite result.  
And even those airlines that didn’t get stuck with pricey contracts still must recoup the expenses associated with 
the summer’s $150 a barrel oil. 

Our prediction:
Based on the current demand-driven lows, it can be assumed that fuel prices will rise at least moderately in 2009, 
likely concurrent with (or slightly ahead of) an increase in passenger demand.  Airlines will also likely compensate 
for 2008’s fuel-based shortcomings by keeping fare prices steady or higher, even if fuel prices continue to plumb 
their multiyear lows.  Should the recession persist and demand for both crude oil and air travel not spring back 
enough to cover the capacity cuts made late in the year, look for airlines to reduce fare prices - cushioned by low 
fuel costs - in an effort to maximize load, although the fuel surcharge line-item is likely to remain.

Just as the first and second quarter of 2008 demonstrated the benefits of fuel hedging in the aviation industry, 
the collapse in commodity prices brought about by the recessionary aspects of Q3 and Q4 underscored the risk 
associated with the practice.  Moving into 2009, airlines may well revisit the wisdom of high-percentage hedging, 
or, conversely, invest more resources into the development of a sustainable, effective hedging strategy.  

Airlines like Southwest and Lufthansa dedicate a significant amount of time and energy to playing the fuel mar-
kets, allowing their hedge positions to be somewhat insulated from the worst of the market volatility.  While 2008’s 
crude oil highs and the successes of airlines like Southwest fuelled a hedging bandwagon, the subsequent 
collapse of fuel prices has left many other airlines in a burdensome 2008 fixed cost position.  It’s interesting to note 
that Southwest, despite its “golden” status, was also impacted by hedging.  How long each airline is saddled with 
this cost structure is, clearly, dependent upon the individual airline, but the unraveling of 2008 hedges will 
certainly affect the overall industry.

AtAt
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The waning months of 2008 saw massive capacity cuts from the legacy airlines trying to improve margins amid 
high operating costs and declining demand.  The Official Airline Guide estimates that 275 destinations will be cut 
worldwide by the end of 2008 , with airlines shedding 7% of all flights and seats from the global network in the 
fourth quarter alone.  That is an incredible number and the effects of this strategy will reverberate well into 2009, 
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The contraction of the legacy network combined with 

recessionary demand for rock-bottom ticket pricing 

presents a unique opportunity for LCCs, yet again.

as few airlines have plans to add back capacity in the near term.  Indeed, many of the most prominent US lines 
plan to continue trimming routes into the first quarter of 2009, with Delta, Southwest and United all announcing 
significant reductions (9%, 5% and 11%, respectively) .  

This translates, simply, into higher fare prices and fewer options available to consumers;  US system-wide capacity 
cuts are forecast to correspond with an 8% to 10% increase in base fare and fees .   In Europe, the picture is the 
same, if not quite as drastic; capacity cuts across the European system have doubled in 2008, to 6.5%.  Unfort-
unately, it does not seem to translate comparably into profits for legacy airlines, many of which anticipate hedging-
related losses in 2009 to be only partially mitigated by existing and planned capacity reductions.  2009 will 
determine whether low cost carriers will step into the vacuum created by departing legacies and leverage their 
operating model to restore profitability to abandoned routes.  In other words, the contraction of the legacy network 
combined with recessionary demand for rock-bottom ticket pricing presents a unique opportunity for LCCs, yet again.
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  The Unbundled Airfare and the Primacy of Ancillary Revenues

Ancillary revenues garnered more media attention and more mainstream acceptance this year than in any other.  
What was once the exclusive purview of roguish European discount carriers is now de rigueur for nearly every airline 
across the globe.  Fuel prices accelerated the adoption of ancillary revenue development strategies among the staid 
American legacy carriers, making ancillary revenues central to the overall operating strategy of almost every airline, 
a universal trend unimaginable outside of the most prescient LCC circles just a few years ago.  The inevitable 
consequence of such broad integration is the realignment of the ancillary industry; if what was once innovative is 
now commonplace, a new idea must arise.  The primacy of ancillary revenues has laid the groundwork for a very 
ancillary-based 2009.

Has the unbundling of the standard airfare been successful?  Not in every case, although most airlines have 
discovered that passengers are willing to pay and handsomely in some cases, for goods and services previously 
included in the ticket price, including onboard entertainment, a live-ear reservation process, even a checked bag.   
Checked bag fees have been a highly-visible success story for the industry in generating revenues, but not neces-
sarily a success in consumers’ eyes.   American Airlines generated $70 million in ancillary revenue from checked 
bag fees in 3Q ‘08 alone, while United projects grosses in excess of $300 million for 2009.  

Of course, European LCCs have consistently been the standard-bearers of ancillary revenue development and 
unbundled airfares.  American got a lot of attention this year, for instance, for a checked bag fee that has been a 
central to Ryanair’s strategy for almost a decade.  And ancillaries are not relegated to the western hemisphere 
upstart Asian LCCs have wholeheartedly embraced the no-frills philosophy of European standouts like easyJet and 
SkyEurope, a strategy that has propelled airlines like AirAsia to prominence in a high-growth region. 

While this unbundling has been central to the rise of ancillary revenues, the bread and butter of the ancillary in-
dustry continues to be the value-added services that enjoy a unique symbiosis with air travel: the proverbial Big 
Three of hotel reservation, car hire and trip insurance.  In fact, 72% of airlines worldwide currently derive 
ancillary revenue from commissions earned on rental car and hotel room bookings, and the Big Three account for 
the majority of the total worldwide market for ancillary revenues, estimated to be in excess of $1.7 billion.  2009, 
with its capacity squeezes and soft demand giving way to a slow recovery, is fertile ground for the widespread 
expansion of ancillary revenue development programs.

Ancillary revenue strategy, by definition, will always strive to identify the next viable new revenue generation point.  
To date, the most fruitful areas have been those described above: the Big Three of the booking path and unbundled 
fares.  This trend will surely change, though in directions we cannot anticipate.  

Some of the new ancillaries we can see coming are:

     Exclusive online retail sales, or spot sales
     Onboard connectivity (WiFi access, mobile phone privilege)
     In-cabin dining upgrades, particularly on trans-oceanic routes
     Airport lounge passes
     Reinterpreted, revenue-based loyalty programs

6AnAn
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  Slow Rise in Fare Prices

The increase in ancillary fees and services has in 2008 (and will in 2009) contribute to a rise in nominal or real 
fare prices for the consumer. Net airfares are predicted to rise on average 6% to 8% over 2008 levels with variations 
across global regions .  Ancillary revenue proliferation will not be the only culprit; capacity reductions and of course 
fuel price holdovers will also be central reasons for fare increases.  This trend also hinges on the strength of the 
global economy: if the recession should linger, airlines will be under more pressure to reduce fares in order to in-
crease load, which has been trending down even in the face of capacity cuts.  Airlines have been reticent to enter 
a destructive price war, a trend which will favour low cost options in the new year.

7T

  Profitability: Not as Unrealistic as You Might Think8That said, profitability has historically not been out of reach for airlines during a recession.  If the operating 
environment tilts favorably to low cost carriers (with their preferred low fare and lean operating margins), it is the 
legacies that seem to be closest to profitability.  American is projected to post a fourth quarter profit this year, and 
even with declining revenues may see an increase in margin next year.  United is also expecting to post a small 
profit next year if fuel prices hold at their current levels .

The European picture isn’t quite as rosy.  The IATA predicts the industry will lose nearly €1 billion in 2009, or more 
than 10 times the losses of 2008, owing to the earlier onset of recessionary conditions in the major EU economies.
There are brighter spots, however, notably in the LCC subset.  Ryanair is projected to earn 10 cents a share in 2009 
to correspond with an increase in traffic to 60 million passengers .  Aer Lingus, even amid takeover talks with 
Ryanair, may not post a loss in the new year after gaining union concessions and making operational cost cuts.  With 
the right strategy and the right cost structure, profitability is at least attainable in the forthcoming year.

  More Consolidations?9So with profitability attainable, will 2009 see more or less consolidations than 2008?  This year’s flashiest headline 
was the Delta-Northwest merger; might next year’s be British Airways and Quantas (whose talks began in early 
December  and is being greatly contested)?   Challenging economic environments tend to weed out the weak and 
unprofitable, but the ongoing credit crisis and historic cash shortages make takeovers and mergers harder to 
execute. For the US, an incoming administration that promises greater oversight and more regulation might not be 
as amenable to another mega-merger, yet the current government bailouts of the financial and auto industries 
has sparked conjecture of a similar intervention for US-based airlines in 2009.  

In Europe, a British Airways merger or takeover of some sort seems inevitable, as the UK giant continues its simul-
taneous pursuit of Iberia and Quantas.  Alitalia, the troubled national airline of Italy, has just been sold to an Italian 
consortium that is reportedly seeking a foreign minority shareholder.  Likewise, the current tumult in the Argentinian 
airline industry that has resulted in the outright nationalization of Aerolineas illustrates the challenging operating 
environment faced by airlines even in a high-growth market like South America.  Another factor to bear in mind is 
the pending second phase of the Open Skies agreement (yet to be ratified by the US), that would allow for greater 
foreign ownership of US domestic airlines, which could eventually result in true transatlantic airline conglomerates.  
At any rate, count on at least a handful of smaller consolidations worldwide, if not one big, headline-grabbing 
merger in 2009.
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AIR TRAVEL

brighter spots in the aviation industry in 2008 was Latin America; YTD passenger revenues in the region 
grew by more than 16% over 2007, and a few of the globe’s best-performing airlines operate in the region.  LAN of 
Chile (but with operations in many South American countries, including Peru) and Volaris of Mexico have enjoyed 
considerable growth, even as their US and EU counterparts have shed capacity and profits.  Look for these prominent 
lines and others to continue making waves in the region throughout 2009, as the continent remains one of the 
industry’s best prospects for market expansion.

10One of the One of the

Airline loyalty initiatives, generally manifested as frequent flier programs, are at once an airline’s greatest asset 
and stickiest liability - and due for a massive overhaul.  These programs are representative of an airline’s most 
loyal, and thus most lucrative customers, often business travelers that are less price-sensitive than their leisure 
counterparts.  In addition, they are direct avenues of communication between this core contingency and the airline, 
allowing for marketing message dissemination, preference management, and revenue opportunities.  Yet FFPs and 
other loyalty programs have languished in negative perception and underutilized balance sheet space. Redemption 
should spike as passengers become more cost-conscious in a recession, but 2009 may hold an even greater 
evolution for loyalty.

Airlines are moving in two directions with loyalty initiatives: toward both fare-based accrual and incentive-based 
redemption.  The first is manifested by disassociating ‘miles’ from loyalty units, and rewarding those customers 
that spend the most with an airline.  This means basing unit accrual on amount spent - more miles for a better seat, 
as it were - rather than a static measure of miles travelled.  The latter area is developing along with programs 
designed to engage frequent fliers in unique ways, whether through private retail sales or exclusive offerings. Privilege 
Outlet, which provides exclusive access to online private retail events for loyalty members while simultaneously 
providing an outlet or mile redemption, is a good example of such a program.

Airline loyaltAirline loyalt

  Hola? Latin America is Calling

  Loyalty Programs Evolve Toward Prominence
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Even with the uncertainty in Argentina, South America as a whole continues to warrant optimism from industry
analysts.  Latin America saw traffic growth in October of this year of 4.5%, a decline over last year but still better
than declines in the North American, African, and Asia-Pacific regions .  While the overall air traffic in the region
has been driven by commodity transport and other cargo (which will suffer during the recession), Central and 
South America has seen substantial development of the passenger base over the past 5 to 10 years, which 
augments the area’s long-term prospects.  This is perhaps the region of the globe best positioned for growth in 
2009 and beyond, and represents the best investment in development.
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and designers are finding new ways to increase passenger comfort, and new ways to delineate cabin space within an 
aircraft. Miniscule changes in seat width, length, and shape can radically alter the perception of flight, and technology 
is hastening these changes into cabins across the globe.  Moreover, airlines that have segmented the cabin into more 
than just the traditional two classes need subtler differences in legroom and personal space to sell, beyond the lim-
ited exit rows and bulkhead seats.  

Aircrafts, the structural basis for air travel, are themselves changing in response to the operational environment.  With
the fuel crisis of 2008, manufacturers scrambled to develop more efficient planes that used less and less precious
fuel.  This trend dovetailed with a global awareness of environmental concerns, resulting in a visibility boost to those 
airlines that invested in cleaner carbon and emissions-efficient craft.  Those airlines with the youngest fleets (i.e., 
Spirit, Atlas Blue) were insulated from the fuel price spike by the efficiency of their new airplanes, and are now in a 
better operational position than their peers.  Even legacies that have decreased the age of their fleet by other
means - like the new Delta, whose merger with Northwest enabled it to ‘park’ older, less efficient aircraft- are poised 
to benefit from savings in fuel and maintenance costs (Delta projects an increase in cash flow of $2 billion 
attributable to equipment  and route optimization through 2012 ).

Another trend in aircraft design is also pegged to a trend in airline operations: ancillary revenues.  Airplane architects 

14Aircrafts thAircrafts t

The Sum of Parts:  Jets, New Designs and More
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Airport trends are mirroring in-cabin trends: as technology makes more facilities and services available, airport 
design and layout are being marshaled to optimize the sale of these conveniences.  With the rise of limited-time lounge 
passes, airport lounges are being set up to cater more to these short-term guests than to the frequent fliers of the past.  
Check-in lines, kiosks, and baggage check areas are also areas of focus.  Expect more kiosks and shorter lines for 
those passengers willing to pay for the privilege, and a more streamlined checked baggage process as airlines 
encourage passengers to partake in the new pay-for-play service.

Airports are also becoming more geared toward retail opportunities.  Duty-free 
areas are growing and spreading, an excellent example of which is Heathrow’s 
terminal 5, which feels more like a mall with an airport attached as an afterthought. 
The evolution of loyalty initiatives to incorporate better redemption opportunities 
will likely inform airport retail efforts, while the use of spot sales may also contribute 
to the airport-mall trend.



16The business travel outlook for 2009 will depend on the emotional reaction of the market players: Will hotel directors 
trust their yield management systems or drop prices when demand drops? By how much will companies really reduce 
their number of trips to cut costs? Will airlines return to unprofitability because of high oil prices, leading to airfare 
increases? The Travel Industry Association projects a 2.7% decline in business travel demand next year, which is 
slightly better than the 4% decline estimated for this year but does not move toward resuscitating the business 
travel industry .  

Corporations are likely to continue cutting back on meetings and events spend in light of the economic downturn;
however, rate changes in this sector will closely mirror t
to rise only in concurrence with inflation, and car hire r
markets as a result of aggressive competition between
business travel in Europe, Asia and the US through at l
catastrophic destruction of demand.  Rather, business travelers will seek the bargains where they can, and take 
individual responsibility for cost conservation on the ro

Last But Not Least, Business Travel

17, it is a time-honoured and functional tradition to predict what the new year will bring.  Some of the tren1717
we have identified here will seem woefully out of date by July 2009, and some will be recognized as the prevailing 
direction of the industry, perhaps going in 2010.

But one thing of which we are certain is that there is no certainty to be had.  This past year has compounded that 
uncertainty - volatility in the economy being the forecaster’s mortal enemy.  That said, we expect 2009 will build on 
both the successes and failures of 2008, for better and worse.  Low cost carriers will continue their ascendancy, for
a variety of reasons.  Fuel will continue to be at or close to the top of airline’s list of concerns, if only ecause last year
was dominated by the subject.  Loyalty will become a new watchword, even as the industry devolves toward a price-based
competitive environment.  Engineering and operational strategies will hasten and strengthen the prominence of the 
ancillary revenue, as will the rise of à-la-carte airfares and the total unbundling of ticket prices. And innovations will 
abound, often from unexpected places.  

2009 may prove to be just as volatile as 2008, with recessionary demand pressures bumping up against capacity 
cuts and unanticipated operating costs, but we cannot know for certain.  But passengers will continue to fly, and 
airlines will continue to develop and perfect ways to make flight profitable and efficient. 

The new year, as always, promises new horizons and new opportunities - for no industry is this truer than for aviation.

Bon Voyage 2009

www.airsavings.net
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A Word in Closing

New challenges bring new opportunities.  The global economic climate is affecting different industries in different ways,

but there are many useful lessons in what we’ve seen and experienced in 2008.  One is to learn from our mistakes 

and another is to embrace change for the better.

Heading into 2009, we must remember that while some things cannot be changed, we have the technology and 

knowledge to improve our products and services, and our operational models whether they are low-cost or legacy.

We need to find the courage to make things happen, rather than wait for others to take the lead, or until it is 

already too late.

So let’s look at 2009 as a year of reinvention for the airline industry as we look to new revenue drivers, new consumer

purchasing behaviours, new technologies and a new perspective on how to create sustainability throughout every 

aspect of our operations.

Let’s make 2009 a great year for airlines - and for the airline industry’s great return.

Raphael Bejar, CEO
Airsavings, S.A.  
Paris, France
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Footnotes
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About Airsavings – Ancillary Revenue Solutions for Global Carriers

Airsavings specializes in facilitating the two fundamental operational imperatives of the airline industry: cost reduction and rev-
enue generation.  As the air travel industry has become more competitive and more reliant on emerging technology at both the 
front-end (sales and distribution) and the back-end (procurement and purchasing), Airsavings has helped airlines maintain their 
competitive edge and begin to evolve toward a new, e-commerce operating model. By assisting airlines in unbundling their core 
services and providing a speedy, cost effective platform on which to offer ancillary services, the company allows its clients to 
swiftly and easily develop alternative revenue streams.  And by employing one of Europe’s most successful group buying systems, 
Airsavings helps member airlines obtain competitive pricing on critical goods and services. 

Created in 2001 by airline industry professionals to serve the growing needs of small to mid-sized airlines, Airsavings is focused 
on improving the profitability of these airlines through new and innovative ancillary revenue streams, cost reduction and group 
purchasing strategies. By combining the purchasing volume of participating airlines, Airsavings was the first to apply to the airline
industry a successful concept already in use in the auto, chemical and hospitality industries. 

The founders of Airsavings have a sophisticated and extensive knowledge of the airline industry and the specialized demands of 
group purchasing and ancillary revenue development, which collectively spans more than 60 years. Operating in Europe, Asia 
and expanding into the US market, Airsavings will play an increasingly significant role in creating and facilitating new revenue 
streams and profits for more and more low-cost carriers.

Airsavings group buying expertise, combined with the knowledge of airline internet booking engines, has uniquely positioned 
Airsavings in the area of ancillary revenues - now a vital lifeline for airlines. Airsavings proprietary industry platform called Airline
Plus, enables carriers to deliver a multitude of ancillary services found most useful and with the greatest potential for mass 
adoption and profitability.

With experience, passion and vision, Airsavings is an indispensable ally in the effort to maximize profits amid bigger competition, 
changing business models, draconian cost structures and increasing consumer demands.  Through its ancillary revenue devel-
opment platform and cost reduction group buying strategies, Airsavings is proving to be the complete solution for low-cost and 
mid-sized airlines.
Other Airsavings brands include;
EasyAdHoc ™ – Adhoc flights made easy for flight ops and charter departments
Airport VIP Lounge - Airsavings offers intermediate-sized carriers independent access in more than 48 European airport lounges 
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