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F
or example, the latest industry sur-
vey from US-based advisory-ser-
vice JetNet iQ, for Q1 2016, shows 
pessimists outnumbering optimists 
by 1.5 to 1, the survey´s most pes-
simistic outlook since 2011. The 
JetNet iQ survey is mirrored in 

the monthly confidence index conducted by UBS 
research analysts, which has shown a deteriorating 
outlook since mid-last year, the index now at levels 
last seen in 2009. These worrying signs chime with 
the latest data from GAMA (General Aviation Manu-
facturers Association) which reports Q1 2016 YOY 
declines of 5% and 7% in business jet and turboprop 
deliveries, respectively.

SOFTENING PRICE OF PRE-OWNED 
AIRCRAFT
One of the main themes emerging from the worsen-
ing industry surveys is the softening price of aircraft 
in the pre-owned market. For all but a few aircraft 
types, this has been a generalized problem for light 
and midsize jets throughout the recession. In the last 
18 months the increasing rate of market depreciation 

has spread to heavy and ultra-long range aircraft. 
Largely immune from the industry’s recession until 
recently, large cabin jets are now also having their 
residual values called into question. Would-be pur-
chasers of new aircraft are unsurprisingly wary of in-
vesting in an asset whose depreciation curve is in flux.

The broader cause of the increasing weakness in 
the large jet market is the economic slowdown in 
emerging economies. Brazil, which has fallen into 
recession in the last year, and China, whose economic 
transition has stalled a 25 year run of rapid growth, 
have dried up as markets for new business jets. De-
mand for new business jets in Russia, which surged 
in the first few years after 2008, has collapsed since 
the Ukraine crisis and subsequent diplomatic isola-
tion and economic reversal. The withering oil price 
has hit the disposable income of business jet buyers 
across Africa and the Middle East. 

The North American and Eurozone economies are 
net beneficiaries of lower energy prices. However, 
that does not hold if the extent and duration of the 
slump pushes emerging markets into recession, as 
global trade and production has become increas-
ingly reliant on growth outside the US and Europe. 

The title to this article borrows from the IMF’s latest outlook for global 
economic growth, and the concern that the weaker the momentum 
in GDP growth, the more vulnerable the global economy becomes to 
the volatility imposed by various external shocks. So far, the economic 
recovery in advanced economies has weathered these shocks, even if 

the pace of growth gets ever more sluggish. In contrast, by most metrics 
the business aviation industry has not yet even recovered from the 

recession back in 2008. And now industry sentiment is indicating that its 
prolonged fragility may give way to a further recessionary dip.
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Administration might mean for confidence in the 
wider economy is another question.

TRENDS IN FIRST QUARTER 2016
Business aviation activity trends in Q1 2016 sug-
gest that a slowdown in the North America business 
aviation market is already underway. As shown in 
Chart 1, total flight departures were up 3.1% on a 
YOY basis, slowing from 5-7% growth rates in the 
previous quarters. The 3% growth came from new 
deliveries to the fleet during 2015, with the num-
ber of business jets, according to Flight Global’s 
Ascend consultancy, increasing by 13% during the 
year. Plainly then, average per aircraft utilization in 
North America has fallen quite significantly.

There is a good deal of variation within this pic-
ture. Business jets under 5 years of age have re-
gained pre-recession utilization rates. Ultra-long 
range jet activity is still growing robustly, flights up 
15% YOY. Gulfstream G650, Global Express and 
Falcon 7X aircraft have increased activity. In con-
trast, Midsize and Superlight jet segment activity 
weakened significantly in Q1. This trend is weighed 
down by the large but moribund fleet of Hawker 
700-900 aircraft. But as the year goes on, the Mid-
size jet segment should be boosted by sales of new 
models into the US market, primarily the Citation 
Latitude and Embraer 450/500.

Business aviation activity in North America has 
also varied by region. As shown in Chart 2, the 
busiest state, California, had over 10% of all activ-
ity in Q1, with more than 70,000 departures, also 
growing over 10% year on year. This reflects the 
relatively strong services and technology sectors 
on the West Coast. Texas, which has historically 
had the largest share of activity, is diminished 
and barely growing, indicative of the stagnant 
oil and gas business. North America’s busiest air-
port continues to be Teterboro on the East Coast, 
which registered 15,200 flight departures in Q1. 
But that activity was flat YOY, in contrast with 
the much faster growth on the West Coast, such 
as the 24% jump in YOY activity at Oakland in-
ternational airport in California.

STALLING EUROPEAN MARKET
Over the Atlantic, business aviation activity across 
the European continent, including the CIS region, 
has continued to stall in 2016. Since flight volumes 
fell as much as a third in 2008, there was some re-
covery in demand in 2010, again in 2013, but cur-
rent activity is now close to where it was in 2009, at 
least 15% below the pre-recession peak. In part this 
reflects the declining size of the active fleet, as sales 

Chart 1: Trend in business aviation activity in North 
America, 2014-2016

Chart 2: Business aviation activity Q1 2016, busiest States 
in North America

Besides, for many of the buyers of large jets in these 
regions, the range and size of the aircraft was tied 
into growth in emerging markets. Reversing trends 
in global trade will put that investment in question. 
Also, even if the advanced economies benefit overall 
from low oil prices, the slump has wreaked havoc 
in their energy sectors, which historically have been 
important customers for business jets.

Besides the economic headwinds, there are also 
host of geopolitical issues clouding the investment 
horizon of would-be jet owners: the possibility of 
Brexit, and consequences for Eurozone solidarity; 
Europe’s migrant crisis and its radicalizing effects 
on political extremism; the spread of terrorist in-
surgency from the Middle East to Africa and in-
creasingly Europe; and in the US, the distraction of 
an ever less predictable presidential campaign. In-
dividually, Donald Trump may well be a tried and 
tested exponent of business aviation, but what his 
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the last 2 years, especially into fractional fleets. Fast-
est growth this year is coming from the lighter air-
craft, such as the Citation Mustang, Phenom 300, 
also older jets including CJ2 and Excel/XLS. There 
has also been strong growth on certain turboprops, 
including the PC12, by far the busiest owner-flown 
business aviation aircraft, and a resurgent demand 
for the Piaggio-Avanti.

As shown in Chart 4, April was a positive month 
for business jet flights from the leading markets in 
Europe, but the year-to-date trend is still negative 
for all but the UK. Top market France is down 1%, 
with movements at Le Bourget declining 6% so far 
this year, although activity at Nice airport is up by 
5%. The UK’s growth is in London, showing up at 
Luton, Northolt and Biggin Hill. In Germany, flight 
activity is well down at Stuttgart and Schoenefeld. 
Meanwhile Russia, Turkey and Ukraine are each 
losing at least 100 business jet flights a month in 
2016. At Vnukovo, business jet flights are down 
15% year-to-date, and at Istanbul’s airports, April 
activity was down by a third.

North America and Europe have at least 80% 
of global business jet activity, but although busi-
ness jet deliveries into other regional markets are 
floundering in the volatile global economy, flight 
activity is still growing fast from emerging busi-

into the region in 2015 were outweighed by retire-
ments and exports of pre-owned aircraft to buyers 
in other regions, notably the US. Declining activity 
trends also owe heavily to falling demand in Russia 
and Turkey, both beset by wider geopolitical and 
economic turbulence. 

But even without the negative effect of large de-
clines in these two countries, the European trend in 
flight activity is trailing 2015 by more than 1%. And 
even this trend is flattered by growth in turboprop 
and piston traffic. Based just on business jet depar-
tures, the rolling 12-month average shown in Chart 
3 underlines how weak business jet demand has 
been in Europe. The sagging demand for medium 
jets and recently also large jets is clearly the main 
cause; small jet activity has actually recovered in the 
last 18 months. The year-to-date trend for midsize 
jets is down 12%, and for heavy jets, down 4%. Very 
light jets, in contrast, are flying 4% more this year.

As in North America, there is a good deal of 
variance behind the aggregate picture. Ultra-long 
range business jet activity is still on a 3-year growth 
sequence, with a last 12-month trend of 6%, and 
AOC flights for these aircraft in April were up by 
as much as 16%. Super midsize jets are also flying 
more, departures up 5% this year. This growth re-
flects significant deliveries into these segments in 

Chart 3: Rolling 12 month trends in business jet flight activity in Europe, year-to-date April 2016
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ness aviation markets. The Middle East is a rela-
tively mature business jet market, and despite the 
regional turmoil, which has stalled new deliveries 
to the region, flight activity is fairly buoyant, up 
4% this year. The business jet fleet in China barely 
grew 5% last year, much less than in recent years, 
but flight activity was up 20% In Q1, with flights 
from Hong Kong, for example, up by 36% YOY. 

INDUSTRY’S OUTLOOK
But whilst it’s interesting to get distracted by 
niche growth, the industry’s outlook for the rest 
of 2016 will come back primarily to core demand 
in the US and a handful of European markets. 
The consensus, in line with slightly declining Q1 
numbers from the leading OEMs, is that 2016 
will be flat at best in terms of aircraft sales. An 
additional 600 business jets should spell more 
activity, except that the inventory for sale, now 
rising above 10% of the active fleet, is largely in-
active. It’s clear that would-be buyers are keeping 
their heads down this year, maybe hoping rather 
than reasoning that economic volatility and po-
litical distraction will blow over. The concern is 
that if the industry stays too slow for too long, 
the next step may be downwards not upwards. n

Chart 4: Business jet activity by country in Europe, April and year-to-date 2016
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