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But just as Brexit presaged an unexpectedly strong 
economic growth in the UK, the shock of Trump’s 
win quickly rebounded into a significant rally in 
the US stock market, with the S&P 500 posting its 
biggest election-to-inauguration streak since Bill 
Clinton’s days. The business aviation industry had 
broadly favored the Republican candidate, and in 
surveys taken since November there is an unmistak-
able turnaround in sentiment from both owners and 
operators. Indeed, coming off a long run of increasing 
pessimism since 2015, the latest polls show industry 
practitioners at their most confident since 2011.

POSITIVE RIPPLES
The positive ripples from Trump’s victory are now 
not hard to see. A big infrastructure program, in-
cluding airports, is going to boost corporate revenues. 
His intended tax cuts will disproportionately benefit 
the ultra- wealthy individuals capable of purchas-
ing business jets. A reflated economy will support oil 
prices, and indeed Trump’s foreign policy, especially 

if he renews sanctions on Iran, will see the barrel 
price head back towards 100US$. Not good news for 
energy importing economies, but a certain bonus for 
the US energy sector, as well as the balance sheets 
of the global oil exporters which in better times were 
great markets for new business jet sales.

What’s good for the US market is not necessarily 
a bonus for the global business jet market – even if 
the US share of new aircraft deliveries is now creep-
ing above 60 percent. Promise of a Trump-fueled 
fiscal expansion of the US economy will accelerate 
the US Fed’s interest rate program and with it the 
greenback’s appreciation. That will dampen US ex-
ports, and may particularly concern the business jet 
manufacturers with large international exposure 
such as Gulfstream and Bombardier. They would 
have benefited from the likely support of a Clinton 
administration for Export-Import bank financing, 
which Trump has signaled his intention to dismantle.

As well as making US-manufactured aircraft more 
expensive, a rampant dollar will also imperil the debt 
sustainability of various emerging markets such as 
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could boomerang. Government spending can only 
go so far before interest rates start getting pain-
ful. Much may depend on the willingness of for-
eign lenders, not least the Chinese, which makes 
Trump’s fighting trade talk perilous. A protection-
ist shift has already seen the US exit regional trade 
agreements with Asia and Europe. Trump’s signa-
ture wall with Mexico will further complicate life 
for US corporations, especially those off-shoring 
production facilities across the border. If Trump 
engineers a collapse in global trade, all bets are off 
for growth in the US economy.

So far, at least whilst the US economy sticks to the 
rails, the macro picture looks quite good for busi-
ness aviation. But at the micro level, the industry 
still faces a severe problem of excess supply. In short, 
far too many aircraft have come off the OEMs’ pro-
duction lines in the last 10 years. It will take more 
than a quick economic stimulus to clear the decks; 
the OEMs will need to take further pain in cutting 
production to correct the imbalance. Until they do, 
prices will continue to languish, sapping residual 
values and discouraging new business jet purchases.

Likewise, flight activity trends in the last year ap-
pear to reflect an industry on- hold. As shown in 
Chart 1, the two key business aviation markets failed 
to get much traction in 2016, the US a little more 

Chart 1: Long terms trends in business jet activity in North America and Europe

Brazil and Turkey. Other BRICs such as China and 
India may benefit from their currency’s relative 
competitiveness, and the strong trend in US domes-
tic consumption. But these countries are still rela-
tively tiny Business Aviation markets, constrained 
primarily by domestic barriers, whether import 
taxes, infrastructure and skills shortages, airspace 
limitations, with corruption scandals undermin-
ing demand. Russia and Middle East are bigger 
markets for business jets and both will benefit from 
higher oil prices in 2017.

EUROPE AND THE U.S
For Europe, Trump’s election adds fuel to the 
populist fire. With Italian Prime Minister Renzi 
carried away in Italy’s referendum, the next flood 
barriers are the Dutch, French and German elec-
tions during 2017. The jury is still out on the re-
percussions of Brexit, but it’s no surprise to see UK 
businesses holding back on investments, business 
jets included. Besides Brexit, the economic recov-
ery cycle across the Eurozone continues to be de-
pressingly anemic. Given these conditions, it was a 
surprise to see Honeywell’s rather positive annual 
survey of Europe’s aircraft purchasing intentions, 
taken in November last year. Back in the US, there 
are also warning signs that the Trump stimulus 
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continues to be the most frequently flown Business 
Aviation aircraft. Together with the King Air 350, 
the PC-12 is increasingly employed in short-haul 
shuttle flights, a semi-scheduled product which is 
starting to diffuse Business Aviation into the tradi-
tional airline market.

Also in Europe, as shown in Chart 4, business 
jet activity can be distinguished by stagnant trends 
in owner flights but discernible growth in charter 
demand. The decline in owner flights is steepest 
in the older midsize, heavy jet and entry- level air-
craft. There has been an almost direct migration of 
demand to newer ultra-long range, super-midsize 
and very light jets. As in the US, the Challenger 
300 and Phenom 300 are the mainstays for this 
demand. The distinctive feature of the European 
charter trend is the VLJ, with on-demand flights 
up more than 15% in 2016. This contrasts with the 
US, where VLJ activity has been declining, with tur-
boprops preferred as the entry-level aircraft for air 
taxi operations.

Charter demand will again be the growth factor 
for Business Aviation activity in 2017. The glut of 
under-utilized aircraft, low fuel cost, and a more ex-
pansive economy offer a good opportunity for those 
looking to disrupt this market. Fleet consolidation 
is one option, with Gama’s acquisition of Land-
mark probably setting a trend; high fixed operating 
costs, and the challenge of getting deadhead sectors 
anywhere below 30%, clearly favour scaled-up and 
geographically distributed fleets. Alongside, the 
relentless tide of regulation – NCC in Europe this 
year, ADSB coming up in the US – will also encour-
age operator consolidation in what is still a highly-
fragmented supply-side.

than 1%, whilst Europe flat-lined. Elsewhere, Eu-
rope’s regional emerging markets– Russia, Ukraine, 
Turkey – are still in reverse. Business jet demand 
in the Middle East has been surprisingly resilient 
amid so much regional upheaval, and Asia-Pacific 
is a growth market, but off a tiny base. Business jet 
demand from both South America and Africa last 
year suffered from the effects of the crash in oil and 
commodity prices.

CHARTER ACTIVITY
Notable in the slow overall trend in North America 
is the underlying growth in various forms of Char-
ter activity. This has been true of the last few years: 
combined Part 135 and Part 91K operations have 
maintained a last 12-month growth trend of at least 
5 percent, as shown in Chart 2, whilst owner activ-
ity, almost 70 percent of all flights, has fluctuated 
around zero growth. Considering the steady in-
crease in the overall fleet of active aircraft, that flat 
trend is an accurate indicator of declining utiliza-
tion as many owners effectively parked their aircraft 
for sale. The solid growth in charter suggests that 
many other would-be aircraft owners are instead 
looking to ad-hoc solutions for their flight require-
ments. The aircraft driving the growth in North 
American activity, as shown in Chart 3, feature the 
most popular light and midsize jets in the largest 
Part 135 and 91K fleets. A third of the Challenger 
300 platform’s activity comes from Part 135 opera-
tors like XO Jet, with the influx of the Challenger 
350 boosting activity by 20 percent this year. The 
Phenom 300, the industry’s top-selling jet the last 
3 years, and a major part of Net Jets’ fleet rejuve-
nation, shows similarly strong growth. The PC-12 

Chart 2: Growth in Charter demand in North America
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Beyond the physical consolidation of aircraft 
fleets, it’s the virtual consolidation of supply, which 
is powering the most interesting growth in charter 
demand. The headline has been provided by Jet 
Smarter, the world’s first ‘flying unicorn’ following 
its USD $105M financing in December 2016. Jet 
Smarter gets classed within an increasingly diverse 
category of online charter platforms. Where Jet 
Smarter is distinctive is that its membership model 
requires it to manage an increasingly large but vir-
tual fleet capacity. Whereas other online brokers are 
getting some traction by matching spot market de-
mand to availability, Jet Smarter has pre-purchased 
sufficient idle or distressed capacity, in an effort to 
guarantee lift to its members whenever they want to 
fly. The Jet Smarter city shuttle, to which its mem-
bers get free access, has rapidly expanded in 2016, 
with transatlantic as well as Middle East connec-
tions being added to established routes within the 

Chart 3: Most active business aviation aircraft in North America

Chart 4: Business jet Charter and Private flights in Europe
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US and Europe. Operators such as Wheels Up and 
Surf Air have already demonstrated the popular-
ity of membership-based shuttle services, but Jet 
Smarter has the greater agility to grow, able to pop-
up new shuttles wherever supply and demand make 
sense. These are not the Ubers of Business Aviation, 
and the industry’s regulatory rigor is unlikely to li-
cense that model in any case. But they are one of 
several disruptors to import elements of the sharing 
economy to Business Aviation.

SLOW-GROWTH ENVIRONMENT
Almost a decade on from the crash, many in the 
Business Aviation industry have resigned them-
selves to a deflationary, slow-growth environment. 
The long- awaited J curve recovery is still two cor-
ners on; no one expects much to change in new 
aircraft sales in 2017. That makes sense because, 
notwithstanding the benefit of a short-term eco-
nomic stimulus, there are no significant signs that 
ownership demand is going to come back. But it 
could be a different story for activity trends, par-
ticularly for chartered aircraft. Higher performance 
aircraft and scaled-up operations are having an 
impact. But the most important and positive dis-
ruption is coming from the online aggregation and 
marketing of spare capacity. A combination of these 
factors could see Business Aviation breaking out of 
its traditional silo in 2017. n


