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The National Business Aviation As-
sociation (NBAA) surely hopes that

the US business aviation market’s new

launch headliner, ‘Wheels Up’, is a me-

taphor for the improving fortunes of

an industry that has struggled for the

last 5 years to emerge from recession. 

Wheels Up is Marquis Jet’s founder

Kenny Dichter’s new venture, which

has set its sights on shaking up the

entry level of the private aviation mar-

ket with a charter fleet of more than

a hundred King Air turboprops. Dich-

ter’s mid-summer order to Beechcraft

exceeds $1bn, but the best bit is as a

shot in the arm for the light aircraft

market. This is the industry’s mainstay

and has been moribund for several

years.

Signs of an incipient recovery in the

North American market have been fo-

retold before. The US economy hasn’t

fired on all cylinders since the 2008

crash, but corporate profitability had

recovered by 2011, sparking hopes of

a turnaround at that year’s business

aviation convention. Alas no recovery

came, and the economy continued to

wobble in 2012. This time last year the

industry was still reeling from the ban-

kruptcy of Hawker Beechcraft.

The pace of economic recovery in the

US has quickened this year, and al-

though GDP growth hasn’t yet reco-

vered its long term trend, the stock

market finally surpassed its 2007

peak. This has not yet translated into

increased overall business aviation ac-

tivity in the US. There is a link at the

top end of the market, however,

where renewed confidence in the

long-term profitability of America’s

biggest corporations appears to be

reflected in stronger sales, pricing and

usage of large aircraft.

But this is not new to 2013.  The in-

dustry’s leading manufacturers of

large cabin and long-range private

jets, notably Gulfstream and Bombar-

dier, have increased sales since 2011.

The headlines have been about ex-

ports to emerging markets, particu-

larly with China’s appetite for

premium aircraft. But in terms of

numbers, the core demand for large

aircraft over the last 18 months has

been in the domestic market from US

corporations looking to upgrade and

renew their fleets.

The vitality at the top end of the mar-

ket has also been buoyed by the

growth in the wealthiest strata of the

population, despite the poor economy.

During 2012 the number of billionaires

in the US grew 5% and the ultra weal-

thy population, with $30m+ in net as-

Finally wheels up for the
world’s largest business

aviation market?
Emerging from the a 5 year recession

The core demand for large aircraft over the last 18 months has been 
in the domestic market from US corporations looking to upgrade and renew their fleets. 

The vitality at the top end of the market has also been buoyed by the growth in the 
wealthiest strata of the population, despite the poor economy.
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sets, increased by 4%. High net worth

individuals have traditionally been the

primary driver of business aviation,

particularly for the newest, most ex-

pensive and highest performance air-

craft. 

In these aircraft segments, utilisation

has increased sharply even during the

last two years of stagnant overall ac-

tivity. Indeed this year’s 15%  growth

in flights on ultra long range aircraft

exceeds last year’s 8% growth on 2011

activity. The Bombardier Global Ex-

press has been the linchpin of this

fleet the last decade, and is still in-

creasing in popularity. Its Global Se-

ries successor will compete with the

newly arrived $65m Gulfstream 650

which is now operational in the US

charter fleet.

The size and spending power of the

super affluent is forecast to continue

exceeding GDP growth in the US, and

the positive correlation with business

aviation is a trend which the industry’s

big players are clearly taking se-

riously. Last month Vista Jet, which

specialises in operating and charte-

ring brand new Bombardier jets, an-

nounced its intention to invest $600m

in its first fleet expansion from Europe

to the US, in partnership with US-

based Jet Aviation Flight Services. 

But the flip side to the benefits of

super-affluence for business aviation

is it hardens a one-dimensional asso-
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tainties affect the SMEs most of all. 

This tepid, mass-market demand for

business aviation in the US is appa-

rent across a host of industry indica-

tors: deliveries of light jets are

forecast to be flat on 2012, at best;

pricing for used models is around

50% down on pre-recession levels; in-

ventory for sale remains upwards of

12%. Utilisation is also still falling,

some 6-7% year-on-year across key

light and midsize jet segments. The

two heavyweight manufacturers in

these segments have suffered com-

mensurately in 2013.  Cessna  cut back

its production of Citations, and

Beechcraft halted Hawker jet produc-

tion altogether.

Small business confidence has increa-

sed slightly since the depths of the re-

cession, but the US National

Federation of Independent Busi-

nesses (NFIB) confidence index was

at 94 points in August, still 8 points

down on the pre-recession average.

Only 25% of surveyed firms indicated

plans to increase investment. While

this does not have a specific link to

use of aircraft, it tallies closely with

the buyer uncertainty prevalent

across recent business aviation indus-

try surveys.

All the same, the picture in terms of

aircraft utilisation is not as gloomy in

the detail. Yes it is true that usage of

older aircraft types such as the Lear

Jet 31, Citation Bravo, and Beechjet

400 continues to fall this year. But de-

mand has risen for newer light jet mo-

dels such as the Citation Mustang,

Eclipse and Phenom 100. These are all

classified as ‘very light jets’ (VLJs),

and as a group this segment is set to

ciation of business aviation with

luxury. It may be a reputation that has

attracted the showy rich and famous,

but unfortunately it has discouraged

many more corporations from even

considering aircraft ownership, des-

pite potential benefits. It has also

meant that the industry’s distress du-

ring the recession fell on deaf ears. US

President Barack Obama instead

played to the public perception of a

fat-cat industry which deserves extra

tax and regulation. 

Still, a silver lining to the stigma asso-

ciated with outright aircraft owner-

ship is the apparent resurgence of

shared ownership alternatives. Frac-

tional ownership providers such as

NetJets, which all but collapsed in

2009, are back in the game. So far in

2013 they have added 50% more new

customers than in 2012, although ove-

rall business is still 20% down on the

2007 peak, NetJets’ $10bn+ invest-

ment in new aircraft orders in the last

18 months is a rock-solid mark of

confidence in the long term growth of

this model.

NetJets rival, Flight Options, has also

prospered, growing profitably throu-

ghout the four-year recession. Follo-

wing this September’s purchase of

Bombardier’s fractional operator,

Flexjet, by Flight Options’ parent

company Directional Aviation Capital

of Cleveland, it is now NetJet’s only

major, direct competition. The conso-

lidation in the fractional operators’

market is indicative that scale is es-

sential to make this business work.

The timing and swiftness of this

consolidation may also indicate that

investors are now confident that a

growth cycle is resuming.

But all this good news is primarily li-

mited to just the top end of the mar-

ket. The rest of the industry is still in a

slump. In fact the contrast, both in

terms of deliveries and utilisation, bet-

ween large and small aircraft has en-

couraged some to suggest there will

be a permanent bifurcation in the in-

dustry. This would result in solid de-

mand for the long-range, large cabin

and exclusive features of large jets,

but stagnation for the rest, at least

until the tide of economic recovery

lifts all the boats not just the yachts. 

If this is true, the obvious problem for

the US market is that most of the fleet

and most of its activity is operated on

small aircraft. Moreover, the argument

that business aviation is a business

tool is dependent on the potential

cost-efficiency of putting executives

on a light jet charter rather than an in-

convenient airline schedule. The

NBAA won’t find any high ground in

the debate if they’re left with only a

billionaire’s time saving on interconti-

nental private jet flights. More than

anything, the industry needs its own

‘mass market’ to recover.

The issue is that business aviation’s

mass market customer is the small

and medium sized enterprise, and

these are the companies most cau-

tious about the economic recovery.

This business sector was worst-hit by

recession, and its retreat from busi-

ness aviation usage is what pulled the

carpet from light aircraft manufactu-

rers, most notably Hawker Beechcraft.

No one disputes that the US economy

is recovering, but few would disagree

that it is fragile.  The attendant uncer-
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travel further. But in essence it is an

entry-level aircraft targeting the

emerging market of small and me-

dium sized enterprises which need

business aviation but are cagey of any

investment. Wheels Up is also betting

on the market’s inherent trust in the

King Air’s outstanding lineage. The

200 model has been in operation

more than 40 years and is still by far

the most flown aircraft in the North

American fleet. 

Wheels Up intends to give entry level

customers a chance to dip just a toe

in the water. With a sign-up fee of

$15,000 and sub-$400 hourly usage

costs, the standard customer will

spend in total less than just the asset

price of the entry level NetJets frac-

tion. It is still a commitment, and to

repeat its 2012 annual growth rate in

activity of close to 15%.

Amid the collapse in light jet activity

during this recession, this increasing

popularity of VLJ aircraft is good

news for the industry. These aircraft

lack the fixtures and fittings of the

stereotypical private jet, as reflected

in their lower price tag. What they do

deliver is the essential business avia-

tion proposition: the convenience of

tailor-made schedules on point-to-

point connections. Indeed they im-

prove on this with unprecedented low

operating costs and access to short

and unpaved runways.

This brings us back to Wheels Up. The

launch product is not technically a

VLJ.  The King Air 350 is certainly not

a jet. It will cost more, carry more, and

that extent Wheels Up is gambling

that most light aircraft charter custo-

mers would not prefer to stay in the

ad-hoc charter market. But as the

overall market turns and the mass

market emerges from the woodwork,

they may find they can bet on a

much larger customer market than

before. ■
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