
CORPORATE AVIATION
FINANCIAL TIMES SPECIAL REPORT | Monday October 6 2008

Private jet users are
flying fewer hours,
as the world’s most
privileged air travel-

lers show they are not
immune to the impact of the
turmoil in financial markets
and weakening economic
growth.

At the same time, business
jets are rolling off the assem-
bly lines in North America,
France and Brazil in record
volumes, with the leading
producers comfortably cush-
ioned by order backlogs built
up in the recent years of
very high demand. The most
sought-after jets still have
waiting times of three years
and more.

The jet makers also report
that the stream of new
orders so far this year has
continued to exceed deliver-
ies – the so-called book-to-
bill ratio. That further swell-
ing of order books is thanks
in particular to strong
demand from markets out-
side North America, which
have compensated for the
slowdown in the US.

But signs are emerging
that gravity cannot be defied
for ever.

Business jet service bases
are reporting that they are
selling lower volumes of
fuel, especially in the US, as
private jet flyers and corpo-
rate flight departments
choose to fly less.

According to Honeywell
Aerospace, a large systems
supplier to the corporate jet
makers, recent reports from
the US Federal Aviation
Administration and from
Eurocontrol, the European
air traffic control organisa-
tion, point to reduced busi-
ness aircraft flight activity
in the US and Europe for the
rest of this year and poten-
tially also for 2009.

Honeywell, which released
its annual business jet fore-
cast at the weekend, says:
“Operators appear to be
reacting to economic pres-
sures and unexpected fuel
price increases by reducing
activity and in some cases
putting aircraft up for sale.”

Many flight department
budgets for 2008 had not
accounted for substantially
higher fuel costs. Some had
reported reduced flying
activity or flights at slower
cruise speeds to economise
on fuel and remain within
funded budget levels.

Simon Pryce, chief execu-
tive of BBA Aviation, whose
Signature division operates

the world’s biggest network
of business jet service bases,
chiefly in the US, says the
group saw its fuelling vol-
umes decline by 7 per cent
in the US in the first half of
the year, with a faster
decline of 9 per cent in the
second quarter.

Fuelling volumes are still
about 7 per cent higher in
Europe this year, but the
traffic is reducing, says Mr
Bryce, as European econo-
mies weaken. The growth is
being driven by inbound
traffic – in particular from
the Middle East and Russia.

Wealthy individuals and
big corporations are continu-
ing to fly, says Mr Pryce, but
investment bankers are not
doing as many roadshows.
Those in the financial sector
earning $3m-$4m bonuses
last year who were using pri-
vate jets in their leisure time
were not expecting the
bonuses this year and are
choosing not to fly.

“We see a particular weak-
ness in the charter market,
which is where the marginal
user may go. There was a lot
of fluff in 2007. People were
being flagrant with their
bonuses. That is the bit that
has come out of the market...
We are seeing a cyclical soft-

ness but not a change in the
long-term growth prospects.”

According to the business
jet survey conducted by
UBS, conditions in the pri-
vate jet market have wors-
ened significantly from the
peak levels of last year. UBS
said two weeks ago the inter-
national market appeared to
be following the US down.
The rise in the number of
used aircraft available for
sale and the decline in flight
activity presaged “a signifi-
cant slowing in new-order
activity.”

The shine has also come
off the much-vaunted launch
of the new category of very
light jets in recent months.
The pioneer of VLJs, Eclipse
Aviation of the US, has
this year gone through a
change of ownership, and
the ousting of its founder,
Vern Raburn.

It is currently seeking
more funding at a desperate
time in financial markets. It
has been hit in recent weeks
by the loss of its most impor-
tant customer, DayJet.

The new four-passenger
jets, such as the Eclipse 500,

Cessna Citation Mustang
and Embraer Phenom 100,
are being used by some buy-
ers to create new business
models for so-called air taxi
operations, but the sector
has had a difficult start.

DayJet of the US, the
world’s first operator of a
“per-seat, on-demand” pri-
vate jet service, said two
weeks ago it had ceased
operations until further
notice and had cut most of
its jobs after failing to
secure critical refinancing.

It had taken delivery of 28
Eclipse jets but had plans for
up to 1,400.

Despite the extreme dislo-
cation of global credit mar-
kets, the impact appears to
be more evident for commer-
cial jet buyers rather than
for business jet owners.

Frederico Fleury Curado,
chief executive of Brazil’s
Embraer, said recently: “We
see signals that the custom-
ers’ financing options are
getting scarce.” He added,
however, “We’re seeing less
impact on our business jets,
as those individuals and cor-
porations that we target
have easier access to credit,
unlike the airlines.”

The significant weakening
of growth in private jet fly-
ing this year is reflected at
NetJets Europe, by far the
biggest operator of corporate
jets in Europe.

Bill Kelly, who takes over
this month as NetJets
Europe chief executive, says
the group’s revenue flights
this year grew by only 2 to 3
per cent and are likely to be
flat for the full year – as
against the 10-12 per cent
growth initially expected.
New customers are compen-
sating for slightly lower fly-
ing levels by existing users.

“We have seen some fall-
off in in lifestyle flying – Fri-
day afternoon to Sunday for
skiing or to the south of
France. People are flying
slightly less and are spend-
ing more time in the office.
Life is tougher. Hedge fund
guys are having a tough
time,” says Mr Kelly.

But leading business jet
makers, Canada’s Bombar-
dier, Gulfstream, Cessna and
Hawker Beechcraft of the
US, Dassault of France and
Embraer, remain confident
about the overall prospects
for the private aviation
industry, buoyed by the
demand from markets out-
side North America.

The Honeywell report fore-
casts record business jet
deliveries of nearly 1,200 this
year, up from 1,020 last year
and rising to between 1,300
and 1,400 in 2009.

Jack Pelton, chief execu-
tive of Cessna, says: “We
have indeed seen the first
effects of softening in the
US, with used aircraft prices

Private flying hours
are falling but jet
manufacturers’
order books are
still bulging,
says Kevin Done

Growth falters as crunch bites

’Those individuals
and corporations
that we target
have easier access
to credit, unlike
the airlines’

and flight hours dropping
somewhat and some inven-
tory growth. However, this
is being offset by strong
demand in international

markets, which now repre-
sent 50 per cent of our busi-
ness, compared with 30 per
cent, historically.

“Companies and individ-

ual buyers in new EU coun-
tries, in eastern Europe, and
in Russia are buying lots of
smaller aircraft, not just the
big models they used to

focus on. Demand in the
Middle East and China is
strong, too. Growth will
probably slow but there will
still be growth.”
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