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How to Forecast in a
Cyclical Industry

David Prevor — Head of Market
research and forecasts
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What an aircraft manufacturer needs to forecast
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Long term : launch of new products Short term : production rate
increase / decrease
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Airbus Market Research & Forecasts

20-year passenger aircraft demand for 26,900 aircraft
worth US$ 3.3 trillion

Fleet size
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Single-aisle replacement waves: Replacements needs
Influenced by past deliveries cycles but ....

Single-aisle replacement assuming retirement @ 25 years
700
600 Other
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500 DC-9
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137TNG
300 m 737-300/-400/-500
m737-200
727
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707
m/57

... each airline has its replacement policy
... production rates smooth the peaks
... hew products postpone/advance some replacements needs
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The Global Market Forecast is a long-term forecast which
accounts for potential crises

World annual traffic (RPKs - trillions)
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Monitoring

2008
Julyh Sep}gmber

- High private consumption - $147/bbl oil price in July
- High demand for raw material - Acceleration of subprime crisis
- Increased wages - “Black September” (Lehman Brothers, ...)

- Increased inflation

- Start of subprime crisis - (2) Energy bubble
- (3) Housing bubble

: - (4) Financial bubble
- (1) Economy overheating

« Any of these 4 events could have led to a recession
« All 4 happened in 07/08 with (3) and (4) at the same time
« (3) and (4) burst led to a rapid deepening of recession




Example of short term forecast (done in Jan 2009)

World air traffic growth (%RPKS)
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but the economical impact of the crisis was already known

2fm- Source: ICAO, Airbus Market Research and Forecasts

eserved. Confidential and proprietary document.
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Economic, traffic and orders are correlated

Real GDP growth (%)
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Order volatility vs production planning

Orders growth (%)

Deliveries growth (%)
250%
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.... orders are more and more volatile
... deliveries are more and more stable

Years between order and delivery

1071 1074 1077 102N 1022 102A 1020 1002 10085 1002 20N1 20NA 2007 2010

... today’s backlog offers a better visibility to aircraft manufacturer

served. Confidential and proprietary document.



Conservative production planning & Backlog
management helps against downturns

B Boeing/MDC deliveries

m Airbus deliveries
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Source: IHS Global Insight (December 2011), Airbus

A two-speed world

Real GDP growth (%)
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Source: IHS Global Insight (March2012 data), OAG (ASKs data), Airbus

Emerging markets are leading the way in terms of
passenger traffic

Passenger traffic evolution (year-over-year)
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Conclusion
r

Short term : production rate

Long term : launch of new products :
increase / decrease

The Glabal Marke! Forecastis a long-tenm fonescas i
accounts for potental cnses

Average effect

Included in
growth potential

Single-aisle replacement waves: Replacements neads

Production rates g
Replacements conservative

needs driven by 5 o approach &
past cycles LTI TL7 Backlog

- pirn st s smeonth the paaks.

L eI | management

Cyclesare hug[e to stay but their impact can be managed
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