International Civil Aviation Organization

| ( : {! O North American, Central American and Caribbean Office

WORKING PAPER

NACC/DCA/12 — WP/08
24/06/24
Twelfth North American, Central American and Caribbean Directors of Civil Aviation Meeting
(NACC/DCA/12)
Placencia, Stann Creek District, Belize, 9-11 July 2024

Agenda Item 8: Challenges to Air Connectivity in the Americas Panel
AIR TRANSPORT SITUATION IN THE NAM/CAR REGIONS

(Presented by the Secretariat)

EXECUTIVE SUMMARY

This working paper presents the current status/ situation of Air transport in the NAM/CAR
Regions in comparison to its recovery after the COVID-19 Pandemic, highlighting the current
tendencies and forecast and the challenges observed at the intraregional connectivity in the

region.
Strategic e Economic Development of Air Transport
Objectives:
1. Introduction
1.1 The promotion of a strong and economically sustainable aviation industry is essential for

socio-economic development, facilitating tourism and trade, generating employment and business
opportunities, and improving consumer choice.

1000 1 _ s o 1.2 The recovery of passenger and
- : A cargo travel has been asymmetrical
among the regions and within the
NAM/CAR Regions, representing
particular challenges to assess and act
on.
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2. Discussion
World passenger traffic collapses with Year 2020 and 2021 results:
unprecedented decline in history World total passenger traffic
World passenger traffic evolution 2020 vs. 2019: Unprecedented operating loss of
1945 - 2023 USD 112 billion in 2020

— Overall reduction 0f50% of seats offered by airlines
— Overall reduction of2.7 billion passengers {60%)

— Approx. USD 372 billion lossof gross passenger operating

revenues of airlines 5w 1
2021 vs. 2019 S
— Overall reduction 0f40% of seats offered by airlines - 29,
— Overall reduction of2.2 billion passengers {49%) F
— Approx. USD 324 billion lossof gross passenger operating 2016 2017 2008 2019 2020 F:,Z::m
revenues of airlines B Operating revenues B Operating expenses.
Apr km  Aug Ok Dec| Feb B

11

USD (billions)

Aan

2.1 The year 2023 has been marked with a strong recovery in air travel since the COVID-19
pandemic. In particular, international travel has gained significant momentum after a long period of traffic
decline. ICAQ’s latest analysis also reveals new insights into aviation for 2023, revealing that air traffic on
most routes had already reached or surpassed pre-pandemic levels by the end of the year. This is aligned
with ICAQO’s earlier prediction of an almost complete recovery of passenger air traffic on a global scale by
the end of 2023, namely around 95 per cent of 2019 pre-pandemic levels.

12

— lcaofo

2.2 Traffic recovery in the NAM/CAR Regions also showed resilience in 2023, with total
passenger traffic in terms of departures recovering to around 91 per cent of the pre-pandemic level,
according to the ICAO big data dashboard. International and domestic passenger trafficin NACC recovered
to approximately 86 and 93 per cent, respectively. The air cargo traffic in 2023 recorded 91 per cent of
the 2019 level, in the region. Appendix to this Working Paper presents other recovery graphs for
consideration

Global traffic recovering close
to pre-pandemic levels

Overview of Passenger Evolution
Y

Passenger traffic

ICAO’s latest analyses reveal
that air transport seat capacity
and passenger totals globally
have reached pre-pandemic
levelsin Q1 2024

Passenger operating revenue

ICAQ’s |atest analysis reveals
E t  that despite high fuel prices and
i 3 economic uncertainties, airline
total operating profits in 2023
are estimated at USD 516
billion, close to the 2019 levels

Source:lCAO Big Data dashboards and analysis

2.3 The Caribbean and Central America have presented a quite different recovery rate —
passengers - in comparison with the North American Region.
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Total passenger services traffic by The Americas 2022 vs 2019
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Total non-scheduled passenger services traffic by The Americas 2022 vs 2019
Total non scheduled passenger traffic by subregion 2022 vs 2019
k 7,000 P
é 5,000 > A +2.6% 46600
% 000 4,209.0
259 ¥ 17%
o 157.0' zi:s/{’ 3808 3559
Source: ICAO, Air transport reporting forms (ATRs) A and AS
te: i b) d scheduled and hedt traffic
Note: the number of passenger is given in millions
— icaoéo
a) North America: The recove ry in the Number of international non-stop departures (round-trip) to/from the North American Region to the 25
traffic has been different among the .
regions:
e North America-Europe: +1.6%
e North America-The Caribbean:
+2.0%
e North America-Middle East:+15.0% .
e North America-Africa:+5.8%

T —.
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Top ten of city pairs by round trip to/from North Americ&urope, 2023 vs 2019

Top ten of city pairs by round trip to/from North Americ€aribbean, 2023 vs

2019
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The main traffic performed among North America and
Europe and well as among North America and the
Caribbean have a steady recovery and increase from pre-

COVID-19 trends
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Top ten of city pairs by round trip to/from North America Middle East, 2023 vs 2019
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6 new city pairs that were not performed in 2019
such as: to/from Doha: Boston, Philadelphia,
Miami, Dallas, Washington and New York; Qatar
Airways being the main player in this performance,
as a consequence of its expansion plan for
2023/20224. Qatar airways has code sharing
partnerships with American Airlines, JetBlue
Airways, and Alaska Airlines

icaoéo

Top ten of city pairs by round trip to/from North America Africa, 2023 vs 2019

09
I — 1.9 f“’l&l%

Casablanca-New York
Accra-New York
Casablanca-Montreal

Addis Ababa-Washington (US) DC

Cairo (EG)-New York

E—— o A 7%
s s2%
-O'ZT 0s A +315%
e 05 A +15.6%
s A 4%
L my 30
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Algiers-Montreal
Dakar-New York
Casablanca-Washington (US) DC

Nairobi-New York

Johannesburg-New York

Source: OAG

Note: the number of departures are given in thousands. 2019 m2023

80% of the region market (to/from North America and
Africa) is shared by: United and Delta (17%); Royal Air
Maroc (15%); EgyptAir (11%); Ethiopian (10%), Air France
,and Virgin Atlantic (4%).

The main traffic performed among North America and
Africa is with African countries from the North of Africa
such as Algeria, Egypt and Morocco.
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Number of | Number of
Round Trip (To/From ) Number of Number of 2023 2019 Round Trip (To/From) departures | departures 2023 2019
North ica Region STOPS | dey 01| (%)share | (%)share h America Region |sToPS 2023 2019 (%)share | (%)share
North America-Europe INON STOP 1,564,874 1444081 99.3%| 98.8%| |South America-South America INON STOP| 217,937 229,898 95.3%| 89.8%|
11305 18173 om| 1% 1| Twoss|  asose a5 101%
2| 26 48 0.0%| 0.0%| 2| a1 458
Eur th America Total 1,576,205 1,462,302 |South i ith rica Total 228,691 256,110
North America North America [NONSTOP 753486] 902062 G304 957%  [south America-Europe NONSTOP| 161437 165887
1 56656 0433 706 a3y 1 azsa|  aast
) s6 oo ooy ) asie| 243
North C ica Total 810,198 h ica-Europe. 169,307 171,772
North America-The Carlbbean [nonsTOP| 232,883 85.5%) [South America-The Caribbean INON STOP| 25,817 17337
1 1148 14.1%) 1 29| 8163
B 1076 0% B 1203 361
3| 581 0.1%| 3| 864
4 137 0% b ibgan Total 3809, 257
5| 18 0.0%| South America-Middle East INON STOP| 6,786 848
o i w9| s
North i ribbean Total 506,1; th i liddle East 7,225 2,724
[North America-Asia Pa INON sTOP 324,896 432322 97.9%| 94.4%| [South America-Africa INON STOP| 5471 5539 [
6690 25239 200 s 1 71 70| :
3 106 50 0| oo% ) o8 1%
4 54 128 0.0%| 0.0%| South ica-Africa 6,182 6,107 [ 0.2%|
5| 198 208 0.1%| 0.0%| South America-Asia Pacific INON STOP| 1,164 3179 | -18.2%| 26.4%| 56.6%)|
North ica Total-Asia Pacific 331,944 457,977 1] 3,237 2432 (4 5.9%| 73.6%| 43.3%|
North America-South America INON STOP 164,554 171,304 97.9%| 95.1%| 2| 3 0.1%|
1] 3514 h ica-Asia Pacific 3,401 Se14[¥  48%
North i rica Total 168,068
North America Middle East [NoN'sToP 31,358
___________ I - The Middle East is the Region that is pulling up the non-
North ic lidd) t 121,635 5 i i
forth Ameries Mide v 268 sy Stop traffic frqm North America ar-1d Sout‘h America, as part
1 2182 o 2504 of the expansion plans of Qatar Airways in The Americas.
) o 0%
North America-Afri 19753 - There is room for improving the connectivity between

8 North America and the Caribbean, some highlights are the
= raise in the non-stop departures, however 14% is 1 stop,
the highest share among all the regions.

b) Central America:

Number of international norstop departures (roundtrip) to/from the Central America
subregion to the rest of the regions of the world, 2023 vs 2019
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Top ten of city pairs by round trip to/from Central America -Europe, 2023 vs 2019
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80% of the central America/Europe market is shared
by Aeromexico (12%), followed by European carriers
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[Central America-Asia Pacific [NONSTOP 3482 3822 : ,m# To00% 887 - Connectivity between the Caribbean and South America
e YT Y Y 2 improved significantly during the period, in part due to

the expansion plans from Arajet and Copa Airlines with
its Colombian brand.

- Central America and Europe were the only markets that
showed positive growth rates in all the categories, as a
result of the growth in European tourism in the region.

icacBo
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2.4

c) Caribbean:
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Number of international nostop departures (roundtrip) to/from the Caribbean

region to the rest of the regions of the world, 2023 vs 2019
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Arajet shared 7% of the market, while Intercaribbean
Airways 5%. Avianca holds 23%, followed by Copa
airlines (12%).

Caribbean airlines and Copa airlines (under its brand of
Copa Colombia) are the most dynamic carriers, Copa

29

Caribbean to/from South America have become
more dynamic, from the top ten city pairs,
there are 5 new city pairs in 2023 that were not
operating in 2019

Top ten of city pairs by round trip to/from the CaribbearSouth America, 2023 vs 2019
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The freight has an annual increasing rate since the Covid-19 Pandemic:

-

Number of revenue freight tons

2019

23

Total freight services traffic by The Americas 2022 vs 2019
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Total non-scheduled freight services traffic by The Americas 2022 vs 2019
Total nonscheduled freight traffic by subregion 2022 vs 2019 Total nonscheduled freight traffic by subregion 2022 vs 2019
50 . 16,000
*7.2% 12,3674
8% 200
2 2200 "g’
H
= 1661 = 1000 93660
3 3
i S s
: w S
_g -E 4,000
5 £
= 44265% A+613% .
01 03 0s 24
o The Caribbean Central America South America ° North America
01 o1 04 1661 2019 93660
o 03 24 B w2 23674
Souke IcAO, Arr transport reporting forms (ATRs) A and AS
Nute the number of freight tons is given in thousands
37
TH_ AVIATION 0, —_—
r ! BENEFITS 35%
BEYOND Airtransport carries around
S " 35% of world trade by value and
BORDERS less than 1% by volume?, ,A TA
According to ATAG, supporting delivery of medical equipment to help in the e — A||’ Cargo Market AnalyS|S January 2024
global response to the coronavirus pandemic, airlines, airports and aircraft ot ok e s
manufacturers have mobilised resources in novel ways to ensure the delivery The new year kicks off with a promising start for air cargo
of critical medical equipment. In the course of a few months, over two million
tonnes of medical and Covid-specific cargo have been transported worldwide, «  Global air cargo demand kicked off with an impressive 18.4% year-on-year (YoY) growth in January. The
with some airlines operating all-cargo flights for the first time in their history, 1% industry therefore experienced the highest annual growth in cargo tonne-kilometers (CTK) since the 2021

or using passenger aircraft for cargo-only services. hy volume summer season. Seasonally adjusted (SA) CTKs grew 3.2 month-on-month (MoM).

«  International CTKs expanded YoY both globally (+19.8%) and across all major trade lanes. The annual growth
was championed by routes and carriers mvolvmg the Middle East and Asia
On the capacity side, i (ACTK) rose by 14.6% YoY last month, in
Jarge part thanks to the continued expansion of international passenger belly-hold capaci

ATAG underlines that 46,400 Special cargo flights transported some 1.5
million tonnes of cargo, mostly medical equipment, to areas in need during

the height of the pandemic response. «  The expansion in traffic compared to January 2023 was supported by easing inflation across major
@8 3 % @ economies. It continued to outpace YoY growth i trade and production figures.
o b il [=} «  Industry-wide air cargo yields declined by 10.4% relative to the previous month, with no apparent upward
g Y 3 pressure from the Red Sea Shipping Crisis.
Source: I-atag_abbl b ital. paf
Air cargo market in detail - January 2024
World
January 2024 (% year-on-year) January 2024 (% ch vs the same month in 2019) 39
share’ —

CTK ACTK CLF (%-pt) CTK ACTK CLF (%-pt) CLF (level)

TOTAL MARKET 100.0% 18.4% 14.6% 14% 2.8% 5.5% -1.2% 45.7%

Africa 20% 17.0% 19.4% 09% 273% 4.4% 78% 43.1%

AsiaPacffic 334% 246% 25.0% -02% 03% 126% 58% 446%

Europe 21.4% 164% 125% 19% 23% -112% 5.0% 55.5%

Latin America 28% 134% 66% 21% 11.0% 1.4% 30% 344%

Middie East 135% 259% 17.1% 31% 122% 134% 05% 439%

North America 270% 3% 38% 22% 42% 66% -10% 435%

International 86.6% 19.6% 18.2% 0.7% 4.0% 5.2% -0.6% 49.6%

Africa 20% 168% 195% -1.0% 284% 53% 80% 44.4%

AsiaPacific 295% 230% 28.0% 21% 27% 125% -49% 50.9%

Europe 21.0% 169% 13.1% 19% -26% -119% 56% 576%

Latin America 24% 14.2% 59% 30% 115% 87% 1.0% 403%

Middle East 134% 259% 172% 30% 122% 135% 05% 441%

North America 17.9% 145% 118% 11% 52% 72% 09% 464%

Note 1: % of industry CTKs in 2023
Hote 2: the total industry and regional growth rates are based on a constant sample of airlines combining reported data and estimates for missing observations. Airine traffic is allocated according to
the region in which the carrier is reqistered: it shoukd not be considersd as reaional traffic, Historical statistics are subiect to revision

Latin American carriersexperienced a 13.4% increase in cargo volumes compared to January 2023,
a notable increase compared to the previous month’s gain (+6.4%). Capacity in January was up 6.6%
compared to the same month in 2023.

— 1cr0éo
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2.5 Intra regional and Inter Americas traffic:

Intra Region America

Top ten city pairs (round trip) Intra Caribbean, 2022 Top ten city pairs (round trip) Intra South America, 2022 34

1200 1,087
450 a02.2

10284 oo, 0
2 1000
350
800
;gg . 649.9 6485 578.9
19%6.3 1844 1800 173.1 sm
. B 387.5 3805 379.1 3665
150 ' o 650 -
100 ‘ n
H [ o I I I I
0 0
. b o . . R > & o
& ¢ <
& 7 )

Top ten city pairs (round trip) Intra Central America, 2022
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Note: the number of passengers are given in thousands.

Inter Americas

Top ten city pairs (round trip) Inter South America and The Americas, 2022
Top ten city pairs (round trip) Inter North America and The Americas, 2022
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2.6 Long term Traffic forecast
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Long-Term Recovery
- Air passenger demand in 2024 is forecasted to be around 3% above 2019 levels, and could reach 4% if the pace of
recovery strengthens in the routes that have not yet reached pigandemic levels. This translates to a Compound
Annual Growth Rate (CAGR) of around 0.5% over the 2012024 period.

- RPKs forecasted to grow at 4.0% CAGR over 20242050 period.

2023

&
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Long-term Passenger Forecasts:

- RPKs have reached 93% of pre-pandemic levels
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Global _

- RPKs (Revenue Passenger Kilometer) grew by 30% in 2023 vs. 2022
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Long-term Passenger Forecasts:
Latin America/Caribbean
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3. Challenges for the continuous development of Air Transport

Consumers
demand for better

— icaofo

— cr0o

3.1 The current challenges to air transport development in the CAR Region, particularly on
enhancing passenger air connectivity intraregional, requires a more coordinated and regional approach
toward the proper application of ICAO guidance on fees and charges, liberalization, competitiveness
factors among some elements. In this regard the Meeting is invited to review the following draft

conclusion for States adoption:

CONCLUSION NACC/DCA/12/xx
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IMPROVING AIR TRANSPORT ACTIONS IN THE CAR REGION

What:

in the region by addressing aviation infrastructure deficiency;

Expected impact:

That: Political / Global
a) States implement effective economic regulation and | L Inter-regional
oversight and apply good regulatory processes, taking into Economic
consideration the best practices within and outside the region; O Environmental

) ) ) o Operational/Technical
b) States make efforts towards improving air connectivity




c) States progress the liberalization of air transport in the
region;
d) States implement ICAO’s policies on charges, and

incorporate the four key charging principles, i.e. non-
discrimination, cost-relatedness, transparency and consultation
with users, into their national legislation and regulation;

e) States promote consultation between airports/ANSPs
and airlines in setting charges, as well as transparency in sharing
information for meaningful and effective consultation;

f) States recognize the difference between charges and
taxes, implement ICAQO’s policies on taxation on international air
transport, and avoid proliferation of taxes;

2) ICAO continue to raise awareness and increase States’
understanding of ICAQ’s policies and guidance on charges and
taxes, with an objective to enhance the implementation by States;
h) ICAO make efforts in providing information and
analysis on the form of economic oversight adopted by States in
relation to the evolution of user charges to allow regulators to
make more informed decisions; and

i) ICAO, together with LACAC and other aviation
stakeholders, to identify and implement regional mechanism for
States and industry to address issues and challenges faced in
economic regulation and oversight as well as tackle infrastructure

gaps.
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Why:
To support the sustainable and continuous air transport development in the region
When: NACC/DCA/13 Meeting Status: Valid / O Superseded / [ Completed
Who: States X ICAO [ Other:
4. Suggested action
4.1 The meeting is invited to:

a) note the information provided;

b) amend as necessary and endorse the proposed Conclusion; and

¢) provide direction as deemed necessary.
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APPENDIX
AIR TRANSPORT RECOVERY RESULTS

Global traffic in 2023:
A recovery from the pandemic shock

b o

PASYS 30% 91%

Airline Revenues Passenger traffic Aircraft
25% annual growth in passenger 30% annual growth in 2023 91% annual increase in aircraft orders
fEVENUES 93% of pre-pandemic levels in 2023 10% annual increase in deliveries
Revenues in 2023 expected 7% above 3% above 2019 levels in 2024 95% of pre-pandemic aircraft in service,

2019 levels

Ica08o

Source: JCAO Big Data dashboards and analysis

Traffic by region and State

Number of flights by State

Number of flights by region
(International and domestic, 2023)
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Number of flights by airports
(International and domestic, 2023)
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Number of flight by State
(International and domestic, 2023)
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Global airport traffic
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Number of flights by airports
(International, 2023)
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Traffic - Latin America/Caribbean
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Number of flight by State
(International, 2023)
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— A3 —
Airport traffic:
Latin America/Caribb®an
2 ] ? i From Country
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