The Economic Impact of COVID-19

On September 23, 2020, ICAO published a report estimating the economic impact of COVID-19 on
the civil aviation industry, as well as different scenarios towards a possible recovery in 2021.

The conclusion of the report is that the COVID-19 crisis is unprecedented and its impact has already
surpassed that of previous crises such as SARS, the 9/11 terrorist attacks and the 2008 financial
crisis. This means that, effectively, it is as yet unknown what the recovery will look like and in what
timeframe it will happen, in particular with the second peak of infections currently experienced in
Europe.

The data presented in the report — and gathered from different sources — shows that the global
impact of the pandemic is far-ranging:

e Airlines have seen a reduction of travelling air passengers (both international and domestic)
of between 57% and 61% in 2020 compared to 2019 (source: ICAO) and a 54.7% reduction of
revenue passenger kilometres (both international and domestic) in 2020 compared to 2019
(source: IATA)

e Airports have lost around 60% of travelling passenger traffic and 61% of revenues (about
USS 104.5 billion) in 2020 compared to business as usual (source: AC/)

e There has been a decline in international Tourism receipts of between USS$ 910 and 1,170
billion in 2020, compared to the USS 1.5 trillion generated in 2019, with 100% of worldwide
destinations having imposed travel restrictions (source: UNWTO)

¢ Global trade has experienced a fall of global merchandise trade volume by between 13%
and 32% in 2020 compared to 2019 (source: WTO)

e Thereis a projected -4.9% to -5.2% contraction in World GDP in 2020 (source: IMF and
World Bank)



Estimated impact of COVID-19 on civil aviation compared to 2019 (source: ICAO)

Compared Seat capacity (%) Passenger number (million) Passenger revenue (USD, billion)
to 2019 Total International | Domestic Total International Domestic Total International | Domestic
1Q 2020 -15% -17% -13% -240 -93 -147 -30 -17 -13
2Q 2020 -78% -92% -68% -1,003 -470 -533 -130 -82 -48
3Q 2020 -55% -74% to -74% -40% to -825 to -450 to -453 -375 to -115 -81to -82 -34to-34
to -40% -833 -381 to
-55% -116
4Q 2020 -40% -55% to -71% -30% to - -556 to -293 to -362 -262 to - -79 to -56 to -68 -23to -30
to 35% -691 329 -98
-49%
Total 2020 -48% -61% to -65% -38% to -2,624 -1,306 to -1,318 to -354 -236 to -249 -118 to
to -39% to -1,378 -1,390 to -125
-50% -2,768 -374
1Q 2021 -21% -33% to -59% -13% to -321to -186 to -299 -135to -48 to -37 to -58 -12to -24
to -29% -562 -263 -81

-41%

Due to the unprecedented width and depth of the global pandemic, it is nigh on impossible to make
predictions, but ICAO has developed a number of scenarios to look at how global passenger
numbers could recover in the first quarter of 2021.

These scenarios are as follows:

Scenario 1

International

Path1: Smooth capacity recovery by picking up pent-up demand but at a diminishing rate of growth.
Pathla: Capacity to start with smooth recovery but then turn back down due to over-capacity
Domestic

Path1: Swift capacity rebound pushed by pent-up demand but at a diminishing rate of growth
Pathla: Capacity to start with smooth recovery but then turn back down due to over-capacity
Scenario 2

International

Path2: Accelerating the return to trend growth after slow progression of capacity recovery

Path2a: Capacity recovery at diminishing speed due to respite and continuous demand slump
Domestic

Path2: Gradual capacity recovery, followed by the acceleration of growth

Path2a: Capacity recovery at diminishing speed due to sluggish demand growth



The model based on these scenarios as recorded by ICAO are as follows (Note: baseline refers to
predictions made on a business-as-usual basis and Reference refers to airlines’” most recent
expectations and is based on the latest updates of airlines schedules filed — which change weekly):

It is worthwhile noting that airlines seem to be more optimistic than the scenarios proposed by ICAO

and that, if things go their way, we should see passenger numbers begin to grow again fairly
significantly by the end of Q1 2021.

Passenger Number (thousand) - World Total International + Domestic

Month Baseline Scenario 1 Scenario 1- Path a Scenario 2 Scenario 2 - Path a Reference
Compared to: 2019 2020 Baseline 2019 2020 Baseline | 2019 2020 Baseline 12019 2020 Baseline 2019 2020 Baseline | 2019 2020
January 2021 |23,386/16,161 -147,586|-124,200|-131,425-221,437 -198,051 -205,276 -192,448|-169,062 -176,287 -218,495 -195,109 -202,334 -95,723 |-72,337 |-79,562
February 2021/29,227 78,495 -124,177-94,950 -45,682 -187,623-158,396-109,128-165,207 -135,980 -86,712 1-201,119-171,892-122,624-92,678 -63,451 -14,183

March 2021 20,105 218,305 -121,728-101,623 96,577 -184,998 -164,893 33,307 -156,770-136,66561,535 |-215,211-195,105/3,094 |-82,428 -62,323 (135,877

1Q 2021 72,718 312,961 -393,491 -320,773/-80,530 -594,058 -521,340 -281,097 -514,424 -441,707 -201,463 -634,824 -562,107 -321,863 -270,828-198,111 42,133

ICAO believes that countries with strong domestic and/or intra-regional traffic are likely to recover
more quickly than those with a predominance of international routes. This is mostly due to countries
having a tendency to shut down international borders but keeping domestic flights up to keep on
stimulating the national economy, but ICAO also found that domestic traffic tends to be more
resilient and recover faster than international traffic.

Similarly, regions with high intra-regional traffic (traffic within a region) are expected to recover
more quickly than those with high inter-regional traffic, which bodes well for Europe as intra-
regional seats make up a majority of seats on offer (see chart below).
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The recovery will be long and, until a vaccine is developed and rolled out to people, it is impossible
to make sound predictions on what the recovery may look like. But the report published by ICAO
offers an insight into the trend throughout 2020 as well as possible scenarios in 2021 (the full report
can be found here).



