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Welcome
It is once again my pleasure to introduce the latest update of IATA and Tourism
Economics’ joint Passenger Forecasting service. Our service combines IATA
Economics’ renowned analysis of airlines and global air travel markets and the
leading economics and tourism forecasting of Tourism Economics, part of the Oxford
Economics group. This combination offers you the best possible understanding of
trends in air travel markets over the coming 20 years.
From just one route and one passenger on the 1st January 1914, the industry served
over 65 billion passengers in its first 100 years. In a stark illustration of how a once
daring activity for the few is now an opportunity for the many, the next 65 billion
passengers are expected to take to the skies before 2030 – well within our forecast
horizon.
We continue to see a bright future for air passenger demand, which will see the
industry’s center of gravity shift further eastwards towards the fast-growing markets
in Asia Pacific.
However, the future is not without risks and uncertainties, not least on the political
front. Our scenario-based forecasting approach is invaluable in investigating plausible
paths for aviation’s future growth in a range of possible environments. The structure
of our forecasting model allows us to construct bespoke scenario analysis as well,
tailored to your specific needs.
As before, the emphasis of this Global Report is on giving you the knowledge that you
need to make informed decisions for the future. This report is just one part of our suite
of products (for full details, see our website: www.iata.org/pax-forecast). Our focus
remains on making it easy for you to incorporate our insights into your analysis and
decision-making processes.
I hope that this Global Report and Forecasting Service continues to be your guide to
meeting the market challenges to come.

Brian Pearce
Chief Economist, IATA
Geneva, October 2018

If you have any questions or comments on any aspect of the Passenger Forecasting service, please contact:
David Oxley					
Senior Economist, IATA				
oxleyd@iata.org 					
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David Goodger
Director, Tourism Economics
dgoodger@tourismeconomics.com

Introduction
Details of our coverage

Our forecasting framework

October 2018 update

Our forecast service contains annual
forecasts of air passenger flows for almost 4,000 country pairs over the next
20 years on an origin-destination basis1.
Our main focus is on the largest country-pair relationships – those where at
least 1,000 passengers a month currently travel between them (on a bi-directional basis). These are the present-day
powerhouses.

Our approach boils down the myriad factors that will combine to shape air travel markets in the long run into just three
main drivers; doing so offers a simple but
powerful framework to think about longterm trends in the industry.

The remainder of this report provides an
overview of our main forecast numbers
and stories. Additional details can be
found in the accompanying global PDF
report.

Our forecasts also include almost 800
country pair relationships that, while below our threshold of 1,000 passengers a
month at present, we assess are likely to
exceed it over the coming 20 years. The
following word cloud depicts the countries that make up these country pairs,
where the size of the lettering for each
country indicates its relative prominence
in our list of upcoming markets; the ‘markets of tomorrow’. As this report will explain, it is no surprise that the most prominent countries in the word cloud are from
the emerging world.

Most factors that will influence air travel markets in the long run, from shifting
dynamics in energy markets to structural
economic reforms, will affect air markets
through one of the three following channels.

A detailed overview of our forecasting
framework can also be found in the report
accompanying this update.

LIVING STANDARDS

+
POPULATION AND DEMOGRAPHICS

+
PRICE OF AIR TRAVEL

The ‘markets of tomorrow’

The passenger numbers in our service are taken from IATA’s Passenger Intelligence Service (better known as PaxIS: www.pax-is.com). The data cover scheduled flights only
and measure the annual flow of air passengers between two countries on a bi-directional basis (eg, the country pair ‘United States - United Kingdom’ includes passenger flows
from the US to the UK as well as from the UK to the US). The country pairs are also reported on an origin-destination basis. For example, if a passenger flies from an origin in
the UK to a destination in the US via a connection in another country, the trip will be recorded as a passenger traveling from the UK to the US.
1
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Overview of forecasts (2017-2037, constant policies)

3.5%

annual average growth
in global air passenger
journeys over the next
20 years

2.0x

Key points

the number of air
passenger journeys in
2037 compared with
today

• The future is, of course, highly uncertain and economic and aviation
policy could head down a number
of different paths from here.

Growth and change in passenger journeys by region (% and million, 2017-2037)
3

611m
2.0%

527m
2.4%

Middle East

290m
4.4%

Latin America

Africa

371m
3.6%

199m
4.6%

Constant policies
scenario

China

• Depending on the way the world
pans out, our scenario analysis
indicates that global air passenger
growth could plausibly be in the
range of 2.4% and 5.5% over the
next 20 years. The latter is consistent with passengers flows trebling
by 2037 compared to 2017.

Europe

North America

• We forecast the number of global
air passenger journeys under
our ‘current polices’ scenario to
increase at an average rate of 3.5%
each year over the next 20 years.
This is consistent with the number
of passenger journeys in 2037 being double those made in 2017.

Asia Pacific

2,351m
4.8%

Policy stimulus and market
liberalization scenario

2017-2037
change

% CAGR

Globalization in reverse
scenario

2017-2037
change

% CAGR

2017-2037
change

% CAGR

1,023,189

5.1%

China

2,033,685

7.7%

China

663,958

3.8%

United States

480,981

2.4%

United States

584,064

2.8%

United States

346,977

1.9%

India
Indonesia
Thailand
United Arab Emirates
Vietnam
Spain
Brazil
Turkey

414,036
281,932
116,049
96,612
95,869
94,335
93,731
90,248

6.6%
6.0%
4.0%
5.1%
5.3%
2.0%
3.7%
3.8%

India
Indonesia
Thailand
United Arab Emirates
Vietnam
Spain
Brazil
Turkey

768,293
535,906
237,012
178,168
185,778
112,305
328,121
151,492

9.2%
8.6%
6.3%
7.3%
7.8%
2.3%
8.0%
5.3%

India
Indonesia
Thailand
United Arab Emirates
Vietnam
Spain
Brazil
Turkey

291,386
192,552
69,695
65,733
63,862
57,660
46,287
58,406

5.4%
4.7%
2.7%
3.9%
4.0%
1.3%
2.1%
2.7%

As with the individual market totals, the regional numbers represent the total number of passenger journeys to, from and within a given region. Note that for conceptual reasons,
and to avoid double counting, regional totals do not equal the sum of their respective individual markets.
2
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Overview of forecasts (2017-2037, constant policies)

The 10 largest air passenger markets over time (ranked by passenger numbers, to, from and within each country)

US 1

China

China 2

US

UK 3

India
Indonesia

Spain 4
Japan 5

UK

Germany 6

Spain

India 7

Japan

Italy 8

Germany

France 9

Thailand

Indonesia 10

2037

2036

2035

2034

2033

2032

2031

2030

2029

2028

2027

2026

2025

2024

2023

2022

2021

2020

2019

2018

2017

France

Country pairs with the biggest changes in passenger numbers
Domestic Markets
Country pair
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International country pairs only

Additional x
thousand pax per
year by 2037

Annual
% growth

Country pair

Additional x
Annual
thousand pax per
% growth
year by 2037

1

Within China

800,053

5.2%

1

India - UAE

41,354

7.8%

2

Within US

320,286

2.3%

2

China - Thailand

32,779

5.6%

3

Within India

269,508

6.8%

3

China - Japan

31,900

6.1%

4

Within Indonesia

220,306

6.2%

4

China - Chinese Taipei

28,277

6.4%

5

Within Brazil

75,162

3.7%

5

Mexico - USA

23,585

3.0%

6

Within Vietnam

57,013

5.9%

6

China - Korea

21,462

5.0%

7

Within Mexico

49,334

4.2%

7

Saudi Arabia - India

21,316

8.0%

8

Within Philippines

44,622

5.6%

8

Germany - Spain

19,057

2.7%

9

Within Turkey

44,075

3.9%

9

China - Hong Kong, SAR

18,364

5.2%

10

Within Thailand

32,959

3.7%

10

Indonesia - Singapore

15,960

6.6%

Selected forecast stories
The United States passenger market is expected to
grow solidly during the forecast period, helped by the
compara¬tively healthy economic outlook and, somewhat
unusually for an advanced economy, robust demographic
trend over the long run. In an illustration of the large size of
the US market, solid growth is expected to translate into
the second largest increase in annual passenger numbers
between 2017 and 2037 after China, and ahead of India.

Brexit is a key near-term uncertainty in Western Europe.
In any case, comparatively modest future expected growth
in living standards, as well as challenging demographic
outlooks in many cases, will constrain the pace of growth
in passenger traffic in the region’s highly-open aviation
market over the long run. This will see a number of key international markets within the region fall down the rankings
over our forecast horizon, particularly Spain-Germany, and
Italy-UK. Nonetheless, given the large size of the aviation
market, even comparatively slow passenger growth will still
translate into a large number of additional passenger trips
over the next 20 years.

Having seen very strong
growth in domestic passenger traffic in recent years,
India remains on track to
overtake the UK as the
third-largest market in the
world (to, from and within)
in the mid-2020s (from 7th
largest at present).

Colombia is on track to rise into the
ranks of the top-10 largest domestic passengers markets in the early
2030s, overtaking France, Italy,
UK, and Spain in the process. This
increase reflects a combination of
solid growth in living standards and a
favorable demographic outlook.

Passenger traffic to, from and
within Nigeria is forecast to grow
by 5.2% each year on average
over the next 20 years – well
above the global average. Such
growth will be driven by Nigeria’s
large potential for catch-up in
living standards over the long run
as well as a young and growing
population.

Having slipped behind Japan in
recent years, Brazil’s domestic air
travel market is expected to regain its
position in the ranks of the top-5 in
the mid-2020s.
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Recent economic disruption in
Turkey is likely to translate into a
challenging period for domestic
passenger traffic. Nonetheless, its
domestic market is still on track to
overtake Russia as the 8th largest in
the early-2030s, helped by the country’s positive demographic outlook.

Selected forecast stories
Russia’s ageing population will present a significant headwind to passenger growth over the course of our forecast horizon; based on current
trends, we expect its domestic air passenger market to be overtaken by
Turkey and Mexico in the early-2030s.

Japan has one of the most challenging
population and demographic outlooks,
which will present a significant headwind to future growth in passenger
demand. Having been overtaken by
Indonesia and India in 2016 and 2017
respectively, we continue to expect the
domestic Japan market to be overtaken
by Brazil as the fifth largest domestic
market in the mid-2020s.

The domestic Philippines market
is expected to rise from its current
position as 16th largest in the world
to 11th largest in the mid-2020s. This
increase will be driven by a combination of strong growth in per capita
incomes as well as the country’s
favorable demographic outlook.

The number of domestic journeys in South
Africa is expected to
more than double over
the next 20 years.

Passenger traffic to, from and within
the UAE and Saudi Arabia is expected to grow strongly over the next 20
years, helped by favorable demographic trends. Both countries are
expected to see strong growth on the
passenger markets to/from India.

Indonesia is the standout performer in Southeast Asia.
Its total passenger market (journeys to, from and within the
country) is forecast to climb steadily up the ranks from 10th
largest in the world in 2017 to 4th largest in the early-2030s.
International passenger markets to/from Singapore and Malaysia will rise into the ranks of the top-20 in the second half
of our forecast period.

Strong expected growth in living standards
help to push Thailand’s total passenger
market into the ranks of the top-10 largest
in the world in the early-2030s, overtaking
France and Italy in the process. However, as
in China, the ageing population will act as a
headwind for future passenger growth.

The expected rebalancing in the Chinese economy away from investment and
exports towards consumption as a key driver of economic growth will support
strong growth in passenger demand over the long term, more than offsetting
headwinds from the country’s comparatively poor demographic outlook. All told,
the domestic market is on track to overtake the US to become the world’s largest
market in the early-2020s. China-Chinese Taipei and China-Hong Kong, SAR will
join the ranks of the top-10 largest international markets in the world by 2037.
All told, five of the top-10 international routes will touch China by the end of our
forecast horizon, up from three at present.
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Long-term scenario analysis
The doubling in air passenger traffic over
the next 20 years that we foresee in our
‘Constant policies’ scenario is contingent
on the regulatory and operating backdrop
remaining broadly unchanged from the
status quo over the long run.

Globalization in reverse

This, of course, is not the only way in
which passenger demand may develop
over the long run. Indeed, the future path
of air passenger demand will be shaped
in large part by the decisions made by
policymakers and politicians that affect
the regulatory and operating environment
facing airlines.

This scenario sees a serious escalation
in global trade tensions, with the Trump
administration widening the coverage of
tariffs on China to 25% on all imports, as
well as imposing 10% tariffs on imports
from South Korea and Chinese Taipei. As
the impact of the escalation in Trump’s
policies spills over, financial markets react
quickly and recent momentum in global economic growth fades. With interest
rates already very low around the world,
monetary authorities are limited in their
ability to combat the downturn in demand
by relaxing monetary policy and the overhang of debt weighs on consumer spending and business investment.

This section considers two alternative
scenarios in which the global economy
and air passenger market may plausibly
evolve in the longer term. These should
not be interpreted as best-case or worstcase scenarios, but rather as plausible
alternatives that illustrate the sensitivity of
demand to changes in the overall operating environment over the next 20 years.

The ‘Globalization in reverse’ scenario explores a world that follows an even more
closed and protectionist path than in the
‘Constant policies’ case.

Overall, there is lasting damage to the
supply side of the economy and potential
economic growth is slower throughout
the forecast horizon than in the ‘Constant
policies’ scenario.
Against such a backdrop, there is likely to
be very little impetus for further air market
liberalization globally in the future. In fact,
in such a scenario, existing frameworks
may themselves be at risk and come under pressure.
The upshot is that the downward trend
in real airfares over time, which has been
driven by competition within the industry
and waves of liberalization, stops. This
removes an important stimulus to passenger demand over the long run and constrains its pace of growth over the forecast horizon.
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Policy stimulus and market
liberalization
The ‘Policy stimulus and market liberalization’ scenario envisages an alternative
world in which fears of a trade war dissipate and the US reverses existing protectionist measures. This contributes to
an improvement in investor sentiment and
stronger aggregate demand in the near
term. Increased focus on policy reform efforts help to increase long-term potential
supply growth as well.
Under this scenario, the global economy
grows more quickly than in our ‘Constant
policies’ scenario, although growth varies
across countries, reflecting differing policy and financial market develop¬ments.
Highly open economies in Asia are some
of the key beneficiaries in this scenario.
The virtuous combination of events helps
to thaw hostility to further trade openness,
which in turn helps to put further air market liberalization back on policy agendas.
All told, the downward trend in real travel costs is faster than in our ‘Constant
poli¬cies’ scenario, which provides additional stimulus to air passenger demand
over time.

Long-term scenario analysis
Scenario results

twenty years. While this is somewhat slower than in the ‘Constant policies’ case, this still generates an additional 2.2 billion
origin-destination trips each year by 2037 compared to 2017.

Annual time series of both scenarios results are included in the
corresponding data supplement and are available in the online
webtool.

Under the ‘Policy stimulus and market liberalization’ scenario, air
traffic volumes are forecast to grow by 5.5% on average each
year between 2017 and 2037. This results in passenger volumes
almost trebling over the period, consistent with 3.2 billion more
journeys being made in 2037 compared to the ‘Constant policies’ scenario.

The charts and tables below summarize the results from our illustrative scenarios, relative to the Constant Policies case.
Under the ‘Globalization in reverse’ scenario, air traffic volumes
are forecast to grow by 2.4% on average each year over the next

Sources: IATA/TE

Annual % growth in
passenger numbers
(2017-2037, CAGR)

Sources: IATA/TE

Central forecasts

Policy stimulus and market
liberalization

Globalization in reverse

3.5

5.5

2.4

Asia Pacific

4.8

7.2

3.5

Europe

2.0

2.7

1.2

North America

2.4

2.8

1.8

Latin America

3.6

7.0

2.4

Middle East

4.4

6.6

3.3

Africa

4.6

5.0

3.7

Policy stimulus and market
liberalization

Globalization in reverse

Global
By region:

Impact on global passenger numbers

3.2 billion

additional passengers per year by 2037
than in the constant policies scenario.
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1.4 billion

fewer passengers per year by 2037
than in the constant policies scenario.

