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from the Recession 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Outline 

 

1. Review BLS article: International air 
passenger fares shrug off the recession 

 

2. Update 
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1. Background of Price Indexes 

 BLS publishes price indexes that measure 
changes in fares for international air passenger 
travel to and from the U.S.  (Exports- PPI) 

Since the late 1980’s 

Monthly basis 

Airfares by region 

 

 

 IPP Data Set-  
http://www.bls.gov/web/ximpim/srv1.htm 

 Fact sheet-  http://www.bls.gov/mxp/apfact.pdf 
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http://www.bls.gov/web/ximpim/srv1.htm
http://www.bls.gov/web/ximpim/srv1.htm
http://www.bls.gov/mxp/apfact.pdf


 

 

 
 

 

 

 

 

 

 

 
 

 

 

Air Passenger Fares Indexes 

 Import Air Passenger Fares Index measures 
changes in fares paid to foreign carriers by U.S. 
residents for international travel. 

 

 Export Air Passenger Fares Index measures 
changes in fares paid to U.S. carriers by foreign 
residents for international travel.  

 
     U.S. and foreign residents are identified by a flight’s point of origin, 

based on the assumption that most passengers purchase their 
tickets and begin travel in their country of residence.  
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International air passenger fares 
shrug off the recession 

 Air Passenger fares for flights to and from the 
United States recorded large price decreases 
during the recent global recession, this was 
followed by strong price increases during the 
recovery. 

 

 Article’s objective is to recognize some of the 
factors moving the Air Passenger Fares price 
indexes.  
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International air passenger fares 
shrug off the recession 
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International air passenger fares 
shrug off the recession 
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April, 2012 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price factors 
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There are various. 
 
This article: 
 
      - mentions fuel price movements  
         (smaller impact than expected)* 
 
      - but focuses on airline seat  
        supply/demand imbalances 
 
 
 
*correlation with AP Imports- 0.57, Adj. R2 0.31, P-value 0.34; 
  correlation with AP Exports- 0.64, Adj. R2 0.40, P-value 0.09 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price decline, 2008 through mid-2009 
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Price decline, 2008 through mid-2009 
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•Between July 2008 and July 2009, 
import and export airfares declined 20.1 
percent and 21.8 percent, respectively. 

  



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price decline, 2008 through mid-2009 

Jet fuel 

 Jet fuel is a volatile but significant cost for the 
air industry. 

 

 By mid-2008, fuel prices were breaking 
records and greatly increased the operating 
costs. 

 

 Spot price of jet fuel decreased 60% between 
May 2008 and May 2009.  

 
     source: U.S. Energy Information Administration 
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Price decline, 2008 through mid-2009 

Global recession, decreased demand 

 

 2009- largest yearly decline in global air 
transportation demand since WWII. -3.5%. 
(source: IATA, International Air Transport 
Association) 

 

 Fewer international vacations, reduced 
business travel, etc.  

 

 Air carriers cut prices to stay competitive. 
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Price decline, 2008 through mid-2009 

Imbalance of air travel demand and capacity 

 

 Capacity was not reduced as fast as the 
economy fell. 

Example: flights were scheduled and planes 
were ordered months/years in the past. So 
capacity actually grew for much of 2008. 

 

 With excess capacity, prices were pressured 
downward in an effort to attract buyers. 
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Capacity and percent occupancy 
Industry Standard Measurements: 
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International Available Seat Miles is a measure of the number 
of seats available multiplied by the number of miles flown. 
The International Load Factor is the percentage of the 
available seats that are occupied.  
 
Source: Bureau of Transportation Statistics 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Capacity and percent occupancy- 
imbalance in early 2008 
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Over the first 6 months of 2008, the 12-month change 
in the monthly Available Seat Miles increased an 
average of 6.7 percent, while the 12-month change in 
the monthly Load Factor decreased an average of 
1.5%.  Supply increased while demand decreased.  



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price recovery, late 2009 through 2010 
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Price recovery, late 2009 through 2010 

17 

 

 

From May 2009 to May 2010, import air fares 
increased 23.3 percent, while export air fares 
rose 22.0 percent. 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price recovery, late 2009 through 2010 

Jet fuel 

 

 Average price of jet fuel in 2010 was 29 
percent higher than the average price in 2009.  

 

 Some months saw changes that were more 
extreme; jet fuel in March 2010 was 66 
percent more expensive than jet fuel in March 
2009. 

 
source: U.S. Energy Information Administration 
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Price recovery, late 2009 through 2010 

Global recovery, increased demand 

 

 

 Global air passenger traffic increased 8.2 
percent in 2010. (IATA) 

 

 

 By December 2010, air travel volumes were 
higher than the prerecession highs. 
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Price recovery, late 2009 through 2010 

Imbalance of air travel demand and capacity 

 

 In response to the surplus capacity of 2008, 
Available Seat Miles in the international air 
passenger market decreased 5.1% on average 
in 2009. 

Reduction in scheduled flights, grounded 
planes, delayed orders of new planes  

 

 Capacity (ASM) declined even though demand 
started to rise in 2009. 

 20 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Capacity and percent occupancy- 
imbalance in 2009-10 recovery 
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The year-over year monthly Load Factor started growing 
as early as July 2009, signaling that planes were flying 
more full.    
. 

But May 2010 was the first month with a year-over-year 
monthly capacity (ASM) increase since September 2008. 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price stabilization, 2011 through first 
quarter 2012 
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Price stabilization, 2011 through first 
quarter 2012 
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Air passenger fares rose an average (12 month % 
change) of 7.8% for imports and 10.9% for exports from 
January 2011 through March 2012.  Comparatively stable 
next to the 20%+ price swings observed earlier. 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Price stabilization, 2011 through first 
quarter 2012 

Jet fuel 

 

 The average price of jet fuel in 2011 was 39% 
higher than in 2010.   

 

 As 2011 came to a close, jet fuel prices were 
only about 26% lower than the record high 
reached in July 2008. 

 

 

 
source: U.S. Energy Information Administration 
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Price stabilization, 2011 through first 
quarter 2012 

 

 In 2011, air travel demand continued to rise, 
increasing at a rate of 5.9 percent over the 
year.  (8.2% in 2010) 

 

 

 

 

 
 

 

Source: IATA 
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Price stabilization, 2011 through first 
quarter 2012 

Imbalance of air travel demand and capacity 

 

 Observed responses to capacity/demand 
imbalances: 

 

Grounding planes for capacity management. 

Leasing planes on an as-needed basis. 
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Capacity and percent occupancy- 
imbalance in 2011 
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2011 capacity growth again appeared to outpace percent 
occupancy. 
International Available Seat Miles increased more than 6 
percent on average while the Load Factor had small declines.  
A combination that could dampen future price increases...  



 

 

 
 

 

 

 

 

 

 

 
 

 

 

2. Update 
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2. Update 
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Air passenger fares rose an average (12 month % 
change) of 5.4% for imports and 2.6% for exports from 
April 2012 through October 2012.  Trending lower than 
recent past.  



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Update 
 

Jet fuel 

 

 The average price of jet fuel has been slightly 
higher in 2012 (through October) with the average 
monthly price being 2.7% higher than in 
2011.  
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Update 
 

Demand 

 

 IATA reported in November that year-on-year 
comparisons of growth in the passenger 
market are now starting to show slower rates 
of growth.  September international passenger 
demand rose 4.9% compared to the year-ago 
period. 
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2. Update 

32 

 

 

 

 

 

“Sluggish growth in the US, the continuing sovereign 
debt crisis in Europe and concerns over the slowdown 
in the Chinese economy are taking their toll on both 
business and consumer confidence. Airlines have 
responded with, among other things, careful capacity 
management.”   
 
“…disciplined capacity management has kept load 
factors high.”   
 
“For North American airlines the focus is on tightly 
managing capacity in order to optimize profits in a 
slow to no-growth environment.” 

 
 

Tony Tyler, CEO IATA. 

 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

2. Update 
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*Bureau of Transportation Statistics revised some numbers in the 

data sets since the article was published  



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Dollar Values 

 Yearly dollar values trended in a similar 
way as prices 
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 *Canada data includes 
some modes of transport 
aside from air passenger 
fares 

Receipts- Dollars 
flowing into the U.S. 
because of Exports 

Payments- Dollars 
flowing out of the 
U.S. because of 
Imports 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Dollar values 
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 “Even six years ago, generating a profit with 
oil at $110/barrel (Brent) would have been 
unthinkable. The industry has re-shaped itself 
to cope by investing in new fleets, adopting 
more efficient processes, carefully managing 
capacity and consolidating.”  

 

 

 
 Tony Tyler, CEO IATA. 

 Nov. 2012 

 

37 



 

 

 
 

 

 

 

 

 

 

 
 

 

 

Conclusion 

 

   Among other price factors, imbalances of 

capacity management play a role in the 
price movements of air passenger fares. 
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 Infomercial 
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IPP website: 
www.bls.gov/mxp/ 

Build your own indexes- 
 

http://www.bls.gov/web/ximpim/srv1.htm
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Contact Information 

IPP website: 
www.bls.gov/mxp/ 
 
IPP Data Set:  
http://www.bls.gov/web/ximpim/srv1.htm 
 
Air Passenger Fares Fact sheet:  
http://www.bls.gov/mxp/apfact.pdf 

 
 
    Jon Ruder 

    ruder.jonathan@bls.gov  
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