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BOEING 787:Made in the USA (with help from the
rest of theworld)
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At the time of writing, President
Trumphadpulled back fromhis initial
swingeing tariffs, announced on Lib‐
eration Day, (April 2),bizarrely calcu‐
lated to try to equalise trade in goods
between theUSAandother countries
regardlessof theactual tariffs inplace
or the production specialisms of dif‐
ferent countries. He has reduced the
standard tariff to 10%, to be paid by
US importers, but had retained the
threat of imposing the original tariffs
in a couple of months (August 8 is
the dreaded date). China has called
his bluff, matching 145% super tariffs
with similar taxes on US imports— in
effect killing US‐PRC trade.

The tariff policy has collided
with economic reality, much as
mainstream economists predicted it
would. Stock markets slumped, the
dollar weakened, US GDP forecasts
were downgraded and, perhapsmost
importantly, yields on US govern‐
ment bonds jumped. All this was
explained away as short‐term pain
which would lead to long‐term gain
as the global economy rebalanced in
the US’s favour.

In theapparentabsenceofconsti‐
tutional checksandbalances,behind‐
the‐scenes lobbying by leading US
industrialists and financiers seem to
have had an effect on the Admin‐
istration’s thinking, at least result‐
ing in from key exemptions from tar‐
iffs, as in electronic components for
iPhones.

A recovery in share prices sug‐

gests that themarketexpects that the
tariff policy will be modified. It might
even be nullified if the Administra‐
tion can be made to understand the
complexities of the modern global
economy; that simplistic populist so‐
lutions to deep‐rooted problems like
regional de‐industrialisation, the fall‐
out from the introduction of new
technology, the fentanyl scourge, In‐
tellectual Property theft and the na‐
tional security threat from foreign
movies, will not work. The tariff strat‐
egy is likely to exacerbate these prob‐
lems.

Aerospace is one of the sectors
put most at risk from tariff policy —
ironic, as the US industry has a strong
trade surplus, about $136bn total ex‐
port sales and a $113bn trade surplus

in 2023 according to the Aerospace
Industries Association. Kelly Ortberg,
appointed as CEO of Boeing in the
middle of last year, has been on quiet
missions to Washington and perhaps
Mar‐a‐Lago. At Boeing’s first quarter
results presentation he commented:
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ture. Economic logic will surely prevail, we hope.
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“We continue to work this situation
proactively with the Administration
and it’s clear that theyunderstandthe
importanceof theaerospace industry
to the US economy on the role that
Boeing plays”.

More interesting was his reply to
the inevitable tariff question during
theQ&A session:

“I don’t think a day goes by when
we aren’t engaged with someone in
the Administration including cabinet
secretaries and up to POTUS. We
have had the luxury of operating for
decades since the 1979 Civil Aviation
agreementonLargeAircraft ina tariff‐
free environment, so we’re spending
a lotoftimemaking sure theAdminis‐
tration understands the implications
ofeither short termor long term’s tar‐
iffs on not just our company but the
overall aviation industry in the US. I
would just tell you that they under‐
stand.Theyknowthis isextremely im‐
portant to our trade, to the trade bal‐
ance. Aircraft are such a significant
part of our trade surplus. And if we
seemarkets closing that’s going to be
a big challenge.”

He concluded by commenting on
the uncertainty created by the tar‐
iff war: “I can’t predict where this is
going … we do hear signs that indi‐
cate that [there are opportunities for
negotiated settlements]. I just don’t
know the timing and so again we’re
going to take the actions we need to
make sure if this takes a while we
don’t get in a situation where it im‐
pacts our recovery”.

Realworld supply and relocation
complexities

PerhapsMrOrtbergwasable toplonk
this picture (on the preceding page)
on the POTUS’s desk, illustrating that
the 787 Dreamliner Is not an all‐
American product; in fact, about one
third of its components come from

European or Japanese suppliers, with
the value percentage in the total cost
of the 787 being somewhat higher.
This is the result of Boeing’s estab‐
lished strategy of sourcing compo‐
nents from the most efficient suppli‐
ers worldwide, not some nasty con‐
spiracy on the part of foreign manu‐
facturers.

Presumably US Customswill have
to comeupwith an assessment of the
foreign produced components in 787
and all other Boeing products in or‐
der to exempt them from taxes. Oth‐
erwise, the US tariffs will inflate the
priceof the787forbothdomesticand
foreign purchasers.

Exempting these foreign compo‐
nents then undermines one of the
stated aims of the tariff policy — to
force foreign manufacturers to relo‐
cateproductiontotheUS.This reloca‐
tion ideaseemstobeparticularlyeco‐
nomically naive, an attempt to reg‐
ulate corporate decisions by an Ad‐
ministrationthat is supposedtobere‐
moving regulation on industry.

One of the many practical issues
is timing. Establishing offshore pro‐
duction facilities is a long and com‐
plicated process, stretching beyond
the US political horizons set by con‐
gressional or presidential elections.
An awkward detail is that the FAA has
indicated that it would take up to two
years for any new component pro‐
duction facility set up in the US by a
foreign entity to be certified.

Airbus’s assembly plant at Mo‐
bile Alabama Is the most important
example of offshoring production to
theUS. This facilitywasoriginally pro‐
posed back in 2005 with the target of
up to producing 50 A320 Family air‐
craft a year by 2015, but at present
output is seven A320s a year (with
a pre‐Trump plan to double output).
Plans to develop further A220 as‐
sembly at Mobile were also in place
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C919:Made in China (with US and European help)
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pre‐Trump, but with the majority of
thecomponentsbeing importedfrom
Canada there is no clarity on the fu‐
ture direction for this operation as
President Trump’s bewildering eco‐
nomic and political attacks on the
neighbour threatentocompletelyun‐
dermine the free trade principles of
the USMCA.

There are some obvious prereq‐
uisites for investing in an offshore
country, such as an efficient, flexible
construction sector and a relevantly
skilled labour force, and the US has
problems in both these areas, which
will certainly not be solved by tariffs.
Then there is an inherent contradic‐
tion in the tariff policy: for a foreign
company to be persuaded too invest
in the US, presumably a higher cost
location, the US tariff barriers would
have to be maintained, but the Ad‐
ministration seems to be offering an
easing in tariffs as a reward for invest‐
ing.

In short, investors need a stable
and predictable regulatory regime,
the opposite of that created by the
tariffwars.

Chinese 5,000 year
miscalculations

It has to be said that the US Admin‐
istration appears to have miscalcu‐
lated badly by launching its 145% tar‐
iffsagainstChina,with theaimofpun‐
ishing China for “hollowing out” US
industry, on the assumption that be‐
cause China exported over twice as
much to the US as the US exported to
China itwouldbe forcedtocapitulate.

China shows no signs of doing
so, the contrary in fact. In an inter‐
view with the BBC the highly artic‐
ulate Victor Gao, from the Center
for China and Globalization, a think‐
tank closely linked to theBeijing lead‐
ership, summarised China’s attitude
with the bald statement: “We don’t

care”. China, heobserved, has a5,000
year history under enlightened or re‐
pressive regimes but with all of its
rulers being autocratic. President Xi,
unlike President Trump, is not sub‐
ject todemocraticpressureswhenhis
people suffer.

The direct consequence of the
US tariffs will be to reinforce Airbus’s
advantage in this market, the single
most important country market for
new aircraft demand. As at the end
of last year Airbus’s Chinese order‐
book, which we estimated at $21bn,
was more than double that of Boe‐
ing, $9bn. China is simply refusing to
take the 45‐50 Boeing aircraft due for
delivery this year, and has returned
aircraft from the completion centres
in Zhoushan, leaving Boeing trying to
place theaircraft inothermarkets like
India, unfortunately another country
subject to Trumpian tariff attacks.

In the aerospace sphere China
has been trying to break into the
commercial manufacturing market
for over 20 years but certification of
theC919byEASA, letalone theFAA, is
still some years off. COMAC currently
reports a total of over 700 orders for
the C919, about 230 from Chinese
carriers, the rest “undisclosed”. The

commercial aircraft industry in the
PRC is a direct target for the US
Administration — collateral damage
will be felt by USmanufacturers.

The C919 is sometimes described
as a A320 clone but what the pic‐
ture on the facing page illustrates
is that here is a major US involve‐
ment in this aircraft from companies
such as Arconic, GE, Rockwell Collins,
Honeywell. Safran, which in partner‐
ship with GE, manufactures the CFM
LEAP engines for the C919, has said
that its has been assured by the Chi‐
nese that no tariffs will be applied
to its supplies for the aircraft, but
it is unknown whether other Amer‐
ican components will be taxed. In
short, the tariff policy threatens the
US aerospace industry as well as the
Chinese.

An unintended consequence
of the tariff war is that China will
intensify its sales efforts and joint
venture projects in Asia, Africa
and Latin America, where it gained
ground rapidly after the first wave
of tariffs in the late 2010s curtailed
business in the US. There may also
be a little complacency about the
C919, and future Chinese models,
with Western observers underesti‐
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mating the potential of the Chinese
commercial aircraft manufacturing
business. Note that the BYD (Build
Your Dreams) electric vehicle corpo‐
ration Is competing very effectively
with Tesla especially in developing
markets. Taking a longer term per‐
spective: in the 1990s it seemed
inconceivable that China would
become a become a player in the
commercial shipbuilding industry,
dominated by Europe and Japan,
but it brought in technology and in
2024 delivered over half the global
newbuilding tonnage.

Michael O’Leary, CEO of Ryanair,
perhaps Boeing’s most important
customer, has stated that Ryanair
would buy the C919 if it were about
10%belowtheprice forwhich it could
get an A320. A typically provocative
statement, but one which might not
seem so ludicrous in 5‐10 years’ time.

The vicious circle

According to mainstream
economists, the best response
to the imposition of tariffs is not to
retaliate. This seems to be the UK’s
policy at present, instead inviting
President Trump for a shooting
weekend at Balmoral with King
Charles (or something similar). For
the other European countries, which
are not fortunate enough to have
an accessible monarch or grouse,
the political pressure to match US
tariffs will be irresistible. The EU has
already strongly hinted at full‐scale
retaliation. This is the vicious circle
of tariffs that David Ricardo warned
about in the 19th century.

Guillaume Faury, CEO of Airbus
has remained philosophical, accept‐
ing the inevitability of US and Euro‐
pean tariffs in the short‐term , while
hoping to bring back at the first op‐
portunity the 1980 Agreement on
Trade in Civil Aircraft which elimi‐

nated importdutiesonall aircraft, en‐
gines and components. Airbus, at its
first quarter results presentation, ex‐
plicitly refused to factor tariff impacts
into its 2025 financial outlook, claim‐
ing itwas too early tomake an assess‐
ment.

Faury also commented that
“that there will be only losers in the
aerospace industry, in particular in
the US”. He added that Airbus was
in talks with US airline customers
as to how to mitigate the impact
of tariffs, but indicated that Airbus
would not be making concessions on
the delivery prices, that it was up to
US airlines to pay US import taxes on
Airbuses.

The cost of the tariffs will
somehow be split between the
OEMs/suppliers and the air‐
lines/lessors, and will eventually
be passed on to shareholders and
passengers, but it is the airlines that
that are most directly exposed in the
short term. Delta has bluntly stated
that it will not accept its ten A320s
and A350s due this year if it has to
pay tariffs on imports from Europe.
China is refusing delivery of up to 50
Boeings scheduled for delivery this

year. Aengus Kelly, CEO of Dublin
‐based AerCap, the world’s largest
operating lessor, was quoted in the
Financial Times as warning that “if
this tariff situation is to continue and
the Europeans will be forced to put
tariffs on Boeing aircraft... it will be
far more challenging for Boeing to
sell into Europe and China”.

Ryanair has said that it will de‐
lay MAX deliveries until 2026 if tar‐
iffs are imposed by the EU, and has
even threatened to cancel its 184unit
order completely. This is MOL hyper‐
bole to be sure, but could orders ac‐
tually be cancelled because of tariffs?
The 10%‐plus price increases unex‐
pectedly added tofinal sale prices be‐
cause of tariffs might or might not
be covered by the escalation clauses
in the sale and purchase contracts,
questions for corporate lawyers to ar‐
gue over and earn large fees from.

Airlines are facing a particularly
problematic situation when it comes
to accepting new aircraft, one that
the US Administration patently did
not have a clue about. Deposits and
PDPs are paid at regular intervals dur‐
ing an aircraft production process to
the OEM; by the schedule delivery
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AIRBUS’S USORDERBOOK

Total Aircraft Value ($bn)

United 191 13.1
Delta 185 10.7

Air Lease Corp 180 9.0
Frontier 168 8.7

American 146 7.6
JetBlue 103 4.3

NAS Aviation Services 81 4.2
Spirit 53 2.6

Jackson Square 50 2.5
Aviation Capital 55 2.5

Breeze 56 1.8
Azorra 18 0.6

Total 1,286 67.6
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�
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�

BOEING EUROPEANORDERBOOK

Total Aircraft Value ($bn)

Lufthansa 101 10.3
Ryanair 184 8.6
AerCap 128 7.0
Avolon 113 5.4
Pegasus 100 4.7

British Airways 25 3.8
SMBC 81 3.8

SunExpress 73 3.4
IAG 50 2.3

Norwegian 50 2.3
Avia Solutions 40 1.9

Macquarie AirFinance 40 1.9
Cargolux 10 1.6
TUI Travel 34 1.6

Turkish 11 1.4
Air Europa 20 0.9

Timaero Ireland 17 0.8
Air France‐KLM 4 0.5

Luxair 10 0.5
SkyUp 7 0.3

Enter Air 6 0.3
TAROM 5 0.2

CMACGM 1 0.2

TOTAL 1,110 63.8

Note: value based on estimated (not list) prices

date about 80% of the price will have
been paid, but these payments are
calculated on the list price of the air‐
craft not the discounted price negoti‐
ated by the airline. So it is often the
case that the airline will have paid
more pre‐delivery than the total cost
of its aircraft, with the result that
when the aircraft is delivered the air‐
line also receives a financial credit.
Sadly in the new world of tariffs in‐
steadof a cash‐back the airlinewill be
facing an unexpected invoice for, say,
$14m for an A321NEO.

The best outcome would be for
the President to declare that tariffs
have been a HUMONGOUS SUCCESS
— then abandon the policy . Unfor‐
tunately, the likelihood is that the
US will retain minimum 10% barri‐
ers, maybe 20%. This may seem like
a relief, but to the civil aircraft in‐
dustry, that has operated tariff‐free
for most of the past 25 years, this in
theory could equate $8‐16bn in ex‐
tra costs on European imports to the
US and a further $8‐16 bn on retalia‐
tory tariffs imposedby the Europeans
on US exports (based on the respec‐
tive backlog tables on page 5, 10% or
20% tariff rates, using list, not actual,
prices, and ignoring possible exemp‐
tions). For perspective , over the past
10 years Boeing’s cumulative net re‐
sult was $(1.4)bn, while Airbus’s net
profit totalled $27.5bn.

This $16‐32bn represents a tax
transfer from the two manufactur‐
ers (and/or airlines) to their respec‐
tive governments: so instead of Boe‐
ing and Airbus and the airlines us‐
ing these funds productively theywill
be absorbed in government spend‐
ing. That is themeaning of tariffs.
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BOEINGOPERATING RESULTS BY SEGMENT, 2024

$bn Revenues Operating Result Margin

Commercial Airplanes 22.9 ‐8.0 ‐34.9%
Defense 23.9 ‐5.4 ‐22.6%

Global Services 20.0 3.6 18.0%
Others and Eliminations (0.3) (0.9) na

TOTAL 66.5 (10.7) ‐16.1%

�

�

�

�

AIRBUSOPERATING RESULTS BY SEGMENT 2024

€bn Revenues Operating Result Margin

Airbus (Commercial) 50.6 5.1 10.1%
Defence 12.1 (0.7) ‐5.8%

Helicopters 7.9 0.8 10.1%
Others and Eliminations (1.4) 0.1 na

TOTAL 69.2 5.3 7.7%

HAVINGappearedtobeonaroad
to recovery in 2023, Boeing
reported amassive net loss in

2024, $(11.8)bn, a ‐17.7% net mar‐
gin,whileAirbuswasagainprofitable,
$4.1bnor a5.9%marginon revenues.
Over the past ten years (2014‐24)
Boeing has accumulated a net loss of
$24.1bn while Airbus has achieved a
total net profit of $27.5bn.

The stockmarkets’ verdict on
the two OEMs is indicated by the
graph on the facing page. Up to the
end of 2020, including the period
when the MAX crisis emerged and
the whole market plummeted when
the implications of the pandemic
became clear, the share prices of
the two OEMs more or less tracked
each other. Then they diverged,
with Airbus strongly outperforming
Boeing. Still, the equity market value
of Boeing is now about $140bn while
Airbus is capitalised at the equivalent
of $125bn; back in 2017 Boeing was
valued at $175bnalmost twoandhalf
times Airbus’s $73bn.

Boeing brought in a new CEO,
Kelly Ortberg, in August, replacing
the beleaguered Dave Calhoun. Ort‐
berg had previously headed Rockwell
Collins. Hemay have decided to push
as much bad news a possible into
2024, and indeed there was a lot of
badnews.On topof theongoingMAX
and 778 production problems, which
cut deliveries to just 348 units from
528 in 2023 and caused total revenue
todecline to$66.5bn from$77.8bn in
2023, the company highlighted these
factors:
( The IAM strike impacted produc‐
tion and reduced revenueby $15.2bn

in the fourth quarter.
( One‐off charges of $1.7bn were
recorded for defence programmes
and $1.1bn for the 777X and 767
programmes.
( Unspecifiedcosts associatedwith
workforce cuts.

Boeing had one vital success in
2024 — the equity raise of $23.8bn
which has gone a long way to re‐
pairing the company’s balance sheet,
and should have provided a platform
for financial recovery, until tariffs cre‐
ated such uncertainty. Understand‐
ably, Boeingno longer providesfinan‐
cial guidance. Its key target had been
to reach $100bn in revenues by 2026,
which would have returned it to the
record sum reached back in 2018. It

still officially has the $100bn target
but no commitment to a specific year.

Boeing’s strategy is to continue to
“go slow” reviewing all its processes
and supply chains for safetyquality—
in the process changing the culture of
the company, according to Ortberg.
The FAA continues to scrutinise, and
maintains its capon737MAXproduc‐
tion of 38 units a month (the 2022
plan was for 52) per month. Boeing
expects to be able to ramp up from
the low30scurrently to38amonthby
the end of the year. 787 production is
expected to go up to at least seven a
month by the end of 2025, compared
an average of five in 2024.

At least in the short term the ef‐
fect of tariffs is manageable, accord‐

Boeing and Airbus:
The Financials
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BOEING CASH FLOWS

$bn 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Total Revenue 90.7 96.1 93.4 94.0 101.1 76.6 58.2 62.2 66.6 77.8 66.5
Net Result 5.4 5.2 5.0 8.4 10.5 (0.6) (11.9) (4.3) (5.1) (2.2) (11.8)

Operating Cashflow 8.8 9.4 10.4 13.3 15.3 (2.4) (18.4) (3.4) 3.5 6.0 (12.1)

Capex/Acquisitions (net) (2.4) (2.4) (2.9) (2.0) (4.8) (1.5) (1.0) (0.5) (1.2) (1.6) (2.2)

Free Cashflow 6.4 7.0 7.5 11.3 10.5 (3.9) (19.4) (3.9) 2.3 4.4 (14.3)

Net Investment Inflow/Outflow† 4.9 0.6 (0.5) (0.1) 0.2 0.0 (17.4) 9.8 5.5 (0.7) (9.8)
Net Increase/(Decrease) in Debt (0.4) 1.3 0.2 1.4 1.3 13.0 36.2 (5.6) (1.3) (5.5) 1.4

Stock Issue 23.8
Share Buy Backs &Dividends (8.1) (9.2) (9.8) (12.7) (13.0) (7.3) (1.2)

Total financial Flows (3.6) (7.3) (10.1) (11.4) (11.5) 5.7 17.6 4.2 4.2 (6.2) 15.4

Net Change in Cash 2.8 (0.3) (2.6) (0.1) (1.0) 1.8 (1.8) 0.3 6.5 (1.8) 1.1

Cash Balance (end period) 11.9 11.6 9.0 8.9 7.9 9.6 7.7 8.0 14.6 12.7 13.8

Note: † Refersmostly to the purchase/sale of financial intruments.

�

�

�

�

AIRBUS CASH FLOWS

€bn 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Total Revenue 60.7 64.5 66.5 59.0 63.7 70.5 49.9 52.1 58.8 65.4 69.2
Net Result 2.3 2.7 1.0 2.4 3.1 (1.3) (1.7) 4.2 4.1 3.6 4.1

Operating Cashflow 2.6 2.9 4.4 4.4 2.3 3.8 (5.4) 4.6 6.3 6.3 7.4

Capex/Acquisitions (net) (2.7) (3.1) (3.0) (2.3) (2.0) (2.2) (1.5) (1.7) (2.6) (3.3) (4.0)

Free Cashflow (0.1) (0.2) 1.4 2.1 0.3 1.6 (6.9) 2.9 3.7 3.0 3.4

Net Investment Inflow/Outflow† (0.6) (0.4) 2.2 (0.2) 0.4 (0.7) 5.6 (1.0) 0.2 (0.8) (2.3)
Net Increase/(Decrease) in Debt 1.3 1.5 1.7 0.0 (2.0) 0.3 6.4 (2.0) (1.1) (0.1) (0.4)

Share Buy Backs &Dividends (0.6) (1.3) (1.8) (1.0) (1.2) (1.3) 0.0 0.0 (1.0) (1.4) (2.2)

Total financial Flows 0.1 (0.2) 2.1 (1.2) (2.8) (1.7) 12.0 (3.0) (1.9) (2.3) (4.5)

Net Change in Cash 0.0 (0.4) 3.5 0.9 (2.5) (0.1) 5.1 (0.1) 1.8 0.7 (1.5)

Cash Balance (end period) 7.8 7.4 10.9 11.8 9.3 9.2 14.3 14.2 15.9 16.5 15.0

Note: † Refersmostly to the purchase/sale of financial intruments.

ing tomanagement, thebiggestprob‐
lem being finding new customers for
the 50 aircraft that China is refusing.
Various cost pressures are emerging
on imported components, either di‐
rectly or via US suppliers, but Boeing
thinks that these can be passed on.

Airbus’s 2024 revenues rose by
6% to the equivalent of $73.7bn,on
the back on an increase in commer‐

cial deliveries to 766 units from 735
in 2023. Airbus too has suffered sup‐
ply chain and production problems,
especially regarding the GTF engines
fitted to A320 NEOs, though in this
case it is P&W that is bearing the di‐
rect costs.

Airbus is giving financial guid‐
ance. Its target is 820 commercial
aircraft deliveries in 2025, and it

expects adjusted EBIT of $7.5bn
compared to $5.7bn in 2024. But
Airbus in its first quarter presentation
added that has yet not made any
adjustments to its financial forecasts
to account for tariffs because it was
too early to quantify the impacts.

Its medium term planned output
for the A320 Family is roughly twice
that of the MAX programme — 75
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units a month by 2027. Airbus’s plan
for the A350s is 12 units a month by
2028 and for the A220s, 14 units a
month by 2026.

How did Boeing, America’s pre‐
mier manufacturer, get itself into
this financial state? Our thesis is that
policies instigated by CEOs, James
McNerney and Dennis Muilenburg,
undermined the corporation. They
succumbed to the obsession with
quarterly results and share price mo‐
mentum, resulting in unsustainable
amounts of cash being returned to
shareholders. This phenomenon was
prevalent in many industrial sectors
in the 2010s, and to a certain extent
was also followed by Airbus, but
the impact on Boeing was especially
harsh, with too little capital being
allocated for investment in new
products or to ensure production
quality or simply to bolster reserves.

The financial tables and the
graphs on these pages trace the
longer term financial fortunes of
the two OEMs and provide some
interesting insights into their current
positions.

Boeing had historically been
a more profitable company than
Airbus, with a net result totalling
$34.5bn during 2014‐18, more than
three times that of its European rival.
Since suffering the various shocks,
ranging fromtheMAXcrises toCOVID
to the 2024 strike, Boeing has pro‐
ducedmajor losses, $(35.9)bn during
2019‐24 compared to a resilient
cumulative profit of $14.0 at Airbus.

Historically, Boeing’s Commercial
division has been firmly supported
by the Defense and Global Services
divisions, But, for the past two years,
Defense has been loss‐making,which
the company blames on fixed‐price
government development pro‐
grammes. Airbus is predominantly a
civil aircraftmanufacturer, but its De‐

fence and Helicopter divisions have
contributed marginally to overall
profits for the past two years

A major difference between the
twoOEMsused tobeBoeing’s greatly
superior ability to generate cash. Op‐
eratingCashflow—ie,profitsplusde‐
preciation and amortisation, adjust‐
ments for deposits and PDPs (these
are paid to the manufacturer usually
in three or four tranches, based on
the list price not the negotiated dis‐
countedprice,beforetheairline takes
delivery of the aircraft which is when

the manufacturer records the rev‐
enue), changes in inventories, credi‐
tor/debtor balance, etc — was huge
at Boeing: $57.2bn during 2014‐18,
in contrast to just $19.2bn at Airbus.
Then everything went wrong — for
the period 2019‐2024 Boeing’s op‐
erating outflow totalled $(35.9)bn,
while Airbus managed to generate
positive cash of $24.8bn during this
period.

Subtracting Capex — which in‐
cludes new and replacement man‐
ufacturing equipment, R&D, invest‐
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BOEING’S BALANCE SHEET

$bn End 2024

Property and Plant 11.4
Intangibles (inc Goodwill) 10.0

Inventories 87.6
Cash etc 13.8

Other Assets 33.5

TOTAL ASSETS 156.3

Advances and PDPs 60.3
Accrued Liabilities 24.1

Pension/Health Plans 8.2
Accounts payable 11.4
Short‐term debt 1.3
Long‐term debt 52.6

Other 2.3

TOTAL LIABILITIES 160.2

EQUITY (DEFICIT) (3.9)

�

�

�

�

AIRBUS’S BALANCE SHEET

€bn End 2024

Property and Plant 19.1

Intangibles (inc Goodwill) 17.1

Inventories 37.7

Cash etc 15.0

Other Assets 40.3

TOTAL ASSETS 129.2

Advances and PDPs 55.0

Other Short Term Liabilities 5.4

Other Liabilities/Provisions 23.6

Long term debt 25.5

TOTAL LIABILITIES 109.5

EQUITY (DEFICIT) 19.7

ments in or divestment from other
companies — from Operating Cash‐
flow gets us to Free Cashflow, which
again was historically much stronger
at Boeing than Airbus. In 2014‐2018
Boeing generated $42.7bn, dwarfing
Airbus’s $3.9bn.

In startling contrast, during 2019‐
2024 Boeing’s Free Cashflow went
negative to the tune of $(34.8)bn,
despite a near halving in net Capex.
Airbus was positive, $8.1bn, on this
measure. (These calculations of Free
Cashflow are taken directly from the
published accounts; the OEMs may
have different definitions.)

Coming into the crises of
2019/20, first the MAX grounding,
then Covid‐19, Boeing found itself
with inadequate liquidity, which led
to a huge surge in borrowing to cover
liabilities and contingencies: during
2019‐24 Boeing increased its net
debt by a total of $38.2bn, Airbus by
a much more modest $3.5bn. (The
OEMs did not take industry‐specific
state loans, but they have benefited
from implicit state support.)

By the end of 2023 Boeing’s
balance sheet was distressed; its
debt (long and short term) stood
at $52.3bn as at the end of 2023,
meaning that its balance sheet
showed negative net equity of
$(17.2bn). Moreover, debt was easily
manageable in the era of ultra‐low
interest rates 1‐2% pa, but Boeing is
now paying around 5.4% pa, Airbus
around 4.5% on its new debt. Both
OEMs currently have investment
grade ratings, but Fitch rates Boeing’s
long‐term debt at BBB‐, two grades
lower than Airbus’s at A‐.

The equity raise of $23.8bn in the
third quarter of last year has partly
restored Boeing’s balance sheet.
Long and short termdebt still totalled
$53.9bn at the end of 2024, but,
importantly, its negative net equity
has been reduced to $(3.9)bn. Long
term debt totalled $27.2bn at Airbus
at the end of 2024; it has positive net
equity of $19.0bn.

Boeing has not paid dividends
since 2020 and there is little prospect
of any in the foreseeable future. Air‐

bus, on the other hand, has restored
shareholder payments, and has pro‐
posed a dividend of $3.5bn for this
year.

It is worth recalling what hap‐
pened to all that cash generated
during the good times, 2014‐18.
During this period Boeing generated
$42.7bn in Free Cashflow but then
returned $52.8bn to shareholders in
dividends and, especially, through
share re‐purchases — in other words
it paid outmore to shareholders than
it was generating internally; it was in
effect borrowing in order to fund its
generosity to shareholders (and to
senior management whose bonuses
were related to the soaring share
price). Airbus followed the same
policy, albeit on a much smaller scale
— generating a total of $3.9bn and
paying out $6.8bn. Such a financial
strategywas dubious during the good
times. It proved to be calamitous
when thingswentwrong.
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FIRST quarter results from the
major US airlines disappointed

the markets: all highlighted
weakening domestic demand and,
amid fears of a possible recession,
removed full year guidance, though
they still expect to be profitable.

2025 had started positively —
until that is (although none of the
airlines dare say it) the installation
of the new Administration in Wash‐
ington. To quote Ed Bastian, Delta’s
CEO: “February and March reflected
a much more challenging macro
environment than anyone initially
planned for. Coming into 2025, we
were positioned for another year of
strong growth. However, given broad
economic uncertainty around global
trade, growth has largely stalled. The
impact has been most pronounced
in domestic and specifically in the
main cabin, with softness in both
consumer and corporate travel.”
Equally Southwest saw a sudden
shift: January load factors were down
a couple of points, but the other
two months of the quarter showed a
5.5pt decline.

The softness of demand at the
back of the bus is not surprising. US
consumer confidence has weakened
significantly since the beginning of
the year. As shown in the graph on
page11, theMichiganConsumerSen‐
timent index has seen the largest sus‐
tained decline since 2022, dropping
more than 20 points since December
— although this is not (yet) quite as
large as the 30 point fall in 2020 as
Covid hit.

Itmakes some sense that this lack
of confidence could lead to reduc‐

tion in discretionary spending (such
as taking a flight or going to McDon‐
ald’s).

On its results conference call
United Airlines highlighted that
domestic business traffic trends had
slumped suddenly during the quar‐
ter. Having seen business revenues

growing at around 15% year‐on‐year
inQ42024, this rateof growth slowed
to 7% in Q1 2025. COO Andrew No‐
cella commented that “contracted
business sales for all future travel
are currently up low‐single‐digits
year‐over‐year”.

Southwest seemed a bit more

There may be Trouble Ahead:
US Airlines into a Downturn?

Mar/Apr 2025 www.aviationstrategy.aero 11

http://www.aviationstrategy.aero/


�

�

�

�

2017 2018 2019 2020 2021 2022 2023 2024 2025e 2026e 2027e
10
15
20
25
30
35
40
45
50
55
60
65
70
75

United

Delta

American

Revenues

2017 2018 2019 2020 2021 2022 2023 2024 2025e 2026e 2027e

‐10

‐8

‐6

‐4

‐2

0

2

4

6

8

10

United

Delta

American

Operating Profits

2017 2018 2019 2020 2021 2022 2023 2024 2025e 2026e 2027e
‐10

‐8

‐6

‐4

‐2

0

2

4

6

8

United

Delta

American

Net Profits

US MAJORS FINANCIAL RESULTS

Source: company filings. Forecast: Barclays

positive stating that its managed
business bookings were still seeing
growth andwere stable.

To quote Southwest’s COO,
Andrew Waterson (speaking on the
Southwest results call): “... youalways
have geographies or industries that
are plus or minus one quarter or
the other. Insurance, technology,
banking were up this quarter; manu‐
facturing and healthcare were down
a little bit. I would consider those just
the normal vagaries...”

“Sowhat’s kind of different about
this environment is that if you have
kind of any kind of macro weakness
usually it shows up in business first.
And business travel is highly corre‐
lated with corporate earnings. Cor‐
porate earnings have held up.” And,
hecontinued:“It’s thecustomers’dis‐
cretionary travel that is really the crux
of the slowdown”.

However, he explicitly excluded
government business travel (both
state, local and federal) which saw
“a marked slowdown starting in
January”.

This had been echoed by United
Airlines. At a conference presenta‐
tion in March the airline’s CEO, Scott
Kirby, mentioned that 2‐3% of the
carrier’s business comes from the US
government — including accompa‐
nying consultants and contracts. He
said:“That’s runningdownabout50%
right now”.

The reaction to this marked slow‐
down in demand, from all four top
airlines, has been to reduce capacity
through the rest of this year — and
particularly off‐peak capacity. And
there seems to have been a move
to open the revenue management
systems to deeper discounts —
attempting to restore load factors at
the expense of yields.

Interestingly, none of the play‐
ers in their Q1 results made much
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USMAJORSQ1 RESULTS BYGEOGRAPHICAL REGION

Domestic Atlantic LatinAmerica Pacific

American Revenues• 8,127 965 1,906 393
Pct of total 71% 8% 17% 3%
Y‐on‐Y%ch ‐1.6% ‐2.7% 0.2% 30.1%

Unit Revenue‡ ‐0.7% 10.5% na∗ 4.9%
Demand§ ‐1.9%†

Delta Revenues• 8,101 1,372 1,334 673
Pct of total 71% 12% 12% 6%
Y‐on‐Y%ch 1.5% 5.1% 5.5% 16.4%

Unit Revenue‡ ‐3.0% 8.0% ‐2.0% 1.0%
Demand§ 0.0% 0.0% 6.0% 25.0%

United Revenues• 8,034 1,899 1,577 1,722
Pct of total 61% 14% 12% 13%
Y‐on‐Y%ch 4.7% 3.6% 9.1% 8.4%

Unit Revenue‡ ‐3.9% 4.7% 1.9% 8.5%
Demand§ 3.6% ‐2.3% 4.6% 9.3%

Notes: • US$m; ∗ up “for the first time inmore than a year”; † System: geographical segments not separately disclosed; ‡ (P)RASMy‐y%ch; § RPM
y‐y%ch
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USMAJORSQ1 RESULTS

American Delta United

$m %ch $m %ch $m %ch

Revenues 12,551 ‐0.2% 14,040 2.1% 13,213 5%
Operating profit (270) nm 569 ‐7.3% 607 513%

Net Income (473) 51.6% 240 548.6% 387 ‐412.1%

Operatingmargin ‐2.2% ‐2.2pts 4.1% ‐0.4pts 4.6% +3.8pts

mention of Canada: tourist arrivals
from there into the US fell noticeably
after President Trump’s sugges‐
tion to annex the country as the
USA’s 51st State (see next article
on page 16). Half of those incoming
tourists fly; each of the three major
US network carriers serve the major
cities in Canada; their revenues for
accounting purposes are treated
as “domestic”. United did however
reveal that Canadian originating
passenger bookings for the second
quarter were down 9% year on year.

Premiumand International
performing reasonablywell

Delta is the only one of the three
major network carriers to segment
passenger revenues by broad class of
travel. In the quarter it saw “Main
Cabin” revenues fall by 1% to $5.3bn
— 49% of passenger revenues, and
2ppts lower than the same period in
the prior year. In contrast “Premium”
revenues were up by 7% to $4.7bn;
and loyalty awards grew by 11% to
$0.9bn.

International operations account
for 30% of passenger revenues at
American and Delta; and 40% at
United.

Of the three United is the largest
player on the Atlantic, and in the
quarter while demand in revenue
passenger miles fell by 2.3% (on seat
capacity 1% lower), unit revenues
grewbynearly 5%and revenues grew
by 4% overall to $1.9bn. United is
also the largest of the three on the
Pacific—boosted by its operations in
Micronesia. Here the post‐pandemic
recoveryhadonly really startedat the
beginning of 2024, but it continued

a‐pace in the first quarter: traffic
was up by over 9% year on year (on
virtually static capacity), yields down
slightly and passenger revenues up
by 9% to $1.7bn. The company noted
that unit revenues in its International
Polaris (business class)wereupby8%
year‐on‐year; and those in interna‐
tional Premium Plus up by over 5%.
Loyalty revenue meanwhile grew by
9% to $1.5bn.

United’s Andrew Nocella noted
that bookings for international pas‐
sengers originating in Europe for
travel in the current quarter are 6%
lower than last year, but that growth
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US MAJORS: RESULTS BY REGION

Source: DoT Form 41

in US originating demand has more
than compensated these reduc‐
tions. Similar to American and Delta,
75‐80% of United’s international
demand originates in the US.

He also stated: “As we think
about the impact that potential
recessions could have on business

traffic, it is important to note that
relative to pre‐pandemic, our rev‐
enue makeup is less reliant on this
revenue source. Business revenue
now makes up 8 points less of our
passenger revenue and contributes
4.4 points less to our load factor.
So far, we’ve seen no deterioration

in high‐end consumers’ willingness
to purchase a premium experience.
We attribute this to the fact that the
economic uncertainty has a larger
impact on more budget minded
discretionary travelers than those
seeking a premiumexperience.”

Delta generates less than a third
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the revenues achieved by United on
thePacific—servingahandful of des‐
tinations in North East Asia and Aus‐
tralasia. But in the quarter it saw a
25%growth in trafficagainst a16% in‐
crease in capacity which resulted in a
16% increase in revenues to $673m.
Its operations on the Atlantic and to
Latin America each generated $1.3bn
in the period — each 5% higher than
the prior year period: Atlantic de‐
mand was flat year‐on‐year although
capacity fell 3%; LatAm routes saw
demand up by 6% while load factors
dipped by 1ppt.

American Airlines in contrast
has the largest exposure to Latin
Americawith revenues in the quarter
up slightly at $1.9bn — the route
area accounting for 17%of passenger
revenues. The operating details
provided are sparce, although CEO
Robert Isomdid say that therewas an
increase in unit revenues “for thefirst
time in more than a year” (Central
America and the Caribbean had been

under heavy competitive pressure,
particularly from the LCCs) “and
remains one of the most profitable
regions on an absolute basis”.

Some of the year‐on‐year com‐
parisons for American are a bit in‐
vidious: last year it had started pur‐
suing a misguided strategy to force
corporate customers to book direct.
Thearchitectof the strategy (the then
CCO) Vasu Raja was booted out (see
AviationStrategyMay/Jun2024), and
American is in theprocessof restoring
customer confidence.

It noted that unit revenues on the
Atlantic grew by 10.5%, although to‐
tal revenues fell by 3% to $965m. On
the Pacific there was a near 5% im‐
provement in unit revenues on a 24%
increase in capacity (primarily driven
by strength in Japan) and a 30% surge
in total revenues to $393m. (But if
the DoT Form 41 filings are to be be‐
lieved, American makes an operating
loss on both the Atlantic and Pacific.)

During the results’ calls little was
said directly about Trump’s tariffs.
Delta said it would defer any Air‐
bus deliveries that attract tariffs — it
has six A330s and 29 A350s on order
— “the numbers just don’t add up”.
United didn’t seem too concerned,
saying: “Boeing accounts for the ma‐
jority of our future total order book,
and most of our Airbus 321neos are
produced in Alabama”. (But it too has
45 A350s on order).

Kudos however should go to
Robert Isom at American who stated:
“Anything that spurs demand for
travel, both domestically and abroad
is something we will support. This
starts with making America a wel‐
coming destination for international
travelers, especially in advance of
major events like FIFA World Cup
2026 of which were a sponsor and
later, the 2028 Olympic Games in Los
Angeles.”
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Aviation Strategy in recent years has produced special analyses for our
clients on awide range of subjects. Examples include:

( Implications of Virtual Mergers on
theNorth Atlantic

( The Future of Airline Ownership
( Air Cargo in the Internet Era
( LCC andULCCModels
( Intra‐European Supply and De‐

mand Scenarios

( Super‐Connectors: Financial and
Strategic Analysis

( Key Trends in Operating Leasing
( Business Jet Operating Leasing

Prospects
( Widebody Jet Demand Trends
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INTERNATIONAL TOURISMTOP TEN (2024)

Arrivals m Receipts $bn Expenditure $bn

1 France 102.0 USA 215.0 China 250.7
2 Spain 93.8 Spain 106.5 USA 177.8
3 USA 72.4 UK 84.5 Germany 120.3
4 Turkey 60.6 France 77.1 UK 119.2
5 Italy 57.8 Italy 64.3 France 60.1
6 Mexico 45.0 UAE 58.7 Australia 45.6
7 UK 41.2 Turkey 56.3 Canada 43.6
8 Germany 37.5 Australia 53.3 Russia 38.8
9 Greece 36.0 Canada 51.8 India 36.7†

10 Thailand 35.6 Japan 49.4 Italy 35.7

Source: UN Tourism Barometer

�

�

�

�
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
0

10

20

30

40

50

60

70

80

90

100

m
ill
io
ns

Canada

Mexico

WEurope

Asia

Other Overseas

US TOURIST ARRIVALS

PRELIMINARY data from UN
Tourism suggests that the

world’s international tourist
volumes in 2024 had almost recov‐
ered to pre‐pandemic levels. Its
data suggests there were 1,445m
international tourist arrivals world‐
wide last year, 11% higher than in
2023, compared with 1,465m in
2019. International tourist receipts
it estimates reached US$1.6tn, 4%
higher than in 2019.

The USA features as the third
largest country ranked by inbound
tourists (behind France and Spain —
see table on page 16). In 2024 the
numbers of visitors rose by 9% year‐
on‐year to 72.4m. The USA also ranks
as the largest country in the world
for tourism exports with tourist re‐
ceipts last year of $215bn — and it
maintainedahealthy tradebalanceof
$37bn in the sector.

This increase in visitor numbers
was not quite a recovery to prepan‐

demic levels, being still some 9% be‐
low the numbers for 2019, but there
wereexpectations that thismilestone
would be achieved in 2025.

Canada is the largest source of
tourist arrivals to the US accounting
for 28% of the total in 2024: just over
half of the 20m Canadian tourists
come by surface transport, the re‐

mainder by air. Mexico accounted for
24% of the total at 17m tourists, only
20% of whom fly. The ITA categorises
all other foreign visitors as “over‐
seas”. The next largest source origin
of tourists is theUK at 6%of the total,
whilevisitors fromWesternEuropeas
awhole account for 18% of the total.

The year started on trend with
international arrivals up by 5% year
over year in January. But then prelim‐
inary figures from the governmental
International Trade Administration
(ITA) for February andMarch showed
overseas visitors down by 2% and
12% respectively. There were some
dramatic declines in some of the
more important source areas in
March. Tourist arrivals by air from
Canada and Mexico fell by 13.5%
and 22.9% respectively. Visitors from
Western Europe, the next largest
source, were down by 17% (and
within that, visitors from Germany
down by 28%). The preliminary
numbers from the ITAexclude visitors
arriving by land across the north‐

US Tourism:
Making America Unwelcoming?
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ern and southern borders (the ITA
ironically relies on information from
Canadian and Mexican governments
for the data), but figures from Statis‐
tics Canada suggest that Canadian
residents’ trips by car returning
from the USA fell by 23% and 32%
year on year in February and March
respectively.

The press on both sides of the

Atlantic have been quick to suggest
that the primary cause behind these
disappointing numbers is the Trump
Administration’s aggressive immigra‐
tion and trade policies.

The Canadian figures may well
have something to do with Trump’s
imposition of tariffs as much as his
suggestion that the USA should an‐
nex Canada as the Federation’s 51st

state. Polls suggest that Canadians
overwhelmingly oppose the idea,
with only 10% in favour (even in
Alberta), and there was a splurge of
anti‐American reaction — including
removing American produce from
supermarket shelves, and selling
Canadianos rather than Americanos
in coffee shops. Interestingly, polls
south of the 49th parallel suggest
that 60‐70% of Americans are also
against the idea of annexation. Iron‐
ically, this spat had the unintended
consequences of pushing the Lib‐
erals back into power under Prime
MinisterMark Carney.

Equally, the decline in European
visitors has in part been attributed to
amoreaggressiveapproachtoborder
controls. Headline‐grabbing reports
of tourists being denied entry, strip‐
searched and detained in prison facil‐
ities, do not necessarily suggest there
is any change in immigration policy,
but do not help in promoting the US
as an attractive tourist destination.

But theyhavealso ledtotravelad‐
visory statements from various Euro‐
pean governments warning their citi‐
zens that they may be liable to arrest
or detention should they not adhere
to the USA’s strict entry rules.

There have also been news re‐
ports of visitors being turned away at
the border because of data held on
personal devices. In March, a French
scientist was reportedly denied en‐
try to the US on his way to a con‐
ference in Houston after immigration
officers at an airport searched his
phone and found messages in which
he had supposedly expressed criti‐
cism of the TrumpAdministration. US
Customs and Border Protection (CBP)
in FY 2024 scanned 47,000 devices
and says that “less than 0.01% of ar‐
riving international travelers encoun‐
tered by CBP at a port of entry had
their electronic devices searched” —
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and there is little to show that this
rate of investigation has changed.
TourismBasics

These scare stories ignore some of
the basic economics of tourism. For
someone planning to go on holiday,
the prime considerations are:
( can I afford a holiday?
( when is it practible to go?
( where can I afford to go?
( how long can I afford to be away?

Generally, a long‐haul trip will be
bookedwell in advance.

This year the Easter festival (on
April 20th), and spring school holi‐
days, were nearly a month later than
they were in 2024. So, for many, it
would not have been practible to
book a family holiday to the US in
March.

Since September, the US dol‐
lar index (reflecting the exchange
rate against a basket of currencies)
strengthened by 10% reaching a peak
in January (a week before Trump’s
inauguration) at 110, the highest
level in three years. So in the crucial
period leading up to the end of the
year, when travellers might have
decided to book a holiday in the US

in March, the destination cost could
have seemed to have been much
higher than expected. For those
who had the time available to take
a holiday, other destinations could
well have appearedmore attractively
affordable.

Canadian citizens’ apparent ret‐
icence to visit the US may be an
understandable reaction to Trump’s
idea of buying their country. But the
year on year comparisons of Cana‐
dian tourist arrivals by air had fallen
ineachmonthsinceSeptember2023.
Some reason behind that may have
been increases inair fares,but it could
as equally be because in 2022 and
2023 there was a strong recovery
from the pandemic: the numbers of
Canadian visitors increasedeight‐fold
from the nadir of 2021.

The strength of the dollar up to
February, in contrast, helps to explain
comments from the major US net‐
work carriers that weakness in book‐
ings from Western Europe has been
more than offset by increases in US
originating transAtlantic bookings.

However, since then the dollar
has fallen by 10%, and the converse
of theeconomicpressureson tourism

may now come into play.
Recent comments from Virgin

Atlantic, for example, suggest a slow‐
down in bookings for the Summer
from the US to the UK, while book‐
ings from the UK to the US “remain
strong” (Sterling has strengthened
10%against the dollar since January).
A recent article in The Telegraph
stated: “From the front lines of the
global travel industry, airlines and
package tour operators are reporting
a surprise fillip in US travel from
British tourists.”

The US is an attractive and wel‐
coming tourist destination. The most
popular destinations for foreign visi‐
tors are New York (29% share of visi‐
tors in 2023), Florida (25%) and Cali‐
fornia (20%), with Nevada, Texas and
Hawaii a little way behind (at 7%,
6% and 5% shares respectively). The
country is vast, and offers superlative
iconic attractions fromCentral Park to
the Golden Gate Bridge, Washington
Monument, and the family‐holiday
favourite of DisneyLand. Maybe this
year will turn out to be a blip.

]
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