Final Offers for
TAP Air Portugal

- —

HROUGHOUT most of the past 25 years, Portugal has been trying to

-I-privatise its national flag carrier, TAP Air Portugal, while still keeping

some element of influence on what its sees as a strategicallyimpor-
tant asset. In July the Government formally started another attempt.

A history of half-hearted
privatisation

TAP was founded in 1945, privatised
in 1953 (albeit with majority state-
ownership), and nationalised in 1974
in the wake of the collapse of the
Salazar’s dictatorship.

A proposal by SAirGroup (the air-
line formerly known as Swissair) to
acquire a 35% in the early 2000s fell
by the wayside as it itself collapsed
into liquidation. An attempt to revive
asalein 2003 failed in the absence of
any viable buyer.

In the aftermath of the 2008/9
Global Financial Crisis, Portugal vir-
tually went bankrupt and had to be
bailed out by the IMF and EU to the
tune of €78bn. One of the conditions,
apart from austerity packages, was
that it should sell TAP Air Portugal.

Held over a financial barrel, Por-
tugal announced it would sell 66% of
its stake in the airline, reserving 5%
for the carier’s employees.

The sole bid in 2012 came
from German Efromovich’s Synergy
Aerospace — the then majority, and
somewhat dubious, owner of Colom-
bia’s Avianca. That failed because of
a failure of trust on guarantees he
offered.

Three years later David Neele-
man, then running Azul, successfully
bid for a 61% stake in the airline
through his Atlantic Gateway consor-

tium for up to €360m. But then, at
the beginning of 2016, a new left
wing government rewrote the agreed
deal to leave the consortium with a
45% stake (but 90% of the economic
rights), the State with 50% (and em-
ployees 5%). Nevertheless, under the
Atlantic Gateway management, the
company grew strongly for four years.

It renewed the fleet, increasing
the number of aircraft by 40% over
the period, doubled services to North
America, increased passengers car-
ried by 50% (a 10% annual growth);
and in 2017 achieved a record — at
least for TAP — operating profit mar-
gin of 4%.

The Covid-19 pandemic brought
TAP to its knees; and it begged the
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government for support as it ran out
of cash in mid-2020. The onerous
terms of the €1.2bn six-month loan
offered forced Neeleman to bow out
of the Atlantic Gateway consortium
and sell his 22.5% stake back to the
government.

In the end Portugal pumped in
€2.6bn to bail out its flag-carrier.
The restructuring aid was approved
by the European Commission with
some conditions: disposal of 18 slot
pairs, 10% of TAP’s holding at the
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congested Lisbon base (they went
to Ryanair and easylet); a cap on
the fleet size; disposal of non-core
activities; and, a ban on acquisitions.
The approval paved the way for the
full re-nationalisation of the airline.

The restructuring plan envisaged
a transformation of TAP’s operations
“to ensure economic viability in 2023
and sustainability in 2025”. It seems
to have partly worked. In 2023, while
passenger numbers were still 7%
below the pre-pandemic peak, TAP
achieved revenues 26% higher than
in 2019; and it produced operating
profits of €386m reflecting a record
margin of 9.2%.

A plan for re-privatisation was
first initiated by the centre-left gov-
ernment of Antdonio Costa in 2023,
when financial advisers valued TAP
at between €8oomn and €1.1bn.
The process was halted when Costa
resigned over corruption allegations
against government officials. It
restarted when Luis Montenegro of
the centre-right Social Democratic
Party took power in 2024 but was
suspended again earlier this year
when he in turn became embroiled in
an ethics scandal that forced him to
call an election — the country’s third
inthree years.

The new timetable

The latest relaunch — formally
opened mid-2025 — targets a sale
of 44.9% to a strategic partner
while reserving an additional 5%
for employees (leaving government
control of the remainder). The stated
government objective is explicit: find
an investor capable of delivering
global scale, operational know-how
and strategic development of Lisbon
as a genuine connecting hub. The
plan imposes conditions intended to
protect TAP’s brand and core route
network, particularly services to

Brazil and other lusophone countries.

The government invited “mani-
festations of interest” by the end of
November and set out a sequence
of non-binding and binding offers de-
signed to compress bidders into a
shortlist. The public timetable envis-
ages transaction close within roughly
12 months of the relaunch, though
Lisbon has left room for political ap-
provals and guardrails that could slow
or reshape any outcome.

At the time of the announcement
Luis Montenegro explained: “We
took this decision because we have
already spent a lot of money... We do
not want to continue pouring money
into a bottomless pit”. He also said
that the government expected TAP’s
privatisation to also draw interest
from major airlines outside the
European Union, citing the carrier’s
“untapped potential”.

The Government has specified a
minimum investment of €700m for
a 44.9% stake, suggesting an equity
value of €1.6bn and an enterprise
value of €3.9bn. On the 2024 results,
this values the TAP group at a fairly
racy EV/EBITDA of 4.5x.

Strengths and weaknesses

TAP is the 12th largest European air-
line (depending on which measures
you use) with passenger traffic in
2024 of 16.2m and a fleet of 101 air-
craft.

It is based at Lisbon’s Humberto
Delgado Airport — the twelfth bus-
iest in Europe with 35mppa (and
the busiest single runway airport
on Continental Europe) — where it
controls half of the slots. Lisbon is a
natural geographic gateway hub to
South America, and particularly Brazil
where, given strong linguistic and
cultural connections, there is good
point-to-point O&D demand that
can support hub-feed operations
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throughout its European network

TAP FLEET (50% of its Brazilian traffic transfer

from or on to connecting flights). TAP
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Atlantic of the Azores and Madeira.
Important niche destinations they
may be, but operations on these
routes account for less than 10% of
TAP’s total capacity.

European short haul operations
account for a third of total output,
but TAP concentrates its services into
Lisbon, to feed its hub, while offer-
ing a handful of routes from Porto.

Portugal in a European context is a
favoured tourist destination: in 2024
the country, with a population of
11m, welcomed 29m non-resident
visitors, with a vast influx from cold
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TAP: FINANCIAL DATA (€m)
Year to end Dec 2020 2021 2022 2023 2024 @ end June 2025
Revenue 1,060 1,389 3,485 4,215 4,242  Aircraftx 2,282
Operatingresultt  (965)  (1,489) 249 386 383 Otherfixedassets 913
] Intangible assetst 219
Netincome (1,230) (1,599) 66 177 54 Other LT assets 618
Operating Cash Flow  (314) (29) 774 1,005 649 Current Assets 2,138
Net capex (62) (24) (148) (175) (352) of which Cash 1,167
Investments (94) (85) (93) (50) (37) Current liabilities  (2,239)
Freecashflow  (470)  (138) 533 781 261 Net current Assets  {101)
Debtand Leases  (2,512)
Debt 573 (567)  (717) (896) (723) Deferred tax  (138)
Equity 998 294 343 Pensions and provisions  (598)
Total cash flow 103 293 110 (115) (119) Equity 683
Notes: ¥ underlying; * Including Right of Use assets; T Including goodwill

northerners in the UK, France and
Germany. And the vast majority of
European tourists target the Algarve
(the most convenient airport being at
Faro) or the Douro valley near Porto.
The low cost carriers have made huge
headway: Ryanair and easylet be-
tween them carry nearly 50% of pas-
sengers.

Lisbon airport is conveniently
situated — only 7km outside the
city centre — but is heavily slot-
constrained. The Portuguese have
been discussing a replacement for
the past 35 years. A new airport had
been planned to open in 2017, but
was abandoned after the IMF/EU
bail out in the wake of the Global
Financial Crisis. The Portuguese Gov-
ernment finally gave the approval in
2024 for a new two-runway airport
to be built at Alcochete some 40km
outside the city. To be named Luis de
Camdes Airport, it is not expected to
open until 2034.

Recent results

TAP Air Portugal achievedits best ever
operating margins in 2023 and 2024.
It benefited strongly from the general

squeeze on capacity and ticket price
inflation in the industry while keeping
a tight control on costs as it restruc-
tured under government ownership.

But so far in 2025, its financial re-
sults have been under pressure. For
the nine months ended September it
achieved a 3% growth in capacity and
6% in traffic (3% growth in passen-
ger numbers), but a 2% decline in unit
revenues. Total revenues were on a
par withthosein the prior year period
at €3.3bn. Benefitting from a more
benign fuel price this year total unit
costs grew by 1%, but underlying unit
costs excluding fuel increased by 6%.
Underlying operating profits fell by a
third to €227m providing an operat-
ing margin of a mere 7%.

The company pointsoutinits pre-
sentation on the results that “punc-
tuality at its Lisbon hub remains a
challenge”. Affected by strikes, air
traffic control and infrastructure con-
straints, TAP achieved an on-time per-
formance (within 15 minutes) at Lis-
bon of only 52% for the nine month
period. It takes some ironic satisfac-
tionthatits 46% ontime performance
in the third quarter was better than

the 42% achieved by all airlines at the
airportinthe period.

And then, just before the dead-
line for offers, TAP’s HQ was raided
by police over suspicions of fraud
in the 2015 privatisation involving
Atlantic Gateway ten years ago.
The Communist Party leader Paulo
Raimundo bluntly said “we had
already established that TAP was
bought with TAP’s money, TAP’s
aeroplanes were bought with TAP’s
assets, [there was] no investment
from those who supposedly bought
TAP. And so, let the investigation be
carried out”.

Who will get the deal?

As the deadline passed on 22 Novem-
ber, Portugal’s state holding company
Parpublica stated that it had received
only three expressions of interest for
the offered stake in TAP — all from
the three European major network
carriers, IAG, Lufthansa Group and
Air France-KLM. Parpublica said in a
statement it has until December 12
to assess whether the interested air-
lines meet the criteria, including at
least one year of revenue above €5bn

Sep/Oct 2025
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inthelastthree yearsandfinancial ca-
pacity.

IAG has said that it views TAP
Air Portugal as complementary to its
Iberia/Aer Lingus/BA/Vueling portfo-
lio. IAG emphasises that a TAP invest-
ment could be used to build Lisbon
as a trans-Atlantic gateway in parallel
with its Iberia operationsin Madrid —
seeing them as complementary hubs
with differentiated traffic flows (Por-
tugal’s lusophone vs. Iberia’s hispanic
flows). IAG’s successful integration of
Aer Lingus — maintaining the brand
as an independent carrier, growing
long-haul from Dublin without col-
lapsing routes into London — is seen
as the precedent for how TAP might
be treated within IAG. A positive for
IAG is its very “plug-and-play” corpo-
rate structure: common “back-office”
non customer-facing functions (pur-
chasing, planning, FFP) while keeping
theindividual airline brands indepen-
dent, each competing for efficient use
of the Group’s capital. IAG has also
been explicit in saying it would ex-
pand Lisbon’s hub role if it were to in-
vest.

According to Reuters, a
spokesman for the Group stated:
“TAP will have significant poten-
tial within IAG ... Our track record
demonstrates how we invest to
strengthening our airlines, bene-
fiting customers, employees, local

economies  and shareholders”.
However, he apprently stressed
that “several issues need to be

clarified before IAG can propose an
investment”.

It would no doubt want to bring
TAP within the oneworld alliance
(and hope that it could bring TAP into
the transAtlantic immunised joint
venture with American). IAG might
largely avoid political objections by
arguing that lberia and TAP serve
different national interests and

20

| |
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markets — though the government
will still insist on enforceable hub
and route protections, and despite
historic antipathy between Spain
and Portugal. IAG has the financial
strength and, following the failure of
its bid to acquire Air Europa, has no
ongoing integration deals.

Lufthansa Group and Air France-
KLM are also evident suitors. Both
cite potential network and joint-
venture synergies, particularly for
feed into global networks and for
strengthening European connec-
tivity. For Lufthansa, a TAP stake
would strengthen connectivity into
Latin America and lusophone Africa,
where it is relatively weak, while
giving better access to Portugal’s
tourist/leisure flows. Lufthansa said
its aspirations as an investor took
into account TAP’s “great strategic
importance to the European aviation
industry”.CEO Carsten Spohr stated:
“As a long-standing partner in the
Star Alliance and with our extensive
investments in Portugal, we con-
tinue to see the Lufthansa Group
as the best partner for TAP and for
Portugal.”

Air France-KLM might see TAP as
a complementary feeder and a way

to shore up French/Portuguese mar-
ket access and increase its presence
to give the Group a commanding po-
sition on the South Atlantic (and a
third of the capacity into Brazil). Both
groups, as in the case of IAG, would
bring deep operational and alliance
expertise that could extract syner-
gies on procurement, maintenance
and engineering. But neither have
the clear corporate structure that IAG
has; and both are in the process of
ingesting new problem acquisitions:
SAS for Air France-KLM and ITA for
Lufthansa. The Portuguese govern-
ment has voiced a preference for a
partner that will not simply subsume
Lisbonintoarival hub. Both Lufthansa
and Air France-KLM would need to
make credible guaranteesto preserve
Lisbon’s hub status.

A minority investment is clearly
notideal: all three would want the op-
portunity to take a majority stake and
have full control at some time.
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Morocco: The LCCs
and Royal Air Maroc

OR CERTAIN travellers, of a
Fcertain age, Morocco evokes
images of, say, a gin joint in
“Casablanca” where Sam plays, just
once, “As Time Goes By”; of Captain
Renault being “shocked, shocked” as
he pockets his bribe; of Rick telling
llsa that they would “always have
Paris” before she leaves on the plane
with Laszlo. Then there is Crosby,
Stills and Nash promising eternal sun-
lit freedom for the hippies boarding
the “Marrakesh Express”. Or even
a dissipated William S Burroughs
furiously typing in his hotel room in
Tangier, a city of intrigue that became
Interzone in his surreal novel “Naked
Lunch”.

Today Morocco has become a
major tourist destination, and trav-
ellers are less likely to be hopeless
romantics. Rather, they are attracted
by the spectacular beaches and
resorts of Agadir and Taghazout on
the Atlantic coast or Tamuda on the
Mediterranean. Marrakesh remains
the main tourist destination but now
has plenty of luxury and boutique ho-
tels as well as souks. The slightly more

Olympics. But Morocco does have an
established long term tourism strat-
egy, with the aim of ultimately mak-
ing the country one of the top ten
global tourist destinations with 36m
visitors (for comparison, Spain has
about 95m visitors a year).

Under King Mohammed VI, a rel-
atively enlightened but still absolute
monarch, Morocco has adopted of
policy of modernising the economy
over the past 20 years. A recent high-
profile gain was the decision by Safran
to locate a new assembly line for
LEAP aeroengines in Casablanca, fol-
lowing the completion of a MRO facil-
ity there.

Despite such successes, all is not
well in the Kingdom. This year has
seen widespread protests by Gen Z
(born 1997-2012, the first internet
generation) which has led to suppres-
sion and some deaths. The protests
are about lack of prospects, inequal-
ity, corruption, and money wasted on

grandiose projects. Morocco is very
close geographically to the EU but
economically still very far. Spain lies
just 12km to the north across the
Strait of Gibraltar (in fact, Morocco
shares a land border with the Span-
ish enclaves of Ceuta and Melilla in
North Africa), but GDP per capita in
Morocco is€4,400 whereasitis about
€35,000 in Spain.

Enlightened liberalisation and
the LCCinvasion

Opening up the country to tourism
has been the main strand of the mod-
ernisation policy of the Moroccan
government. Following a 2003 World
Bank report which recommended
air transport liberalisation and also
highlighted the growing importance
of European LCCs in delivering
tourism (and which incidentally was
co-authored by Aviation Strategy
consultants), Morocco made a gen-
uinely radical move in signing an

TOURISM AND TRAFFIC TRENDS

intrepid can explore the labyrinthine *
medinas of Fez and Rabat. There are 251 -

. . . Moroccan Tourism Total -
skiresorts in the Atlas mountains. (Visitors) -7

This year about 19m tourists are 20 -7

expected to visit Morocco, a record é
and about 46% above prepandemic E 15 |-
2019. Official policy is to attract 26m 3 RAM (Pax)
tourists by 2030, a key date as this 10
is when Morocco will co-host the
football World Cup along with Spain 5
and Portugal. Politicians are generally
over-optimistic about the short-term 010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030
costs and long-term benefits of one-
off events like the World Cup or the Note: One tourist visitor approximately equivalent to two airline passengers
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Open Skies agreement with the EU
in 2006, which, when fully imple-
mented in 2018, meant that Morocco
became part of the EU commercial
air transport market, in the process
exposing the national carrier to new
intense competition.

Previously the Morocco-Europe
market had been dominated by a
duopoly of Air France and Royal Air
Maroc (RAM, pronounced la raum).
Services to/from French regional
cities and Morocco were divided up
between the two carriers, while in
the Parisian market Air France flights
went to CDG and RAM operated to
Orly.

Although France remains the
most important tourism and business
market for Morocco, and Casablanca-
Paris is still by far the most important
city-pair, RAM has thrown off its
colonial dependence on Air France.
Notably, in 2020 RAM joined the
oneworld global alliance rather than
allying with France-KLM in SkyTeam.

The continued existence of RAM,
established 1953, was never in much
doubt simply because it was and still
is a key state asset and employer,
through the commercial impact
on the flag-carrier of opening the
Moroccan market has probably been
substantial (see below). The CEO

of the airline, Abdelhamid Addou,
has started to call for a revision to
the open skies bilateral, complaining
aboutalack of accessto key European
airports in contrast to the expansion
of LCCs in the Moroccan market. He
cannot complain too much, however.
as the Moroccan government has
fully welcomed the surge in tourism
associated with the LCCs: according
to a 2023 study by Oxford Economics,
tourism supported by aviation con-
tributes $8.5bn to the country’s GDP
and employs 680,000 people.

Still, back in the early 2000s no
onereallyappreciated the scale of the
LCC invasion into the Moroccan mar-

~

MOROCCO: MAJOR AIRPORTS AND AIRLINE MARKET SHARES 2024
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ket, yet alone the fact that an Irish air-
line could become a major player in
an African domestic market. We es-
timate that the main LCCs now ac-
countforjust over half of total Moroc-
can seat capacity, compared to about
25% for RAM and 25% for all others.
The LCCs have developed new
tourism markets beyond the tradi-
tional France, notablythe UKand Ger-
many. They also tap into significant
VFR flows (Moroccan nationals visit-
ing from abroad from Europe are in-
cluded in the overall tourist totals).

There are about 4m Moroccans liv-
ing in Europe, roughly half in France
and Belgium, the rest mostly in Spain,
Italy, the Netherlands and Germany.
Michael O’Leary seems to love
Morocco, praising the regulatory
regime and even the national airport
charging policy, a sharp contrast
with his views about almost every
other country Ryanair operates to.
For the summer of 2025 the airline
based 14 737s in Morocco (seven
at Marrakech, three at Fez, two at
Agadir, and two at Tangier). Ryanair

operates over 200 international
routes to/from Morocco. Having
launched in the domestic market in
2024, Ryanair has plans to rapidly
expand its 11 internal routes. Interms
of passengers carried Ryanair will
probably reach 6min 2025 compared
to an estimated 7.8m for RAM, and
it claims to have invested US$1.4bn
into Morocco (we suspect that this
figure is the value of its aircraft based
in Morocco).

At the beginning of this year
Ryanair started flying to Dakhla from
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Madrid and Lanzarote. Dakhlais a city
of just over 100,000 people located
400km north of the Mauritanian
border, in Western Sahara (formerly
Spanish Sahara). This strip of land
(in fact, it is half the size of France) is
disputed territory between Morocco,
Algeria and the local militia, the
Polisario Front, and has been the
scene of some vicious fighting. It is
suspected that Ryanair and other
airlines are being incentivised to fly
into the Western Sahara, establish-
ing new tourist centres there, and
legitimising Morocco’s claim. In any
case, the USA has recently recognised
Western Sahara as being de facto
part of Morocco, apparently in return
for Morocco recognising Israel.

Morocco has also become an im-
portant market for other LCCs. easy-
Jet is setting up a three aircraft base
at Marrakesh, and it has a major pres-
ence at Agadir and Rabat. Transavia
operates to most cities in the country.
Jet2 and TUI are expanding their In-
clusive Tour packages.

Air Arabia Maroc has a base at
Tangier and is the second airline
at Casablanca. This airline is a joint
venture between Air Arabia, based
6,000km away in Sharjah, which owns
41% of the equity and local Moroccan
investors and banks which have 59%.
It has a fleet of 11 A320ceos and flies
primarily to western Europe but also
domestically. No financial results are
available but its parent airline, Air
Arabia, is one of the most profitable
carriers in the world, reporting a
net profit of AED1.42bn (USS$385), a
margin on revenues of 26% for the
first nine months of 2025.

RAM'’s finances and potential
order

RAM’s finances are opaque. The com-
pany does not publish an annual re-
port nor financial results. A financial

summary is supposed to be filed with
the Ministry of Economy but access-
ing this a fruitless task — the official
website has been down for at least
the past six months.

The Transport Minister, Ab-
delssamad Kayouh, has stated in
parliament that RAM achieved
revenues of MAD2obn ($2.2bn) in
2024 but instead of reporting a net
result the Minister continued by
stating that the airline had cleared
MAD935m (S100m) in tax debt. At
the recent assembly of the Arab Air
Carriers Organization, which was
held in Rabat, RAM’s CEO announced
that he expected “very positive”
results for 2025, but he didn’t say
what they might be.

RAM is a 98% state-owned com-
pany (Air France owns most of the
other 2%), operating a fleet of 62
aircraft — 40 737s, 11 787, a single
767 Freighterand 10 turboprops. The
737-800fleet is ageing, on average 15
yearsold,andfourare parked.In2024
7.5m passengers were carried butata
load factor only in the mid-70s.

It has retreated from the regional
airports in Morocco, leaving those to
the LCCs, and concentrating activities
at Casablanca where it controls
almost 60% of the capacity, with a
smaller base at Rabat, the political
capital. 737s are operated on the
short/medium haul routes to Europe
and medium-haul routes to West
Africa, while 787s are deployed to
North America where RAM serves
New York, Washington, Miami,
Toronto and Montreal, and there
is also an operation to Sao Paulo
in Brazil, started up last year. It has
recently filed an application with
the US DoT for a new service to Los
Angeles. RAM is a full-service airline
with business cabins on both the
737 and 787 fleets. Skytrax awards it
four stars, but internet reviews of its

RAM FLEET
Inservice AvgAge(y)
737-800 28 16.9
737 MAX 8 12 4.2
787-8 5 9.9
787-9 6 4.9
767F 1 26.7
ATR 72 6 12.3
ERJ 195 4 11
TOTAL 62 12.4

service are a bit mixed.

Given the scale of the fleet, the
intensely competitive environment
on Morocco-Europe, the unclear
logic behind the long-haul network
and the inevitable state control
inefficiencies, it is difficult to see
how RAM could be commercially
successful. Indeed, in the 2010s
RAM was reported to have received
MAD9.3bn ($1.0bn) in restructuring
aid from the government. And in
2020, the government allocated
MADG6bn ($660m) in the form of
equity and state-guaranteed loans
to support the carrier during the
pandemic. Because of the Morocco-
EU open aviation agreement RAM
couldintheory be subject to the state
same state aid rules as the European
airlines, but this is not an issue at
present.

However, RAM has announced
plans which, if they are enacted,
would greatly raise the airline’s
profile. In early 2024 RAM issued a
call-for-tender for up to 200 aircraft
to be delivered by 2037. Asatthe end
of October 2025 details of the order
were still being finalised, according
to the CEO, but some details have
filtered out. There will be 150 nar-
rowbodies and 50 widebodies, with
Airbus, Boeing and Embraer having
been approached. Airbus would
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seem to be the favourite ahead of
RAM'’s usual supplier, Boeing. No
financial details have been revealed
for an order worth around $15bn,
the type of order normally associated
with a super-connector.

RAM expects to receive an aver-
age of 15 new aircraft annually from
2028 (which seems optimistic given
current backlogs) in order to achieve
its official target of 32m passengers
by 2037.Inthe meantime, it will lease
in up to 13 aircraft per year. Avolon is
delivering six 737MAXs this year.

The government has also a
plan — Airports 2030 — to invest
MAD38bn (S10bn) improve airport
facilities throughout the country and
in particular to develop Casablanca
Mohammed V Airport where it has
launched a tender for a new terminal
that will increase capacity to 35m
passengers by 2030 from the current
10.5m.

The key element in RAM’s future
strategy is to develop as a connecting
carrier, funnelling traffic flows from
Europe and North America through a
hub at Casablanca to West and South
Africa. This sounds like a Maghre-
bian version of the hub system that
Ethiopian Airlines has successfully
built at Addis Ababa with the help of
the Chinese.

The African hub strategy has po-
tential. As well has having strong lo-
cal traffic demand, Casablanca is ge-
ographically well positioned between
Western Europe and West Africa. The
map on page 9 shows the extent
of the network in Africa in terms of
points served, but this is slightly il-
lusory, as most of the seat capac-
ity, 90%-plus, is deployed on north-
ernroutes while services to the south
remain constrained by government
restrictions. The 1999 Yamoussoukro
Treaty and the 2018 African Union’s

Single African Air Transport Market
(SAATM) initiative have yet to be ade-
quately implemented. Nevertheless,
RAM does market connecting flights
from, for example, London through to
cities like Lagos, Accra, Abuja and Kin-
shasa, all important markets that are
woefully underserved by direct ser-
vices.

Morocco has transformed its
tourist industry by adopting air trans-
port liberalisation, in the process
disturbing vested interests. It may
need to continue further along this
path with its flag-carrier. For the
proposed Casablanca hub to work
RAM needs to escape from state
control and find an investor with
financial resources and expertise
in hub building and operations. As
Captain Renault once said, “Round up
the usual suspects” : THY, Emirates,
Qatar?

» Start-up business plans
¥ Due diligence

» Antitrust investigations
W Credit analysis

¥ IPO prospectuses
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Relative Values:

Ryanair, easyjet

ETURNING to a familiar theme,
R Ryanair CEO Michael O’Leary
has opined that Wizzair re-
mains in financial trouble and could
disappear while easylet will end up
as part of one of the network carrier
groups, leaving Ryanair as the sole in-
dependent LCC force in Europe. To
add some non-rhetorical data to the
proposition we have compiled some
comparisons for the three LCCs (see
graphs on page 15).

Fitrst, a summary of the rela-
tive sizes, using comparable traffic
data for the 12-month period up to
June 2025. In terms of passengers
carried, Ryanair is by far the largest
with over 203m passengers, more
than twice easylet’s 93m and over
three times Wizzair’s 65m. Ryanair is
also the largest in terms of revenues
(calculated from quarterly or half-
year data) is not quite as dominant:
€14.7bn, about 50% above easylet
and 170% above Wizzair.

Ryanair’s network (in terms of

and Wizzair

LCC SHARE PRICE PERFORMANCE

200

180 -
Wizz Air

160

100)

140

120
100
80
60

Indexed (1 Jan 2020~€

40
20 -

Ryanair
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routes flown, not seat capacity) sim-
ply dominates Europe. Some 15 years
ago some analysts predicted an immi-
nent saturation point where Ryanair
would be unable to find any more
viable routes. Ryanair defied these
forecasts and continued to add the
most unlikely of points to its net-
work. The red splodge on the map

on the next page represents the cur-
rent state: a total of 2,458 city-pairs
and 2,555 airport-pairs. About 79%
of the city-pairs have no mainstream
LCC competition (there may be other
regional carriers or niche carriers on
some routes).

The maps also show where
Ryanair comes into direct competi-

LCCFLEETS
Ryanair easylet Wizz
Inservice Age Orders Inservice Age Orders Inservice Age Orders
737NG 411 134
737MAX 204 2.7 161
A319 82 17.0
A320ceo 26 18.1 180 11.6 29 11.2
A320neo 75 4.4 125 6 5.3
A321ceo 39 8.1
A321neo 19 5.0 165 170 2.6 281
Bombardier Challenger 3500 3 0.6
Total 644 10.1 161 356 11.0 290 244 4.6 281
12 www.aviationstrategy.aero Sep/Oct 2025
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tion with Wizzair or easylet. The blue
patch centred on Eastern Europe is
where Wizzair and Ryanair fly the
same routes — the competing routes
represent just 9% of Ryanair’s total
but 27% of Wizzair’s.

Is this degree of overlap sufficient
to ensure that a Ryanair/Wizzair
merger would be blocked by anti-
competitive objections? Probably,
but there are still some decent ar-
guments for such a merger, at least
from Ryanair’s perspective.

The purchase price might be
right. Wizzair’s stock market capi-
talisation is about €1.42bn dwarfed
by Ryanair’s is €28bn. Expressed in
terms of valuation per seat (which are
similar in terms of unit revenue) Wiz-
zair is worth €19 or 14% of Ryanair’s
€135.

A takeover would give Ryanair a
dual Boeing/Airbus fleet, something
thatithasbeen seeking for some time
in order to maximise competition be-
tween the two manufacturers. Access
to Wizzair’s order backlog of approxi-
mately 300 NEOs would solve most of
the MAX supply problems impacting
Ryanair.

On the other hand, Ryanair and
its investors might find the gap be-
tween its and Wizzair’s financial per-
formances to be too wide and risky
to take on. Yields in terms of passen-
ger revenue per passenger are simi-
lar — €46 for Wizzair, €48 for Ryanair
— but unit costs excluding fuel per

seat are 44% higher at Wizzair, €49
against €34. And Wizzair’s balance
sheet is stressed: net debt includ-
ing capitalised operating lease obliga-
tions is €66 per seat at Wizzair in ab-
solute contrast to -€6 at Ryanair (it is
negative because cash balances are
greater than debt).

The two airlines’ fleet strategies
are going in opposite directions. Wiz-
zair has just reached an agreement
with Airbus to defer 88 A320 NEOs
deliveries from 2026-2030 to 2033
and after. It has also converted 36
A321 XLR orders to A321 NEOs, hav-
ing seemingly abandoned plans for
long-haul operations following the
failure of its Abu Dhabi base. The aim
is to halve Wizzair’s planned seat ca-
pacity growth to around 10% pa up to
2030, but this still looks too aggres-
sive.

Ryanair currently operates 616
737 NGs and MAXs and has 161 MAXs
on order, and it also has the Lauda
fleet of 26 A320s. The short/medium-
termplanisfor800737sand probably
200A321 NEOs.

This implies a resumption of the
aggressive growth that characterised
Ryanair’s most successful periods
and indicates confidence that the
MAX production problems have been
resolved. If achieved, this growth
should allow Ryanair to maintain its
distinct cost advantage. Ryanair has a
total unit cost advantage of 27% over
Wizzair and 70% over easylet.

The easylet/Ryanair overlap is
mostly centred on the UK and flows
south — the orange patch onthe map
on the preceding page represents
routes flown by both carriers. 22%
of easylet’s city-pairs overlap with
Ryanair; for Ryanair the overlap is
equivalent to 12% of its network.

The easylet and Ryanair models
have diverged over the years. Ryanair
has maintained a laser-like focus on
costs, and re-educating passengers
as to how to fly, its latest move being
to practically oblige all passengers to
check in using its phone app rather
than using a print-out of a boarding
pass. easylet’s onboard service is not
noticeably different from Ryanair’s
(both are wusually friendly), but
easylet has been able to extract a
premium by flying to/from primary
airports and also by having more
customer-friendly timings on some
routes. So easylet’s passenger rev-
enue per passenger at €73 is about
50% higher than Ryanair’s.

Incidentally, easylet has just cel-
ebrated its 30th birthday and pro-
duced a report proclaiming the ben-
efits in has brought to travellers and
the economy. One of the more in-
teresting observations : when easylet
was just starting out, it advertised the
fact that a flight from London to Glas-
gow at £32 was cheaper than a pair
of jeans (it was a slightly odd compar-
ison even at the time). Today easyJet
could claim, if it wanted to, a major

LCC AIRPORT PAIR OVERLAP LCCCITY PAIR OVERLAP
Overlap with... Overlap with...
Unique Ryanair easylet Wizz All Total Unique Ryanair easylet Wizz All Total
Ryanair 2,195 - 207 175 2,555 Ryanair 1,948 - 267 213 2,458
easylet 997 207 - 43 14 1,261 easylet 848 267 - 31 30 1,176
Wizz 697 175 43 - 929 Wizz 619 213 31 - 893
14 www.aviationstrategy.aero Sep/Oct 2025
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LCC KPIs (12 months to June 2025)
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cost advantage over a pair of Levis,
which are now priced at about £100
whereas easylet’s starting fare is just
£26.

Inrecentyears easylet’s majorini-
tiative has been the development of
its Holiday product, traditional two-
week packages and city breaks, but
with an emphasis on quality. It has
just launched its Luxury Collection —
70 five-star hotels across Europe and
North Africa. The impact on total rev-
enue per passenger has been marked
— itisnow about€120 per passenger,
66% above Ryanair’s €72.

Yet the stockmarkets do not ap-
pear to appreciate easylet’s strategy.
Its book equity per seat is €32, close
to Ryanair’s €34, but the stockmar-
ket valuationis €38 against €135. This

has led to led to M&A speculation.
Back in 2021 Wizzair made a tenta-
tive offer and was repulsed, and there
doesn’t seem it be any desire to ex-
plore this merger idea despite the
factthereis minimal overlap between
the two networks, and they are both
have NEO fleet policies. Earlier this
year there were reports that MSC, the
world’s largest maritime container-
line was interested but nothing came
of the rumours. Private equity funds
are supposed to be lurking in the
background. easylet might benefit
from being taken private because of
the scale of its capex programme.
About 80 out of its backlog of its 290
NEOs are due for delivery up to 2029,
implying capex of up to €4.4bn.
Overall, profit margins for the

European LCC industry have been
relatively modest. In our review
period, Wizzair produced an EBIT
margin of 3.0%, easylet, 6.4% while
Ryanair achieved 14.4%, but even
this was well below the peak in 2018
of 22.5%. Still, the European LCC
sector compares very well with the
US equivalent where, through a
combination of self-inflicted wounds
(mostly failed mergers) and a much
more effective competitive response
from the network carriers, the sector
has slumped.

Strateqgy,

Aviation Strategy in recent years has produced special analyses for our
clients on a wide range of subjects. Examples include:

» Implications of Virtual Mergers on ¥ Super-Connectors: Financial and
Strategic Analysis

» Key Trends in Operating Leasing

» Business Jet Operating Leasing

the North Atlantic

» The Future of Airline Ownership
» Air Cargointhe Internet Era

» LCCand ULCC Models

= Intra-European Supply and De-

mand Scenarios

For further information please contact: info@aviationstrategy.aero

Prospects

» Widebody Jet Demand Trends
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