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2012 -
Demise
of the
squeezed
middle?

For a number of years now industry
commentators have been predicting
the shakeout of the European aviation
market and the rise of the big four /
five. Given the economic headwinds
facing Europe, combined with high oil
prices, 2012 could be the year when
we start to see this become a reality.

As the industry entered 2012 signs
of distress were already evident
within the sector. In Europe Malev
and Spanair have been the most
high profile victims but there have
been others (Cirrus, Czech Connect,
Air Alpes). With the imminent IAG
acquisition of BMI we are witnessing
the squeeze out of another mid-tier,
mid-market operator.

From our perspective the common
theme for these airlines seems to be
the lack of clear differentiation in
their home markets, combined with
rising competition and pressure on
profitability.

In Europe there are a number of
airlines that are facing similar
pressures whether on short haul from
continued growth of low cost carriers
or on long haul from increasing
competition from well invested
carriers, including those from the

Middle East and, to a lesser extent,
China.

As we have seen in Hungary and
Spain competitors are waiting to fill
the void, often with available spare
capacity of their own. It is informative
to note that neither Malev nor Spanair
have as yet been resurrected in any
meaningful way.

European penetration is increasingly
seen as an opportunity for Middle
Eastern airlines (for example Etihad’s
investment in Air Berlin) and the
growth prospects for these carriers
suggest that this penetration will
only increase. Is this something
which European carriers should fear
or can they gain mutually beneficial
partnerships with the Middle Eastern
carriers.

We may yet see the stratification of
the European market, with short haul
dominated by low cost specialists and
passengers choosing to self connect to
long haul flights at a limited number
of dominant hub airports. This would
have the benefit of focussed business
models, optimised for short haul or
long haul and a clear choice given to
the consumer.

European Airlines seeking investment
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Aegean Airlines
Olympic Air
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State owned aitlines

Air Baltic
Latvia
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