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Business Aviation Market Continued to Rebound

m Text/ Xue Haipeng Translation/ Sun Xinyu

2018, major business
aircraft manufactures

| I from North America,
Europe altogether delivered 703 aircraft
to the market, 26 more than 2017, up by
3.8%.

Contrary to the increase in aircraft

South America and

deliveries, trade volume maintained
the sliding trend since 2013 but with
smaller margins of decrease. The total
trade volume of business aircraft in the
global market registered 17.86 billion
USD in 2018, down by 0.7% over 2017.

From the perspective of
delivery structure, during last year
the conventional business aviation
market as represented by the United
States registered strong recovery
with dominating status being
further consolidated. In comparison,
the emerging market with more
uncertainties only achieved mediocre
performance.

Europe has always ranked only
after America in the global business
aviation market with over 20% share
of global business aircraft deliveries
before the explosive growth of the Asia-
Pacific market.

Back in 2009, the Asia-Pacific
market started rapid growth, constantly
catching up with Europe with rising
contributions to the global business
aviation sales market almost side
by side as Europe. In the meantime,

aircraft manufacturing enterprises from
China and Japan are also expanding
their business into the business aviation
manufacturing territory in various
forms.

Among the 703 business aircraft
delivered in 2018, respectively 108
and 70 were delivered to European
and Asian-Pacific markets, accounting
for 15.4% and 10%. As the number of
aircraft delivered to Europe decreased
by 7 over 2017, failing to reverse the
downward trend of share in aircraft
deliveries and hitting a record low in
nearly 5 years, the Asia-Pacific market
maintained a stable performance
though with 3 less deliveries over 2017,
share in the total deliveries registering
some slight increase.

In terms of exporting of business
aircraft, as conventional business
aircraft exporters, the two major
business aircraft manufacturers of
Dassault Aviation and Airbus failed
to made any highlight achievement in
2018 with the two having altogether
delivered 42 business aircraft to the
global market, accounting for 6% of
annual deliveries worldwide, down by
7.2% year-on-year.

Although the European market
has obvious advantage over the Asia-
Pacific market in business aircraft
manufacturing, it didn’t change the
fact that the Asia-Pacific market is
determined to actively participate in

business aircraft manufacturing.

In addition to the Commercial
Aircraft Corporation of China, who
builds business aircraft based on the
regional airliner ARJ21, the Cirrus
Aircraft fully owned by AVIC also
registered outstanding performance
in 2018 with its Vision SF50 jet, with
a total of 63 aircraft being delivered
throughout the year, nearly three times
as much as in 2017. Honda Aircraft
Company, founded in the United States
by Honda Japan, also delivered 37
light HA-420 Honda business aircraft
in 2018, which though is less than the
previous year, still reflects the strong
market demand for this type of aircraft.

Despite its late start, the Asia-
Pacific civil aviation market has been
developing rapidly in recent years.
The gap with European market in
both supply and demand sides of
the market has been narrowing.
With great potentials and space, it is
expected to catch up with Europe in the
future. Mainstream business aircraft
manufacturers view the Asia-Pacific
market as an important sector for their
global expansion. Meanwhile, the
growing Asia-Pacific market has also
begun to focus on the global market,
transforming from single business
aircraft importer to engage in wider
fields, so as to integrate into the world
business aviation industrial chain at a
higher level. =~
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and Trends of FBO Development

Text/ Sun Haomu Translation/ Sun Xinyu

ixed Base Operator,
abbreviated as FBO and

usually located at or near

airports, refers to base
operators who provide service to
general aviation aircraft.

Among all kinds of general
aviation services, development of
business aviation has brought a great
change to the scope of FBO service as
it generates the most profits. Clients of
business flights emphasize efficiency
and service; therefor service should
be prioritized to attract more clients.
With the new definition of FBO as
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“flight support services”, a FBO task
now means to provide support services
for clients to use private and business
aircraft, thus covering all kinds of
demand of a client. To put it simply, all
kinds of FBO services can be divided
into two categories, one is expertise
service in relation to flight operation;
the other is client service in relation to
client demand.

Given such a backdrop, FBOs
have rushed to expand their business
scope by enhancing aircraft, engine
and airborne equipment maintenance
capability; establishing internal

transport agencies for connections
with commercial flights; booking
hotels, arranging tourism and ground
transportation for clients; developing
charter business to improve aircraft
utilization rate; signing contracts
with aircraft owners or enterprises
to manage their private aircraft;
participating in projects of clients such
as hangar construction; and providing
some financing means, for instance
buying aircraft at clients’ request, and
lease them back.

With the development of FBO,
the business model of FBO is also

undergoing continuous evolution.
By analyzing the development
characteristics of FBO, it can be
predicted future FBO development
will reflect the following trends:

FBO will involve and pick up
some FSS and MRO business. Long-
term contracts between aircraft owners
and FBO on aviation maintenance
will account for more than 50% of
FBO revenue. And the maintenance
business will also evolve in an in-depth
fashion, transforming from the simple
pre-flight and post-flight maintenance
towards regular aircraft inspection,
modification and overhaul. Flight plan
application will also be included as
one of the basic FBO services.

Some FBOs will become
business centers with main function
of providing flight services. They will
provide conference rooms, physical
and video conference equipment,
e-mail, fax and voice mail services
among others for clients, aimed to
bring convenience to users.

Some FBOs will become partners
of chain hotels, and in fact many top
American hotels are located near
airports. As FBO bases are located
at airports and business aviation
passengers usually enter and leave
airports from FBO, FBOs are able
to get in touch with passengers at the
earliest moment, therefore it is easy for
FBOs to marketize accommodation

services. Also by hunting high-value
passengers, chain hotel can make even
greater profits when those passengers
look for other entertainment and
services.

Merger of the FBO sectors will
continue, with which there will be
some larger FBO chains in the future,
and the branding of FBO will continue
to develop.

The government will pay more
attention to the development of
FBO, as it realizes that growth of
the FBO industry will bring more
job opportunities and promote the
development of the whole general
aviation industrial chain.
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Text/ Liu Jiuyang Translation/ Sun Xinyu

- usiness aircraft is praised
as “time machine”

among business leaders

worldwide who value
efficiency, as it doesn’t require
troublesome check-in procedures and
longtime waiting. Moreover, it is more
secure for both business information
and personal safety. Therefor, business
aircraft has become a truly
indispensable “strategic partner” and
efficient “time machine” for business
executives.

In order to accelerate development
of general aviation, Civil Aviation
Administration of China canceled
the approval (registration) procedures
for importation of general aviation
aircraft in 2017, as a result, general
aviation aircraft and business jets
imported by enterprises or individuals
were no longer subject to approval and
registration. Since then, “buy as you
wish” has ben realized for business
aircraft in China.

Greater China, the largest business
aircraft market in the Asia-Pacific
region, has more than 500 business
aircraft. Among them, 164 are owned
by 114 Chinese entrepreneurs in
Greater China, with a total potential
charter demand of 215,000 hours. Of
the 114 Chinese entrepreneurs, 78
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have more than one billion dollars in
wealth.

Compared with the current
market volume of more than 300
business aircraft in the mainland
of China, there are more than 1420
high net worth individuals in China’s
mainland having the purchasing
power for business aircraft, with a
total demand for business aircraft
reaching 1750. Over the next five
years, the number of potential buyers
in the mainland of China will rise to
1850, and correspondingly the demand
for business aircraft will rise to 2320,
with a value exceeding 460 billion
yuan.

Greater China has a continuous
and widespread preference for large
business aircraft (17-19%). Gulf
Stream, Bombardier and Dassault
are the three solid dominators of the
market. Up to 32 of the Hurun Rich
List Topl00 own business aircraft, of
which 24 have chosen extended range
business aircraft, accounting for
75%.

In addition to trading of
new aircraft, second-hand aircraft
trade is also gaining momentum in
the Chinese market. More buyers have
figured out that it does not necessarily
pose a problem for many second-hand

E—

aircraft even though they have passed
the original warranty period. And for
some budget-conscious business elites
who are in urgent need of business
aircraft, second-hand aircraft trade is
both time and money-efficient.

The dynamic second-hand
trade of business aircraft also shows
that Chinese buyers begin to pay
more attention to the economic and
applicability indicators of business

aircraft.

trend will drive more second-hand
business aircraft to enter the Chinese
market, consequently promoting
increase in flight activities and related
services of business aircraft, which
in turn further facilitates growth
of China's business aircraft market
towards prosperity.

As an efficient "time machine",
though costly, the greater value from
saved time cost by business aviation
deserves more attention. Meanwhile,
business aircraft can also be

considered as a value-
preserving and value-
added investment
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tool, which could be entrusted
to professional business aircraft
companies for commercial operations
to cover the maintenance cost and
generate additional profits.

With the continuous development
of the business aircraft market,
there will be more business aircraft
owners and users in China. And as
the consumption concept for business
aircraft becomes more mature,
buyers will tend to be more rational
in choosing and purchasing business
aircraft, leading to a more diversified
and multi-layered business aircraft
market in China.

f"’ﬁ:
P
14

_ )
OAX Y X

OB
0 \)
“l 4?:*:?}3‘ ;



1 Text/ He Anhua Translation/ Sun Xinyu

ollowing the normative
requirements put forward

by the Civil Aviation
Administration of China
and in light of FBO development in
China, future FBO charges for
business aviation in China could be
further improved by the principle of
realizing “graded and classified, fair
and reasonable, open and transparent
charges”, so that with clear service
items, marked price, reduced charges
and upgraded consumer experience,
the price could reflect both resource
shortage and utilization efficiency.
Regarding the direction of
adjustment, the FBO industry should
implement graded and classified
management to adopt differentiated
approaches for hub, trunk-line and
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regional airports based on the types,
costs and procedures of services they
provide. For public welfare-aimed
charter flights such as medical aid,
charges and services should also
be differentiated. Aviation business
and non-aviation business should be
distinguished as aviation business
should be in strict compliance with
the regulations of CAAC, and non-
aviation business should be charged
based on their full take-off weight and
slot period by the principle of “more
charges for more benefits” so as to
reflect the scarcity of resources and
fairness of the use.

To be more specific, currently the
controversy mainly focuses on the
market-oriented non-aviation business
fees charged by FBO operators.

Adjustment could be made by dividing
the charges into basic and optional
services, among which the basic
service should cover the necessary
facilities and services to ensure regular
take-off and landing of business
aircraft and passengers’ entry and exit
of airports, such as building access,
parking stand coordination, aircraft
guidance, mooring, parking, among
others; while the optional service
refers to value-added services, chosen
by customers and charged as actual

consumption regardless of the aircraft

types.
In terms of pricing method, basic

services could adopt cost-oriented
method, i.e., production cost plus
reasonable profit of the industry; while
optional services could apply value-

oriented method to meet individual
demand of customers by implementing
graded and classified charges for
different business such as by full take-
off weight or slot period.

However it doesn’t mean that all
airports should adopt a unified pricing
system, but rather differentiated
pricing models could be adopted for
airports at different level by grading
and classification. Therefore, research
on charging and pricing models of
worldwide busy airports, regular
airports and general aviation airports
should be enhanced to improve the
service quality of FBOs in china
and facilitate them to participate in
international competition in the future.

Meanwhile, the FBO industry
should develop a dynamic price
adjustment mechanism. As business

aviation is individualized consumption
in its nature, in most cases it iS non-
aviation business, therefore a market-
oriented pricing model should be
given play to optimize resource
allocation, and FBOs should be
allowed to implement dynamically
adjusted service prices according
to certain procedures based on
comprehensive considerations of cost
changes, service quality and resource
capability. However, FBO operators
need to strengthen coordination and
communication with operators and
users, and take the initiative to fulfill
the obligations of cost reporting to
clients and information reporting to
CAAC.

Of course, considering the
shortage of resources such as parking
aprons, breakthroughs should be

allowed to certain extent to the
existing provisions on parking charges,
as according to which, taking the
Dassault Falcon 2000 for instance,
parking is charged 60 yuan per day
after 24 hours at the Capital Airport,
which is far less than the actual
value of the resource considering the
parking fee for vehicles is 80 yuan
per day. It is suggested that market
regulation should be brought into
full play, and on the basis of fairness,
additional charges or value-added
services should be added to promote
the utilization efficiency of aprons
and other resources. We suggest that
market role should be given to play by
adding extra charges for value-added
services on a fair basis to improve
utilization efficiency of aprons and
other resources. -




The National Business Aviation Association and The General Aviation Manufacturers
Association jointly conducted a 2018 survey of companies using general aviation
aircraft. Here are key findings from the 2018 study. The findings represent a
statistically valid representation of the use of business aircraft by NBAA’s 11,000-

plus member companies today.

55.2%

* More than half of the turbine-powered
business airplanes flying today are small jets,
turboprops or other small aircraft

These smaller aircraft make up 55.2% of
the fleets owned and operated by NBAA
members, including 16.7% small jets and
18.7% turboprops.

e It is increasingly clear that

companies are now operating in 42 ED/D
[ ]

a global marketplace, as more

companies using business aircraft * Business aviation missions
often involve multiple

are flying internationally

* Employees use their time on company aircraft to be highly
effective and productive

Passengers on business aircraft spend, on average, nearly two-thirds
of their time (63 percent) aloft engaged in work, including 38 percent
of the time meeting with colleagues or customers. When they fly
commercially, these same passengers, on average, work only 42
percent of the time. Two-thirds (66 percent) of these passengers say
they are more productive, on business aircraft flights than when they
are in the office, while nearly 86 percent say they are less productive
on commercial flights, compared to when working in their offices.

e Companies use both business aircraft
and the airlines as appropriate

According to the passengers surveyed, on
average, 65.3 percent of their flights are

* Most companies using business
aviation are small companies

In the survey, 57 percent of
pilots say their companies using

business aviation employed 500

or fewer workers.

e The majority of companies using business
aviation have only one airplane

In the survey, 62 percent of pilots say their
companies operate just one turbine-powered
aircraft.

* Many business aircraft are largely flown to towns with

little or no airline service

About 23 percent of pilots and 24
percent of passengers say their
percentage of overseas flights aboard
business aircraft has increased
during the past five years.
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destinations
Pilots say, on average, that
42.2 percent of their trips
involve stopping at more than
one location.

on business aircraft, while 29.1 percent of
their trips are on airliners. The decision
on which business tool to use — business
aircraft or airliner — appears to be made
on a mission-by-mission basis.

In the survey, pilots say, on average, that more than 42.5
percent of their destinations are airports with infrequent or
no scheduled airline service. These pilots also noted that, on
average, 31.5 percent of the flights they conducted in the last
year were to destinations that have never had commercial
air service.

* Top management is on board business aircraft just over half the time

The passengers surveyed said that high-ranking executives (e.g., CEO,
COO, CFO, Board Directors) are traveling with them only 56 percent of the
time. A significant portion of business aircraft passengers include technical
specialists, middle managers and customers.

51.6%

e A primary driver of business aircraft use is
scheduling flexibility

The passengers surveyed say, on average, that 51.6
percent of the business aircraft flights they take
enable them to keep business schedules that could
not be met efficiently using the scheduled airlines,
or other modes of transportation.

e Many business airplanes are used to fly
humanitarian missions

During the past year, 38 percent of pilots say they
have flown humanitarian missions. The pilots
reported flying an average of 3 humanitarian
missions per year.
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