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“Creating a New Jet Fuel Dynamic”

The Stone Age did not end for lack of stone, and the 
Oil Age will end long before the world runs out of oil.

– Sheikh Zaki Yamani, former oil minister of Saudi Arabia, Oct. 23, 2003



The ATA Energy Council: Leading the Way

ABX Air
Air Canada
Air Jamaica
AirTran Airways
Alaska Airlines
American Airlines
ASTAR Air Cargo
Atlas Air
Continental Airlines
Delta Air Lines
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Evergreen Int’l
FedEx Express

Hawaiian Airlines
JetBlue Airways

Mexicana
Midwest Airlines

Southwest Airlines
United Airlines

UPS Airlines
US Airways

Alternative Fuels Liaisons
Michael Baer (US Airways)

Bruno Miller (Delta)

Chair: John Rau (AA) 
Vice-Chair: Rick Pressly (CO) 

Coordinator: John Heimlich (ATA)

Develops and coordinates policy and industry actions regarding the 
economics and implementation of fuel purchasing, management and 
operations; recommends actions affecting fuel consortia and other 
relevant locations worldwide.



Source: 1993-2004 from McKinsey study (carrier sample shown in chart); 2005-2009F from IATA data/forecasts of global net income and estimates of invested capital

Global Context: Airlines Challenged to Cover Cost of Capital 
Airlines Not in a Position to Make Large Investments in New Markets or Equipment
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Air New Zealand EasyJet Ryanair
AirTran FlyBe SAS
Alaska Frontier Singapore
Alitalia Iberia Southwest
All Nippon JAL Swiss
America West JetBlue Swissair
American KLM Thai
British Airways Korean United
Cathay Pacific Lan Chile US Airways
Cintra Lufthansa VARIG
Continental Northwest Virgin Express
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In 2008, U.S. Passenger and Cargo Airlines Spent $16B 
More on Fuel Than in 2007 and $42B More Than in 2003

Sources: ATA, Energy Information Administration, Department of Transportation
Note: Value in parentheses below year is average price paid per gallon excluding taxes, into-plane fees, pipeline tariffs and hedging costs
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Gallons

“The U.S. airlines…have a relatively low proportion of their 2008 fuel 
needs hedged, because hedging high and volatile fuel prices is 
expensive and may require posting cash collateral.” 
Standard & Poor’s (March 11, 2008)



Demand for Domestic Air Travel Has Not Recovered 
Smaller Portion of U.S. Economy Being Spent on Air Travel Means Revenue Shortfall

Source: ATA analysis of BEA and BTS data
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Domestic Passenger Revenue Shortfall
(in $Billions) from 1991-2000 Average

“The events of 9/11 marked…a permanent decline in domestic airline demand. We estimate that the gap 
between pre-9/11 demand and the post-9/11 period demand resulted in…the equivalent of the industry 
having no domestic revenue in 2007 and 2008.” (“9/11 Revenue Impact in Context,” Barclays Capital, Feb. 10, 2009)

Domestic Passenger Revenue as Share  
of U.S. Gross Domestic Product

* Year ended second quarter 2009 (i.e., 3Q08 through 2Q09)



Sources: ATA, BTS and Innovata (via APGDat )

2009 Domestic Seating Capacity Will Fall Most Since 1942
Market Forces, Policy Resulting in Largest Post-WWII Contraction in Aviation History
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* An available seat mile (ASM) is one seat flown one mile
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http://www.bloomberg.com/apps/news?pid=newsarchive&sid=a7P66SZPNBxA

By Mary Schlangenstein and Mary Jane Credeur

Sept. 4 (Bloomberg) -- Delta Air Lines Inc. and the other big U.S. carriers are poised to make more cuts in available seats as the summer travel season ends this weekend, capping the industry’s deepest retrenchment since World War II. 

Capacity at the six largest airlines, led by Delta, will shrink 6.8 percent by year’s end from 2008 levels, according to data compiled by flight information firm OAG Aviation Solutions for Bloomberg News. That’s equal to erasing the domestic network of US Airways Group Inc., the No. 6 U.S. carrier by traffic. 

The analysis by OAG and a separate assessment by the Air Transport Association trade group show the scope of U.S. carriers’ pullback to counter slumping business travel in the recession and the usual end-of-year decline in leisure fliers. Some analysts say the reductions aren’t done. 

“There’s no point putting seats in the air if people don’t want to fly,” said David Swierenga, president of aviation consulting firm AeroEcon in Round Rock, Texas. “A double-digit cut, more than 10 percent, in capacity is called for.” 

The six biggest carriers posted a 4.2 percent slide in August traffic on their main jet operations, based on results released today by Delta and Southwest Airlines Co., the last two companies to report. It was the 15th straight monthly drop in miles flown by paying passengers. 

Computing Capacity 

Capacity is measured in available seat miles, or the number of seats multiplied by the number of miles flown. Airlines’ benefits from flying less are lower costs and fewer tickets for sale, a move intended to lead to higher fares. 

OAG and the Washington-based Air Transport Association examined different groups of airlines in sizing up the industry’s full-year contraction. Carriers don’t report their planned reductions the same way and usually don’t announce what routes or flights they’re discarding. 

OAG, based in Downers Grove, Illinois, reviewed post-Labor Day schedules to compute how much 2009 flying will be chopped in the U.S. and overseas by Delta, AMR Corp.’s American Airlines, UAL Corp.’s United Airlines, Continental Airlines Inc., Southwest and US Airways. The ATA said industrywide seating capacity would fall 6.9 percent on domestic routes in 2009. 

1942 Benchmark 

That would be the most since a 12 percent drop in 1942, the first full year of U.S. involvement in World War II, according to ATA data. Based on available seats, the U.S. industry is about 450 times larger now than 67 years ago. 

The ATA’s analysis means that the 2009 capacity cuts would dwarf airlines’ 3.9 percent pullback in 2002, the year after the Sept. 11 terrorist attacks, and the 4.4 percent drop in 1974 amid the oil-price shock. 

“As far as I’m concerned, they can’t cut enough capacity,” said Hunter Keay, an analyst at Stifel Nicolaus & Co. in Baltimore. “Every little bit helps.” 

Airlines have filled seats in the recession by offering cheaper tickets. Houston-based Continental, one of the few carriers to report monthly financial data, said revenue from each seat flown a mile tumbled as much as 18 percent in August for an eighth straight monthly decline. 

“If you have less capacity, that generally allows a bit more pricing power,” said Kevin Krone, the marketing chief for Dallas-based Southwest. “It got trumped this year because the economy was so bad. Those sort of offset each other.” 

No Pricing Power 

Major U.S. carriers have pushed through 3 broad fare increases in 2009, down from 15 in 2008 and 17 in 2007, according to Rick Seaney, founder of Dallas-based ticket- research firm FareCompare.com. Yield, or average fare per mile, fell each month this year through July, according to the ATA. 

Airlines aren’t seeing pricing strength in coming months, according to online travel agency Travelocity.com. Average fares for domestic flights from Sept. 7 through Nov. 17 dropped 2.8 percent between mid-July and mid-August, Southlake, Texas-based Travelocity.com said. International prices fell 1.1 percent. 

Business fares, usually airlines’ most profitable source of revenue, are at the lowest levels in six years, based on data from American Express Co. 

“They have no idea how business bookings are going to hold up, and you’ve got to assume the worst at this point,” said Michael Derchin, an analyst at FTN Equity Capital Markets Corp. in New York. “More capacity needs to come out.” 

To contact the reporters on this story: Mary Schlangenstein in Dallas at maryc.s@bloomberg.net; Mary Jane Credeur in Atlanta at mcredeur@bloomberg.net. 

Last Updated: September 4, 2009 14:18 EDT 




Jet Fuel Is a Drop in the Bucket, Subject to the Economics of 
Refining for All Petroleum Segments (incl. Gasoline)

Sources: Energy Information Administration and American Petroleum Institute
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** Includes heavy oils used in industry, marine 
transportation and electric-power generation

Average U.S. Yield 
From Barrel of 

Crude Oil in 2008
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Presentation Notes
Major products of oil refineries
Most products of oil processing are usually grouped into three categories: light distillates (LPG, gasoline, naphtha), middle distillates (kerosene, diesel), heavy distillates and residuum (fuel oil, lubricating oils, wax, tar). This classification is based on the way crude oil is distilled and separated into fractions (called distillates and residuum) as can be seen in the above drawing.[2]

Liquid petroleum gas (LPG) 
Gasoline (also known as petrol) 
Naphtha 
Kerosene and related jet aircraft fuels 
Diesel fuel 
Fuel oils 
Lubricating oils 
Paraffin wax 
Asphalt and Tar 
Petroleum coke 


http://tonto.eia.doe.gov/dnav/pet/pet_pnp_pct_dc_nus_pct_a.htm
http://tonto.eia.doe.gov/dnav/pet/pet_pnp_pct_dc_nus_pct_a.htm
http://www.api.org/aboutoilgas/sectors/refining/upload/oilfacts_rgb.pdf


Source: Energy Information Administration

Fuel Ethanol Production (Thousands of Barrels per Day)

Aviation Does Not Want Fuel That Competes With Food
U.S. Ethanol Production Displacing Conventional Gasoline

“If ‘Ethanol’ was a country, it would have been ranked number five last year 
among countries in…production growth.”

Daniel Yergin, “Oil has reached a turning point,” Financial Times (May 28, 2008)
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Source: Energy Information Administration Weekly Petroleum Status Report
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Why Is Jet Fuel an Attractive Market? 
Petroleum Product Margins Matter
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http://www.eia.doe.gov/oil_gas/petroleum/data_publications/weekly_petroleum_status_report/wpsr.html
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Why Is Jet Fuel an Attractive Market? 
U.S. Refineries Responding to Weak Gasoline Margins, Meaning Less Jet Output

Source: Energy Information Administration
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Motorists demanding less gasoline
Ethanol mandates = less demand for petroleum
U.S. refineries configured to maximize gasoline
Europe demands diesel, exports gasoline




Why Is Jet Fuel an Attractive Market? 
Decisions About Staffing, Scheduling, Aircraft Purchasing Made in Broader Cycles

Average* Jet Fuel Price per Gallon

Source EIA Weekly Petroleum Status Report

11

* Simple average of spot prices in New York Harbor, U.S. Gulf Coast and Los Angeles
** Through Sept. 22
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http://www.eia.doe.gov/oil_gas/petroleum/data_publications/weekly_petroleum_status_report/wpsr.html


Why Is Jet Fuel an Attractive Market? 
Volatility of Jet Fuel Prices Today Wreaks Havoc on Business Planning

Source: Energy Information Administration
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Why Is Jet Fuel an Attractive Market? 
Jet Fuel Continues to Command a Price (Cents per Gallon) Premium to Diesel

Source: ATA and Energy Information Administration www.airlines.org13

Los AngelesNew York Harbor U.S. Gulf Coast
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Motorists demanding less gasoline
Ethanol mandates = less demand for petroleum
U.S. refineries configured to maximize gasoline
Europe demands diesel, exports gasoline




Source: ATA Fuel Portal
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Top 40 AirportsTop 10 Airports Top 25 Airports

Why Is Jet Fuel an Attractive Market? 
Large U.S. Airports are Ready-Made Nodes in a Network of Concentrated Demand

Note: Four U.S. airports (LAX, JFK, ORD, ATL) support uplift of 
more than one billion gallons annually each  
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Why Is Jet Fuel an Attractive Market? 
To the Airline Requirements, Add a Few Billion Gallons per Year for the Military

ATA and CAAFI are working closely with the U.S. military to identify 
mutually attractive locations for deployment of alternative aviation 

fuels, among other opportunities for collaboration.



The Airlines’ Fuel-Efficiency Track Record Is Stellar But Not 
Sufficient — Alternative Fuels Must Be Part of the Solution

www.airlines.org16
Source: ATA analysis of DOT Form 41 traffic data (T2-Z240) and gallons (T2-Z921)

* U.S. passenger and cargo airlines operating worldwide – passenger and cargo revenue ton miles (RTMs) in all services

“[T]he airline industry has been very proactive in seeking ways to reduce their carbon footprint with a 
goal of achieving carbon-neutrality within the next few decades. We’re not aware of any other major 
user of fossil fuels or those who tap into the electrical grid targeting as aggressive a reduction in 
their carbon footprint as the global airline industry….”

“Should you consider buying carbon offsets next time you log on to your computer?” Airmail 349, Merrill Lynch (Jan. 16, 2009)

Presenter
Presentation Notes
Fleet turnover (e.g., new airframes)
New engine design (e.g., geared turbofan)
Onboard materials (e.g., seats, entertainment, carts)
Alternative fuels (e.g., blends with biofuel or pure biojet)
Operational procedures (e.g., flight planning software)
Air traffic management (e.g., airspace design, GPS)
Re-pricing passenger services (e.g., baggage, meals)



The ATA Alternative Fuels Commitment: 
Feedstock-Neutral and Predicated on Performance



 

Fuel Quality



 

Environmental Benefit



 

Supply Reliability



 

Economic Feasibility

The members of the Air Transport Association of America (ATA) are dedicated to the development and 
deployment of safe, environmentally friendly, reliable and economically feasible alternatives to conventional 
petroleum-based jet fuel. We recognize that this effort presents significant technical and financing 
challenges. Further, we believe that we must proactively evaluate the commercial challenges associated 
with developing promising technologies that can meet our needs. We commit to work with future suppliers 
who potentially can integrate alternative fuels into our operations that are consistent with the principles on 
which we elaborate below. To foster the development and deployment of alternative jet fuels that meet our 
objectives, ATA is a founding and principal member of the Commercial Aviation Alternative Fuels 
Initiative (CAAFI), a consortium of government agencies, airlines, manufacturers, airports and current and 
prospective fuel suppliers that are coordinating work on the research and development of alternative jet 
fuels, including technical specifications, environmental aspects, production and distribution.

Source: http://www.airlines.org/economics/energy/altfuelsprinciples.htm (April 22, 2008)
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