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Price . . .

" + Demand is usually represented by a simple negative

€0,70 D slope line (DD).
* The interpretation of this curve is very simple:
€0,60 | '@, P y simp
. “if all the remaining conditions stay equal, the higher the price
eso M ——1 - [} of acertain good, the lower the chance someone will buy it”
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€0.30 . Output
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» Supply is usually represented by a simple positive

Price g slope line (SS).
€0.70 T » Theinterpretation of this curve is also very simple:

’ ()

‘ “ifall the remaining conditions stay equal, the higher the price

€060 of a certain product, the higher the incentive for producers to

' produce and sell more units of thatproduct”, and vice-versa.
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Comparison of market structures

Price Barriers to

Market structure: # of Firms: influence enter Examples
Several Small Nil Grocery shops
Medium Airlines
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Economies of scale

Average Cost

LRAC
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|
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Q

Q. Output

Economies of scale - Efficiency gains through scale

Airport Unit costs

Scale matters!

Airports, as they grow, can enjoy
substantial economies of scale and
therefore reduce unitcosts.

Unit costs

1 2 3 a s 6 7 8 9 10

Million passengers per year
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Economies of scope

Cost of Development

™

Features

I 6. BB

With Economies of Scope, efficiencies are obtained by variety, not
volume.

Many companies diversify their products assuming that economies
of scope will be achieved.

Unlike economies of scale, "which can be reasonably expected to
plateau into an efficient state that will then deliver high-margin
revenues for a period”, economies of scope may never reach that
plateau atall.

Good example of this is Aircraft manufacturer family products (i.e.
A320, A321, A319). Flexibility versus rigidity (i.e. B777 versus A380)
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Economies of density

With economies of density, cost savings are achieved from spatial
proximity of suppliers or providers.

Cost of Operations
Typically, higher population densities allow synergies in service
provision leading to lower unit costs.

If large economies of density exists, there is an incentive for
companies to seamlessly better integrate, concentrate, agglomerate
and work closer to each other.

Proximity . . . i
Example: Singapore airlines and the concentration of the various

subsidiary companies based at Changi airport (Hub operations).
1B

T~ WZESRHVACE RS (A0E 8)
(—) BRI SR AR SRS

1.2019 Ffzesefeeikalis 7 8,770 HEmEMKS -
2fZE R R BRI R BE 3.5 JRFETT -

3. fizE AR LB (G 2K GDP S EHY 4.1% -



4 fZEERT RIS GDP o & SR EES 17 4ir -

Aviation Economic impact (pre-Covid)

Jobs (mn) GDP ($bn)

Tourism Catalytic

Induced

Indirect

Aviation direct

87.7 million uUsD3.5

Aviation total jobs trillion

<=
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Air Passengers Carried (Millions)
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Air passenger and air freight industry development 1970 - 2021

[ 10.4T 50 SERZE A R IRy

QOB EINZR(E 11)

()& 5 S i e il

AFRZESEREEB B IR RY 20 Rl T =% -

B.E ZmmiE 2000 Y 2.5 JKFETHINT 1.7 % 0 =

6.8 JE=IT

C.Jifc s 2 Hif 2000 Y 3,000 {E3EITHER 3 5 -
9,000 {E3=7T -

5000
Financial
crisis
4000
SARS
9/11
3000 Asian
Gulf Crisis, i .
2000 war -
. Iran-Ira e
C?l[ war 9 coviD
1000 crisis
0
mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm w
NNNNNNNNNNNN SR R e R 2000000000008 5832 0222228
mmmmmmmmmm DOV OOO0O0O0O0O00O0O00DO00O0O0O0O0O00OOWN
CPRIIII222IPP222IPP22 22222222 2N RRRARNNRRIRNKRRIRKIKRRKE|RG
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Value of trade carried by air and the spending of tourists

1000 8
900 - Value of traded goods 7
carried by air
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= Spending by tourists 28
g 500 carried by air 2
ki 3
3 38
= 400 L
300 2
200 1
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Airline industry jobs and value added (GDP) per employee
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29 100,000
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Source: IATA Economics using data from ICAO, ATAG, IATA forecasts
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Evolution of the average price of air travel in real terms 1950 - 2019

$ per revenue tonne kilometer)

1950 1960 1970 1980 1990 2000 2010

Source: IATA Economics
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Air Passengers carried and months between flights 2000-19

Air Passengers Carried (Billions)

Air passengers (bn)

Source: IATA, ICAO, IMF
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USD billion
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Source: IATA Sustainability and Economics, The Airline Analyst
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2019 vs 2021 key figures worldwide

12.4 106,600 $17.8

million flights billion worth of
passengers goods carried

wm [
* o T
Everyday in2021... * ¢ ® |

6.2 53,000 $20.5

Everyday in2019...

million flights billion worth of
passengers goods carried
32 © 2024 Copyright IATA Source: IATA Economics, World Bank
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Industry

North America 5.7%

Middle East 3.9%
Latin America

Europe

Asia Pacific -10.3%

5.9%

Africa
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Asia-Pacific

Global International

Q1
Q2
Q3
Q4
Q1
Q2
Q3
Q4
Q1
Q2
Q3
Q4
Q1

Q2
Q3
Q4
Q1

2020 2021 2022 2023 24

Already more than a year ago (2023), the
regions like Africa, Middle East, and
Latin America and Caribbean were
already more connected internationally
than before COVID.

Despite the strong recovery on total
domestic and international traffic, North
America and Europe remain less
connected internationally in 2024 than
before COVID.
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10 w UP: Air passenger demand benefits from more

DOWN: Weaker macroeconomic conditions inflict lasting damage

w—— Baseline

Passengers (in millions)
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More than 9 billion passengers by 2041

Optimistic scenario (Up) Medium scenario (Baseline)
Between 6 to 7 billion passengers by 2041
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Net-zero Competition competition

goals
in aviation

goals
in aviation

25

from
neighbouring
airport hubs

Excessive
that might
lead to price-
competition k
Ed
"B

1

WHY

The global aviation industry is committed to achieving
net-zero emissions by 2050.

Taiwan's inability to produce Sustainable Aviation Fuel
(SAF) leads to high prices.

TOOLS

Incentives for national airlines re Net-Zero by 2050
objectives

Policies-flight paths, upgrade new aircraft with high
energy efficiency.

NEXT STEPS

Government subsidies can incentivize SAF
development and adoption.

Encourage airlines upgrade to new aircraft with high
energy efficiency.

Develop SAF production capabilities within Taiwan.

Building the green airport.



2

WHY

e 0 + The Thai government has announced policies aimed at
Competition from

establishing the country as an aviation hub. However,
Neighboring hubs such as Singapore , Kuala Lumpur,

J e and Hong Kong have established themselves as
neighbouring

dominant players in the region.
TOOLS

+ Data-integration to assist in decision making process
* Government Policies - Fiscal-related measures, taxes
+ Aerodrome, airport - policies

* Incentives

'} “. 1 " - NEXT STEPS
4‘5_ A-‘ » Use data engineering to aggregate and analyze tourism

data, identifying key markets and tailoring marketing
campaigns to attract international travelers.

7

= y e
(>] Departures

- I S + Government subsidies (Intensive , free of charge , discount)
+ Airport expansion and air space management

Excessive WHY
e « Thailand's low-cost airlines engage in price competition
competition that

« Price wars can lead to unsustainable business practices
and financial instability

might lead to

« Lower margins can lead to cost-cutting measures that may
compromise service quality and safety

TOOLS
« Financial health monitoring and reporting
« Data-integration to assist in decision making process

« Government Policies - Fiscal-related measures, taxes
« Involvement in pricing

NEXT STEPS

- * Analyze fare trends, demand pattern to monitor airline pricing
LOW COST

* Government offer subsidies or tax relief for airlines with good
behavior to promote competition on quality. (eg. on time,
safety, Corporate Social Responsibility)

« Floor pricing policy to create a good competitive environment
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