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Future-proofing at the heart of
airports’ business transformation in
the new normal

Europe’s airports face key future-proofing challenges, including
squeezed investment, decoupling financial viability from volume
growth, regulatory reset, and becoming the masters of their own
capacity

Istanbul, 3 July 2024: Presenting the State of the Industry at the
opening of the 34" ACI EUROPE Annual Congress and General
Assembly in Istanbul, Director General Olivier Jankovec addressed
Europe’s airports’ new normal and key financial and operational
challenges ahead — within the context of continued traffic resilience,
structural aviation market changes, geopolitical tensions, and the
decarbonisation imperative.

NEW MARKET REALITY

Although the latest traffic data shows that passenger volumes across
the European airport network have now just surpassed their
pre-pandemic (2019) levels! and the peak summer months promise to
be the busiest ever?, wide performance gaps amongst national and
individual airport markets are part of the industry’s new normal.

While airports in fast-developing aviation markets such as Albania,
Uzbekistan and Armenia are seeing exponential growth in passenger
traffic, and those in tourism- and VFR3-dependent EU markets such as
Greece, Poland and Portugal have also surged above their
pre-pandemic volumes, many other airports in countries such as
Finland, Germany, Sweden, the Czech Republic, and Israel remain well
below such volumes.

Jankovec said: “There is no question we live in a whole new world.
Geopolitical tensions, the primacy of leisure & VFR demand coupled
with Ultra Low-Cost Carriers’ continued expansion and Full-Service
Carriers focusing on their hubs and consolidating — all these factors
are shaping airports’ fortunes, resulting in heightened competitive
pressures. While our headline figures tell the story of passenger traffic
finally surpassing 2019 levels — not even half of Europe’s airports
(47%) have actually fully recovered their pre-pandemic volumes.”

REVENUE IMBALANCES & INVESTMENT SQUEEZE

These competitive pressures are very much shaping airports’ finances.
If 2023 saw Europe’s airports posting a much-needed net profit of €8
billion, this remains below what was achieved back in 2019.

This result was mainly driven by non-aeronautical revenues* increasing
by +17% when compared to 2019, rather than user charges paid by



airlines — which only yielded a +29%b increase in aeronautical revenues.
Meanwhile, airfares charged by airlines for intra-European travel are
up by +37% this month when compared to 2019°.

Against that background, Jankovec warned about the risk of an airport
investment squeeze for Europe: “Many airports had to pause
investments in the wake of the pandemic. They now need to catch up
to boost operational resilience, drive decarbonisation forward, keep
digitalising and also increase capacity where required. And with
inflation having pushed airports’ operating costs to record levels and
the debt accumulated since COVID still standing at €130 billion, there
is simply no way around relying more on the 'user pays’ principle. This
means airport charges cannot be frozen or let alone decrease — but
that they will need to increase to sustain the estimated €360 billion in
Europe’s airports investment needs by 2040.”

RED CARDS TO REGULATORS

That reality has yet to sink in with the way airports are regulated in
some countries, where the interests of airlines, rather than those of
the travelling public, communities and the planet, remain the guiding
light. Reviewing recent decisions on airport charges, Jankovec gave a
red card to:

- The Irish Aviation Authority for its decision on airport charges at
Dublin airport - which is based on the interest of just one
dominant airline rather than consumer interest.

- The French regulatory system, which is based on a systematic
downward pressure on charges irrespective of actual costs for
airports.

DECOUPLING FINANCIAL VIABILITY FROM VOLUME GROWTH

Looking ahead, Jankovec further stressed the importance of the ‘user
pays’ principle in the context of climate action and capacity limitations
— outlining a key future-proofing challenge for airports as part of their
continued business transformation: “Europe’s ambitious
decarbonisation policies will increase the cost of flying, which will
inevitably impact demand. Coupled with the capacity constraints faced
by many airports, this presents a unique challenge as our economic
model remains largely dependent on continued volume growth. This
means we will need to decouple our financial viability from this growth
logic — which in turn will require achieving growth in unit revenues.”

He added: “Increasing unit revenues to reflect the impact of climate
policies is precisely what airlines are themselves starting to do, as
shown by Lufthansa’s decision to add an ‘Environmental Cost
Surcharge’ to all its airfares as of next year®.”

BECOMING THE MASTERS OF OUR OWN CAPACITY

Financial challenges and capacity limitations are also putting the
spotlight on the need to increase operational efficiency and resilience
— with a renewed focus on the passenger experience.



With airports too often not being in full control of the way their facilities
and capacity are being used, Jankovec pointed to the need for them to
become the masters of their own capacity and performance:
“Operating an airport is akin to running a factory in which you have
invested, but without being able to effectively control its throughput
and performance — since both are heavily dependent on others, from
airlines and ANSPs to ground handlers and Border Control. This needs
to change as the ramifications extend well beyond our own finances.
This is also about environmental efficiency, connectivity and service
quality.”

Jankovec pointed to digitalisation and in particular AI and Machine
Learning as key enablers in breaking these operational silos through
data access and integration — with airports now driving transformative
agendas through their own Innovation Labs. He also urged for airport
slot rules to be reformed both in the EU and the UK — a call on which
Armando Brunini, President of ACI EUROPE and CEO of SEA Milan
Airports further elaborated in the keynote interview alongside Herald
Ruijters, Deputy Director General of the Directorate for Mobility &
Transport at the European Commission, during the 34t ACI EUROPE
Annual Congress & General Assembly in Istanbul.

! passenger traffic between January and May 2024 across the European airport network
stood at +0.2% compared to the same period in 2019. While Q1 remained below
pre-pandemic levels (-1.3%), Q2 has so far seen the gap closing with month of May
at +4.5% (source: ACI EUROPE Airport Traffic Report)

2 Seat capacity by airlines from European airports this Summer currently stands at
+0.8% above pre-pandemic levels (source: RDC).

3 Visiting Friends and Relatives

4 This comprises revenues from retail, Food & Beverage, parking, advertising and car
rental concessions.

5> RDC APEX Fares Database

6 https://business.lufthansagroup.com/gb/en/news/Ihg-environmental-cost-

surcharge
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ACI EUROPE is the European region of Airports Council International (ACI), the only
worldwide professional association of airport operators. ACI EUROPE represents over
500 airports in 55 countries. Our members facilitate over 90% of commercial air traffic
in Europe. Air transport supports 13.5 million jobs, generating €886 billion in European
economic activity (4.4% of GDP). In response to the Climate Emergency, in June 2019
our members committed to achieving Net Zero carbon emissions for operations under
their control by 2050, without offsetting.
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