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James Hogan, President and Chief Executive Officer of 
WFS host Etihad Airways, welcomed delegates to Abu 
Dhabi with a keynote opening address.

“My CFO is my co-pilot, helping me steer through storms 
and whose second opinion is really appreciated.”

His Excellency Sheikh Nahayan Mabarak Al-
Nahayan, United Arab Emirates’ Minister of 
Culture, Youth and Community Development, 
welcomed delegates to Abu Dhabi with 
“unrestrained enthusiasm”.

Etihad Airways forging ahead in 
a challenging global environment

Flying to success 
on the wings of 
aviation

FINANCE EXPERTS AT THE 
FOREFRONT OF TACKLING 
IMPROVED RETURNS

James explained how the capital of the United Arab 
Emirates has become a fast-growing commercial centre 

and a new global aviation hub, ideally positioned at the 
world’s crossroad between the west and emerging markets 
in China, Africa and India.

Traffic growth in the Middle East region is more than double 
the global average at 11.4 per cent and James spoke of how 
Abu Dhabi is rising to the challenge with impressive new 
facilities.

These include a new Midfield Terminal at Abu Dhabi airport, 
due to open in 2017 with exclusive use by Etihad Airways.

James went on to give delegates an overview of the airline, 
founded in 2003.

Etihad Airways employs more than 20,000 people from 
more than 140 nationalities and has a fleet of 104 aircraft 
serving 108 direct passenger and cargo destinations.

More than 220 flights are operated daily, with passenger 
numbers of 11.5 million in 2013 helping to deliver a net profit 
last year of US $62 million.

So said Christoph Mueller, Chief 
Executive Officer of Irish carrier Aer 

Lingus, in a broad discussion of how 
sustainable financial health for airlines 
could be achieved.

Paul Steele, IATA’s Senior Vice 
President Member External 
Relationships and Corporate Secretary, 

led the Leadership Panel debate on the 
historical and deep-rooted challenges 
of the airline industry.

Joining Christoph on the panel were 
Peter Davies, Senior Partner and Co-
Head of Developed Markets Strategy 
at Lansdowne Partners, Eric Eugene, 
Global Head of Transportation Group 

at BNP Paribas, John Luth, Chairman 
and Chief Executive Officer of Seabury 
Group, and Manoj Papa, Chief 
Executive Officer of Air Seychelles.

Manoj echoed Christoph’s comments, 
adding: “The airline CFO has evolved 
from being purely an accountant to 
understanding the business and its 
pressure points, driving projects and 
business cases.

“Historically this was a back office 
function but now CFOs are a lot 
more visible and give a CEO a sense 
of comfort because they know the 
numbers inside and out.”

The group considered how the airline 
industry has generated one of the 
lowest returns on invested capital of 
any industry during the past 40 years.

However, while other industries with 
low returns have contracted, the airline 
industry has expanded, defying the 
laws of economics.

John Luth listed the main difficulties 
airlines have faced as the way they 
have been organised, external shocks, 

In an opening address, His Excellency stressed how the 
UAE is a nation that recognises the value of the aviation 

industry and celebrates its success.
He said: “The United Arab Emirates has flown to its status 

as a vital global crossroads on the wings of commercially 
successful airlines.  

“Our national leaders will forever promote aviation 
connectivity. It supports our prosperity and enlarges our 
global vision.  

“There is a deep conviction in Abu Dhabi that a commercially 
successful airline industry is essential to an open and globally 
competitive economy.”

His Excellency Sheikh Nahayan Mabarak Al-Nahayan 
recognised how taking care of passengers comes at a cost.

He added: “Acting with the greatest sense of responsibility 
for their passengers, the world’s airlines must improve their 
bottom lines.  

“I am confident that you will succeed in your endeavour. 
After all, you created and continuously strengthen what Bill 
Gates called the world’s first World Wide Web.  

“He observed that the airplane brought people, languages, 
ideas, and values together.  I believe that, despite the power of 
the second World Wide Web to connect us globally in certain 
ways, your airplanes have become even more important in 
connecting us person-to-person.  

“Commercial aviation has brought people, languages, 
ideas, and values together in the United Arab Emirates.

“You cannot afford to lose money or to be only marginally 
profitable. I wish you overwhelming success as you discuss 
the financial health of airlines, now and in the future.”
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Etihad Airways’ President and Chief Executive Officer James Hogan

His Excellency Sheikh Nahayan Mabarak Al-Nahayan, United Arab 
Emirates’ Minister of Culture, Youth and Community Development
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Left to right are Peter Davies, Christoph Mueller, Eric Eugene, Manoj Papa, and John Luth
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Industry faces ‘massive 
challenges’ to financial 
sustainability 

John Luth, Chairman and Chief Executive Officer of Seabury Group, has advised 
on more than US $200 billion of aircraft orders, US $80 billion of financing, 
and US $90 billion of debt restructurings. Previously Chief Financial Officer of 
Continental Airlines, John was also Continental’s Chief Information Officer. Daily 
News posed some key questions…

What are the main challenges 
the airline industry faces 
to become financially 
sustainable?

The airline industry faces mas-
sive challenges to achieve financial 
sustainability. 

The fundamental design of the 
industry lends itself to instability 
because of double leverage: high 
fixed costs and high financial 
leverage. The industry is highly 
susceptible to all external shocks, 
which always have a negative 
impact on it.

To counter these structural chal-
lenges, management teams across 
the globe need to demonstrate 
appropriate levels of capacity re-
straint combined with optimisation 
of networks and fleets, and nego-
tiating added flexibility with their 
labour groups and staff in order to 
withstand these external shocks. 

Simply put, less capacity within 
the industry is safer than too much 
at any given time. A means of en-
suring such restraint and good 
management is for all airline man-
agement groups to focus on deliv-
ering appropriate levels of ‘Return 
on Invested Capital’ (ROIC) relative 
to their ‘Weighted Costs of Capital’  
(WACC). By managing airlines with 
ROIC targets clearly communicat-
ed to all stakeholders, airline man-

agement groups will, over time, 
help improve the profitable state of 
the global airline industry. 

Are there other industries 
that are similarly financially 
challenged?

The banking industry, particu-
larly the lending business, is simi-
larly challenged because it has 
relatively high fixed cost bases and 
limited capital cushions. But, un-
like the airline industry, the bank-
ing industry is safeguarded by 
significant structural support from 
governments to maintain stability, 
particularly through governments  
insuring depositors’ monies, which 
provides a low-cost source of capi-
tal that is not available to the airline 
industry.  

The airline industry has 
reported profits since 2010. 
Although the margins are 
not large relative to other 
industries, does this suggest 
a turning of the corner 
towards sustainability?

The airline industry is evolving by 
learning from its past mistakes. 

It is certain that there will be more 
profitability swings in the future 
and I am confident that the man-
agement teams in place today are 
well equipped to handle the ups 

and downs.
Never before have we had better 

software tools and ‘best practice 
techniques’ that, if properly em-
ployed, will allow the global airline 
industry to continue to improve its 
ROIC.

Having personally advised on 
over US $200 billion (at list 
prices) of new aircraft orders, 
can you recall a particularly 
risky operation that you 
have felt especially proud of 
afterwards?

We take pride in all of our clients’ 
successes and progress in over-
coming their challenges.

Our team has always worked 
closely with our clients to chart a 
strategic path to generate the de-
sired results, while they effectively 
handle all day-to-day management 
activities. 

The ultimate fulfillment in work-
ing with our clients is when we fly 
our clients’ aircraft knowing that 
we were part of their successful ef-
forts. 

That said, we were particularly 
pleased to have been the advisor 
to Etihad Airways on its landmark 
order for US $60 billion of new gen-
eration widebody and narrowbody 
aircraft in 2013.

John Luth, Chairman and Chief Executive Officer of Seabury Group

James spoke of today’s 
challenging aviation environment, 
with major issues such as 
economic and political instability, 
overcapacity, market access 
restraints, and increasing 
protectionism.

He went on to list how airlines 
have also battled with elements 
beyond their control, such as 
natural disasters, geopolitical 
issues, and global health scares 
such as the current Ebola outbreak 
in West Africa.

Against an uncertain backdrop, 
the Etihad Airways business model 
for growth is based on organic 
growth, codeshare partnerships 
and minority equity investments in 
other airlines.

James said that the Etihad 
Airways network will be further 
bolstered with nine new routes 
between now and the end of 2015.

Phuket in October, San Francisco 
in November, and Dallas in 
December will be joined in 2015 
by Algiers, Edinburgh, Entebbe, 
Hong Kong, Kolkata, and Madrid. 
Brisbane flights will also move to 
direct flights in 2015.

The first Airbus A380 and Boeing 
787 Dreamliner aircraft join the fleet 
at the end of this year, featuring an 
impressive range of new cabins 
including the Residence by Etihad 
Airways on the A380.

The Residence is a completely 
new forward upper-deck cabin that 
accommodates single or double 
occupancy and features a living 
room, separate double bedroom, 
ensuite shower room, a personal 
Butler, and a VIP Travel Concierge 
service.

Etihad Airways also has 47 
codeshare partners, creating a 
virtual network of more than 450 
destinations.

Equity investments include 
stakes in airberlin (29 per cent), 
Air Seychelles (40 per cent), 

Jet Airways (24 per cent), Virgin 
Australia (21 per cent), Aer Lingus 
(four per cent), Air Serbia (49 per 
cent), 33.3 per cent of Etihad 
Regional, and, subject to regulatory 
approvals, 49 per cent of Alitalia.

James said: “We have evolved 
from an airline to a global aviation 
travel group.”

Working in close partnership with 
its equity partners, the strategy 
delivers deep-rooted commercial 
and operational benefits, significant 
cost reduction opportunities and 
tremendous potential for joint 
procurement of assets, services 
and supplies.

There is also resource sharing 
of fleet, staff, training and 
maintenance, as well as a two-
way transfer of knowledge and 
technology.

Combined, the equity partners 
serve more than 400 destinations 
with more than 700 aircraft carrying 
110 million passengers a year, 
generating revenues in excess of 
US $20 billion.

James stressed that the equity 
partnerships approach is pro-
competitive.

He said: “We work with partners 
for mutual gain, and collaborative 
growth delivers sustainable 
businesses.

“Working together, we have 
created new routes, capacity and 
possibilities in connections.

“It all adds up to more choice and 
convenience for consumers, and 
greater consistency, stability and 
reliability for the airlines.

“Jobs have been safeguarded 
and created - not just for the 
partners but for global suppliers.

“Air services have been 
maintained and expanded, 
delivering substantial benefits for 
local and national economies.

“In short, external investment is 
not a threat – it is a way forward 
with widespread benefits.”

Etihad Airways forging 
ahead in a challenging 
global environment
• Continued from Page 1
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IATA committees help drive vision for 
a safe, secure and profitable industry

Michael Doersman, Senior Vice President Group Finance, Emirates Group, and Chairman of IATA’s 
Financial Committee, provides insights on IATA’s Governance structure from the airline perspective…

What is the role and structure of 
IATA and its various committees  
in supporting financial health for 
airlines?

As the most important 
organisation representing the airline 
industry, IATA plays an important 
role in supporting the financial 
health of its members through 
its work on global standards and 
advocacy efforts. 

‘Driving a profitable air transport 
industry’ is one major element in 
IATA’s vision and 2050 Report. 

The various IATA committees, 
through its member airlines and 
supported by IATA, are the main 
drivers to execute the vision by de-
fining a strategic roadmap along-
side specific key initiatives. 

There are six industry commit-
tees assigned to specific areas of 
responsibility. IATA needs to ensure 
that the committees collaborate as 

much as possible to drive the vi-
sion forward in the most profes-
sional, effective and efficient way 
in order for the airline community 
to recognise the benefits.

The Financial Committee, or 
FinCom, went through a recent 
restructuring of its Working 
Groups. What is your view on the 
evolution of FinCom?

I’ve been a FinCom member for 
a couple of years and we’ve man-
aged to perform substantial chang-
es in how we work and collaborate 
in quite a short time period, bearing 
in mind that we all have our own 
airline jobs and only meet twice a 
year as a committee. 

We have moved away from high 
level operational ‘day-to-day’ is-
sues to focus on strategic financial 
topics for the industry, analysing 
and improving IATA’s well-estab-
lished industry standards. 

We’ve defined a strategic road-
map, based on IATA’s vision, and 
the initiatives we are looking at are 
a main part of our discussions at 
WFS. These initiatives need to be 

managed and executed through 
the working groups reporting into 
FinCom. 

Our old working group structure, 
established many years back, 
wasn’t the right fit to achieve the 
results we’re aiming for. Some of 
them are very ambitious and will 
require a lot of work over the next 
years. We have therefore reshaped 
the working group structure, 
aligned the various groups across 
three new main streams, and add-
ed a steering board to coordinate 
and monitor all the activities. 

Overall we have tried to bring in a 
focused and result-oriented struc-
ture that replicates our own airline 
environment.

From an airline perspective, what 
is the added value IATA brings to 
industry financial health and to 
member airlines in particular?

IATA’s added value comes from 
being the most influential airline 
industry organisation in relation to 
a single airline or even airline alli-
ances. 

This is documented through a 
number of initiatives that take 
place every year to either reduce 
costs for the airlines or lobbying ef-
forts to avoid substantial or unjus-
tified cost increases [through new 
fees, charges and taxes imposed 
by governments]. 

All of these activities have a direct 
impact to the bottom line result of 
airlines while other IATA initiatives 
advocate for aviation in general. 

The additional benefit for an IATA 
member airline comes from the us-
age of IATA’s Settlement Systems 
(ISS) that help members to reduce 
administrative and accounting 
costs or enhance their cash-flow. 

Senior Vice President Group Finance, 
Emirates Group, Michael Doersman

Four tracks tackle specialised areas
The WFS featured four specialised areas of in-depth focus.

Transformation in Revenue 
Accounting

 
Revenue Accounting has the mission 
of efficiently bringing in all the 
earned revenue, providing business 
performance information and satisfying 
financial reporting needs.
Revenue Accounting systems continue 
to evolve - with latest ideas to make 
more use of electronic ticket databases 
or to offer an industry-wide pre-
processor that could feed data suitable 
for an enterprise resource planner. 
This track discussed the changes the 
New Distribution Capability (NDC) may 
bring to the way industry sales data is 
prepared, which may perhaps simplify 
the requirements, but will certainly create 
a need for change.

The Payment Riddle: 
Combining Security, 

Convenience and Cost
 
The airline industry spends 
approximately US $7 billion globally just 
to collect its hard-earned revenues. 
This session will discuss how winners 
separate themselves from the crowd 
by understanding and reducing 
operational cost, how to maximise the 
use of big data and reduce reliance 
on assumptions to support strategic 
decision, total cost of current methods 
of payment, how credit card payment 
is ubiquitous today and what will be 
the next big thing in payment methods 
tomorrow.

Building a World-Class 
Treasury

 
Achieving a world-class treasury function 
in today’s challenging and volatile 
environment is no easy task. 
This track looked at the requirements 
and priorities that the business and 
financial landscape imposes on the 
treasury function. 
Key topics addressed included visibility, 
efficiencies, centralisation, automation 
and standardisation.  
As Treasury’s strategic role and visibility 
is now on each CFO’s and CEO’s 
dashboard, building a strong treasury 
area is more important than ever.

Risk Management in a 
Changing World

 
Recent events have pushed the risks 
presented by geopolitical instability 
front and centre for many international 
corporations. 
What do corporate finance executives 
need to know about corporate insurance 
to manage these risks? 
Corporate liabilities and ground 
operations damages will also be 
addressed.

Wednesday’s topics were Transformation 
in Revenue Accounting and Building a 

World-Class Treasury.
Sessions on Thursday are entitled The 

Payment Riddle: Combining Security, 

Convenience and Cost and Risk Management 
in a Changing World.

WFS Daily News recaps on yesterday’s 
sessions and look’s ahead to what will be 
covered today…

Vijay Panday, Director, Group Treasury and Risk, KLM, speaking at the Building a World-Class Treasury session Gyorgyi Szantner, Head of Finance Services, British Airways, at the Transformation in Revenue Accounting session
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IT’S FUN, FUN, FUN AS SPIRIT OF THE BEACH BOYS FLOWS!
The nostalgic sounds of 1960s California came 
flooding back as Surfin: The Beach Boys Tribute Band 
entertained delegates at a gala dinner last night.

Aparty atmosphere rounded-off a busy opening day of the WFS as 
guests relaxed at the pool and beachside area of the Jumeirah at 

Etihad Towers hotel.

Aleks Popovich, Senior Vice President Financial and Distribution Services, IATA, (left) with 
Etihad Airways’ Chief Financial Officer James Rigney



5

IATA WORLD FINANCIAL SYMPOSIUM 2014THURSDAY, SEPTEMBER 18, 2014

I ATA  W O R L D  F I N A N C I A L  S Y M P O S I U M  2 0 1 4  -  A B U  D H A B I  •  1 7  -  1 8  S E P T E M B E R  2 0 1 4

IT’S FUN, FUN, FUN AS SPIRIT OF THE BEACH BOYS FLOWS!



I ATA  W O R L D  F I N A N C I A L  S Y M P O S I U M  2 0 1 4  -  A B U  D H A B I  •  1 7  -  1 8  S E P T E M B E R  2 0 1 46

DAILY NEWS

PRESSURES ON COST AND FARE 
LEVELS LIKELY TO CONTINUE

Setting the financial targets that need to be met for any business 
to reach a position where it might be considered to be financially 
sustainable is reasonably straightforward. 
These relate to the necessary profit margin, cash generation, 

balance sheet structure and in particular, the liquidity that 
is either retained in the company or that is readily accessible. 

The real challenge for many management teams remains 
delivering these targets and creating or achieving the 
necessary conditions for success.

Generalisations have always been particularly dangerous in 
the airline industry. Not only is it a global industry, but there is 
also a wide variation in financial outcomes.

Consequently, against such a background there needs to 
be a focus on the performance of individual airlines. 

While there are a number of airlines that meet the conditions 
for sustainability, the key question is how quickly this group 
will increase in size.

For the airline industry in particular, ‘cash is king’ and it 

always has been – something that is well known and almost 
universally recognised, as is the need to focus on maximising 
the cash inflows and minimising the cash outflows that are 
associated with any action over whatever time period. 

From an economic perspective, while we continue to 
move further away from what is now known as ‘The Great 
Recession’, there remain a number of economies that still 
face challenges. 

Furthermore, and at least in the near and medium term, it 
would appear that the traditional economic cycle has been 
interrupted if not broken. This clearly has an impact for the 
airline industry, not least given the continued importance of 
economic activity as a key driver of airline traffic. In addition, 
the nature of the relationship between GDP and traffic 
continues to change. 

More generally, the opportunity for airlines to ‘ride the 
upswing’ and store-up cash for inevitably more difficult 
times would appear to be absent. As a consequence, real 
financial improvement will result from being able to benefit 
from structural change whether in the market place or within 
the business.

There is, however, no escaping the fact that the rules of 
economics, even at the simplest level where the relationship 
between supply, demand and the requisite price level applies 
to airlines just as any other businesses. 

To this end, at an industry level the current and likely future 
delivery rates of, in particular, shorthaul aircraft are likely to 
result in continuing downward pressure on fares, resulting in 
additional benefit for consumers and increasing the need for 
ongoing reductions in costs.

There is little doubt that over the last few years a combination 
of the changed economic background and competitive 
environment has resulted in many so called ‘legacy’ airlines 
pursuing programmes to structurally improve performance.

For some, there is still a considerable way to go before 
they deliver the necessary improvements. However, as has 
been the case for much of the last 30 years, a large share of 
improvements in the underlying financial performance of the 
business has been given away. 

This has been to either consumers in the form of lower fares 
and better product offers, who continue to get more for less, 
or to others in the supply chain, including labour, or both.

In essence, the key question for managers at many airlines 
is what will be necessary for the balance of power in the 
industry to move in their favour, whether in negotiations 
with suppliers, external and internal, resulting in cost base 
improvements, or to achieve higher average fares and better 
revenues? 

In other words, how do airline management teams reset the 
economics in favour of the business and its owners?

Standing still has never been an option in the airline industry 
and innovation across all areas of the business remains a 
fundamentally important catalyst to deliver the necessary 
improvements.

However, change is neither instant nor costless. Industry-
wide initiatives are clearly helpful in changing the rules of 
engagement with both the travel buyers and suppliers and 
we would expect more of these to be implemented. 

However, in terms of the actions that individual management 
teams will need to take to achieve what might be considered 
to be necessary structural improvements in performance, 
these will be, to a greater rather than lesser extent, airline 
specific and will depend upon their particular internal and 
external circumstances. 

The management of change is never easy. But it is through 
such change - which will inevitably result in new ways of doing 
things, including the introduction of new processes, as well 
as new business models, which may not have their origins 
in the airline industry - that an increasing number of airlines 
should move towards a position of financial sustainability.

But as with all things in the real world, it is one thing to plan 
and another thing to implement and there is no guarantee 
that there will be a material increase in the number of airlines 
reaching a position of long-term financial sustainability. 

Chris Tarry, Principal, CTAIRA, discusses structural challenges to achieving long-term financial sustainability

New revenue accounting 
centre for the UAE
Etihad Airways has announced the 
establishment of a dedicated Revenue 
Accounting Centre of Excellence in 
the city of Al Ain in the UAE.

The centre will create job opportunities for more than 1,000 
Emiratis over the next three years.

Etihad Airways President and Chief Executive Officer 
James Hogan said: “Revenue accounting is an expensive 
and time-consuming aspect of the global airline business. 
However, through the establishment of a world-class centre 
of excellence, Etihad Airways and other participating airlines 
can achieve both financial and operational success.” 

James added: “The centre will become a global leader 
in revenue accounting, offering a range of competitively 
priced services that will bring cost savings and operational 
efficiencies to Etihad Airways and other participating airlines.

A range of outsourced support services will be offered by the 
centre, with a focus on optimising processes and platforms 
to boost efficiency, and combining back office functions to 
attain economies of scale.

• Continued from Page 1

Finance experts at the forefront of 
tackling improved returns
fuel costs, competition, regulation and unrestrained capacity.

Christoph Mueller said that in order to make money, more 
airlines need to ensure that their business case stacks up and 
that they are robustly competitive, even lowering capacity to 
reduce costs.

Turning to the question of why people invest in airlines at all, 
Eric Eugene said there were many reasons and added: “The 
industry has lots of issues but there are a number of business 
models and definitely room for improvement in return on 
invested capital.”

Barriers to greater returns included stiff levels of competition 
and external factors such as regulatory requirements.

However, Christoph Mueller added: “We have to deal with 
the issues but blaming the regulatory environment is too 
easy.”

Addressing why some airlines have nevertheless been more 
successful than others, Peter Davies listed four key reasons.

He said: “It is because some do it on the cheap or more 
cheaply than others. That they earn more, operate with better 
dynamics or are better at buying and operating aircraft.

“However, there should still be huge premium returns 
available.”

Other areas of discussion focused on product differentiation, 
ancillary revenue and liberalisation.

Towards the end of the session, the panel was asked for its 
views on whether the fast-growing Gulf carriers could sustain 
their progress.

Eric Eugene said: “People have been saying that they 
cannot for a number of years now. But year-after-year they 
have been proved wrong.”

Manoj Papa added: “The Gulf carriers benefit from a perfect 
geographical location. But they also think outside the box 
and have shown that they really understand the customer.”

Global visibility. One Consolidated View. Enhanced 
Cash Forecasting. Single Information Source.  
Reduced Risk. Enhanced Reporting.  
Time savings for Treasury. 

Secure access to this new industry Dashboard today!
treasurydashboard@iata.org
or visit us online at www.iata.org/treasurydashboard


