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A bottom-up segment dynamics based forecast of the business aviation market



Insight into methodology
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×The industry has plenty of third party firms that track the business aviation market. For the most part, they do a decent job in the 

difficult task of providing clarity in an industry where economic logic doesnôt always prevail. However, the frustrating partof these 

forecasts is that unit deliveries are treated as static metrics to be trended up or down based on an assessment of the current 

economic drivers affecting the industry. As a result, these forecasts are devoid of any detail at the segment level where most 

industry users would benefit from some sort of clarity.

× In addition to these firms, there are a few manufacturers such as Bombardier, Embraer, Honeywell and Rolls-Royce that publish 

their own branded forecasts. While they provide a different, perhaps even more informed perspective, they are careful, and 

understandably so, not to portray their programs in a bad light which sometimes provides a skewed or biased viewpoint. 

×Finally, there are the research groups of private equity firms that provide a financial short-term picture of the market, given their  

public company focus. The analysts that generate these reports have their own way of viewing the market which works for them 

and serves their clientsô purposes but their analysis does not always translate well for the typical business aviation user.

×Where our forecast differs is that it is built upwards from a segment perspective. A large part of our business is to sell and 

acquire aircraft. As such, we intuitively know which aircraft compete against each other in the market and from a practical 

standpoint, how a customerôs requirements drive their choice of aircraft. Adding to this experience is our OEM backgrounds 

which provide us some understanding into the competitive dynamics of each segment.

×We are not saying that our forecast is better than anyone elseôs. What we do warrant however, is an unbiased and critical 

assessment of the business aviation market that provides some detail as to why certain models will fare better, or worse, than 

others. 

×Note: The information, analysis and opinions outlined in this forecast are derived exclusively through the experience and 

knowledge of Zenith Jetôs principals and are in no way based on privileged information provided by any manufacturer, supplieror

other interested third party. All the information used to generate our forecast was extracted from the public domain.



Quick glance of the industryôs business cycle over the last two decades
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Market overview of forecast period
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×Zenith Jetôs business aviation forecast can neither be characterized as ñbullishò or ñbearishò. We anticipate a disciplined recovery over the 

10 year forecast horizon (2010 ï2019) with the trough transpiring in 2010 (instead of the widely reported consensus of 2011). Instead, 2011 

will be a transitional year when much of the anticipated improving economic conditions will have filtered through into business aviation 

leading to a marginal increase in aircraft deliveries that will steadily increase from that point at a 9% compounded annual growth rate over 

the forecast horizon.

× In terms of regional performance, we acknowledge the BRIC nations (Brazil, Russia, India & China) as potentially strong contributors to 

OEM order books, especially given the appreciation of their respective currencies against the US dollar. However, critical to their 

contribution as the engine powering the recovery is the necessary capital investment to their aviation infrastructure and regulatory relief 

regarding operations and ownership. We believe that the pace of the infrastructure investment and the necessary regulatory relief will lag 

behind the regionsô economic profile.  

× Prospects for a healthy European contribution to aircraft sales have gone from promising to tenuous. Containment activity to control the 

sovereign debt issue in Greece aimed at preempting a fiscal contagion affecting Europeôs more prominent economies is threatening to 

relegate the entire region to the sidelines during the business aviation recovery and potentially over the entire forecast period. 

Compounding the issue is Europeôs looming emissions trade-off plan which may stunt any demand the region has to offer. There is however 

a wildcard aspect to the emissions trade-off issue. Implemented correctly, the emissions legislation may serve to stimulate replacement 

demand for newer more environmentally friendly aircraft (the same way RVSM did during the last business cycle) provided a secondary and 

perhaps even a tertiary market can be tapped for these older aircraft.

×With regard to the traditional business aviation markets in North America, we have strong confidence that they will rebound once corporate 

profits in the region start to show signs of discernable growth, and as Middle East economies are inextricably linked to US growth, so too 

will that region once the recovery starts to take shape.



Aircraft OEM highlights over forecast period 
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Bombardier

We predict that Bombardier will stop producing the L40XR & the L45XR by 2014 and withdraw from the Light and Super Light segments altogether based on the following 

reasoning: The Lear 40 & 45 have not had the sales success they expected, especially internationally. The Lear 85 will allow Bombardier to wipe the slate clean and breathe 

new life into Learjet. They could choose to scale-down the L85, but it would, again, force the company to go against engineering convention as they did when they scaled-

down the L45 to come up with the L40. Not only would the resulting product(s) have ñless than optimalò operating economics (from scaling-down) but attempting to scale-down 

an all composite fuselage presents an inordinately high engineering risk for the company; one we do not believe Bombardier would be willing to take. In addition, fewer in-

production aircraft models will mean less strain on the companyôs supply chain and customer support apparatus. Furthermore, our forecast assumes that the L85 will replace 

the L60XR. We feel Bombardier will opt to focus on the higher-end of the business aviation segments, especially since doing so will not hurt their revenue market share 

leadership which is slated to be 28% over the forecast period.

Gulfstream

We also see very interesting activity emanating from Gulfstream. In our forecast, we have accounted for Gulfstream developing a clean sheet Large aircraft which they will in 

turn stretch into a Super Large model to be ready for entry-into-service in 2015. Our position is largely based on the aforementioned engineering convention and the frenzied 

engine development activity in the 10k to 12k lbs thrust range. Also of interest, despite the manufacturerôs recent commitment to its lower-end product line with the 

development of the G250, we may see Gulfstream shed the IAI products either through divestment, production line closure or a combination of both as these products have 

not translated into the expected sales success or trade-up opportunities Gulfstream envisioned. 

Hawker Beechcraft

Regarding Hawker Beechcraft, this is a company that is facing significant challenges. The Hawker 4000, launched in 1996, recently had its production skyline slashed with the 

NetJets cancellations. The Premier IIôs entry-into-service (initially slated for this year) has slipped to 2013 which is quite worrisome given its relatively minor engine and interior 

upgrade profile. The H450XP has essentially been put on hiatus but we view its cancellation as a potential mixed blessing which may prompt the company to move up a 

segment instead by designing a Super Light product. A stand-up cabin, 2,000 nm range (based on 4 passengers) and a true lav wrapped up in a sleek airframe would present 

a serious challenge to Cessna's long-in-the-tooth straight-winged XLS+. While we see the company remaining intact through the forecast period (largely due to the strong 

turboprop product line and shrewd ownership) whether they should is altogether another question.

Cessna

We see Cessna re-initiating the Columbus program over the forecast period with an entry-into-service date of 2016. One area of exposure surrounding Cessnaôs ability to sell 

(and subsequently deliver) aircraft at their usual levels will be how they will do so without the benefit of extending in-house financing which parent company Textron has 

promised to curtail given the high level of cancellations the company incurred during the 2009 downturn. As a result, a heightened reliance on third party commercial financing 

which is more stringent regarding terms and conditions may translate into lower order intake numbers. Despite this uncertainty, Cessna will secure the largest unit deliveries 

market share over the forecast period i.e. 35%.

Dassault

Although Dassault will finally bring their Super Midsize program to market, we are anticipating a slow launch, development and entry into service cycle. Our forecast has 2018 

slated as the timeline for its first deliveries. With periodic upgrades to its other aircraft programs i.e. their F2000 & F900 variants and their newer Ultra Long Range F7X, 

Dassaultôs unit deliveries should translate into an average of 68 annual aircraft deliveries over the forecast period, but not much more.

Embraer

Embraer will solidify itself as the 6th major business aviation OEM securing the #2 spot in terms of unit deliveries market share with 18%. With its product line focused 

primarily on the lower-end of the business aviation spectrum, they will present a much more formidable competitor to Cessna than Bombardier (Learjet) or HBC ever was. 

Should Embraer want to entertain the prospects of fast-tracking development of a purpose-built business aircraft for the Large segment (to eventually replace the Legacy 650) 

they could elect to jointly develop a product with another business aviation OEM. The engine manufacturers have been doing this for years. Given the right circumstances, 

perhaps such a partnership could work. However, due to the aggressive posturing required to execute such a move, we see this as highly unlikely and thus have not 

accounted for it in our forecast.



The major players in business aviation and their current product line-ups
In development

In production
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Price range $2m -$4m $5m -$6m $7m -$9m $10m -$12m $12m -$17m $18m -$24m $25m -$30m $35m+ $45m-$65m $30m-$80m

Range (nm)* 900 ï1,100 1,100 ï1,550 1,300 ï2,000 1,700 ï2,000 2,000 ï3,000 3,000 ï3,400 3,300 ï4,100 4,000 ï5,200 5,800 ï7,000 3,000 ï6,700

*4 passengers with available fuel except for ULR segment which is with 8 passengers and available fuel. Source: BCA 2010
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(Note: the omission of some 

aircraft programs means that they 

did not qualify for the forecast)



Business aviation segments: New aircraft development programs

Personal 
Jets Very Light Light Super Light Midsize

Super 
Midsize Large Super Large

Ultra Long 
Range

Bombardier Learjet 85                
(EIS 2013 )

Cessna Columbus

Gulfstream
G250                                  

(EIS 2011)
G650                                  

(EIS 2012)

Dassault

Hawker 
Beechcraft

Premier II                                     
(EIS 2013)

H450XP                                     
(EIS 2010)

Embraer
Legacy 450                       
(EIS Q4 2013)

Legacy 500                       
(EIS Q4 2012)

Legacy 650                       
(EIS Q4 2011)

Other
HondaJet                                           

(EIS Q4 2012)

Business aviation programs currently in development

Projected/potential clean sheet programs
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Personal 
Jets Very Light Light Super Light Midsize

Super 
Midsize Large Super Large

Ultra Long 
Range

Bombardier
CL605 follow-on

(EIS 2016)
M170

(EIS 2015)

Cessna
Re-launched 
Columbus           
(EIS 2016)

Gulfstream
G360                                  

(EIS 2015)
G470                                  

(EIS 2015)

Dassault
FSMS                               

(EIS 2018)

Hawker 
Beechcraft

HBCSL entry
(EIS 2014)

Embraer

Other
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Delivery Market Share Evolution (Units)
(2000-2009 Calendar Year )
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752 784 676 518 591 750 886 1,136 1,313 870 = 8,276
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