
SEOUL: Global airlines are meeting under a
storm pattern of trade tensions, rising oil prices
and a two-month-old grounding of the Boeing
Co 737 MAX jetliner - threatening to put a halt
to five years of strong profits in the cut-throat
air travel industry.

The sector’s bosses converge on Seoul for a
summit this weekend, but what might have been
a celebration of growth in one of the world’s
most vibrant regions now risks being thrown off
course by a crippling US-China trade spat and
growing environmental pressures spreading
from Europe.

“The last six months have been pretty tough
for airlines,” the head of the International Air
Transport Association (IATA) said ahead of the
annual meeting of the body, which groups 290
airlines representing over 80 percent of air
travel. “Rising costs, trade wars and other un-
certainties are likely to have an impact on the
bottom line,” IATA Director General Alexandre
de Juniac added.

The June 1-3 summit is a chance to examine
passenger and cargo trends: key barometers of
consumer confidence and trade amid a faltering
global economy. IATA’s most recent projection
for $35.5 billion in industry profits this year now
looks unsustainable due to the falling cargo
market and weaker passenger growth, and de
Juniac has given a strong steer that the group
would trim the forecast at the upcoming Seoul
meeting.

The cargo slump, with volumes down 3.7
percent in April including a 7.4 percent fall in the
Asia-Pacific, is a concern for big freight carriers
like Cathay Pacific and the IATA summit host
Korean Air Lines.

“We have really since the end of last year
seen quite a deterioration of cross-border trade
following the earlier round of tariff increases,”
IATA Chief Economist Brian Pearce said.

The meeting of some 200 CEOs is the largest
gathering since the industry was plunged into
crisis over the grounding of the 737 MAX in
March following two crashes. IATA members
have invested hundreds of billions of dollars in
the MAX and are anxious to contain any public
or regulatory backlash. Aviation leaders main-
tain flying remains remarkably safe relative to
other forms of transport. But the decision by
China, the European Union and others to ground
the MAX before the United States opened an
unusual split in the regulatory system, worrying
airlines and planemakers.

737 Max customer talks 
IATA, which is taking an increasingly central

role in the crisis by hosting talks of MAX cus-
tomers, believes the aircraft could return to
service in August. But that is too late to prevent
significant disruption to summer schedules.
Pressure on Boeing grew ahead of the IATA
meeting as the China Air Transport Association
estimated losses to Chinese airlines of some 4
billion yuan ($579 million).

IATA began in 1945 as a quasi-regulator and
price-setter. It is now mainly a lobbying group
but retains a special role as a clearing house for
financial transactions and common standards.

Its perennial list of concerns includes high
airport charges and what IATA calls “scan-
dalous” air traffic delays in Europe. But it is also
wrestling with a rapid surge in anti-aviation sen-
timent in parts of Europe and calls in the

Netherlands and elsewhere for new taxes to
curb airliner emissions.

The aviation industry says it has plans to
contribute to climate efforts through a carbon-
offset scheme called CORSIA, but critics say the
initiative is too timid. Local airlines seem to en-
capsulate this year’s subdued tone. Korean Air
is mourning the death of long-time chairman
Cho Yang-ho from a chronic illness in April,
weeks after shareholders ousted the tycoon
from the board of the country’s largest airline.

The carrier, now led by his son Walter, has
been receiving negative media attention since an

incident dubbed “nut rage” went viral in 2014,
when Cho’s eldest daughter Heather lost her
temper over the way she was served nuts in first
class and ordered the plane to return to its gate
at a New York airport.

Rival Asiana’s top shareholder Kumho Indus-
trial Co said last month it was selling its stake in
the debt-laden carrier which has been slashing
routes to improve profitability.

“It seems there is not much of a celebratory
mood given the circumstances at our major car-
riers,” said Kim Ik-sang, a senior analyst at BNK
Securities. — Reuters
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BREST: A Russian made Antonov An-124, one of the biggest cargo planes in the world, is pictured on
Wednesday on the tarmac of the airport in Brest, Western France. — AFP

Trade gloom, rising oil, Boeing 737 
MAX woes to cloud aviation summit

NEW YORK: The head of Boeing acknowledged
Wednesday that the company “clearly fell short”
in dealing with the accident-ridden 737 MAX
and said that it had not adequately communi-
cated with regulators. Chief Executive Dennis
Muilenburg’s remarks to CBS News-his first in-
terview since the global grounding of the plane
following two crashes that claimed 346 lives-
came as a top airline representative signaled that
the top-selling jets could be out of service at
least through mid- to late-August.

Muilenburg was pressed by CBS about failing
to notify the Federal Aviation Administration for
more than a year that the company had deacti-
vated a signal designed to advise the crew of a
disagreement between the plane’s “angle of at-
tack” sensors, which measure its angle vis-a-vis
oncoming air to warn of impending stalls.

The sensors provide data to the Maneuvering

Characteristics Augmentation System, a flight
handling system connected to the deadly
crashes of Lion Air and Ethiopian Airlines
MAXs. The FAA did not learn of the issue until
after the Lion Air crash, more than 13 months
after Boeing first unearthed the problem. The
design of the MCAS system has been criticized
by aviation experts because it is tied to just one
sensor at a time, making it susceptible to mal-
function. 

In both of the MAX crashes, the MCAS
pointed the plane sharply downward based on a
faulty sensor reading, hindering the pilots’ effort
to control the aircraft after takeoff, according to
preliminary crash investigations. Muilenburg,
who has repeatedly rejected suggestions of a
design flaw in the 737 MAX, acknowledged im-
plementation shortcomings.

“The implementation of this angle of attack
alert was a mistake,” he told CBS. “Our commu-
nication on that was not what it should have
been.”  But Muilenburg, who also issued a
sweeping apology to the families of flight victims
during the interview, said he believes in the plane
and would have no reservations putting his fam-
ily aboard. “We’re confident in the fundamental
safety of the airplane,” he said.

Lagging timeframe 
The interview comes a week after the FAA

led a meeting of international regulators de-

signed to coordinate the process to approve the
return of the 737 MAX into service.

Alexandre de Juniac, head of the International
Air Transport Association, said Wednesday that
the plane-which has been grounded since mid-
March-will remain out of service “at least 10 to
12 weeks” while regulators review Boeing’s pro-
posed fix to the MCAS.

A note from CFRA Research characterized
the timeframe for the 737 MAX resumption as
“worse” than expected, but said Boeing was still
well positioned once it exits the crisis.

“Our thesis on Boeing is based on long term
commercial aerospace demand, a strong order
book and the likelihood that Boeing will not lose
significant orders as long as the plane resumes
service safely,” CFRA said. “We expect contin-
ued volatility in the shares until the issues hang-
ing over Boeing move closer to being resolved,”
CFRA added.

Compensating customers 
Earlier Wednesday, Muilenburg told an in-

vestor conference in New York that the com-
pany will tailor its compensation to airlines for
the 737 MAX grounding around customer pref-
erence, and they could be paid back in services
instead of cash. “We know we’ve impacted the
summer schedules for many of them, and it’s dif-
ficult, it’s painful,” he said.

“I don’t see this as an additional material

event for us, but it’s something that’s going to re-
quire individual attention customer by cus-
tomer.” Compensation could include tweaking
plane delivery schedules, or offering additional
training or services, as well as cash in some
cases, he said. Muilenburg described last week’s
meeting of international regulators as a “key”
event in returning the plane to service, but ac-
knowledged that it may take more time before
global regulators are ready to approve the
plane’s return. “Our hope is that we’ll have a
broad international alignment with the FAA,” he
said at the conference.—AFP 
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