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$30 BLN. INVESTMENT EARMARKED FOR 
AIRPORT INFRASTRUCTURE

Investment of $110 billion is planned up to 2020, with $30 billion earmarked specifically for airport infrastructure. Investment in airport infrastructure is set to increase to $9 billion in 2013. Much of this investment is expected to come through public-private partnerships. 

·  By 2020, Indian airports will have increased capacity to handle 280 million passengers, 60 million of which will be travelling domestically. 

· Work on 12 new greenfield airports is likely to start soon, as approvals have been granted to airports in different parts of the country, including West Bengal and Punjab. 

· Phase-wise upgradation and modernisation of 35 non-metro airports across the country, which is currently underway. 

· Excellent opportunities for manufacturers and suppliers of ground support equipment, airfield construction, terminal installations, hangars and MRO services, security equipment, and specialised hardware and software.

	Passenger traffic up 16%; freight 27% in first half

	During the month of September 2010, operational airports (taken together) handled 1.10 lakh aircraft movements (excluding general aviation movements), 10.39 million passengers and 1.98 lakh tonnes of freight, showing 6.2 per cent, 11.9 per cent and 24.2 per cent increase, respectively, over the same month last year.
During H1, aircraft movement witnessed an increase of 3.4 per cent to 6.79.lakh nos., passenger traffic 16.2 per cent to 67.71 million nos., and freight traffic 26.9 per cent to 11.72 lakh tonnes. While domestic aircraft movement was up by 2.8 per cent, international aircraft movement recorded 5.9 per cent increase. The number of domestic passengers was up by 17.8 per cent and international passengers by 12.2 per cent, while domestic freight increased by 31.6 per cent and international 24.4 per cent. 

Amritsar Airport recorded 43.6 per cent increase, followed by Goa Airport in international aircraft movement during April-September; while among domestic aircraft activity Port Blair saw it going up by 19.4 per cent and Bagdogra, West Bengal, by 13.2 per cent. In terms of number of passengers, international passengers at Bagdogra shot up 70.1 per cent and the same at Goa by 47.9 per cent. In domestic passengers, Patna saw 72.8 per cent increase, followed by 72.5 per cent at Nagpur (MIPL) Airport. 
Airfreight at Nagpur shot up nearly threefold during H1, and over 100 per cent in Pune, Guwahati and Amritsar. Goa (258.8 per cent) and Lucknow (227.3 per cent) recorded maximum increase in international freight, while Nagpur recorded threefold increase, and Guwahati, Pune and Aurangabad 100+ per cent in domestic freight.
World traffic: Airports worldwide recorded very good performance during September 2010, the best in the calendar year till then, according to a media release from Airports Council International. Total passenger traffic rose 9 per cent: international passenger traffic increased by 10.3 per cent and domestic by 7.7 per cent. Total freight handled worldwide during the month grew by 11.5 per cent with international freight rising by 14.1 per cent and domestic freight increasing by 4.9 per cent.
The first nine months of 2010 saw world passenger traffic rise by 6.5 per cent—international traffic 7.5 per cent and domestic passenger traffic 5.6 per cent. Freight traffic rose by 20.9 per cent during this period: international freight was up 26.7 per cent and domestic freight 10.0 per cent.
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NAVI MUMBAI AIRPORT SET TO GET JAIRAM’S GREEN SIGNAL
The site for second airport in Mumbai on Tuesday inched closer to getting green signal with environment minister Jairam Ramesh agreeing to a compromise formula, which seeks to alter part of the original plan while keeping the location same. 

In a meeting between Jairam Ramesh and civil aviation minister Praful Patel on Tuesday, Ramesh agreed that the location of the second airport can not be changed and shifting of some non-aeronautical facilities such as hotels and shops would address the concern. 

“We have made good progress. The Expert Appraisal Committee (of the environment ministry) will meet on November 9 and 10 to have a final look at the compromises being worked out by both sides,” Ramesh told reporters after the meeting. 

The development paves way for construction of Navi Mumbai airport and therefore easing the air traffic congestion at the existing airport, which is severely space-constrained. 

The civil aviation minister had recently said that the project would receive environmental clearance by October-end and following that bidding process would kick off. “A lot of progress has been made because of the proactive approach taken by both the sides,” Patel said. 

The development of Navi Mumbai airport has been delayed because of concerns raise by environment and forest ministry. The ministry had objected to diversion on the ground that it would led to diversion of two rivers, loss of mangrove spread in 400 acres and blasting of an hill. 

The Cabinet had approved the Navi Mumbai airport project in 2007 but it got stuck with the environment ministry raising the red flag. The airport is proposed to be developed on public-private partnership (PPP) model. 

The project is likely to be completed by 2014 and is expected to handle 10 million passengers in its first year of operation.

Passenger capacity at India’s airports to double by 2015:

Secretary, Civil Aviation
Passenger capacity at India’s airports will double over the next six years, to around 200 million, according to Government of India Secretary of Civil Aviation Madhavan Nambiar. He was speaking at this week’s Routes Asia 2009 Conference in Hyderabad, which gathered airlines and airports from across Asia Pacific to discuss air services, but which also focused on key challenges such as the growth of non-aeronautical revenues. The Moodie Report Deputy Publisher Dermot Davitt which was hosted by GMR Hyderabad International Airport Limited (GHIAL).

Speaking at a special Leaders’ Forum, Nambiar admitted that poor infrastructure had let the country down in the past, but he insisted that investment in airports was starting to make a difference.

He said: “Since we invited private companies to invest in airports infrastructure the situation has begun to improve. We earmarked 60 airports for development, and the government is investing Cr12,000 (US$2.4 billion) under the current five-year national plan. That’s around six times what we spent in the previous plan. 


“Within six to seven years we expect capacity to exceed 200 million passengers a year at our airports, which will be double what they can cater for today. That includes the new Delhi T3 (which will cater for 34 million passengers a year -Ed). 

Nambiar added: “A major thrust of that growth drive will be in second tier cities. Today, 70% of all traffic goes through the six major airports, and that uneven distribution is not encouraging. There are vast areas of the country where people have spending power and there is an opportunity for route development from airlines. We see over-capacity on trunk routes, and under-capacity on non-trunk routes within India. 
"It’s our aim to provide affordable connections for the common traveller in this vast country. Airports Authority of India is incurring heavy losses on its regional airports (of around US$20 million last year-Ed) but we need to ensure they remain sustainable.” 

Aviation should play a major role in India’s development, and it should be market-driven. With at least 300 million people in our middle class they should be able to use aviation as the prime choice for travel. We have seen other industries such as telecoms surge ahead in recent years because it served the demand that was there – there should be no reason why aviation cannot do the same.
Airlines flying towards Infrastructure Airpocket
Air travel demand has picked up beyond everyone’s expectations and airlines are gearing to fly high on it but inadequate aviation infrastructure could play the spoilsport. 

A similar situation had played out for the domestic air carriers between 2005 and 2007, when demand had soared while creation of runways, parking bays, airport terminals and others such facilities had pathetically lagged behind.

Ankur Bhatia, executive director of travel conglomerate Bird Group, said unless the pace of infrastructure development catches up with the swift rate of growth in demand, airlines will not be able to tap the full potential of the growth.

“We are not really there (in terms of infrastructure) to take full advantage of the growth in the air travel. This could mute the growth of the (airline) companies like in the past (2005-2007) and could come in the way of their expansion plan,” he said.

Samyukth Sridharan, Chief Commercial Officer of SpiceJet Ltd, believes airlines would especially feel constraint on the Mumbai route, where there was no scope for further expansion due to insufficient infrastructure.

“Even though Bangalore, Delhi and Hyderabad have seen commendable airport infrastructure development, insufficient capacity at Mumbai, Kolkata and Chennai could restrict growth of airlines. However, having said that, it is difficult to get a visibility on how well prepared (in terms if infrastructure) we are for a 13% growth every year over the next 10 years,” said the senior executive of the budget airline.

Experts say rising demand from India’s growing companies and the middle-class have prompted some companies in the industry to increase their forecasts. 

The Center for Asia Pacific Aviation (CAPA), a Sydney-based research company, recently raised its estimate of annual traffic growth in India to 13%, from about 10% for the next 10 years, which would make it one of the highest growth rates in the world. 

Outlook like these by research firms are prompting airlines to draw up ambitious expansion plans. For instance, no-frill airline SpiceJet’s aircraft induction plan is similar to the heyday.

The New Delhi-based low cost airline will be adding 12 planes to its existing fleet of 22 planes by December next year.

“These (12 planes) would be absorbed in the existing infrastructure in most airports except Mumbai,” said Sridharan.

Another senior executive of a private airline, who did not want to be named, said airport infrastructure was a critical factor in the growth of the aviation sector and any lapse on that front will only hamper the growth of airline industry.

“There will always be a lag (in infrastructure development) since it is difficult to accurately predict the growth in the sector,” he said. 

According to him, the only way for airlines to counter it was take a balanced view on expansion during boom period. 

“Airlines should be rational when they draw up their growth plans and should take into account aviation infrastructure development or, like in the past, they could be saddled with overcapacity, which could run up their losses,” he said.

Decision on Navi Mumbai airport likely in a month (11/10/10)

A decision on the proposed Navi Mumbai airport is expected in about a month, a senior Government official said on Friday.

A two-day meeting of the Expert Appraisal Committee (EAC), which has to clear the project before it can take off, is expected to begin in Mumbai on October 21. An EAC delegation is also expected to visit the site before the meeting.

The project has been pending for some time now as the Ministries of Civil Aviation, and Forests and Environment settle their differences on the proposed airport.

The proposed site at Panvel was objected to by the Ministry of Environment and Forests for at least three reasons, including the impact on mangroves in the area, razing of a hill, and diversion of the Ghadi and the Ulwe rivers would have to be diverted.

It was only after the Maharashtra Government agreed to make changes, including the alignment of the runway and shifting the non-aeronautical facilities away from the airport, that the project is now expected to get the nod.

Asked whether the proposed change in the runway alignment had got the nod of the Directorate-General of Civil Aviation (DGCA), officials said,

“DGCA and the Airports Authority of India (AAI) attended each of the meetings that have taken place and witnessed the changes proposed.”

Ramesh hints Accord on Navi Mumbai Airport (9/10/10)

After months of uncertainty, there is finally a glimmer of hope for the proposed Navi Mumbai airport. Environment & Forests Minister Jairam Ramesh told a TV channel today that he had already spoken to his counterpart in the aviation ministry, Praful Patel and hoped "to find a compromise soon". "There will be an agreement. Our team is going to Navi Mumbai," Ramesh said.

Officials in the ministries and City & Industrial Development Corporation (Cidco), which is the nodal agency for the airport project, told Business Standard that the middle ground could be reducing the distance between the two runways from 1,800 to 1,600 metres, without affecting the capacity or viability of the project. The airport envisages an annual passenger handling capacity of 60 million.

Diversion of the Gadhi river would also be minimised, while some of the non-aeronautical areas proposed over the 475 hectares, would be shifted towards the southwest.

The civil aviation ministry has also said its is not against some minor changes in the design and has agreed to shift the non-aeronautical facilities, which includes the parking area and commercial establishments. There is a possibility that these facilities may not be just outside the airport, but on the other side of the road.

Officials confirmed that Cidco was currently firming up detailed proposals, which would be discussed with visiting members of the expert appraisal committee on October 20-22.

The two ministers have been locked in a verbal duel over environment clearance for the airport. The environment ministry had asked the Maharashtra [ Images ] government to explore three other sites, none of which were found feasible because of their proximity to the Sahyradri hills. Patel also reiterated on several occasions that there was no alternative to the Navi Mumbai site.

Officials said the airfield of the Navi Mumbai airport had been designed keeping in view several factors: the prevailing wind direction, orographic conditions in and around the airport site, specifically on the eastern side, and an airport design capacity of 60 million passengers. This figure was arrived at from the aviation demand forecast for the Mumbai Metropolitan Region. 

"Keeping this in view and taking into consideration the technical and operational feasibility of the airport, two independent, parallel runways 1,800 meters apart have been designed. This provides an obstruction-free approach and smooth take-off. However, Cidco's technical consultants, including IIT-Mumbai, are examining whether the distance between the two runways can be reduced to 1,600 meters," the official said.

"We will be visiting the proposed airport site in the third week of October and make our suggestions to Cidco. It is up to Cidco to decide. It is premature to say anything and the expert evaluation committee has already met thrice on this issue," said a member of the panel.

The Navi Mumbai airport project has been delayed by over two years. It is to be developed in four phases. Work on the first phase was to start by 2008 and be completed by 2012. The fourth phase was planned to be completed by 2028. The existing Mumbai airport is expected to exhaust its annual capacity of 40 million passengers by 2013 and a new airport will add 60 million a year.

Navi Mumbai airport bidding to end by mid-2011: Patel (21/9/10)

The documentation for the Navi Mumbai airport project to get started should be ready by the end of the year and bidding should be completed by the middle of 2011, the Minister for Civil Aviation, Mr Praful Patel said here on Monday.

“By the end of October the project report should be ready. If that happens we should have the documentations ready for bidding by the end of year and complete the bidding process by middle of next year. It will take at least five years for the airport to be built. The global bidding for the airport project will be on the lines of other greenfield projects in Hyderabad and Bangalore,” the Minister told newspersons.

Questioned on the objections raised by the Ministry of Environment and Forests to the project, the Minister merely said that the basics of the project were not being changed.

“City and Industrial Development Corporation of Maharashtra (CIDCO) has been asked to work on the design changes proposed for the airport keeping in mind the non-aeronautical changes being suggested by the Ministry of Environment. The project site, however, will not change,” the Minister said.

The Environment Ministry has raised several objections including raising concerns on what impact the coming up of the airport will have on the environment.

The Minister also announced that operations of general aviation turbo-prop aircraft will not be allowed at the existing Mumbai airport except for medical emergencies.

On the issue of increasing the existing foreign direct investment levels in domestic civil aviation, the Minister said there was not much movement on the issue in the Government.

“We need to be careful on how we move on the subject. There does not seem to be any discussion in the Government at the moment. Industry is also not pushing (for it) at the moment,” Mr Patel said.

IATA sees airline rebound this year, but warns on 2011 (22/9/10)

Riding on the back of surge in premium traffic, airlines in the Asia-Pacific region are expected to corner the maximum profits this year, predicted a global airlines’ body while projecting a global profit of $8.9 billion in 2010. 

According to the International Air Transport Association’s (IATA) latest industry outlook, Asia-Pacific carriers are expected to post a $ 5.2 billion profit this calendar year, compared with $ 3.5 billion in North America, $1 billion in Latin America, $ 400 million in West Asia and $ 100 million in Africa. 

The latest outlook is better than the $3 billion recorded during the previous peak in 2007 and double the previously forecast of $2.2 billion for the Asia Pacific region. Commenting on the reasons, IATA said,“The strong improvement is based on strong market growth and yield gains. The 23.5 per cent improvement in high volume intra-Asia premium traffic, due to a surge in business travel, is another of the driving factors.” 

The latest projections said that while all regions except Africa showed improved prospects compared to the previous forecast, sharp differences remained among them. “The industry recovery has been stronger and faster than anyone predicted. The $8.9 billion profit that we are projecting will start to recoup the nearly $50 billion lost over the previous decade. But a reality check is in order,” said Giovanni Bisignani, IATA’s director general and CEO. 

However, the growth witnessed this year was not likely to continue in 2011 due to several factors. While consumer spending was not expected to pick-up, joblessness was high and consumer confidence was falling in Europe and North America. Revising its 2010 industry outlook, IATA projected a total global profit of $ 8.9 billion, up from the $ 2.5 billion forecast for this year made in June. But it estimated that profitability would drop to $ 5.3 billion in 2011, as per its preliminary forecast.

Releasing the outlook in Singapore, he said there were “lingering doubts about how long this cyclical upturn will last” and added that the profit margins the airline industry operate on were “so razor thin that even increasing profits 3.5 times only generates a 1.6 per cent margin”.

ANALYSIS

AAI has planned a heavy investment of USD 3.07 billion over the next five years. Out of it 43 per cent will be for the three metro airports in Kolkata, Chennai and Trivandrum. The rest will be invested in upgrading other non-metro airports and in the modernization of the existing aeronautical facilities. 

· Passengers carried by domestic airlines from Jan-Aug, 2010 were 339.09 lakhs as against 284.24 lakhs in the corresponding period of year 2009, thereby registering a growth of + 19.3%. According to estimates, by 2020,  the number of air passengers in India is expected to reach at 400 million.

· The international passenger traffic has registered an increase of 12.4 per cent during July 2010 as compared to passenger traffic handled in July 2009. The highest growth have seen in Kolkata, Delhi, Mumbai, Goa, Trivandum, Pune, Amritsar and Lucknow.

· Cargo traffic to grow at over 20% per annum. over the next five years, crossing 3.3 million tonnes by 2010 

· Development of civil aviation US$ 12 billion,

· Establishing a cargo hub in Nagpur, developing/ modernising 35 non-metro airports. Increased emphasis is being given for establishing/ strengthening airport infrastructure in North- East region. For this, Government of India has tasked AAI to construct Greenfield airports in the North-East region with appropriate budgetary support. With above airport infrastructure development the handling capacity of airports in the country is expected to go up from 110 million passengers per annum (mppa) in 2007 to 200 mppa by the end of 2012.
International flights have increased to 706 flights per week.  Due to enhanced opportunities for international connectivity, 69 foreign airlines from 49 countries are flying into India. It is estimated that travel of international passengers to and from India would grow to the tune of 50 million by 2015. As of now, India has bilateral air service agreement with 104 foreign countries.

The number of scheduled passenger airline operators has grown to 15 and the number of aircraft in their fleet has risen to more than 400 thus stimulating the domestic capacity. Scheduled air services are now available to/from 82 airports in India as against only 50 in 2000.

Development of 35 Non-metro Airports

The AAI has taken up the development of 35 non-metro airports. Of them, 9 have been completed and put in operation. The other projects are in progress and likely to be completed by 2010-11. The Committee of Infrastructure has identified 24 of the 35 non-metro airports for city-side development through Public Private Partnership. It has been decided that in the first instance city-side development of 10 selected airports, namely Ahmadabad, Kolkata, Jaipur, Lucknow, Amritsar, Indore, Vishakhapatnam, Hyderabad, Guwahati and Bhubaneswar, should be undertaken. It has been proposed to carve out the surplus land available with the AAI on the city side of the selected airports and lease out the same through open tenders.

REPORT
RS.35,000 CR. INVESTMENT IN AIRPORT INFRASTRUCTURE BY 2012
Driven by the prolific rise in air traffic and the booming economy, the need for airport infrastructure in India has increased considerably. An investment of more than Rs 35,000 crores is expected to be made in the sector from 2008 to 2012. In order to ramp up airport infrastructure, the Ministry of Civil Aviation has unveiled reforms to facilitate investment in this segment. The Airport Authority of India (AAI) was formed in 1995 to accelerate integrated development, expand and modernize the passenger terminal, air traffic services, and operation areas. The AAI Act was amended in 2004, to enable private participation.


New analysis from Frost & Sullivan, Financing Airport Infrastructure in India, reveals that liberalization initiatives and the entry of low-cost carriers will provide the market with a shot of adrenalin.


“In 2006, 100 percent FDI was permitted into Greenfield airports and the development of the new airports by the private participants was allowed,” says Frost & Sullivan Financial Analyst R. Madusudanan. “It is expected that the entry of private participants will infuse the capital necessary to enhance infrastructure and streamline airport management.”

Establishment of Airport Economic Regulatory Authority (AERA) as regulator will ensure sustained growth in the sector. 


Airports in India are highly congested, and they have limited ground and cargo handling capacity; this offers huge opportunities for airport developers in the country. Besides, there are some non-functional airports in non-metros. Problems surrounding land acquisition have also created roadblocks for the market.


Another challenge faced by participants in this sector is the high cost of funds. Because of the capital-intensive nature of the airports, the initial years are characterized by high levels of depreciation and interest payouts, which reduce profitability. However, the concessions given by the state governments play an important role in making the project financially viable. Further, as the airports become more established, the interest expenses and levels of deprecation are very low.

“The public private partnership (PPP) model for development for airports came into existence due to the huge requirement of capital investment and a need for better management of the existing facilities,” notes Madusudanan. “The huge capital requirement also limits the number of participants in this developing market, giving early entrants the first mover advantage.”


Other highlights of the PPP agreements include responsibility for new investment, revenue sharing, legal ownership, and duration of holding period. Additionally, airports have very little competition because of a fairly large catchment area.


Observations reveal that there is tremendous scope to rake in non-aeronautical revenues from real estate development, retail space, and parking activities. The generation of non-aeronautical revenues is likely to make airport operation more viable and reduce volatility in earnings.


Financing Airport Infrastructure in India is part of the Financial Benchmarking in the Aerospace & Defense Industry subscription, which also includes research services in the following markets: Greener Trends in Aviation, Middle East Aviation Market, and InvestFrost - Indian Commercial Suppliers Market.. All research services included in subscriptions provide detailed market opportunities and industry trends that have been evaluated following extensive interviews with market participants.


Frost & Sullivan's Business and Financial Services group serves clients around the world in all aspects of financial analysis, market research and monitoring, due diligence, idea generation, opportunity analysis, investment valuation, and other proprietary research.

