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Airfreight has been impacted over
the last few years by several trends
ranging from changing consumer
expectations for delivery of products to
headwinds in global trade to the
shifting breakdown of available aircraft and
fleet makeup of passenger airlines.
While the global market for airfreight is
strong and buoyed by growing and
robust business in high-value, highly
perishable products and top-end
goods, shippers’ use of improved data,
forecasting, and planning is reducing
the frequency and probability of
lucrative “last chance” shipments.
While historically carriers could reliably
count on lucrative shipments arising
from immediate needs to fly cargo
from one place to another, in today’s
data-driven world, companies are
planning their shipments more
accurately and efficiently than ever.
Thus, it is much harder for carriers to
snag an “easy lunch,” necessitating
diversification into other avenues in
order to provide a profitable service
that meets customers’ needs.
In the future, opportunities within the
airfreight industry will likely arise as
consumers increasingly come to
expect ultrafast delivery for all manner
of goods, and as comparatively less
efficient but very affordable airplanes
become available on the secondhand
market for cargo conversion.
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Industry fundamentals
The global airfreight industry has historically been reliant on shipments that are high
in value, relatively small in size, time-sensitive or highly perishable, or that are needed
for essential functions. Today’s improved logistics capabilities at many companies are
reducing the incidence and volume of freight that has to be moved by air as a “last
chance” at making delivery. However, this has been more than offset by the volume of
airfreight moving as a result of increased trade between different parts of the world not
connected by strong or timely traditional supply chain links.
Current threats include the existing trade conflicts between North America and Asia;1
the rising cost of operating aircraft,2 driven by crew salaries and fuel prices; and the
tightening of regulations related to crew work hours and experience.3
Opportunities for airfreight include the growing market for pharmaceuticals;4 increased
global trade in highly perishable items including fresh-cut flowers, fish, certain fruits, and
live animals5; the relative affordability of cargo-capable aircraft that are in good condition
and convertible to a cargo role;6 and the increased demand and expectation of next-day
delivery necessitating shipping by air.7
Within the U.S. market, demand for air cargo is strong and growing, allowing both cargo
carriers and passenger airlines to profit in this lucrative market.

Trends and offerings
Several incidents in recent years surrounding the deaths of pets in transit have caused
carriers to look at their product offerings in this space. As a result, virtually every U.S.
carrier now prohibits the carriage of short-nosed dogs in the cargo hold, resulting in a
reduced likelihood of a pet dying in flight. The airlines feel that the reduction in risk and
negative PR associated with animals dying is significantly preferable to the reduced
revenue of no longer offering these services for some breeds.
To offset this, carriers have pursued strategies including the shipping of human tissues
and organs, a highly lucrative and growing segment within the cargo space. Transplants,
biomedical research, and organ donations have increased significantly over the last
20 years, and specialized networks set up by air carriers help to enable the timely and
safe transport of these valuable items.
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Breakdown of threats
The most significant current threats to the air cargo
industry come from trade forces outside the control
of cargo carriers. Changes and reductions in demand
from trade wars or other global supply chain disruptions,
particularly among high-value items, present a threat to
carriers. To hedge against this, leading airlines that operate
cargo-only fleets have been doubling down on service
between markets considered “safe.”
Within the European and Asian markets, where many
passenger carriers also offer dedicated cargo fleets,
capacity has shifted to more profitable markets in instances
where demand fluctuations and geopolitical stressors have
inhibited the viability of certain routes.
Security in the air transport system has been a significant
focus ever since September 11, 2001, and the everexpanding list of controls and checks implemented
by governments around the world has also created
stumbling blocks for carriers. The risks of noncompliance
notwithstanding, airlines often have to bear significant
risks, particularly for perishable products, by screening
and verifying loads. While trusted shippers may be given
quicker searches or reduced scrutiny, random checks
affect shipments with regularity, and can result in delays
and other problems for carriers. For the 61.5 percent of
airfreight arriving into the United States on cargo-only
planes, this is often of little concern. Still, for the remainder
that arrives in the holds of passenger planes in a time
when customer expectations of punctuality are increasing,
this can be problematic. Therefore, cargo carriers need
to remain abreast of threats and regulations particular to
airports from which they operate and plan accordingly.
Additionally, new capacity in the market, including aircraft
owned directly by large retailers, presents challenges
to established players who have consistently owned
a significant market share. As some retailers move to
dedicated fleets to ship their own products, traditional
players will have to update their service offerings.
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Breakdown of opportunities
The pharmaceutical industry expects growth of greater
than 5 percent annually through 2025,8 as the population
ages and increases the demands of needed medications.
As many of these pharmaceuticals are currently being
developed, the opportunity for air cargo carriers to
capitalize on this growing market looks ever brighter,
and carriers should look to expand their offerings in
this segment, particularly between manufacturing and
research sites, which are often located far from each
other in different regions of the world.
On-demand shipping and fulfillment also presents an
enormous opportunity to profit from today’s changing
customer demands. Increasingly, customers expect
orders to be fulfilled in a matter of hours, or at most, one
to two days, rather than a full business week, as was
the standard only a few years ago. At the forefront of
this revolution have been online retailers, at least one of
which has purchased a significant fleet of cargo aircraft
to help meet these customer expectations. Concurrently,
as other retailers seek to match their aggressive
fulfillment model, the use of airfreight within the United
States is expected to grow significantly, providing an
opportunity for well-run, data-driven players to profit from
this trend. As traditional brick-and-mortar stores continue
to struggle in the face of expanding online giants, this
trend will likely only increase in the coming years. As
same-day or next-day delivery markets expand beyond
large cities, the use of airfreight will likely continue
with it.
An often overlooked segment of the airfreight market
is the transport of personal property of extraordinary
value for high net worth individuals. For example, some
Middle Eastern carriers have set the global standard
in the shipping of racehorses at an enormous level of
profit. With the worldwide rich-list growing larger each
year,9 the ability to cater to the whims of the wealthy
will be an opportunity to both fill excess capacity at short
notice, as well as a way to profit through specialization.
For example, over 2,000 cars are flown between Dubai
and London each year, as their wealthy owners transit
between residences and bring their favorite toys with
them. In addition to vehicles and racehorses,10 the
transportation of fine artwork, which has long been
a preferred investment of the super-rich, has grown
significantly in the past ten years. Prices for these
shipments have risen in tandem with their value, offering
a significant opportunity for air cargo carriers to profit.
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How we can help

Three-year outlook

KPMG’s Supply Chain and Logistics
professionals can help your company
maximize the efficiency and
effectiveness of your use of airfreight to
align with cost goals and service levels.
Our suite of services addresses a full
range of transportation concerns across
industries and functions.

The International Air Transport Association expects
airfreight volumes to increase by 5 percent through 2023,11
modest growth in a mature industry that is well-regulated
with several long-standing players. Growth will likely be
most rapid within emerging markets that have a focus
on manufacturing high-value goods of pharmaceuticals,
including several Southeast Asian countries, as well as
between established global shipping nodes that are focusing
on specializing into profitable niches.

Specifically, we can help you optimize
your use of airfreight transportation, work
with you to create a target operating
model based on your business needs,
evaluate current practices and solutions
available in the market, and implement
your selected plan. KPMG can help
clients with:

As passenger airlines renew their fleets and retire older,
larger models in favor of newer, more fuel-efficient planes,
a glut of used 747, 767, A330, and A340 aircraft will enter
the market, presenting an opportunity for cargo carriers to
purchase comparatively newer planes at affordable prices
that can be converted to expand their fleets or replace older,
fuel-sucking cargo aircraft.

—— Market and route evaluation based on
data analysis
—— Sourcing and transportation efficiency
improvements

By keeping abreast of industry trends in different parts
of the world and by developing specialty services while
planning for geopolitical challenges, air cargo carriers can
adapt and profit from the rapidly changing trade in the
new decade.

—— Identification of new markets and
opportunities for growth
—— Competitor analysis
—— Implementation of next-generation
software for improved network
optimization and decision-making.
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Contact us
For more information on how KPMG can help you transform your airfreight transportation function and
other supply chain and logistics processes, contact us directly or visit us at read.kpmg.us/supplychain.
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