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Global Aerospace Markets and Trends Glossary

Aircraft Leasing: The practice of leasing aircraft to airlines rather than selling them outright. This allows
airlines to avoid the high upfront costs of purchasing aircraft and provides flexibility in fleet management.

Airline Industry: The sector of the economy that is composed of companies providing air transport services
for passengers and cargo. It includes airlines, aircraft manufacturers, airports, and related businesses.

Airline Profitability: The ability of an airline to generate profits from its operations. Factors that impact airline
profitability include fuel costs, competition, demand for air travel, and economic conditions.

Airport Infrastructure: The physical facilities and structures that support air travel, including runways,
terminals, hangars, and control towers. Upgrading and maintaining airport infrastructure is essential for the
efficient operation of the aviation industry.

Aircraft Financing: The process of obtaining funding to purchase or lease aircraft. Aircraft financing can
involve various financial instruments such as loans, leases, and capital markets.

Aircraft Manufacturer: A company that designs, manufactures, and sells aircraft. Major aircraft
manufacturers include Boeing, Airbus, and Embraer.

Airworthiness: The condition in which an aircraft complies with design standards, maintenance
requirements, and regulatory requirements to ensure safe operation. Airworthiness is determined through
inspections and certifications.

Capital Markets: The financial markets where long-term debt and equity securities are traded. Aircraft
financing can involve raising capital through capital markets by issuing bonds or stocks.

Commercial Aviation: The segment of the aviation industry that involves the operation of aircraft for
passenger and cargo transportation. Commercial aviation includes airlines, cargo carriers, and charter
services.

Competitive Landscape: The analysis of competitors in a market to understand their strengths, weaknesses,
opportunities, and threats. Understanding the competitive landscape is essential for making strategic
decisions in the aerospace industry.

Cost of Capital: The required rate of return that investors expect to receive for providing capital to a
company. The cost of capital is used to evaluate the profitability of investment projects in the aerospace
industry.

Demand Forecasting: The process of estimating future demand for air travel based on historical data,
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economic indicators, and market trends. Accurate demand forecasting is crucial for airlines to optimize
route planning and capacity management.

Economic Downturn: A period of negative economic growth characterized by declining GDP, rising
unemployment, and reduced consumer spending. Economic downturns can impact the aerospace industry
by reducing air travel demand and profitability.

Environmental Regulations: Laws and regulations that govern the impact of aviation on the environment,
including emissions, noise pollution, and wildlife conservation. Compliance with environmental regulations
is a key challenge for the aerospace industry.

Fuel Hedging: A financial strategy used by airlines to mitigate the impact of volatile fuel prices. Airlines
enter into fuel hedging contracts to lock in fuel prices at a predetermined level.

Globalization: The process of increasing interconnectedness and interdependence among countries and
economies. Globalization has led to the growth of the aerospace industry by expanding air travel demand
and market opportunities.

Government Subsidies: Financial assistance provided by governments to support the aerospace industry.
Government subsidies can take the form of grants, loans, tax incentives, or infrastructure investments.

Infrastructure Development: The planning and construction of facilities and systems to support air travel,
such as airports, air traffic control, and ground transportation. Infrastructure development is essential for
the growth of the aerospace industry.

Investment Risk: The possibility of losing money or failing to achieve expected returns on investments in the
aerospace industry. Investment risk can arise from factors such as economic conditions, regulatory changes,
and technological advancements.

Liquidation Value: The estimated value of an asset if it were to be sold quickly in a forced sale. Liquidation
value is used to assess the financial health of companies in the aerospace industry and their ability to cover
debts.

Maintenance, Repair, and Overhaul (MRO): The activities involved in keeping aircraft in airworthy condition,
including inspections, repairs, and component replacement. MRO services are essential for ensuring the
safety and reliability of aircraft.

Market Segmentation: The division of the aerospace market into distinct customer groups based on
characteristics such as geography, aircraft size, and travel preferences. Market segmentation helps
companies tailor their products and services to meet specific customer needs.

Operating Lease: A lease agreement in which the lessor retains ownership of the aircraft and the lessee pays
for the use of the aircraft over a specified period. Operating leases are commonly used in aircraft financing
to provide flexibility and off-balance sheet treatment.

Passenger Traffic: The number of passengers carried by airlines on a specific route, route network, or airline
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network. Passenger traffic is a key indicator of demand in the aerospace industry and is used to assess route
profitability.

Public-Private Partnerships (PPP): Collaborations between governments and private companies to develop,
finance, and operate infrastructure projects. PPPs are used in the aerospace industry to fund airport
expansions, air traffic control systems, and other critical infrastructure.

Regulatory Compliance: The adherence to laws, regulations, and standards set by government agencies and
industry bodies. Regulatory compliance is essential for ensuring safety, security, and environmental
protection in the aerospace industry.

Risk Management: The process of identifying, assessing, and mitigating risks that could impact the financial
performance of companies in the aerospace industry. Risk management strategies include insurance,
hedging, and diversification.

Sales and Leaseback: A financial transaction in which an airline sells an aircraft to a lessor and then leases it
back for operation. Sales and leaseback transactions are used by airlines to free up capital and improve
liquidity.

Supply Chain Management: The coordination of activities involved in sourcing raw materials, manufacturing
components, and delivering finished products to customers. Supply chain management is critical for
ensuring efficiency and reliability in the aerospace industry.

Technological Innovation: The development and implementation of new technologies to improve safety,
efficiency, and environmental sustainability in the aerospace industry. Technological innovation drives
advancements in aircraft design, materials, and systems.

Trade Disputes: Conflicts between countries over trade policies, tariffs, and market access. Trade disputes
can impact the aerospace industry by disrupting supply chains, increasing costs, and reducing market
opportunities.

Unmanned Aerial Vehicles (UAVs): Aircraft that are operated without a human pilot on board, commonly
known as drones. UAVs are used in various applications in the aerospace industry, including surveillance,
delivery, and agriculture.

Value Chain Analysis: The evaluation of activities that add value to products and services in the aerospace
industry, from raw material sourcing to distribution. Value chain analysis helps companies identify
opportunities for cost savings and performance improvement.

Volatility: The degree of variation in financial markets, fuel prices, exchange rates, and other factors that
impact the aerospace industry. Volatility can create uncertainty and risk for companies in the aerospace
sector.

Workforce Development: The training, education, and professional development of employees in the
aerospace industry. Workforce development programs help companies attract and retain skilled workers to
support business growth and innovation.
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