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Appendix A: Alternative Forecast Scenarios

Uncertainty exists in all industries, but espe-
cially in the commercial air travel industry. As
volatility in the global environment has in-
creased, the importance of scenarios for
planning purposes has increased. To help
stakeholders better prepare for the future,
the FAA provides alternative scenarios to the
baseline forecasts of airline traffic and ca-
pacity.

To create the baseline domestic forecast,
economic assumptions from S&P Global's
November 2024 30-year U.S. Macro Base-
line were used. To develop the alternative
scenarios, assumptions from S&P Global’s
30-year optimistic and pessimistic forecasts

Scenario Assumptions

from their August 2024 US Economic Out-
look were utilized. Inputs from these alterna-
tive scenarios were used to create “Optimis-
tic’ and “Pessimistic” traffic, capacity, and
yield forecasts.

International passengers and traffic are pri-
marily driven by country specific Gross Do-
mestic Product (GDP) forecasts provided by
S&P Global. Thus, the alternative scenarios
use inputs based on ratios derived from S&P
Global's Major Trading Partner and Other
Important Trading Partners optimistic and
pessimistic forecasts to create high and low
cases.

The FAA’s domestic baseline forecast as-
sumes growth slightly above trend in 2025
followed by a slowdown in 2026 and 2027.
GDP growth in 2025 comes in at about 2.1
percent but drops to 1.7 percent in subse-
quent years, somewhat below its long-term
potential rate. The below-trend rate in the
medium term causes the unemployment rate
to rise and peak at 4.7 percent in 2027.
Slower growth and higher unemployment
contribute to tamp down inflation, and the
Federal Reserve can begin lowering interest
rates. By the end of the decade, slowing pop-
ulation growth restrains potential GDP
growth, and the economy stabilizes with
GDP growth at 1.6 percent and unemploy-
ment at 4.2 percent. Crude oil prices bottom
out at $61 in 2026 before gradually rising
throughout the remainder of the forecast.
With increasing global demand, the oil price
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rises to $99 per barrel at the end of the fore-
cast.

The FAA’s high case forecast draws from
S&P Global’s optimistic forecast. The opti-
mistic scenario is characterized by a faster
resolution to the fighting in Gaza and a ces-
sation of fighting in the Russia-Ukraine war
resulting in lower energy prices. Near-term
differences from the baseline include GDP
growth of 5.3 percent in 2025 compared to
2.1 percent in the baseline, driven mainly by
stronger consumer spending. Consumer
spending surges in 2025 by 5.3 percent be-
fore moderating to 2.7 percent in 2026, ver-
sus 2.6 percent and 1.7 percent in the base
forecast. Stronger spending results from
lower energy expenditures and increased
confidence due to lessened political ten-
sions. The unemployment rate still rises but
peaks about 3 tenths of a percent lower than
in the baseline.
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Conversely, FAA’s low case forecast relies
on S&P Global’s pessimistic scenario. In this
forecast, the worse outcome is mainly due to
a decline in consumer spending caused by
banking sector turmoil and tighter lending
standards. Meanwhile, worsening conflicts
in Ukraine and Gaza contribute to slumping
consumer demand and drive oil prices
higher. GDP declines in 2025 by 1.0 percent
compared to an increase of 2.1 percent in the
baseline while consumption shrinks 0.1
percent compared to the baseline’s increase

of 2.6 percent. Over the forecast horizon,
average GDP growth is almost seven tenths
slower than in the baseline. Qil prices rise
sharply throughout the forecast to end at
$174 in 2045 -- 76 percent higher than the
baseline. As in the baseline, the
unemployment rate peaks in 2027 but is one
and a tenth percentage points higher than
the baseline at that time. It remains elevated
by about half a percentage point through the
end of the forecast.

Real Personal Consumption Expenditure per Capita
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U.S. Refiners' Acquisition Cost
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The price of energy is one of the drivers in
the growth of consumer prices over the fore-
cast period. In the optimistic case, slow
growth of energy prices and import prices
counteracts faster growth of other consumer
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goods prices, causing the optimistic CPI to
rise somewhat slower than the baseline. In
the pessimistic case, energy prices, wages
and import prices all rise more rapidly com-
pared to the baseline.

Consumer Price Index - All Urban Consumers

240 -
3220 .
n 200 -
180 -
160 -
140 -
120 -
100 -
80 ==

Index Value (2024

2019 2022 2025 2028

Source: S&P Global

2031

2034 2037 2040 2043

Fiscal Year
=== Pessimistic e====Baseline Optimistic

73



FAA Aerospace Forecast Fiscal Years 2025-2045

Alternative Forecasts

Enplanements

In the baseline forecast, system enplane-
ments are forecast to grow at an average an-
nual rate of 2.5 percent a year over the fore-
cast horizon of 2025-2045 (with domestic
and international passengers increasing at
rates of 2.4 and 3.1 percent, respectively).

In the optimistic case, enplanements grow at
a slightly quicker pace, averaging 3.0 per-
cent per year (up 2.9 percent domestically
and 3.2 percent internationally). This sce-
nario is marked by a more favorable busi-
ness environment and lower fuel prices
which make the price of flying more afforda-
ble to business and leisure travelers. By the
end of the forecast period in 2045, system

passengers in the optimistic case are 9 per-
cent above the baseline, totaling 1.8 billion,
153 million greater than in the baseline.

The pessimistic case is characterized by a
period of weakened consumer spending
combined with high inflation, leading to
higher interest rates, and curtailed invest-
ment. In this scenario, enplanements grow
an average of 1.5 percent per year (domestic
up 1.3 percent and international up 2.8 per-
cent). In the pessimistic case, system pas-
sengers in 2045 are 19 percent below the
baseline case, totaling 1.3 billion, or 322 mil-
lion fewer than in the baseline.

System Enplanements
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Revenue Passenger Miles

In the baseline forecast, system RPMs grow
at an average annual rate of 2.8 percent a
year over the forecast horizon (2025-2045),
with domestic RPMs increasing 2.8 percent
annually and international RPMs growing 2.9
percent annually.

In the optimistic case, the faster growing
economy coupled with lower energy prices
drives RPMs higher than the baseline, with

growth averaging 3.2 percent per year (do-
mestic and international RPMs up 3.2 and
3.0 percent, respectively).

In the pessimistic case, the combination of a
slower growing economy and higher energy
prices result in RPM growth averaging 1.9
percent annually with domestic markets
growing 1.6 percent a year while interna-
tional traffic grows 2.6 percent annually.

System Revenue Passenger Miles
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In the base case, system capacity is forecast
to increase an average of 2.7 percent annu-
ally over the forecast horizon with growth av-
eraging 2.6 percent annually in domestic
markets and 2.8 percent a year in interna-
tional markets.
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In the optimistic case, capacity grows some-
what faster than in the baseline forecast, av-
eraging 3.0 percent annually system-wide
(3.1 and 2.9 percent for domestic and inter-
national markets, respectively). Carriers in-
crease capacity compared to the baseline
forecast to accommodate increased travel
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demand brought about by a more favorable
economic environment.

In the pessimistic case, demand for air travel
is lower than in the baseline, thus system

capacity grows at a slower pace of 1.8
percent annually (domestic growth of 1.4
percent annually and international up 2.5
percent annually).

System Available Seat Miles
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System load factors over the 20-year
forecast period are similar for all three
forecast scenarios. System load factor rises
from 83.2 percent in 2024 to 85.8 (optimistic),
85.7 (pessimistic), and 85.8 (baseline)
percent in 2045.

In all three scenarios it is assumed that car-
riers will keep load factors on the high side
by actively managing capacity (seats) to
more precisely meet demand (passengers).
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The domestic load factor increases over the
forecast horizon from 83.7 percent to 86.9
percent in the baseline, optimistic and
pessimistic scenarios.

The international load factor rises in the
baseline from 82.1 percent to 83.4 percent in
all three scenarios. This reflects in part the
relative growth in demand in the three
(Atlantic, Latin, and Pacific) international
regions and carriers’ ability to manage
capacity.
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Yield

In the baseline forecast, nominal system
yield increases 1.9 percent annually, rising
from 16.11 cents in 2024 to 23.71 cents in
20454. In domestic markets, yield in the
baseline forecast rises from 15.96 cents in
2024 to 23.91 cents in 2045. International
yield rises from 16.46 cents in 2024 to 23.25
cents in 2045.

System vyield rises in the optimistic case at a
slower rate than in the baseline, up 1.5 per-
cent annually to 21.89 cents in 2045. Domes-
tic yield increases to 21.66 cents while inter-
national yield increases to 22.45 cents. The
moderate growth in yield in both cases is due

77

to advancements in technology, gains in
productivity, and modestly rising fuel and
other costs.

In the pessimistic case, nominal yields rise
more rapidly than in the baseline, growing an
average of 3.1 percent annually, reaching
30.42 cents by 2045 (32.54 cents domesti-
cally and 26.38 cents internationally). This
scenario reflects higher general domestic in-
flation and markedly higher energy prices
than in the baseline, forcing carriers to in-
crease fares to cover the higher costs of fuel,
labor, and capital.
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