FAA Aerospace Forecast Fiscal Years 2025-2045

Forecast Uncertainties

The forecasts in this document are forecasts
of aviation demand, driven by models built on
forecasts of economic activity. There are
many assumptions in both the economic
forecasts and in the FAA models that could
affect the degree to which these forecasts
are realized. Now that passenger and traffic
volumes have returned to pre-COVID levels,
this year’s forecast is driven, at least in the
near-term, by the strength of the U.S. and
global economies that may be offset partially
by supply chain constraints, most notably air-
craft deliveries. It does go without saying that
terrorism remains among the greatest world-
wide risks to aviation growth. Any terrorist in-
cident aimed at aviation could have an imme-
diate and significant impact on the demand
for aviation services that could be greater
than its impact on overall economic activity.

In addition, changes in the geo-political land-
scape could lead to outcomes very different
than the forecasts provided in this document.
The ongoing crises in Ukraine and in the Mid-
dle East represent a very large uncertainty to
this year’s forecast. The impacts are still
evolving and dependent in large part on the
outcome of the armed conflicts. While there
was an initial negative impact on airline book-
ings as well as a surge in oil prices, those
impacts have diminished over time. The im-
pact of the economic sanctions on Russia
pushed the Russian economy (the world’s
10th largest as of 2021) into a sharp four-
quarter recession in 2022. European eco-
nomic growth remained muted in 2023 as
Europe moved to further restrict trade with
Russia and its allies and reduce its depend-
ence on energy from Russia. Many forecast-
ers see continued low European economic
growth in 2025 as well due to the impacts of
the conflict. In the longer run, most analysts
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are seeing a return to higher tensions be-
tween Russia and the West resulting in
higher expenditures on defense that may
push taxes higher and leave consumers with
less money to spend on items like air travel.

The rapid spread of COVID-19 that began in
early 2020 resulted in the largest decline in
aviation activity since the jet era began in the
late 1950’s. While aviation activity has fully
recovered to pre-pandemic levels, there is
still a good deal of uncertainty about the long
run path of aviation activity. There are ques-
tions as to whether the strategies that U.S.
and foreign carriers employed to recover
from the downturn in demand will be suc-
cessful in a post-COVID environment. Other
questions surround the stability of consumer
attitudes and behaviors towards aviation in a
post-COVID environment, as well as the
speed and nature of the economic recovery,
all of which apply both domestically and glob-
ally.

The future direction of oil prices presents an-
other considerable uncertainty in producing
the forecast. The FAA’s baseline forecast
(derived from economic assumptions in S&P
Global December 2024 U.S. macro forecast
and 30-Year Focus released during Novem-
ber 2024) calls for oil prices to fall from $79
per barrel in 2024 to $68 per barrel in 2025.
Over the long term, the FAA baseline fore-
cast assumes that oil prices will rise gradu-
ally to about $75 per barrel in 2030 and about
$99 per barrel by the end of the forecast pe-
riod in 2045. However, there are other oil
price forecasts that vary considerably from
the FAA base forecast in the next 2-5 years.
These include the latest Energy Information
Administration (EIA) Short Term Energy Out-
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look released in March 2025, the Interna-
tional Monetary Fund (IMF) Commodity Price
Forecast released in October 2024 and the
World Bank Commodity Price Forecast re-
leased in October 2024. The EIA forecast
projects the spot price of oil will fall to $65 per
barrel by 2026, considerably above the FAA
base forecast of $61. The IMF forecast sees
the price of oil declining to around $67 in
2026 and continuing to fall to $64 per barrel
in 2029, well below the FAA base forecast of
$69 per barrel. The World Bank forecast has
oil prices at $72 per barrel in 2026. Over the
long run, lower oil prices give consumers an
impetus for additional spending, including air
travel, and should enhance industry profita-
bility. In the case where oil prices turn out to
be higher than the FAA forecast, FAA would
expect lower spending on air travel by con-
sumers, higher costs for fuel to airlines and
reduced industry profitability.

The baseline forecast incorporates additional
infrastructure spending in 2024 and beyond.
However, there is considerable uncertainty
as to the magnitude, timing, and nature of
these programs that ultimately determines
the impact on the future growth of the U.S.
economy. In addition, how the U.S. will en-
gage with the rest of the global economy over
the next several years continues to evolve.
Under the right conditions, a period of sus-
tained high and more inclusive growth along
with increased financial stability could occur.
However, considering the recent Russia-
Ukraine conflict there is an increased possi-
bility of an outcome that leads to greater
global economic fragmentation due to rising
tensions resulting in slower growth and in-
creased financial instability.

The baseline forecast assumes that the
global economic recovery that began at the
end of 2020 will continue but at a slower pace
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in 2025. Thereafter, the baseline forecast as-
sumes that China and India will be growth
engines for emerging economies. The fore-
cast assumes China successfully transitions
the economy from heavy reliance on manu-
facturing and resource industries to one
more oriented towards the services and tech-
nology sectors and India continues to imple-
ment reforms to make its economy more
competitive. Many analysts are concerned
that in light of the Russia-Ukraine conflict,
China moves closer to Russia, limiting op-
portunities to further transition its economy
away from manufacturing and resource in-
tensive industries. In the case of India, the
impact of the Russia-Ukraine conflict on en-
ergy prices and food prices may put pressure
on trade and fiscal deficits resulting in a slow-
down of reforms.

In the United States, economic growth in the
near term is expected to be slow as the im-
pact of the Federal Reserve’s moves to re-
duce inflation by raising interest rates are felt
by consumers and businesses. The forecast
anticipates that inflation returns to accepta-
ble levels by 2025. Over the forecast horizon
economic growth (real GDP) remains below
2 percent as population growth and produc-
tivity growth remain lower than historic aver-
ages. The forecast does not assume any
measure of fiscal restraint will be imple-
mented, despite government debt totals ex-
ceeding 100 percent of GDP and approach-
ing levels that were last seen at the end of
World War 2.

In the United Kingdom, the European Union,
and Japan, economic growth over the next
few years will be well below rates seen over
the past few years as these regions recov-
ered from the COVID-19 recession. Demand
growth will remain slow in these regions over
the forecast horizon as they continue to be
constrained by structural economic problems
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(high debt, slow population growth, weak
public finances, for example) and political in-
stability. In most of the major advanced econ-
omies, governments need to shore up their
finances after the increases in government
spending to offset the impacts of COVID-19.
If implemented, higher tax rates or reduced
government spending would further contrib-
ute to suppressing demand growth and a de-
layed strengthening of finances could result
in even greater impacts. The current fore-
casts call for strong passenger growth for
travel between the United States and other
world regions, especially over the next few
years. An unexpected slowing of worldwide
economic activity could suppress that
growth.

Although demand has recovered and U.S.
airline finances have improved considerably
since the devastating impacts of COVID-19,
the outlook for U.S. airline finances is not
without risk. For the large network carriers,
the steps taken to pay down debt incurred
during COVID-19 have reduced the risk of
bankruptcy in the next few years. However,
many carriers have placed large orders for
new aircraft to be delivered over the next 5
years and as new contracts with labor groups
(pilots, flight attendants, mechanics) are ne-
gotiated and put into effect, U.S. airlines face
substantially higher costs. If the recovery in
demand is slower than forecast, the increase
in debt that these carriers are servicing plus
the financing of large new aircraft orders
along with higher labor costs increase the
possibility of bankruptcy or liquidation. Based
on FY 2024 data, the top 6 (American, Delta,
United, Southwest, Alaska (including Hawai-
ian) and JetBlue) carrier accounted for about
85.2 percent of the U.S. airline industry ca-
pacity.

The forecast assumes the addition of sizable
numbers of large regional jets (70 to 90
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seats) into the fleets of regional carriers.
While the recovery in air travel demand from
the COVID downturn has been robust, FAA
is not projecting a uniform recovery across all
segments. As network carriers continue to
adjust the size and breadth of their networks
in anticipation of the post-COVID environ-
ment, they are continuing to move forward
with plans to significantly reduce the num-
bers of small regional jets they will need.
Strong air travel demand has not ensured fi-
nancial stability for regional carriers, as the
bankruptcy filings of Republic Airways in
2016, Great Lakes Airlines in 2018 and
Trans States Airlines in 2020 have shown. Fi-
nancially strong and well positioned regional
carriers may see increased opportunities for
regional flying because of the network carrier
actions, but the overall impact will most likely
reduce opportunities for many regional carri-
ers. In addition to managing changing rela-
tionships with network carriers, regional car-
riers have struggled with pilot shortages that
were exacerbated during the pandemic re-
covery. The downturn prompted mainline
carriers to reduce costs by, among other
measures, offering voluntary retirements to
flight crews but, as activity picked up, they
drew replacements from the ranks of region-
als, causing additional shortages for those
carriers. To attract and recruit crews, carriers
have raised salaries and offered bonuses,
further increasing financial pressures, and
possibly leading to new consolidation in the
regional airline industry. In April 2025 two re-
gional carriers, Republic Airlines and Mesa
Airlines, announced their intention to merge
which should result in a stronger company
due to its larger scale. However, the merger
could result in some service cutbacks to
smaller communities and less competition-
induced growth.
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Growth in the business and corporate avia-
tion segment of the general aviation is based
largely upon the prospects for economic
growth and corporate profits. The possibility
of the reintroduction of bonus depreciation
and a potential decline in interest rates could
spur demand for business and corporate avi-
ation. On the other hand, the most recent de-
velopments concerning tariffs with associ-
ated exceptions have introduced another
level of uncertainty into business jet transac-
tions. While some argue that users of private
aviation are not as price sensitive as the pub-
lic in their demand for services, piston aircraft
purchases at the lower end of the general
aviation may be impacted unfavorably. The
risk for general aviation is not limited to these
factors. Other influences, such as potential
environmental regulations and taxes, do not
seem to be as much of a concern in the short
term, but over the long term, uncertainties
about the direction of these influences could
be difficult to foresee.

Overall activity at FAA and contract towers
rose 3.6 percent in 2024. Activity at large and
medium hub airports (64 in total) increased
4.1 percent and 3.4 percent, respectively, in
2024, resulting in congestion and delays. In
the long run, operations at large and medium
hub airports grow faster than the overall na-
tional trend and congestion and delays could
become critical limits to growth over the fore-
cast period. FAA’s forecasts of both demand
and operations are unconstrained in that
they assume that there will be sufficient infra-
structure to handle the projected levels of ac-
tivity. Should the infrastructure be inade-
quate and result in even more congestion
and delays, it is likely that the forecasts of
both demand and operations would not be
achieved.

Not only is the volume of aircraft operating at
most large hubs expected to increase over
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the next 20 years, but the mix of aircraft and
vehicles is changing as well. The expected
increases in the numbers of larger regional
jets and business jets as well as the antici-
pated widespread deployment of UAS and
Advanced Air Mobility (AAM) vehicles into
the national airspace system will make the
FAA’s job more challenging. For example,
with these new vehicles entering the system,
traditional aircraft may be replaced. The inte-
gration of UAS and AAM could add to the
workload above and beyond the current de-
mand for aviation services.

As passenger demand and activity levels
have returned to pre-COVID levels, there
have been increasing concerns about the re-
sources needed by the FAA to effectively
manage the nation’s airspace. The projected
increase in activity by traditional aviation sec-
tors (airlines, general aviation) coupled with
anticipated growth in new entrant activity
(commercial space, UAS/AAM) has renewed
focus on FAA resources. In addition, much of
the physical infrastructure supporting the na-
tion’s air traffic control system needs to be
repaired or replaced, further exacerbating
the resource concerns. FAA resources may
prove to be inadequate to effectively address
the many future challenges. Notably, in May
2025, Transportation Secretary Sean Duffy
announced a major initiative to modernize
the air traffic control system for NAS effi-
ciency and safety. Without the implementa-
tion of this initiative, the likely result would be
greater congestion and delays at airports, in-
creasing airline passenger dissatisfaction.
Furthermore, slower growth in new entrant
activity could occur, delaying or reducing the
benefits to the nation from expansion of
these activities.

Airspace modernization and airport expan-
sion, including new construction, face chal-
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lenges due to concerns over noise, air qual-
ity, and water quality. Concerns across the
U.S. about aviation noise have led to in-
creasing levels of public debate. In Europe,
concerns about aviation’s environmental im-
pacts are leading to restrictions on airport ex-
pansion activities and limits on short-haul do-
mestic flights. Without effective measures to
mitigate and abate aviation noise, the infra-
structure projects and airspace redesign ef-
forts needed to support currently forecasted
aviation growth may be delayed. Similarly,
community concerns about environmental
and/or other considerations (e.g., privacy
concerns) associated with UAS, AAM, and
commercial space launch activity could im-
pact growth in these aviation areas.

Technologies to improve aircraft fuel effi-
ciency and reduce fuel consumption provide
clear economic benefits by reducing fuel
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costs for airlines and enabling greater ranges
for the same fuel payload. UAS and AAM ve-
hicles, and the electrification of conventional
general aviation and short haul aircraft are
emerging novel aviation technologies that
may improve vehicle efficiency. The impacts
of these new entrants from a noise perspec-
tive must also be properly understood, rec-
ognizing that these vehicles may interact
with communities in different ways than the
traditional vehicles they replace. The expan-
sion of commercial space launch activity
could also change the mix of aircraft in ser-
vice, with associated impacts on aviation
noise and emissions. The magnitude of the
impacts from commercial space operations
is unknown at this time due to the various fuel
types currently used to launch vehicles.





