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iv Airline competition in Australia

Glossary
BITRE Bureau of Infrastructure and Transport Research Economics 

CCA Competition and Consumer Act 2010 (Cth)

FIFO Fly-in, fly-out. Refers to people who fly to their workplace (often for a week 
or 2 at a time), then fly back home 

Larger city Sydney, Melbourne, Brisbane, Adelaide, Perth, Canberra or the Gold Coast 

Load factor The total number of passengers as a proportion of the total number of seats 
flown across all airlines

Qantas Qantas domestic passenger airlines that include Qantas Domestic and 
QantasLink airlines

Qantas Group Qantas Domestic, QantasLink and Jetstar Domestic airlines 

Regional Domestic locations other than Sydney, Melbourne, Brisbane, Adelaide, 
Perth, Canberra and the Gold Coast 

SME Small and medium enterprise

TANS Tourism and Aviation Network Support Program. An Australian 
Government program introduced in response to COVID-19 to reduce the 
costs for consumers to fly to key tourism regions.

Virgin Australia Virgin Australia domestic passenger airlines that include Virgin Australia 
and Virgin Australia Regional Airlines (VARA). Virgin Australia also operated 
Tigerair until March 2020

Wet lease An arrangement whereby a lessor supplies aircraft, crew, maintenance and 
insurance to an airline
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Key industry insights and developments

Capacity is not keeping up with demand
Demand for air travel remains strong despite the rising cost of living. However, the airlines continue 
to hold back adding capacity to the market to manage resource challenges. Heading into the 
summer holidays, airlines are keeping crew and aircraft in reserve to help minimise delays. 

Average airfares are higher than they have been in years
The combination of strong demand and reduced capacity means airfares are higher than they have 
been in years. In a climate of strong demand, airlines are selling fewer discounted tickets while the 
discounted tickets that are available are getting sold out quickly.

Fewer cancellations, but flights are still regularly delayed
Reliability has picked up in recent months as fewer staff have fallen sick and in response to action 
taken by airlines. The rate of cancellations fell from 6.4% in July to 2.9% in October, while the rate of 
delayed flights fell from 45.0% to 30.7%. Airline delays remain well above the long-term average.

Airlines are expecting a profitable 2022–23 
After a few years of sizeable losses due to the pandemic, airlines expect to be profitable in the 
current financial year on the back of strong demand and high airfares. Qantas Group expects an 
underlying profit before tax of between $1.35 billion and $1.45 billion for the 6 months to the end 
of 2022, which is close to the company’s record for a full year of operations.

Market shares have been reasonably stable
Airlines’ market shares have remained relatively stable throughout 2022. Qantas flew the highest 
share of domestic passengers in October with 38.0%, while its subsidiary Jetstar flew 23.1%. Virgin 
Australia accounted for 33.6% of passengers and Rex flew 5.3%.
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Overview
Demand for air travel remains strong despite the rising cost of living curbing spending elsewhere. 
However, the airlines continue to hold back adding capacity to the market to manage operational 
challenges. Heading into the summer holidays, and unsure how the recent increase in COVID-19 
cases could impact the industry, airlines are keeping additional crew and aircraft on standby to help 
minimise delays. 

Over 4.7 million passengers flew in October 2022, 86% of pre-pandemic levels. Seat capacity was 85% 
of pre-pandemic levels. The recovery in passengers and capacity has remained at or below 90% of 
pre-pandemic levels, after reaching their respective peaks of 97% and 95% in June 2022. 

With strong demand, reduced capacity and ongoing high prices for jet fuel, airfares are higher than 
they have been in years, and higher than pre-pandemic levels. Average revenue per passenger, an 
indication of average airfares across all fare types, was 27 per cent higher in October 2022 than it was in 
October 2019.

Of the different fare types, the discount economy fares are particularly high because airlines don’t need 
to offer sales in order to fill their planes. The discounted tickets that are made available are sold out 
quickly. An index of the discount economy fares across Australia’s top 70 domestic routes in November 
2022 was more than double what it was in April 2022, when it hit an 11-year low. Flexible economy and 
business airfares have not increased as much as discount fares, and in November 2022 remained below 
pre-COVID-19 prices. 

The ACCC will be monitoring the domestic airlines closely to ensure they return capacity to the market 
in a timely manner to bring downward pressure on airfares. In this context, the ACCC would be 
concerned if the airlines withheld capacity in order to keep airfares high.

International airfares are inflated for a lot of the same reasons that domestic airfares are high. There 
is also less competition on international routes as some airlines temporarily or permanently withdrew 
services from Australia during the pandemic. Only 44 airlines operated to and from Australia in 
September 2022 compared with 58 pre-pandemic (September 2019). International airlines are slowly 
reintroducing services and capacity to the market with some countries only recently starting to relax 
travel restrictions.  

With strong demand and high airfares, the airlines reported significant financial improvements over 
the last few months. The Qantas Group announced in November that it expects an underlying profit 
before tax of between $1.35 billion and $1.45 billion in the first half of 2022–23. This figure is close to 
the company’s record high for a full year of operations. Virgin Australia expects to be profitable this 
financial year for the second time in a decade. Rex also expects to be profitable in the current financial 
year, with its intercity jet operations recording its first monthly profits in September and October 2022.

The airlines have improved the reliability of their services after significant disruption over the winter 
months due to staff illness and workforce shortages. The rate of cancellations fell from 6.4% in July to 
2.9% in October. On-time performance also improved with the 30.7% of flights arriving late in October, 
compared to 45.0% in July. Despite the improvements, on-time performance remains well below the 
long-term averages. Rex and Qantas had the lowest rate of cancellations and delays in October.

New low-cost carrier Bonza has acquired its second Boeing 737 Max 8 jet. Hoping to start flying by 
October, Bonza’s launch was delayed further while the airline and the safety regulator continue to work 
through the application process for Bonza to obtain an air operator certificate. 
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Market shares have remained relatively stable throughout 2022. Qantas flew the highest proportion of 
domestic passengers in October 2022 with 38.0%. Jetstar accounted for 23.1%, meaning that 61.1% of 
passengers flew with the Qantas Group. Virgin Australia flew 33.6% of all domestic passengers including 
the highest proportion of passengers on routes connecting 2 larger cities. Rex accounted for 5.3% of 
total passengers. 

Airlines consider a wide range of factors when setting the price of a ticket, including the demand and 
supply characteristics of the relevant flight and the airline’s corporate strategy. Passengers on the same 
flight can pay very different prices, with airlines designing fares and products in a way that enables 
them to earn more revenue from consumers who are less sensitive to price. 

Competition is one of the most important factors determining how much a consumer pays to fly. 
Various studies have shown that when the number of airlines increase on a route, prices on average 
decrease. The ACCC has observed this trend with airfares following Rex’s expansion onto intercity 
routes in competition with Virgin Australia, Jetstar and Qantas from March 2021. 
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1. Introduction
The Australian Competition and Consumer Commission (ACCC) is an independent Commonwealth 
statutory agency that promotes competition, fair trading and product safety for the benefit of 
consumers, businesses and the Australian community. The primary responsibilities of the ACCC are 
to enforce compliance with the competition, consumer protection, fair trading and product safety 
provisions of the Competition and Consumer Act 2010 (Cth) (CCA), regulate national infrastructure and 
undertake market studies.

This is the ACCC’s tenth report on its findings from monitoring domestic air passenger 
transport services. 

On 19 June 2020 the former Treasurer issued a direction to the ACCC under subsection 95ZE(1) 
of the CCA to monitor prices, costs and profits relating to the supply of domestic air passenger 
transport services. 

The direction requires the ACCC to report on its monitoring at least once every quarter. The direction 
is for a period of 3 years. In announcing the direction, the former Treasurer stated that the ACCC’s 
monitoring will assist in protecting competition in the sector for the benefit of all Australian airline 
travellers.1 The former Treasurer also said that the reporting role and focus by the ACCC would provide 
another avenue for those wishing to raise concerns about anti-competitive conduct in the sector. 

The ACCC’s monitoring and reporting on the domestic airline industry is separate, but related, to its 
enforcement of competition law under Part IV of the CCA. We will prioritise investigations about anti-
competitive agreements and practices, and the misuse of market power.  We will consider enforcement 
action where we form the view that conduct is likely to breach the CCA. 

The ACCC may find that the level of competition within the industry is diminishing and/or identify 
anti-competitive behaviour that falls short of thresholds for enforcement action. We will recommend 
potential policy options to government should there be signs that competition is not effective. 

Under the direction, the ACCC can compel information from industry participants. We have established 
arrangements to collect monthly and quarterly data from the Qantas Group (including Jetstar), Virgin 
Australia and Rex. These airline groups supply the vast majority of regular domestic air passenger 
services in Australia. We also seek qualitative information from the airlines from time to time, such 
as Board papers about company strategy. The ACCC has legislative obligations in relation to how it 
manages and discloses confidential information so only some information collected from the airlines will 
be presented in the public monitoring reports. 

The ACCC’s first report published in September 2020 contains further information about our approach 
to the monitoring direction and potential investigations.2

While the industry continues to recover and respond to the impacts of COVID-19, things can change 
very quickly. As a result, there may be recent industry developments at the time of publication that are 
not captured in this report.

1 The Hon. Josh Frydenberg (the former Treasurer), ACCC directed to monitor domestic air passenger services [media 
release], 19 June 2020, accessed 21 November 2021. 

2 ACCC, Airline competition in Australia – September 2020 report, 17 September 2020.

https://ministers.treasury.gov.au/ministers/josh-frydenberg-2018/media-releases/accc-directed-monitor-domestic-air-passenger-services
https://www.accc.gov.au/publications/serial-publications/airline-competition-in-australia/airline-competition-in-australia-september-2020-report
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2. Industry developments

2.1 Strong demand and reduced capacity puts upward 
pressure on airfares

Demand for holiday travel remains strong despite the rising cost of living curbing other consumer 
spending. However, the airlines are continuing to hold back adding capacity to the market to better 
manage operational challenges. 

The airlines are keeping additional crew and aircraft on standby to help manage disruptions as they 
head into the peak summer holiday period, as well as watching the recent increase in COVID-19 cases. 
Qantas announced that it will roster more crew and keep 20 aircraft in reserve over this period to help 
minimise delays.3 This comes after consumers faced significant disruption from cancellations and delays 
in the middle of the year as the industry faced staff shortages including due to high rates of illness. 

In October the Qantas Group forecasted it would fly at 94% of its pre-pandemic domestic capacity in 
the second half of 2022, recovering to 100% in the first half of 2023. This forecast is 6 percentage points 
lower than Qantas’ previous announcement from August. Qantas said the reduction is designed to 
protect sustained operational performance as the broader industry recovers.4 While Virgin Australia 
was flying below pre-COVID-19 levels in October, the airline expects to reach 100% in December and 
January.5 

With strong demand and reduced capacity, airfares are higher than they have been in years, and higher 
than pre-pandemic levels. In a climate of strong consumer demand, airlines don’t need to offer special 
fares in order to fill their planes. Further, the discounted tickets that are available are being purchased 
much earlier than is normally the case.

The strong demand is expected to ease after the summer holiday period, however broader industry 
supply chain issues and ongoing workforce shortages could extend well into next year. Qantas reported 
that the industry is still facing issues in the supply chain that will take time to fix. For example, it now 
takes over a week for Qantas to acquire some spare parts where it would have taken 12 hours pre-
pandemic. 

The ACCC will be monitoring the airlines closely to ensure they return capacity to the market in a timely 
manner to bring downward pressure on airfares. In this context, the ACCC would be concerned if the 
airlines withheld capacity in order to keep airfares high.

Strong demand and high airfares have helped the airlines improve their financial position. Qantas 
reported in November that revenue from leisure bookings was more than 130% of pre-pandemic levels.6 
In October Rex reported month-on-month revenue growth over the first 4 months of the financial 
year. Rex also said that revenue had grown faster than passenger volumes, indicating significant yield 
improvements.7 

3 Qantas, Qantas Group 2022 annual general meeting: Remarks from CEO Alan Joyce [ASX release], 4 November 2022, 
accessed 4 November 2022.

4 Qantas, Qantas Group market update: Strong demand accelerates recovery [ASX release], 13 October 2022, accessed 
13 October 2022.

5 Ironside, R, Cairns Post, ‘The real reason airfares are so high non Australia’s most in-demand routes’, 25 November 2022.

6 Qantas, Qantas Group 2022 annual general meeting: Remarks from CEO Alan Joyce [ASX release], 4 November 2022, 
accessed 9 November 2022. 

7 Rex, Rex announces profitable domestic operations for September [ASX release], 24 October 2022, accessed 
7 November 2022.

https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02594069-2A1411428?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02581561-2A1405590?access_token=83ff96335c2d45a094df02a206a39ff4
https://www.cairnspost.com.au/business/the-real-reason-airfares-are-so-high-on-australias-most-indemand-routes/news-story/c7b2a456f5294c66d72e46fa2f9490f9?btr=7e2acf71128d7fdd2e53cd53d390c401
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02594069-2A1411428?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02586607-2A1408003?access_token=83ff96335c2d45a094df02a206a39ff4
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Qantas and Virgin Australia reported that high airfares have so far offset any revenue impact from fewer 
business trips.8 Qantas CEO Alan Joyce said in November that revenue from business travel was over 
100% of pre-pandemic levels.9 Virgin Australia CEO Jayne Hrdlicka said that ‘small and medium-sized 
business is back well where it was in 2019’ and that ‘big business, the amount of money that is being 
spent is there, but the number of trips is lower’.10

Business passengers are flying less frequently but are increasingly choosing to stay for longer when 
they do travel. Corporate travel agency CWT said that the proportion of one-day business trips globally 
has fallen by more than 25% compared with 2019 levels.11 This is due to the growing use of online 
meetings, environmental considerations, high airfares and poor on-time performance. 

New low-cost carrier Bonza has acquired its second Boeing 737 Max 8 jet. Hoping to start flying by 
October, Bonza’s launch was delayed further while the airline and the safety regulator continue to work 
through the application process for Bonza to obtain an air operator certificate. CEO Tim Jordan said 
tickets would go on sale once Bonza is confident in the timeline required to fulfil its obligations with the 
safety regulator.12   

2.2 Airlines improve the reliability of their services
Following record poor performance over winter, domestic airlines have improved the reliability of their 
services in recent months. The rate of cancelled or delayed flights has fallen as fewer staff are missing 
due to illness and the airlines have scaled back their flying schedules. 

The airlines cancelled 2.9% of domestic flights in October 2022, down from 6.4% in July 2022. While this 
was an improvement, the cancellation rate was still higher than the long-term average of 2.1%. Table 1 
shows that Rex and Qantas cancelled the lowest proportion of flights in October 2022. Jetstar appears 
to have overcome the problems that led to it cancelling almost one in 10 flights in September 2022.  

Table 1: Domestic cancellations and delays – July 2022 and October 2022

Cancelled flights (%) Delayed arrivals (%)
July 2022 Oct 2022 July 2022 Oct 2022

Qantas 6.2 2.2 47.0 25.8
Rex 2.1 2.2 31.7 31.7
Virgin Australia 7.7 3.6 47.5 35.1
Jetstar 8.8 3.9 48.5 35.6
Industry total 6.4 2.9 45.0 30.7
Long-term ave 2.1 2.1 18.2 18.2

Source:  BITRE, Australian domestic on time performance monthly reports. Figures for Qantas include QantasLink and Virgin 
Australia includes VARA. 

The industry also reported significantly fewer delayed flights. In October 2022 30.7% of flights arrived 
at their destination at least 15 minutes late, down from a record-high 45.0% in July 2022. This is still 
well short of the long-term average of 18.1%. The airlines recorded much better performance in 
October 2022, with Qantas overtaking Rex as the airline with the lowest rate of delayed flights.  

The Qantas Group said in late October that it will invest a further $200 million across Qantas and Jetstar 
to provide extra resourcing to support its operational performance, including having a number of 

8 Freed, J, The Japan Times, ‘Airlines reboot as COVID-19 sparks a fall in one-day business trips’, 7 November 2022, accessed 
8 November 2022. 

9 Qantas, Qantas Group 2022 annual general meeting: Remarks from CEO Alan Joyce [ASX release], 4 November 2022, 
accessed 9 November 2022. 

10 Baird, L, Australian Financial Review, ‘Virgin chief flags international travel expansion’, 20 October 2022, accessed 
3 November 2022.

11 Freed, J, The Japan Times, ‘Airlines reboot as COVID-19 sparks a fall in one-day business trips’, 7 November 2022, accessed 
8 November 2022.

12 Ironside, R, The Courier Mail, ‘Budget carrier Bonza’s takeoff delayed, awaiting CASA approval’, 31 October 2022, accessed 
3 November 2022.

https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02594069-2A1411428?access_token=83ff96335c2d45a094df02a206a39ff4
https://www.afr.com/companies/transport/virgin-looks-to-spread-international-wings-further-20221019-p5br7o
https://www.japantimes.co.jp/news/2022/11/07/business/one-day-business-trips-airlines/
https://www.couriermail.com.au/business/budget-carrier-bonzas-takeoff-delayed-awaiting-casa-approval/news-story/172fa514282603e8ff76377c64c71e49?btr=b7096465a8639612d870977cc4c76ba9
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Jetstar aircraft and crew on standby.13 However, Swissport, which provides baggage handling and other 
aviation services to airlines, said that a full return to pre-pandemic levels of reliability across the industry 
was unlikely until mid-2023.14

If a flight is delayed or cancelled, consumers may have rights under the consumer guarantees of the 
Australian Consumer Law (ACL), depending on the circumstances. If a flight is delayed or cancelled for 
reasons within the airline’s control, consumers are entitled under the ACL to a refund or replacement. 
Consumers are not entitled to a refund or credit under the consumer guarantees if they have missed 
their flight through no fault of the airline.

The ACCC is continuing to investigate difficulties that consumers have faced in using Qantas flight 
credits. As our investigation is ongoing, we are unable to comment further at this time. 

2.3 Supply of international flights has not kept up 
with demand

International airfares are particularly high at the moment. According to online travel agency Kayak, 
the average price for an international return economy flight increased by a third from $1,362 in 2019 
to $1,817 in 2022.15 Searching for flights in October 2022, the cheapest return flights from Melbourne 
to Los Angeles for travel during the peak Christmas season were advertised at $4,000 per person, 
while a return flight to London was at least $4,400.16 Return airfares between Sydney and Auckland 
were advertised at $1,500–2,000.17 International airfares are inflated due to many of the same factors 
impacting domestic airfares (see section 3.6): high demand, reduced capacity and high jet fuel prices.  

The supply of international passenger services has been slower to recover from the pandemic than 
domestic services. The most recent figures show that international passenger volumes only recovered 
to 60% of pre-pandemic levels in September 2022. International seat capacity was even lower at 56%, 
suggesting that supply has not kept up with demand. The proportion of international seats filled by 
passengers was 89% in September 2022, higher than the 83% in September 2019.18 

Airlines have been holding back capacity to address operational challenges, while some airlines are no 
longer operating in the Australian market. Only 44 airlines operated international services to and from 
Australia in September 2022, compared with 58 pre-pandemic (September 2019).19 Many international 
carriers have permanently exited or are not currently operating services to and from Australia due to 
restrictions in their home country, with China a notable example. Japan opened its border in October, 
while Hong Kong and Taiwan only recently started to relax travel restrictions.

Some airlines have returned to the international market but at reduced capability. To cut costs, Virgin 
Australia discarded its long-haul, wide-bodied aircraft after relaunching in November 2020. As a result, 
the airline is now flying to fewer international destinations and with less seat capacity. Virgin Australia 
accounted for 2% of Australian international seat capacity in September 2022, down from the 7% it held 
pre-pandemic (September 2019).20 Comparatively, Qantas and Jetstar increased their market shares 
from 18% to 19% and 8% to 12% respectively.21 

13 Ironside, R, The Australian, ‘Jetstar records a shocker with one in 10 flights axed in September, plus extensive flight delays’, 
24 October 2022, accessed 24 October 2022. 

14 Baird, L, AFR, ‘This global exec thinks travel woes won’t be solved by Christmas’, 2 November 2022, accessed 
2 November 2022. 

15 Meacham, S, Nine News, ‘International travel prices soar as Aussies itch to get overseas, data shows’, 11 October 2022, 
accessed 8 November 2022.

16 Hyde, G, The New Daily, ‘These flights are flying full’: Why airfares are skyrocketing’, 13 October 2022, accessed 
17 October 2022.

17 Scott, K, Traveller, ‘International flights from Australia in December: Christmas airfares surge’, 14 October 2022, accessed 
8 November 2022.

18 BITRE, Australian Government, ‘Seat utilisation factors by airline 1991 to current International Airline Activity - flights seats 
- September 2022’, accessed 23 November 2022.

19 Ibid.

20 This does not include flights to New Zealand which Virgin restarted in November 2022.

21 BITRE, Australian Government, ‘Seat utilisation factors by airline 1991 to current International Airline Activity - flights seats 
- September 2022’, accessed 23 November 2022.

https://links.streem.com.au/the-australian-20221024-5Bl8YQJI8oHgUnh9jYXIP?keywords%5b%5d=Jetstar&keywords%5b%5d=flights&keywords%5b%5d=flight&keywords%5b%5d=Qantas&keywords%5b%5d=the&keywords%5b%5d=the+airline&keywords%5b%5d=Jetstar%E2%80%99s&keywords%5b%5d=routes&keywords%5b%5d=planes&keywords%5b%5d=The+BITRE&keywords%5b%5d=Virgin+Australia&keywords%5b%5d=fleet&keywords%5b%5d=Qantas%E2%80%99s&keywords%5b%5d=pandemic&keywords%5b%5d=capacity&keywords%5b%5d=aviation&keywords%5b%5d=airlines&keywords%5b%5d=Rex&keywords%5b%5d=Rex%E2%80%99s&keywords%5b%5d=Covid
https://www.afr.com/companies/transport/this-global-exec-thinks-travel-woes-won-t-be-solved-by-christmas-20221031-p5bug8
https://www.9news.com.au/national/international-travel-interest-surges-for-christmas-holidays-after-pandemic-kayak-data/8740a994-0dcb-4e2f-9352-fa196e1005ad
https://thenewdaily.com.au/life/travel/2022/10/12/airfares-are-skyrocketing/
https://www.traveller.com.au/international-flights-from-australia-in-december-christmas-airfares-surge-h275bc
https://www.bitre.gov.au/publications/ongoing/international_airline_activity-time_series
https://www.bitre.gov.au/publications/ongoing/international_airline_activity-time_series
https://www.bitre.gov.au/publications/ongoing/international_airline_activity-time_series
https://www.bitre.gov.au/publications/ongoing/international_airline_activity-time_series
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At the same time, demand for international travel remains strong and consumers are booking tickets 
early. Singapore Airlines, which holds the second highest market share after Qantas22, reported that 
consumers are booking tickets much earlier than they used to. Pre-pandemic, consumers would 
generally book a ticket 3 months before an international flight. Now consumers are booking 9 months 
or more before departure. As a result, seats are booking up earlier, pushing up the price of airfares 
earlier.23 

Qantas noted in October that yields are particularly strong from international markets, although these 
are expected to moderate as Qantas and other international carriers introduce more capacity into the 
market. Qantas forecasts it will fly 61% of pre-pandemic international capacity in the second half of 
2022, increasing to 77% in the first half of 2023.24 Airfares are expected to decrease as more airlines and 
flights are added to the international market.

2.4 Airline groups expect a profitable 2022–23
With strong demand for travel and high airfares, airline groups have said that they expect to be 
profitable in the current financial year. 

In particular, the Qantas Group announced in November that it was upgrading its previous profit 
guidance and expected an underlying profit before tax of between $1.35 billion and $1.45 billion in the 
first half of 2022–23.25 This figure is close to the record $1.6 billion underlying profit before tax that the 
company reported for the full 2017–18 financial year. These results reflect all of Group’s operations, 
including international services and the customer loyalty scheme.

The profit guidance comes after 3 years of significant losses due to the pandemic. The Qantas Group 
reported an underlying loss before tax of $1.86 billion for 2020–21.26 Qantas CEO Alan Joyce said that 
the statutory loss before tax impact of COVID-19 over the 3 years was nearly $7 billion. 

In its earlier profit guidance from October, the Qantas Group said that domestic travel demand 
remained strong across all categories.27 It said that while fuel prices were much higher than pre-COVID, 
robust demand supported the Group’s ability to fully recover the higher fuel costs through airfares. 

In its commentary on the October announcement, investment bank UBS said that Qantas Group was 
benefitting from reduced capacity across both domestic and international services.28 It suggested that 
the competitive landscape was relatively benign, with conditions that supported a strategy of focusing 
on profitable flying rather than growing passenger volumes.

Virgin Australia CEO Jayne Hrdlicka said in September that she expected the airline to be profitable 
in the current financial year.29 This would be the company’s second profitable year of operations in a 
decade, with the after-tax profit reported in 2020–21 only achieved due to the accounting treatment of 
the release of creditors’ claims after the company came out of voluntary administration. The quicker-
than-expected return to profitability has led to speculation that the airline, which was acquired by 
private equity company Bain Capital in November 2020, could return to the public stock exchange by 
the end of 2023.30

22 Ibid.

23 Baird, L, Australian Financial Review, ‘Looking for cheap airfares? Book a year in advance’, 8 November 2022, accessed 
10 November 2022.

24 Qantas, Qantas Group market update: Strong demand accelerates recovery [ASX release], 13 October 2022, accessed 
13 October 2022.

25 Ibid.

26 Qantas, Qantas Group posts third major loss from pandemic, strong recovery underway [ASX release], 25 August 2022, 
accessed 13 October 2022.

27 Qantas, Qantas Group market update: Strong demand accelerates recovery [ASX release], 13 October 2022, accessed 
13 October 2022.

28 UBS, ‘Key Call: Qantas Airways: Settings tilted to better profitability’, 13 October 2022.

29 McGuire, A, The Sydney Morning Herald, ‘Virgin Australia’s losses blow out to $386.7m, but CEO flags 2023 turnaround’, 
14 September 2022, accessed 13 October 2022. 

30 Boyd, T, AFR, ‘Virgin on track for 2023 IPO’, 15 September 2022, accessed 24 October 2022.

https://www.afr.com/companies/transport/looking-for-cheap-airfares-book-a-year-in-advance-20221108-p5bwf8
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02581561-2A1405590?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02557899-2A1393191?access_token=83ff96335c2d45a094df02a206a39ff4
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02581561-2A1405590?access_token=83ff96335c2d45a094df02a206a39ff4
https://www.smh.com.au/business/companies/virgin-australia-s-losses-blow-out-to-386-7m-but-clouds-are-clearing-20220914-p5bhxv.html#:~:text=Financial results lodged with the,million in the previous year.
https://links.streem.com.au/australian-financial-review-20220915-YlKzKqVf8nHXUQhZhn?keywords%5b%5d=Virgin&keywords%5b%5d=the+COVID&keywords%5b%5d=the&keywords%5b%5d=Jayne+Hrdlicka&keywords%5b%5d=Bain&keywords%5b%5d=Virgin%E2%80%99s&keywords%5b%5d=COVID&keywords%5b%5d=Qantas&keywords%5b%5d=the+Qantas&keywords%5b%5d=Virgin%E2%80%99s+recovery
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Hrdlicka made the statement as Virgin Australia reported an underlying loss before tax of $387 million 
for 2021–22.31 Although pandemic-related travel restrictions were relaxed part of the way through this 
period, the airline group reported a much greater loss than the $76.8 million underlying loss before tax 
for 2020–21. 

Virgin Australia’s revenue in 2021–22 increased by 45% while expenditure increased by 30%. The airline 
also reported a marked improvement in flying activity in the June 2022 quarter as consumers began to 
feel comfortable travelling again. Financial support from various government programs ceased during 
the financial year, as it did for other airlines.   

After expanding onto intercity routes in March 2021, Rex reported that its intercity jet operations 
made its first monthly profits before tax in September and October 2022. Rex expects that its regional 
operations will return to profitability in the March 2023 quarter. It also expects that the combined group 
will be profitable across the full financial year.32  

2.5 Airline fleet orders highlight long term strategies 
Domestic airlines are continuing to develop their fleet of aircraft. Qantas previously announced its 
intention to purchase 134 new Airbus aircraft. Mainly to service smaller routes, the first A220 jets are 
due to arrive late next year and will replace Qantas’ existing fleet of Boeing 717s. With a range almost 
double that of the existing fleet, Qantas says the new jets will allow it to fly long thin city pairs in regional 
markets that Qantas hasn’t been able to operate before.33 

The Qantas Group has also sought ACCC informal merger clearance to acquire the remaining interest 
of Alliance Airlines and its fleet of medium sized jet aircraft. The Group had previously acquired a 
19.9% stake in Alliance Airlines in February 2019. The ACCC is investigating whether the proposed 
acquisition is likely to breach section 50 of the Competition and Consumer Act 2010. In August 2022 
the ACCC expressed preliminary concerns with the proposal, including that it is likely to substantially 
lessen competition for air transport services to and from regional and remote areas in Queensland and 
Western Australia for corporate customers.34 A final decision is due 20 March 2023.35

Rex finalised its acquisition of the fly-in, fly-out (FIFO) and charter services arm of Cobham Aviation, 
National Jet Express, at the end of September 2022. Rex said that the acquisition allows it to strengthen 
its position in the charter market.36 The acquisition has also provided Rex with additional medium sized 
jet and turboprop aircraft which Rex said it could use to support passenger operations, when not being 
used to service National Jet Express’ FIFO and charter operations. Rex flagged Perth to Adelaide and 
Broome as potential routes Rex could service, as well as being able to increase capacity on existing WA 
regional routes.37

In August Virgin Australia announced it is acquiring 4 more Boeing 737 MAX 8 aircraft in addition to the 
4 MAX 8s already announced in April. The additional fleet will arrive from 2023. This will bring Virgin 
Australia’s all 737-fleet to 92, an increase from 58 since relaunching in November 2020.38

31 Virgin Australia, ‘Virgin Australia Group: Consolidated financial statements for the year ended 30 June 2022’, 
September 2022. 

32 Rex, Increased profitability on Rex’s domestic jet operations [ASX release], 25 November 2022, accessed 
25 November 2022. 

33 John Gissing, Qantas, CAPA Australia Pacific Aviation Summit, ‘Airline interview Qantas’, 14 September 2022.

34 ACCC, Statement of Issues: Qantas Airways Limited – proposed acquisition of Alliance Aviation Services Ltd, 
18 August 2022.

35 A decision was previously scheduled for 1 December 2022 however this was postponed to allow the parties more time to 
provide information.  

36 Chris, Hine, Rex, CAPA Australia Aviation Pacific Summit, ‘Airline leader keynote – Rex’, 14 September 2022.

37 Thomas, G, Airline Ratings, ‘Major expansion in the West for Rex’, 14 October 2022, accessed 17 October 2022.

38 Virgin Australia, Virgin Australia expands Boeing 737 MAX 8 fleet and secures access to full -flight simulator in Perth [media 
release], 24 August 2022, accessed 18 November 2022.

https://company-announcements.afr.com/asx/rex/8eccb1a1-6c4e-11ed-869e-9add0a948378.pdf
https://www.accc.gov.au/public-registers/mergers-registers/public-informal-merger-reviews/qantas%E2%80%99-proposed-acquisition-of-alliance-airlines
https://www.airlineratings.com/news/major-expansion-in-the-west-for-rex/
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3. Key industry metrics and analysis
This chapter presents analysis of key industry metrics. Unless specified otherwise, we calculate these 
metrics from data supplied to the ACCC from the Qantas Group (consisting of Qantas and Jetstar), 
Virgin Australia (including Tigerair until March 2020) and Rex on a monthly and quarterly basis. This 
chapter includes analysis on the airline industry up to October 2022. Section 3.6 includes analysis of 
airfare trends using BITRE data up to November 2022. 

3.1 Full recovery remains on hold as airlines continue to 
operate reduced flight schedules 

The domestic airline industry carried over 4.7 million passengers in October 2022 (Figure 1). This was 
around the same as July 2022 but an increase of over 300,000 from August. The month of October has 
historically been a period of increased demand due to the school holidays. 

Figure 1: Australian domestic air services – January 2019 to October 2022
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex.

The number of passengers flying in October represented 86% of the number who flew at the same time 
of year in 2019, prior to the pandemic. The recovery in monthly passenger numbers first surpassed 90% 
of pre-COVID levels in April 2022. It subsequently peaked at 97% in June and has since remained at or 
below 90%.

Figure 1 also shows that seat capacity increased for the first time since April 2022 to reach 5.7 million 
seats in October 2022, with the airlines adding over 200,000 seats since September 2022. Despite this 
increase, the overall seat capacity was still 5% below the recent peak in April 2022. The recovery in seat 
capacity ranged between 94% and 95% from April to June. However, it has been below 90% since July 
and was 85% in October. The airlines continue to hold back some capacity after struggling to reliably 
operate higher levels of flying earlier in the year.
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3.2 Flights continue to be full for routes to the Gold 
Coast and Cairns 

A combination of constrained capacity and a continuation of strong travel demand has led to 83% of 
seats being filled in both September and October 2022. This was the highest result since the pandemic 
began and slightly higher than the pre-pandemic load factor of 82% in October 2019.

There were 17 routes with a load factor of 90% or higher in October 2022, compared with 22 in July. This 
includes a number of routes connecting Western Australia with the east coast of Australia, while there 
were fewer routes to northern destinations in October compared with previous months. The majority 
of the routes continue to be interstate routes and include those connecting the larger cities to popular 
tourist destinations such as the Gold Coast and Cairns. 

Figure 2 ranks the routes connecting larger cities by the degree to which they have recovered their 
pre-COVID-19 levels of passengers. There were 5 routes which reached a recovery of at least 95% in 
October 2022. The top 4 routes were to and from the Gold Coast.

Figure 2: Passenger numbers on routes connecting larger cities – October 2022 relative to October 2019
Passengers Passenger recovery (%)
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex.

Note:  ADL – Adelaide, AVV – Avalon, BNE – Brisbane, CBR – Canberra, MEL – Melbourne, OOL – Gold Coast, PER – Perth, 
SYD – Sydney; Virgin Australia data for 2019 includes data for Tigerair. 

The 3 largest routes in Australia – those connecting Brisbane, Melbourne and Sydney – are lagging in 
their recovery compared to other routes connecting larger cities. Melbourne – Sydney was the worst 
performing of the 3 with passengers in October 2022 equivalent to just 77% of pre-COVID levels. This 
may reflect the greater significance of business travel on these routes, with demand for business travel 
returning more slowly than leisure travel. 

Figure 3 shows the 10 busiest routes in Australia in October 2022 by passenger volume. Melbourne – 
Sydney was the busiest route with 594,000 passengers, representing 13% of all domestic passengers in 
the country.
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Figure 3: Busiest routes by monthly passengers – October 2022
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex.

3.3 The number of domestic routes remains relatively 
stable

There were 154 domestic routes in operation in Australia in October 2022. This was 5 less than in July 
2022. This slight decrease appears temporary and is largely in relation to the airlines stopping services 
on some seasonal routes. The overall size of the domestic network has been relatively stable since April 
2022 when it reached pre-COVID-19 levels with 160 routes serviced. This recent stability contrasts with 
2020–21 when the airlines frequently changed their route network in response to multiple changes in 
border restrictions (Figure 4).

Figure 4: Number of domestic routes operated by airlines – January 2019 to October 2022
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex.

Note:  Select multi-hop routes are treated as a single route.
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Qantas’ domestic network remains the largest in October 2022 with 111 routes, well above the number 
of routes it operated in 2019. The airline scaled back its network between July and October 2022 as it 
suspended services on some seasonal routes to destinations such as Broome, Cooma, Sunshine Coast 
and Coffs Harbour. 

The airline exited the Onslow – Perth route in September, and the Melbourne – Mount Gambier route in 
August. Qantas had entered both routes following the pandemic. Qantas also recently resumed flying 
on the Ayers Rock – Cairns route for the first time since the pandemic started. 

Virgin Australia serviced 60 routes in October 2022. This was 5 less than in July 2022. The airline 
suspended services connecting Adelaide to Hobart and Launceston. It exited Ballina – Melbourne 
in July, and Adelaide – Sunshine Coast in August, leaving both routes to Jetstar. Its exit from Coffs 
Harbour – Melbourne in August has left Qantas as the sole operator.

Qantas subsidiary Jetstar operated 61 routes after it began offering services between Canberra and the 
Gold Coast in October.

Rex serviced 43 routes in October, one more than in July. Following its exit from some poor performing 
routes in July, the airline entered the Devonport – Melbourne route in August in competition 
with Qantas.

3.4 The proportion of passengers with a choice of 
3 airline groups continues to be around 40%

Consumers are most likely to benefit through better services and more attractive pricing on routes 
where there are more competing airline groups. Figure 5 shows that around 40% of domestic 
passengers flew on routes with 3 competing airline groups in October. This figure has remained at 40% 
since July 2022, and contrasts with 2019 when it was just 1% of domestic passengers. The increase is 
largely due to Rex expanding on major intercity routes since early 2021 in competition with Qantas and 
Virgin Australia. The number of passengers travelling on routes with 2 airline groups increased to 53% 
in October.   

Figure 5: Number of passengers on routes serviced by 1, 2 and 3 airline groups – January 2019 to 
October 2022
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex. 

Note:  The 3 airline groups are Qantas Group (including Jetstar), Virgin Australia (including Tigerair) and Rex.  
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3.5 Airline market shares have been relatively stable 
in 2022 

Figure 6 shows that passenger market shares have been relatively stable in 2022 after a volatile 2-year 
period marked by border restrictions and at times a significantly reduced level of flying. Since February 
2022 the monthly market share of each airline has largely remained within a 2.5 percentage point range. 
The only exception was in April 2022 when budget leisure operator Jetstar attracted a significantly 
higher proportion of passengers during the Easter school holidays. 

Figure 6: Airline passenger market shares across all domestic routes – January 2019 to October 2022
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex.

April aside, Jetstar’s market share has been trending slightly downwards in 2022. It recorded a small 
uptick in October to 23.1% on the back of seasonal school holiday period demand, but the spike was not 
as notable as other school holidays. 

Qantas flew 38.0% of all domestic passengers in October 2022, compared to 39.1% in July 2022. The 
Qantas market share was highest on routes in regional areas. The combined market share of the Qantas 
Group was 61.1% in October 2022, roughly equivalent to the 62.5% it held in July 2022. 

Rex’s market share increased to its highest level during 2022 to be 5.4% in September and remained 
stable at 5.3% in October. This was more than double its market share before the pandemic due to its 
expansion onto the larger city routes. The airline recently reported strong growth in passengers on the 
larger city routes as well as an improvement in load factors.39 

Virgin Australia’s market share of 33.6% in October 2022 was slightly higher than its share in July (32.7%). 
Virgin Australia has flown the highest number of passengers on routes connecting larger cities each 
month since August 2022, marginally higher than Qantas. Rex also further increased its share on the 
larger city routes by half a percentage point to be 5.1% in October 2022. 

While Virgin Australia’s and Qantas’ market shares were within a percentage point on the larger city 
routes in October, Qantas’ market share on the larger city – regional routes of 38.3% was almost 
10 percentage points higher than Virgin Australia’s share of 28.4%. This difference in market shares is 
more than double that before the pandemic. This difference largely reflects Qantas gaining market 
share as it entered multiple larger city – regional routes following the pandemic, and the exit of Tigerair. 

39 Rex, Rex celebrates 20 years with revised profit guidance following sterling start to new FY [media release], 2 August 2022, 
accessed 28 November 2022.

https://www.rex.com.au/BlobViewer/BlobViewer.aspx?attachtype=MR&filename=7A52746E736E76316B666D57345054562B782B6230394F304B7A6262314C492F5976676F53577533663979465853434A38556E436F6D5A444B584A39767A6E6E443264734244506B5A58704D5559306F474C6863396D6B3950502F4F374A79794F5A6A776F426E4C596D6B3D
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3.6 Average airfares are higher than they have been 
in years 

The combination of strong demand for leisure travel and reduced capacity have led to the highest 
airfares in years. The price of the cheapest tickets in particular have spiked because airlines do not need 
to offer special fares in order to fill their seats. 

Figure 7 shows an index of the average revenue per passenger across all routes over the last 3 years. It 
shows that average airfares have been quite volatile since the pandemic began. This volatility has been 
due to large fluctuations in both demand and supply at various times in response to travel restrictions 
and consumer confidence.   

Figure 7: Index of average fare revenue per passenger across all routes – January 2019 to October 2022
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex.

Note:  The average revenue per passenger includes both economy and business fare revenue. It excludes ancillaries and 
Tigerair data. Fare revenue is in nominal terms. 

2022 began with very low airfares as airlines sought to encourage consumers back into the sky. The 
average revenue per passenger in January 2022 was 24% below what it was in January 2019.

Average revenue began increasing in the early months of this year in response to growing demand and 
because airlines sought to recover a significant increase in the price of jet fuel (see Figure 9). From the 
middle of this year, airfares pushed even higher as the airlines reduced their flight schedules to improve 
the reliability of their services. This resulted in less supply to meet the strong demand. Average revenue 
increased by 92% from January to October 2022, making it 27% higher than it was in October 2019 prior 
to the pandemic. 

Of the different fare types, the discount economy tickets in particular have increased greatly in price. 
With strong demand for air travel, airlines have been less incentivised to offer special fares to fill their 
planes. Figure 8 shows the index for the discount economy airfares as collected by BITRE. After hitting 
an 11-year low in April 2022 at just 47.5, the index increased more than twofold to 98.3 in November 
2022. This November figure is 55% higher than the same month pre-pandemic. 
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Figure 8: Price index of discount economy airfares weighted across 70 busiest domestic routes – 
November 2019 to November 2022
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Source:  ACCC analysis of BITRE’s Domestic Air Fares (Best Discount) index (cheapest available economy airfares).

Note:  Grey bars indicate December and Easter holiday periods. Airfares recorded April 2021–February 2022 may be 
impacted by the government’s half-price ticket program (TANS). 

In compiling the index, BITRE records the cheapest airfare on or around the last Thursday of the 
month. While this will typically be the price of tickets in the discounted fare category, BITRE will record 
the cheapest airfare in a higher fare category where discounted tickets are all sold out. For example, 
where Qantas’ ‘Red e-Deal’ tickets are sold out, BITRE will record the price of Qantas’ ‘Flex’ tickets 
instead. Thereby, it is possible that the BITRE airfare data from the most recent months are partially 
representing prices of different fare categories. 

Consumers on some routes have seen bigger increases than others. In November 2022 the cheapest 
economy return fares on over 10 routes were more than double what they were in November 2019, 
prior to the pandemic. More than half of these routes were to and from Sydney, with return fares on 
Ayers Rock – Sydney more than tripling from $249 to $829. There were also notable increases on major 
city routes such as Adelaide – Gold Coast (156% from $374 to $958), Melbourne – Perth (146% from 
$439 to $1,078) and Perth – Sydney (143% from $497 to $1,210). Other routes that have more than 
doubled since pre-pandemic figures include Adelaide – Sydney, Hobart – Melbourne, Launceston – 
Sydney and Adelaide – Brisbane.40 

In contrast, the cheapest economy airfares for routes connecting Darwin with Adelaide, Melbourne 
and Sydney were lower in November 2022 by between 14% and 29%. Routes for Townsville to and from 
Melbourne and Sydney decreased at least 20%.41 

While the discount economy airfares have generally increased significantly throughout the year, other 
types of fares have not. BITRE’s indices for both flexible economy and business airfares remained more 
than 20% below pre-pandemic levels in November 2022, illustrating business and corporate travel is 
recovering more slowly than leisure travel.42  

Airfares on many routes are expected to increase further in the upcoming summer holidays due to 
additional demand for leisure travel and continued constraints on capacity. It is traditionally a peak 
period for Australians to travel to visit family and friends. 

40 ACCC calculations based on the BITRE, ‘Cheapest available return fares from January 2010’, accessed 24 November 2022.

41 Ibid.

42 Based on the BITRE’s ‘Domestic Air Fares (Restricted Economy) and ‘Domestic Air Fares (Business)’ indices.

https://www.bitre.gov.au/statistics/aviation/air_fares
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The ACCC is expecting airfares to ease as excess leisure demand falls in the months following the 
holidays, and the industry continues to develop its ability to offer more flights without jeopardising 
reliability. The ACCC will be monitoring the airlines closely to ensure they return capacity to the market 
in a timely manner to bring downward pressure on airfares.  

Another factor will be the price of jet fuel. Figure 9 shows that the price of jet fuel remains very high due 
largely to the conflict in Ukraine. After hitting a record high of $251 per barrel in June 2022, the price 
fell to $211 per barrel in November 2022. If this price were to fall further, it would encourage airlines to 
schedule additional flights and reduce some of the pressure on airfares. The refining margin between jet 
fuel and Brent crude oil prices has increased from $49 per barrel in August to $67 in November.

Figure 9: Real jet fuel and Brent crude oil prices – January 2007 to November 2022
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Source:  ACCC calculations using ABS, RBA and US EIA data. 

Note:  US Gulf Coast Jet Fuel prices converted into current Australian dollar terms. The price an airline pays for jet 
fuel will also vary depending on the ports to which its aircraft operate and the respective region-specific jet fuel 
benchmarks. The latest month of data is to 21 November 2022.
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4. A range of factors determine airfares 
in the market

The price a consumer pays for a flight is impacted by a range of factors. On an individual flight, 
the price a consumer pays will depend on when they book their ticket, the demand and supply 
characteristics of the relevant flight, and the corporate strategy employed by the relevant airline. 
Passengers on the same flight can pay very different prices, with airlines designing fares and products 
in a way that enables them to earn more revenue from consumers who are less sensitive to price.

In this chapter, we look at how airlines structure and determine their airfares. We also explore drivers 
of movements in airfares, in particular the role of competition. In this regard, the ACCC has observed 
that Rex’s expansion onto some intercity routes since 2021 has put downward pressure on airfares on 
those routes. 

4.1 Airlines design fares and products to earn more 
revenue from passengers who are more willing to pay  

Like any business, airlines seek to maximise their profits by setting the price of their service in a way 
to cover the costs of their operations, as well as provide a return on their investment. More than most 
other businesses, airlines are very good at designing their products and fares to incentivise individual 
consumers to pay the most that they’re willing to pay. 

One way that airlines do this is through their product offering. Airlines offer a menu of products to 
appeal to a range of consumer preferences. Consumers that are more price sensitive can choose a 
ticket with fewer inclusions to secure a cheaper airfare. Consumers that want additional flexiblity or 
comforts onboard can choose to pay for a more expensive ticket. By offering a suite of products at 
different prices, airlines can maxmise revenue from consumers with different spending profiles. 

The other way that airlines maximise revenue is through their fare structure. When a consumer books 
a flight, they will see a handful of fare types, each at a given price. However, the price of each fare type 
will generally change throughout the booking period of a flight. This is because behind each fare type 
sits multiple different price points, or ‘fare classes’. Airlines will change which fare classes (prices) are 
available to consumers throughout the booking cycle in order to optimise the number of bookings and 
maximise revenue on a flight. 

Consumers that are price sensitive can generally secure a cheaper airfare if they book early. 
However, there will always be some consumers that can’t book early or choose not to. For example, 
consumers travelling for business will often pay a higher price as they generally book closer to the date 
of departure.  

Airlines will generally earn more revenue from consumers who are less sensitive to price, and less from 
consumers who are more sensitive to price. As a result, consumers on the same flight often end up 
paying a very different price to fly.

Fare classes and inventory management 
For domestic flights, Qantas has 16 different fare classes, Virgin Australia 19, Jetstar 17 and Rex 19.43 
Airlines may not make all fare classes available across the booking period of a given flight. Rather, the 
number of fare classes that airlines make available will depend on the level of demand in the market and 
characteristics of the flight.

For each route, airlines will generally determine the price of each fare class. This tariff structure will 
remain constant for a period of months. 

43 Information provided by the airlines.
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The price advertised to a consumer at a particular time will then relate to how the airline applies that 
tariff structure to the range of seats on the flight. Each airline has slightly different pricing practices. For 
a given flight, many airlines will go through a process where they decide how many fare classes, and 
how many seats within each fare class, they will make available in their inventory across the booking 
period. This process involves forecasting demand by using information about historic demand as well as 
taking into account current market conditions or specific events such as the AFL Grand Final. 

If actual demand deviates from forecast demand in the lead up to departure, many airlines will make 
adjustments to the available inventory. This process is called ‘inventory management’. In particular, 
airlines might vary the allocation of seats in each fare class, and/or might remove fare classes from the 
available inventory. For example, if booking numbers are lower than expected a certain number of days 
before the departure date, airlines might allocate more seats into a cheaper fare class, to attract more 
customers to buy. If booking numbers are higher than expected airlines might allocate more seats into a 
more expensive fare class to earn more revenue. Airlines might also do this to ensure availability of seats 
for certain customer groups (e.g. corporate passengers) up until the point of departure. 

This process occurs up until the point bookings close. Flights generally become more expensive the 
closer to the date of departure as airlines remove cheaper fare classes from the available inventory. The 
exception is where demand is lower than expected, which may trigger airlines to offer price discounts.

The airlines are increasingly investing in more sophisticated revenue management technologies to more 
accurately respond to changing demand. 

The airlines’ historic demand forecasts are less reliable than they once were, and airlines are needing 
to be more responsive to changing demand patterns. This is because the pandemic has changed the 
nature of demand for air travel. For example, passenger volumes are higher on some routes today than 
pre-COVID-19, such as routes to the Gold Coast (see section 3.2). Additionally, the recovery in business 
travel is lagging the recovery in leisure travel.    

Fare classes have implications beyond the price available to consumers when booking a ticket. The 
cheapest fare classes are generally sale fares, are less flexible, may earn fewer frequent flyer points and 
can’t be upgraded. 

4.2 Airlines target particular customer segments 
How a particular airline determines its airfares also depends on the types of customers that it seeks 
to attract. 

The Qantas Group operates as a dual brand, with each airline brand pricing distinctively and trying 
to attract different customer segments.44 At one end of the market, Qantas seeks to attract premium 
corporate and leisure passengers by offering a large network, high frequency of flights and a wide 
airport lounge network. This means that Qantas typically offers the highest airfares and does not 
engage in a lot of discounting. 

In contrast, the Qantas Group-owned Jetstar seeks to attract price sensitive leisure and business 
passengers. Jetstar promotes itself as offering the lowest prices in the market. Like other low-cost 
carriers around the world, Jetstar earns a significant proportion of its revenue through ancillary 
products such as checked baggage, meals, seat selection and bundles, which are not included in the 
price of the base airfare. In 2020–21 the Qantas Group reported Jetstar’s ancillary revenue increased 
33% compared with pre-COVID-19, and reported significant growth again in 2021–22.45 Consultants 
IdeaWorksCompany estimate that ancillaries contributed a quarter of the Jetstar Group’s (including 
international) overall revenue in 2020–21.46 As a result of airlines selling ancillary products, the price a 
consumer pays for a flight may be very different from the initial advertised airfare.  

44 The Qantas Group has previously defined Qantas’ core customer segments as ‘premium leisure’, ‘corporate’ and 
‘SME’, and Jetstar’s as ‘price sensitive leisure’ and ‘price sensitive business’; Qantas Group, ‘Investor Day presentation’, 
19 November 2019, accessed 2 November 2022, p 63.

45 Qantas, ‘Annual report 2021’, 17 September 2021, p 23; ‘FY22 results supplementary presentation’, 25 August 2022, p 24, 
accessed 17 October 2022.

46 IdeaWorksCompany, ‘The 2022 CarTrawler yearbook of ancillary revenue’, accessed 17 October 2022.

https://investor.qantas.com/FormBuilder/_Resource/_module/doLLG5ufYkCyEPjF1tpgyw/file/presentations/QAN-Investor-Day-2019.pdf
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02422906-2A1324126?access_token=83ff96335c2d45a094df02a206a39ff4
https://investor.qantas.com/FormBuilder/_Resource/_module/doLLG5ufYkCyEPjF1tpgyw/file/FY22-Investor-Presentation-Supplementary.pdf
https://ideaworkscompany.com/wp-content/uploads/2022/09/2022-Ancillary-Revenue-Yearbook-1.1.pdf
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Some studies show that when Qantas and Jetstar both operate on a route, Qantas’ airfares are higher 
on average.47 These studies suggest that the Qantas Group may use Jetstar to better compete with 
Virgin Australia and/or Rex for price sensitive consumers, while the mainline Qantas can continue to 
charge premium airfares to attract consumers who are more willing to pay. 

Prior to Virgin Australia’s restructure in 2020, Virgin Australia serviced the premium leisure and business 
end of the market while its low-cost carrier Tigerair serviced the budget leisure segment. Tigerair has 
since exited the market and Virgin Australia CEO Jayne Hrdlicka has stated that Virgin Australia has 
shifted into the mid-market, targeting premium leisure, and value-conscious corporate and small and 
medium enterprise passengers.48 

While Virgin Australia is still offering a full-service with airport lounges, frequent services and a business 
product, Virgin Australia also appears to be seeking to attract customers at the price-sensitive leisure 
end of the market. In 2021 Virgin Australia introduced a new discount economy class ticket ‘Lite’ which 
like Jetstar’s ‘Starter’ ticket, doesn’t include seat selection or checked baggage.49 

Virgin Australia’s new strategy has resulted in it offering lower airfares. Analysing airfares purchased 
by corporate passengers between March and June 2022, consultant Butler Caroye found that Virgin 
Australia’s economy class airfares on capital city routes were 34% lower than Qantas’, compared to 25% 
pre-pandemic. The gap was higher on business class airfares at 56%.50 

Rex targets both leisure and business customers, including government. Rex intends to expand its 
business product with plans for more airport lounges and a frequent flyer program. Consultant Butler 
Caroye found that Rex’s corporate economy airfares sit roughly in the middle of Qantas’ and Virgin 
Australia’s, suggesting Rex appears to be positioning itself to business passengers as a slightly less 
expensive alternative to Qantas. However, having only recently expanded onto intercity routes, Rex’s 
pricing strategy is likely to evolve over time. 

With Virgin Australia and Rex focussing more on the mid-market where customers are mindful of 
both inclusions and price, Qantas may be facing less direct competition for premium leisure and 
corporate customers. 

Bonza CEO Tim Jordan has said the new low-cost carrier will be aiming to stimulate a new market of 
price-sensitive leisure customers in areas currently unserviced or underserviced. With low base fares, 
Bonza will seek to attract consumers that would otherwise choose not to go on a holiday or would 
choose to drive instead. Jordan previously said consumers can expect to pay around $50 for a base 
airfare on a short route such as Coffs Harbour – Sunshine Coast, and $75–100 on longer routes such as 
Melbourne – Sunshine Coast. 

47 Homsombat, W et al, ‘Competitive effects of the airlines-within-airlines strategy – Pricing and route entry patterns’, 
Transportation Research Part E, 2014, 63:1–16; Ma, W et al, ‘An analysis of price competition and price wars in Australia’s 
domestic airline market’, Transport Policy, 2019, 81: 163–172.

48 Virgin Australia, Virgin Australia announces executive leadership team appointments [media release], 18 January 2021, 
accessed 2 November 2022.

49 ‘Lite’ fares include in-flight entertainment, and tea and coffee. 

50 Findings based on airfares purchased March–June 2022 (compared with the same period in 2019) by a sample of corporate 
customers travelling capital city routes; Butler Caroye, Blue Paper, ‘Update: Australian domestic business airfares in 1st half 
2022: The market settles across a fare divide’; August 2022, accessed 5 October 2022.

https://www.sciencedirect.com/science/article/abs/pii/S1366554513002020?via%3Dihub
https://www.sciencedirect.com/science/article/abs/pii/S0967070X18302154
https://www.sciencedirect.com/science/article/abs/pii/S0967070X18302154
https://newsroom.virginaustralia.com/release/virgin-australia-announces-executive-leadership-team-appointments
https://static1.squarespace.com/static/59a6130f46c3c4b58db33d3f/t/631ee24cfd70475c1092129a/1662968401174/Domestic+Airfare+Review+Butler+Caroye+Blue+Paper+August+2022.pdf
https://static1.squarespace.com/static/59a6130f46c3c4b58db33d3f/t/631ee24cfd70475c1092129a/1662968401174/Domestic+Airfare+Review+Butler+Caroye+Blue+Paper+August+2022.pdf
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4.3 Competition helps keep airfares down
Competition between airlines can help to reduce airfares. On routes where consumers have a choice of 
multiple airlines that meet their needs, airlines will need to offer attractive airfares, or many passengers 
will choose to fly with one of their rivals. 

Analysing domestic airfares on 245 routes in 2018, BITRE undertook an empirical analysis of the factors 
affecting movements in domestic airfares. One of its findings was that average airfares decline where 
the number of airlines servicing that route increases. BITRE’s empirical model suggests that average 
airfares on a route with 3 airlines are expected to be 15% lower compared with a route with only 
2 operators, all else equal. Whereas average airfares on a route where there are 4 airlines are expected 
to be 7% lower when compared with 3 airlines. BITRE’s study did not take into consideration whether 
some of the airlines on the route were within the same ownership group (e.g. Qantas and Jetstar).51 
Affiliated airlines are not likely to engage in direct price competition with each other. 

Similar results were found by financial analyst Evans & Partners. Comparing airfares of over 250 routes 
in 2019, Evans & Partners found that the cheapest available base fares were approximately $75 lower 
where Virgin Australia competes on routes with the Qantas Group compared with routes served only by 
the Qantas Group.52 

The number of airlines on a route can be a useful measure of competition, but it doesn’t tell us 
everything. For example, there is likely to be stronger price competition if the airlines on a particular 
route target the same type of customer (e.g. budget leisure or premium corporate) than if they focused 
on different customer groups. 

Further, the degree of price competition from the presence of a rival airline on a route will also depend 
on the frequency of their services. Airlines may reduce airfares on the days and times that a competitor 
flies, but not necessarily adjust airfares at other times. For example, Jetstar and Rex fly one daily return 
service on Canberra – Melbourne, both during non-peak times and within 15 minutes of each other. The 
ACCC has observed that airfares offered on Virgin Australia’s closest scheduled flight on this route is 
generally lower than for flights at other times.53 

The strength of price competition can be enhanced or muted depending on the strategies and priorities 
of the airlines at the time. The middle part of the last decade has been characterised as a period of 
price wars between the 2 major airline groups. This was preceded by Virgin Australia rebranding from 
low-cost carrier Virgin Blue (2011) to full-service carrier and acquiring Tigerair in 2013–14. Qantas and 
Virgin Australia competed at the top end of the market, and Jetstar and Tigerair at the budget end. 
The 2 airline groups aggressively fought for market share, increasing capacity in a bid to win over more 
passengers. As a result, airfares of Qantas, Jetstar, Virgin Australia and Tigerair decreased over this 
period.54 

However, this period of price wars was fairly unique. Towards the latter part of the last decade 
(2018–2020), airfares increased as the airlines fought less hard for new passengers and focused more on 
profit margins.  

51 BITRE, Australian Government, An empirical analysis of route-based differences in Australian scheduled domestic passenger 
air fares, September 2018, accessed 7 October 2022.

52 Evans & Partners, ‘Stock focus: Qantas Airways Ltd (QAN. ASX)’, 19 September 2019, accessed 16 May 2021.

53 Based on advertised airfares in February 2023 observed in November 2022. Some of this variation may be driven by 
differences in demand between peak and non-peak times.

54 Ma, W et al, ‘An analysis of price competition and price wars in Australia’s domestic airline market’, Transport Policy, 2019, 
81: 163–172, p 10.

https://www.aph.gov.au/DocumentStore.ashx?id=9a0fc61e-83fe-4cd0-bcac-848f57e07f36
https://www.aph.gov.au/DocumentStore.ashx?id=9a0fc61e-83fe-4cd0-bcac-848f57e07f36
https://www.sciencedirect.com/science/article/abs/pii/S0967070X18302154
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Recent examples of how competition can apply downward pressure on 
airfares
Rex’s expansion from regional to intercity routes has provided some useful case studies for how an 
airline’s entry or exit from a route can drive changes in airfares through competition.

Rex first launched jet-based services in early 2021 on Melbourne – Sydney, Adelaide – Melbourne, Gold 
Coast – Melbourne and Gold Coast – Sydney. As discussed in the ACCC’s March 2022 report, the new 
competition on these routes brought down airfares.55 Both Virgin Australia and Jetstar reduced their 
cheapest available airfares in response to Rex’s promotional airfares. Virgin Australia generally price-
matched Rex’s promotion airfares while Jetstar undercut both. 

Following Rex’s entry, the airlines reduced their airfares on a range of tickets, including business class 
airfares. Figure 10 shows how industry revenue per passenger for Jetstar, Qantas, Virgin Australia and 
Rex decreased in the weeks following Rex’s entry. Within 2 weeks of Rex’s entry, the airlines on average 
were earning 24% less revenue per passenger than they were in the week prior to Rex’s entry (week -1). 
Over the next 5 weeks, revenue per passenger then remained 26% lower than pre-entry levels on 
average across the 4 routes. 

Figure 10: Change in industry revenue per passenger in weeks following Rex’s entry
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Source:  Data collected by the ACCC from Qantas, Jetstar, Virgin Australia and Rex. 

Note:  Revenues include both the ticket sales and ancillary service revenues. Rex’s revenue per passenger is calculated 
relative to the week of its route entries (week 0).

The trend shown in Figure 10 likely reflects broader developments in the airline industry as well as Rex’s 
entry. However, it may be insightful that industry revenue per passenger for Jetstar, Qantas and Virgin 
Australia increased marginally over a comparable period (early April – May 2021) on similar routes that 
Rex did not enter, including Adelaide, Melbourne and Sydney to Brisbane, and Adelaide – Sydney. 

Airline pricing on Sydney to Canberra provides another example of how changes in competition can 
impact airfares. Virgin Australia entered the route in March 2022 in competition with Qantas and Rex. 
Figure 11 shows the cheapest available one-way airfare of each airline on Sydney to Canberra based on 
departures on every Thursday of each month. 

55 ACCC, Airline competition in Australia – March 2022, 8 March 2022, p 17.

https://www.accc.gov.au/system/files/Airline competition in Australia - March 2022 report.pdf
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Figure 11: Cheapest available airfares on Sydney to Canberra, January – October 2022
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Source:  Airfares observed from the airlines’ websites. 

Note:  Prices are the cheapest available one-way airfares for departures every Thursday of each month, observed 2 weeks 
ahead of departure. 

On entry, Virgin Australia set its cheapest airfares at the same level as Rex ($119), with both airlines 
soon after reducing their airfares to $99. Virgin Australia continued to price-match Rex until the latter 
exited the route in June 2022. From this time, Virgin Australia began to increase its cheapest airfares 
to a level closer to the premium airfares of Qantas, Virgin Australia increasing from $119 to $129, and 
Qantas from $159 to $180. This illustrates how an airline’s pricing strategy for a particular route can 
change depending on the other choices available to consumers. Further increases in airfares can be 
observed in the months after Rex’s exit, following the general inflationary trend across all routes.

4.4 Other drivers of airfare movements: Jet fuel, 
distance, passenger numbers

High jet fuel prices lead to higher overall airfares 
The price a passenger pays to fly will also be influenced by the price of jet fuel. Jet fuel accounted for 
17–18% of the airlines’ expenditure in 2021–22.56 

The 2018 BITRE study found that increases in world oil prices (from which jet fuel is derived) resulted in 
higher airfares, but the impact was relatively small.57 BITRE considered that oil prices have a relatively 
small impact on airfares because the vast majority of an airline’s operating costs are not related to 
jet fuel. Further, airlines typically hedge to reduce their risk of exposure to high prices, at least in the 
short term.  

However, the impact of jet fuel prices on airfares is likely more significant in the current environment. 
As discussed in section 3.6, jet fuel prices remain high, due to tight global supply conditions and the 
conflict in Ukraine. Protection from high jet fuel prices through hedging is also less effective given the 
period of sustained high prices. 

56 ACCC calculations based on airlines’ financial results.

57 BITRE, Australian Government, An empirical analysis of route-based differences in Australians scheduled domestic 
passenger air fares, September 2018, accessed 7 October 2022.

https://www.aph.gov.au/DocumentStore.ashx?id=9a0fc61e-83fe-4cd0-bcac-848f57e07f36
https://www.aph.gov.au/DocumentStore.ashx?id=9a0fc61e-83fe-4cd0-bcac-848f57e07f36
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Qantas and Jetstar flagged an increase in economy airfares of 3% and 4% respectively from late 
September 2022, stating that jet fuel costs this financial year are expected to be $5 billion, compared 
with $1 billion pre-pandemic.58 In October 2022 Qantas reported that jet fuel prices were 75% higher 
compared with pre-pandemic.59 This follows announcements from earlier in the year by Qantas, Virgin 
Australia and Rex that airfares would increase as a result of high jet fuel prices.60

High jet fuel prices can impact airfares directly where airlines raise prices to recover the increased 
expenditure. High jet fuel prices can also impact airfares indirectly where the airlines reduce their 
capacity in response. With less capacity available, market forces push prices up. 

The price of flying per kilometre is higher on shorter routes
Airfares are typically more expensive on longer distance routes as overall input costs, such as jet fuel, 
are higher. However, BITRE found that the price paid per kilometre flown decreases with distance.61 This 
is because many of an airlines’ costs are incurred at times other than mid-flight, such as fuel burn during 
take-off, ground-handling, airport charges and air traffic control. The ACCC observes that industry-
wide passenger revenue per kilometre decreases with distance, in support of BITRE’s findings.

The exception to longer routes being cheaper is on certain short-distance leisure routes where 
competition from other forms of transport such as cars and ferries, provide a constraint on airfares. 
BITRE found that average airfares were lower on routes such as Hobart – Melbourne and Coffs Harbour 
– Sydney. 62 

Airfares are cheaper on busier routes
The airline industry is characterised by high fixed costs, in particular the cost of leasing or owning 
aircraft. On lower volume routes, such as regional routes, airlines need to recover these high fixed costs 
over fewer passengers, resulting in higher airfares. As a result, airfares are typically more expensive on 
routes flown by fewer passengers. 

BITRE’s study found that for every 10% increase in the number of passengers flying a route, average 
airfares are expected to be 17.5% lower. A 2019 Senate Committee inquiry into regional air services also 
found that low economies of scale was the primary factor driving higher regional airfares.63 

The ACCC additionally observes that industry-wide revenue per available seat kilometre decreases on 
routes with higher passenger volumes.

58 Travel Weekly, ‘Qantas airfares set to soar as Jetstar battles high cancellation rates’, 28 September 2022, accessed 
13 October 2022.

59 Qantas, Qantas Group market update: Strong demand accelerates recovery [ASX release], 13 October 2022, accessed 
13 October 2022.

60 Qantas, Qantas Group – Industry update [media release], 26 May 2022; Yun, J, Sydney Morning Herald, ‘Ticket prices to lift, 
delays gone by July: Virgin CEO’, 20 April 2022; Rex, Rex fare increase in response to spiralling fuel cost [media release], 
23 March 2022, accessed 3 November 2022.

61 BITRE, Australian Government, An empirical analysis of route-based differences in Australians scheduled domestic 
passenger air fares, September 2018, accessed 7 October 2022.

62 Ibid.

63 The Senate Rural and Regional Affairs and Transport References Committee, Operation, regulation and funding of air route 
service delivery to rural, regional and remote communities, June 2019, p 171.

https://www.travelweekly.com.au/article/qantas-boosts-airfares-as-jetstar-battles-high-cancellation-rates/
https://cdn-api.markitdigital.com/apiman-gateway/ASX/asx-research/1.0/file/2924-02581561-2A1405590?access_token=83ff96335c2d45a094df02a206a39ff4
https://www.qantasnewsroom.com.au/media-releases/qantas-group-industry-update/
https://www.smh.com.au/business/companies/ticket-prices-to-lift-delays-gone-by-july-virgin-ceo-20220420-p5aerp.html
https://www.smh.com.au/business/companies/ticket-prices-to-lift-delays-gone-by-july-virgin-ceo-20220420-p5aerp.html
https://www.rex.com.au/MediaAndPressClippings/MediaReleaseList.aspx?y=2022
https://www.aph.gov.au/DocumentStore.ashx?id=9a0fc61e-83fe-4cd0-bcac-848f57e07f36
https://www.aph.gov.au/DocumentStore.ashx?id=9a0fc61e-83fe-4cd0-bcac-848f57e07f36
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Rural_and_Regional_Affairs_and_Transport/RegionalAirRoutes/Report
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Rural_and_Regional_Affairs_and_Transport/RegionalAirRoutes/Report
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