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Glossary

iv

The Act

Competition and Consumer Act 2010 (Cth).

BITRE

Bureau of Infrastructure and Transport Research Economics.

DANS

Domestic Aviation Network Support. An Australian Government
program introduced in response to COVID-19 to fund a minimum
number of flights on key domestic routes.

Golden triangle

Routes connecting Sydney, Melbourne and Brisbane.

Larger city

Sydney, Melbourne, Brisbane, Adelaide, Perth, Canberra or the Gold
Coast.

Load factor

The degree to which aircraft seats are filled by passengers.

Qantas

Qantas domestic passenger airlines, that includes Qantas and
QantasLink airlines.

Qantas Group

Qantas, QantasLink and Jetstar airlines.

RANS

Regional Airline Network Support. An Australian Government
program introduced in response to COVID-19 to fund a minimum
number of flights on key regional routes.

Regional

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

Slot

A permission which enables an airline to schedule a landing or
departure at a particular airport during a specific time period.

TANS

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

Virgin

Virgin domestic passenger airlines that includes Virgin Australia
and Virgin Australia Regional Airlines. Virgin operated Tigerair until
March 2020.

Wet lease

A leasing arrangement whereby one airline supplies aircraft, crew
and maintenance to another airline.
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Key industry insights and developments
Airlines increasing flights as domestic borders
reopen
The industry is preparing for the peak summer period as state and
territory borders reopen. 40% of Virgin’s bookings were being made
more than 60 days in advance, while Qantas’ domestic bookings
in early November increased 25 times compared with a few
months ago.

New low-cost airline Bonza plans to launch next
year
Leisure travellers are expected to benefit from greater choice
and route connectivity in 2022 when new low-cost airline Bonza
commences services. It intends to operate low frequency services
on unserved or underserved routes to regional centres using new
jet aircraft. The ACCC will be alert to any anti-competitive capacity
increases or pricing practices by the other airlines in response to the
new competition.

Rex adds intercity flights from Brisbane,
increasing competition on Australia’s busiest
routes
From mid-December Rex will expand into Brisbane–Sydney
and Brisbane–Melbourne, Australia’s second and third busiest
routes respectively. With Rex’s entry, consumers will benefit
from competition between 3 airline groups on what are normally
Australia’s 5 busiest routes. Jetstar, Virgin and Qantas all dropped
their airfares on the Brisbane routes following Rex’s announcement.

Regional centres benefit from new direct routes
The airlines are launching new routes, including connections
between regional centres that have either never before been directly
serviced, or not for many years. Virgin launched Launceston–Perth
and Launceston–the Gold Coast, and Qantas will enter Adelaide–
Newcastle and Wagga Wagga–Brisbane from March next year.

COVID-19 has left the Australian airline industry
with a huge collective loss over the last decade
Australian airlines have reported over $4 billion in losses after tax
over the last 10 years, although the vast majority was incurred in
recent years due to COVID-19. Qantas and Rex (on a much smaller
scale) were profitable in the few years leading up to the pandemic,
while Virgin regularly lost money throughout the period. For Qantas
and Virgin, domestic operations and loyalty schemes were the most
profitable business segments.
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Overview
Following months of COVID-related movement restrictions in Australia’s most populated states, the
airlines are preparing for a peak summer season as state and territory borders reopen. However, the
industry continues to face challenges with recent cases of the new COVID-19 variant of concern,
Omicron, in Australia. It’s still uncertain what impact this new variant will have on consumers’ ability and
confidence to travel.
Since achieving vaccination targets, NSW, Vic, the ACT and SA have opened their borders to the rest of
Australia for vaccinated travellers. Qld, Tas and the NT are expected to follow suit in the coming weeks,
while WA’s border is likely to remain closed until early next year.
In addition to the uncertain impact of Omicron, operational challenges related to COVID-19 continue as
states and territories impose different health orders, and testing and quarantine mandates. The industry
is calling for consistency across the jurisdictions to promote operational efficiency and ensure a smooth
path to recovery.
Virgin, Jetstar, Qantas and Rex recently advertised promotional fares to encourage consumers to travel
over the summer season and into next year.
Prior to recent developments regarding the Omicron variant, the airlines reported that consumers were
increasingly confident to travel. Virgin reported that 40% of its bookings were being made more than
60 days in advance, particularly for travel from Melbourne and Sydney. This is markedly different to a
year ago when consumers were less confident to book flights so far in advance, concerned that snap
border closures may disrupt travel plans. Qantas reported that domestic bookings in late October–early
November soared to half a million, 25 times higher than an equivalent period in August.
This report contains data collected from the airline industry for up to October 2021, during which
time there were still lockdowns in some states and territories and extensive restrictions on travel. In
October 2021 973,000 passengers flew domestically, just 17% of October 2019 passenger volumes.
Eight of the top 10 routes were intrastate routes within Qld and WA, and network coverage contracted
to 137 routes, down from 157 routes in July 2021.
Leisure travellers are expected to benefit from greater choice and route connectivity when new
low-cost carrier Bonza commences services in 2022. Bonza has stated that it will prioritise unserved and
underserved routes to regional centres, launching direct flights as an alternative to indirect routes that
transit through a major city. Bonza intends to fill a niche in the Australian airline market, targeting new
leisure customers who would otherwise choose not to fly. Bonza is backed by US private investment
firm 777 Partners.
Rex announced it will begin to offer services between Brisbane–Sydney and Brisbane–Melbourne from
mid-December. Rex’s further expansion to its intercity network means that consumers will benefit
from competition between the Qantas Group (including Jetstar), Virgin and Rex on what would
normally be Australia’s 5 busiest routes. Together, these routes carried over 22 million passengers
annually pre-COVID-19, which represents over a third of all domestic passengers. Rex’s announcement
regarding the Brisbane routes has already led to reductions in airfares from Virgin, Jetstar and Qantas.
In addition to the network plans proposed by Bonza, Virgin, Qantas and Jetstar have announced several
new connections on routes never served or not for some time. Virgin launched Launceston–Perth and
Launceston–the Gold Coast, and the Qantas Group will fly Mackay–Sydney from late December, and
Newcastle–Adelaide and Wagga Wagga–Brisbane from March 2022.
The Australian Government’s Regional Airline Network Support (RANS) and Domestic Aviation
Network Support (DANS) programs are due to end on 31 December 2021. The government has
extended the date that consumers can book and travel under the Tourism Aviation Network Support
(TANS) half-price ticket program to 28 February 2022.
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The ACCC continues to investigate whether Qantas’ entry and expansion on certain routes, following
expansion by Rex onto intercity routes, may raise competition concerns. As Bonza announces its
network, the ACCC will also be alert to any anti-competitive capacity increases or pricing practices by
the other airlines in response to the new competition.
The report also looks at the profitability of the airline industry over the last 10 years. The Qantas Group,
Virgin and Rex collectively lost in excess of $4 billion over this period. While this result primarily reflects
the impact of COVID-19 in recent years, regular losses incurred by Virgin meant that the industry as a
whole was losing money before the pandemic struck. Both the Qantas Group and Rex were profitable
in the years leading up to COVID-19, although the profits recorded by Qantas were substantially larger.
Both Qantas and Virgin have achieved consistent positive earnings from their domestic operations and
customer loyalty programs. The performance of their international business segments has been mixed.
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1.

Introduction

This is the ACCC’s sixth report on its findings from monitoring domestic air passenger
transport services.
On 19 June 2020 the Treasurer issued a direction to the ACCC under subsection 95ZE(1) of the
Competition and Consumer Act 2010 (Cth) (the Act) 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 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
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 Act. We will prioritise investigations about alleged
anti-competitive conduct in the domestic passenger airline industry.2 We will consider enforcement
action where we form the view that conduct is likely to breach the Act.
The ACCC may find that the level of competition within the industry is diminishing and/or identify anticompetitive behaviour that falls short of our 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
and Rex. These airline groups supply the vast majority of regular domestic air passenger services in
Australia. We also seek qualitative information from airlines from time to time, such as Board papers
about company strategy.
The ACCC’s first report published in September 2020 contains further information about our approach
to the monitoring direction and potential investigations.3
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

1

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

2

Competition issues in the context of the COVID-19 pandemic, including in the domestic air travel market, is an enforcement
priority for the ACCC in 2021.

3

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

Industry developments

2.1

Airlines prepare for increasing demand as domestic
borders reopen

After months of COVID-related movement restrictions in key states, the domestic airline industry is
gearing up for a peak summer period as state and territory borders reopen.
However, the industry continues to face challenges with recent cases of a new COVID-19 variant of
concern in Australia. The emergence of the new variant has added some uncertainty about consumers’
ability and confidence to travel in the short term. The airlines are keeping a close eye on developments
but remain hopeful domestic air travel can recover due to Australia’s high vaccination coverage.
While there are positive signs domestic flying will recover, significant operational challenges remain.
States and territories have imposed different processes for checking vaccination status, QR check-ins,
and testing and quarantine mandates for both passengers and airline crew. To promote operational
efficiency, the airlines are calling for consistency in health orders applied across the country.
Since achieving vaccination targets, NSW, Vic, the ACT and SA have opened their borders to the rest of
Australia for vaccinated travellers. Qld, Tas and the NT are expected to follow suit in the coming weeks.
WA’s borders are likely to remain closed until early 2022.
Virgin, Jetstar, Qantas and Rex recently advertised promotional fares to encourage consumers to travel
over the summer season and into next year.
Prior to the latest developments with Omicron, the industry reported increasing confidence from
consumers to travel. On Australia’s busiest route Melbourne–Sydney, Virgin’s bookings increased
almost five-fold following relevant government border announcements. Additionally, 40% of Virgin’s
bookings were being made more than 60 days in advance, particularly for travel out of Melbourne and
Sydney.4 This is markedly different to a year ago when consumers were less confident to book flights
so far in advance, with the uncertainty that snap border closures may have disrupted travel plans.
Qantas reported that domestic bookings in late October–early November soared to half a million, 25
times higher than an equivalent period in August.5 Virgin and Qantas also reported that frequent flyer
members have been redeeming points at record levels.6
The Qantas Group revised its capacity forecasts with vaccination targets being reached earlier than
expected. In August, the airline group thought it would only be flying half its pre-COVID-19 capacity by
the end of this year.7 However, by the end of October, the Qantas Group stated that it expects to reach
100% by January 2022, and 120% by April.8
On Australia’s busiest route Melbourne–Sydney, the Qantas Group flew 58 daily return services
pre-COVID-19. This dropped to one service for essential travel when both states were in lockdown.
The airline group has gradually increased services on this route and intends to operate up to 37 daily
return services by Christmas.9 The airline group expects to be back at pre-COVID-19 flights by February
2022, when Qantas anticipates business travel to rebound.10 As airlines increase services in expectation

2

4

Virgin, Virgin Australia re-opens new-look Melbourne Lounge and launches new menu [media release] 1 November 2021,
accessed 3 November 2021.

5

Joyce, A, Qantas, ‘Remarks from CEO AGM 2021’ 5 November 2021, accessed 8 November 2021.

6

Virgin, Virgin Australia Group drop largest ever Velocity promotion on millions of rewards seats [media release]
22 November 2021, accessed 23 November 2021; Baird, L, Australian Financial Review, ‘Frequent flyers burn 7b points in a
month’ 22 November 2021, accessed 23 November 2021.

7

Qantas Airways Limited, ‘FY21 results presentation’ 26 August 2021, p. 30, accessed 29 October 2021.

8

Joyce, A, Prime Minister press conference, ‘E&OE transcript’ 22 October 2021, accessed 26 October 2021.

9

Qantas, Qantas and Jetstar gear up for accelerated border opening [media release] 22 October 2021, accessed
28 October 2021.

10

Joyce, A, Flight Centre Illuminate conference, ‘Flying high in a post-pandemic world’ [video] 21 October 2021, accessed
26 October 2021.
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of demand, the ACCC will monitor the impact on competition of capacity decisions and the degree to
which seats are filled.
The Qantas Group announced that all 11,000 onshore workers previously stood down will return to
work in early December, 6 months ahead of schedule.11 Virgin announced that all team members
would return to work by 1 December, and that it would be hiring an additional 600 new staff across the
business.12
The Australian Government’s Regional Airline Network Support (RANS) and Domestic Aviation
Network Support (DANS) programs are due to end on 31 December 2021. We understand that funding
provided under these programs has been scaled back as flying has increased. However, we may see
the airlines exit some marginal routes when these programs end where demand is slower to return to
pre-COVID-19 levels. Rex stated that continued government support through 2021 saved 5 key regional
routes that were earmarked for closure in March 2021.13 The government has also extended the date
consumers can book and travel under the Tourism Aviation Network Support (TANS) half-price ticket
program, until 28 February 2022.14

2.2

New low-cost airline Bonza plans to launch next year

In October a new airline Bonza announced plans to launch in 2022, subject to regulatory approvals.
Bonza’s announcement coincides with pent-up demand for domestic leisure travel following months of
COVID-19 related movement restrictions. Bonza states its mission is to encourage more leisure travel by
selling ultra-low fares for direct flights to destinations that other airlines usually fly to via major cities.15
Bonza founder and CEO Tim Jordan said that Bonza will not compete on the ‘golden triangle’ (flights
connecting Sydney, Melbourne, Brisbane) or operate services that replicate the current leisure routes
flown by another low-cost carrier. Rather, more than half the routes Bonza is interested in are not
currently operated by any carrier. On routes where existing airlines operate, Bonza considers its
competitors target higher-cost business travellers. In contrast, Bonza will look to stimulate new demand
for low cost leisure travel from consumers that would otherwise choose not to take a leisure trip, or
would drive instead, Mr Jordan said.16
Bonza intends to maintain a low cost base by offering a ‘no frills’ service that avoids the expenses
associated with airport lounges or a frequent flyer program.17
It plans to operate its initial flight network with 2–3 new 186-seat Boeing 737 MAX 8 aircraft, an aircraft
promoted for its fuel efficiency and therefore lower operating costs.18 Bonza intends to keep unit costs
low by achieving high load factors, filling its planes 85–90% by flying to and from regional destinations
2–3 times a week at low fares that stimulate demand.19 By comparison, the other airlines usually
operate similarly sized aircraft at higher frequency on routes with higher passenger volumes, such as
the ‘golden triangle’ routes. Bonza is negotiating with airports in all states and territories to be part of
Bonza’s initial route network.20 Bonza is expected to prioritise airports where it can negotiate the most
commercially favourable airport charges. The ACCC will monitor how willing airports are to structure

11

3

Qantas, Qantas and Jetstar gear up for accelerated border opening [media release] 22 October 2021, accessed
28 October 2021.

12

Virgin, Virgin Australia soaring one year after re-launch [media release] 18 November 2021, accessed 19 November 2021.

13

Rex, Chairman’s address Annual General Meeting 24 November 2021 [ASX release] accessed 25 November 2021.

14

The Hon. Barnaby Joyce MP, Keeping Australians and our economy moving this summer [media release]
30 November 2021, accessed 1 December 2021.

15

CAPA – Centre for Aviation, ‘Exclusive interview with new Australian LCC Bonza’ [video] 13 October 2021, accessed
11 November 2021.

16

ibid.

17

Flynn, D, Executive Traveller, ‘Australia’s new low-cost airline Bonza aims for mid-2022 launch’ 11 October 2021,
accessed 17 November 2021.

18

Boeing, ‘About the Boeing 737 MAX’ 2021, accessed 25 November 2021.

19

CAPA – Centre for Aviation, ‘Exclusive interview with new Australian LCC Bonza’ [video] 13 October 2021, accessed
11 November 2021.

20

Thorn, A, Australian Aviation, ‘Bonza says 30 airports have shown interest ahead of launch’ 26 October 2021, accessed
11 November 2021.
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access arrangements to accommodate Bonza’s low cost business model or whether standard terms are
offered on a take it or leave it basis.
Bonza’s executive leadership team has previously worked at Jetstar, Tigerair and former low-cost
carrier Virgin Blue.21 22
Bonza is backed by U.S. private investment firm 777 Partners which has an aviation sector portfolio
that also includes Canadian ultra-low-cost carrier Flair Airlines.23 It has been reported that 777 Partners
intends its investment in Bonza to be a long term venture with the option to lease additional MAX
8 aircraft to Bonza as its business grows.24
Bonza’s new market stimulation model has been adopted in overseas markets. Mr Jordan has observed
similarities with Flair Airlines but also North American’s Allegiant Airlines and Europe’s Jet2.25 Since its
launch in 2017, Flair has expanded its fleet, route network and frequency of flights to serve 28 Canadian
and North American destinations.26
Bonza’s entry will give consumers another choice along with Qantas, Jetstar, Virgin and Rex.
Additionally, Bonza will be the only independent low-cost carrier to operate in the Australian domestic
market, where Jetstar is owned by Qantas. Regional communities are expected to benefit from Bonza’s
entry as it intends to target consumers who would otherwise opt out of short-term leisure trips to a
destination that is a significant distance away by car.
As more details about Bonza’s flight network, schedules and prices are released, the ACCC will
monitor how the other airlines respond and the impact that Bonza’s announcements and entry have on
airline competition.

2.3

Rex adds intercity flights from Brisbane, increasing
competition on Australia’s busiest routes

From mid-December Rex will launch Brisbane–Sydney and Brisbane–Melbourne, Australia’s second
and third busiest routes respectively. Brisbane–Sydney carried over 4.8 million passengers in 2019,
while Brisbane–Melbourne carried over 3.6 million.27 Having previously entered Melbourne–Sydney,
Melbourne–Adelaide and Sydney–the Gold Coast, Rex will service Australia’s top 5 busiest routes.
Passengers on these routes accounted for over 22 million passengers annually pre-COVID-19, over a
third of all domestic passengers flown.28 Consumers will get a choice of Qantas, Jetstar, Virgin and Rex
on these popular routes.
Rex’s expansion is expected to put downward pressure on airfares on these busy intercity Brisbane
routes. Figure 1 shows that shortly after Rex’s announcements, Virgin and Qantas reduced their
cheapest available airfares for selected flights in early January 2022, while Jetstar introduced a sale
across its broader network. On Brisbane–Melbourne, Virgin matched Rex at $79, Jetstar undercut Rex
with sale fares at $65 and Qantas lowered fares from $194 to $119. Similarly, on Brisbane–Sydney,
Virgin matched Rex’s $69 fare, Jetstar undercut Rex with sale fares at $55, and Qantas dropped fares
from $163 to $109. While these were the cheapest available airfares observed at the time, the actual
airfares paid by passengers can vary due to factors such as travel dates and times, the time before
departure, and use of loyalty programs.
21

4

ibid, ‘Virgin Blue Alumni’s new budget airline won’t fly golden triangle’ 12 October 2021, accessed 11 November 2021.

22

Creedy, S, ‘Bonza executive team lines up on the runway’ 26 October 2021, accessed 11 November 2021.

23

777 Partners, ‘Aviation portfolio brands’ webpage, accessed 11 November 2021.

24

Thorn, A, Australian Aviation, ‘Bonza says 30 airports have shown interest ahead of launch’ 26 October 2021, accessed
11 November 2021; CAPA – Centre for Aviation, ‘Exclusive interview with new Australian LCC Bonza’ [video] 13 October
2021, accessed 11 November 2021.

25

Flynn, D, Executive Traveller, ‘Australia’s new low-cost airline Bonza aims for mid-2022 launch’ 11 October 2021,
accessed 11 November 2021.

26

Flair Airlines, ‘About us’ webpage, accessed 11 November 2021.

27

Australia Government, Department of Infrastructure, Transport, Regional Development and Communications, Bureau
of Infrastructure, Transport and Regional Economics (BITRE), ‘Aviation: Domestic aviation activity 2019’, accessed
17 November 2021, p. 3.

28

ibid, pp. 3–4.
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Figure 1:

Indicative change in airfares on Brisbane–Melbourne and Brisbane–Sydney following Rex’s
announced entry
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Rex also announced it was successful in its tender for 6 Qld regulated routes, 5 it is currently operating,
and one that is currently being operated by Qantas. The contract, which awards Rex with the sole
right to operate the routes, connects several small regional towns with Brisbane, Cairns and Townsville.
Qantas was successful in the other Qld regulated route. Under the contracts, the Queensland
Government will provide $11.7 million per year for 5 years. The contracts begin on 1 January 2022.

2.4

Regional centres benefit from new direct
connections

Capitalising on pent up demand for leisure travel, the airlines have announced a number of new routes,
with regional centres benefiting from new direct connections and greater choice.
Virgin has announced several new domestic routes in the last few months, including never before
served route Launceston–Perth, and Launceston–the Gold Coast, not served for more than 20 years.29
Following Bonza’s announcement, Qantas announced new routes Newcastle–Adelaide and Wagga
Wagga–Brisbane, links that will allow customers to travel direct rather than transiting through Sydney.
Newcastle–Adelaide was only previously and briefly flown by small regional operator Fly Pelican while
Wagga Wagga–Brisbane has been unserved for almost 4 years. Accessing smaller Embraer E190
aircraft through a wet lease agreement with Alliance Airlines, Qantas states it is now able to service a
number of new routes previously unavailable using Qantas’ existing fleet. Qantas will service Newcastle–
Adelaide using E190s while it will service Wagga Wagga–Brisbane using its own Q400 turboprop
aircraft. Both Qantas routes begin in March 2022.30
Jetstar will also operate Mackay–Sydney direct from late December. This will be the first interstate route
out of Mackay in over 5 years.31
Budget leisure flyers will also benefit with Jetstar entering Brisbane–Canberra from mid-December.
Announced in June 2021, Jetstar was forced to delay the launch due to COVID-related movement

5

29

Virgin, Virgin Australia unveils fun travel campaign with epic sale on 1.7 million holiday fares from $49 [media release] 25
October 2021, accessed 25 October 2021; Launceston Airport, Go west! Virgin Australia’s historic Launceston-Perth flight
takes-off tonight [media release], 5 November 2021, accessed 8 November 2021; Virgin, Virgin Australia has your summer
sorted thanks to three new Gold Coast services [media release] 12 October 2021, accessed 27 October 2021.

30

Qantas, From the Barossa to the Hunter: Flights between Adelaide and Newcastle to take off [media release]
5 November 2021, accessed 5 November 2021; Qantas, QantasLink to launch direct flights from Wagga Wagga to the
Sunshine State for first time [media release] 5 November 2021, accessed 8 November 2021.

31

Mackay Airport, Mackay welcomes interstate return [media release] 28 October 2021, accessed 12 November 2021.
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restrictions. This is the first time Jetstar will operate services into Canberra.32 Virgin-owned low-cost
carrier Tigerair previously operated this route from late 2017 until Tigerair exited the market at the
beginning of the pandemic. Qantas and Virgin currently operate this route. Some have speculated that
Jetstar’s entry into Canberra at this time may have been prompted by Rex’s expansion into intercity
services, including Melbourne–Canberra announced in May 2021.33
Canberra–Brisbane is the 6th new direct service linking Canberra to an interstate destination announced
since the beginning of the pandemic. Qantas also announced services to the Sunshine Coast, Cairns,
Hobart, Ballina and Darwin. Alliance Airlines also operates on Canberra–Sunshine Coast and small
regional operator Link Airways operates on Canberra–Hobart.

2.5

Airlines replace and expand fleet

Qantas is set to replace over 100 of its fleet with new aircraft, with deliveries and payments spread over
the next 10 years, beginning at the end of 2023. The airline group is considering a mix of larger and
smaller aircraft, stating this will provide Qantas with more operational flexibility allowing it to balance
the size of the aircraft with the demand in larger capital cities, smaller cities and regional centres.34
The Qantas Group will also replace the majority of Jetstar’s fleet, with 109 Airbus A320/A321 aircraft
being delivered from the end of the year.35
After announcing an additional 9 Boeing 737s in August, Virgin is acquiring a further 7 bringing its total
fleet of 737s to 84. Virgin expects all new aircraft to be in service over the peak summer season. Virgin
is also expecting delivery of the first of its Boeing 737 MAX 10 aircraft in mid-2023, an aircraft suitable
for domestic and short-haul international flights.36
Rex expects to take delivery of another 2 Boeing 737s by April 2022. It intends to subsequently add up
to 6 more, which would bring its total fleet of 737s up to 14 by the end of 2022.37

2.6

Family reunification and returning Australians drive
demand for international flights

The Australian Government lifted the outbound travel ban in November, allowing vaccinated Australians
to travel overseas. Restrictions were going to be further eased from 1 December, allowing vaccinated
eligible visa holders, including skilled migrants and international students, to travel to Australia. Due
to developments with a new COVID-19 variant of concern Omicron, this has been delayed. The
government has also restricted travel from southern African countries, and the states and territories are
imposing different isolation and quarantine requirements on other overseas arrivals.
Australia established a travel bubble with Singapore allowing two-way quarantine-free travel for
vaccinated travellers. Plans to establish travel bubbles with Japan and South Korea have been delayed
due to developments with Omicron. The trans-Tasman bubble with New Zealand remains closed and
may not be reinstated. The New Zealand Government announced its borders will open for international
travellers from 30 April 2022.
The Qantas Group is operating services to London, Los Angeles, Singapore and Delhi. Prior to
developments with Omicron, Qantas announced it would resume services to Fiji, Vancouver and
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Honolulu later in December, followed by Johannesburg, Bangkok, New Zealand and Tokyo in
January 2022.38
Virgin intends to resume services to Fiji from mid-December 2021, followed by Bali and New Zealand
in the first half of 2022.39 With a streamlined fleet of narrow-body Boeing 737s, Virgin is restricted to
flying short-haul international flights. However, Virgin has stated that it intends to reintroduce widebody
services once demand for long-haul international travel returns, prioritising Japan and the US.40
In the short term, it is primarily travel to and from Australia to visit family and friends, as well as
returning Australians that have been stuck overseas, that is driving the demand for international flights.
Over time, we expect to see open international borders impact the demand for Australian domestic
services, as more overseas holidaymakers are able to travel to Australia. Pre-COVID-19, international
visitors contributed to 8% of the overall demand for domestic air services41, though some of this
demand will be offset by Australians choosing to travel internationally rather than take a local holiday.
Demand is not expected to return to pre-COVID-19 levels for at least a couple of years. Qantas said it
expects to reach 60% of pre-COVID-19 capacity by July 2022, when it will be flying all its pre-COVID-19
international routes. Qantas is optimistic it will be flying at pre-COVID-19 levels in 2023.42
From the beginning of the pandemic, take-off and landing slots at Sydney Airport allocated for
international flights were made temporarily available for use by domestic airlines. Increasing
international flights at Sydney airport may put pressure on slots available for domestic flights after the
current scheduling season ends on 26 March 2022. The ACCC will continue to monitor the impact of slot
constraints on competition as international flights increase.

2.7

The ACCC is considering airport matters

The ACCC is engaging with government on reforms to the demand management scheme at Sydney
Airport, the framework for managing use of taking-off and landing slots. The ACCC is participating
in industry working groups organised by the Department of Infrastructure, Transport, Regional
Development and Communications, to give more detailed consideration to the recommendations from
the Harris Review.43
The ACCC is consulting with major airports and other market participants in Australia about the
industry’s recovery from the COVID-19 pandemic. As part of this, the ACCC is seeking information
from the airports about the ongoing impact of the pandemic on their operations and their approach to
pricing and negotiations with the airlines.
The ACCC is also assessing the proposed acquisition of Sydney Airport by Sydney Aviation Alliance.
Sydney Aviation Alliance is a consortium of super fund companies, some with stakes in other Australian
major airports. The ACCC is consulting with industry participants and will provide an update on its
findings by mid-December 2021.
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3.

Key industry metrics and analysis

This chapter presents analysis of key industry metrics. Unless specified otherwise, the metrics are
calculated using information we collect from the Qantas Group (consisting of Qantas and Jetstar),
Virgin (consisting of Virgin and discontinued Tigerair) and Rex on a monthly and quarterly basis. The
chapter contains 2 parts:



Sections 3.1 to 3.3 covers the state of the airline industry to October 2021 as lockdowns and border
closures remained in NSW, Vic, and the ACT.



Section 3.4 covers the trends in airfares up to November 2021.

3.1

Monthly passenger numbers were only 17% of
pre-COVID-19 levels in October 2021

Continued lockdowns in NSW, Vic and the ACT, and border closures kept passenger numbers low
between August and October 2021. As Figure 2 shows, August was the quietest month of 2021 with
730,000 passengers, the lowest since September 2020. In August 2021 passenger numbers were 86%
below pre-pandemic August 2019 levels, when 5.2 million passengers travelled.
Monthly passengers had increased to 973,000 by October 2021, at just 17% of October 2019
passenger volumes. The respective numbers for capacity were higher at 1.9 million and 27%.
Data for November 2021 is expected to show signs of recovery as state and territory borders
gradually reopened.
Australian domestic air services – October 2019 to October 2021
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BITRE; Australian domestic airline activity; data collected by the ACCC from Qantas, Jetstar, Virgin and Rex.

Aircraft were generally emptier as flying was once again underpinned by government support
programs to maintain minimum connectivity, rather than reflecting demand from passengers. Monthly
load factors averaged 50% between August and October 2021, compared to approximately 80%
pre-pandemic.
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3.2

Neither Sydney or Melbourne routes appeared in the
top 10 busiest domestic routes in October 2021

With state borders still closed to NSW and Vic in October 2021, routes from Melbourne or Sydney were
not in the top 10 busiest domestic routes. As Figure 3 shows, 8 of the top 10 routes by capacity were
intrastate routes in Qld and WA. These routes included Brisbane to Cairns, Mackay, Rockhampton, and
Townsville, and from Perth to Broome, Karratha, Newman, and Port Hedland. The two interstate routes
were Adelaide–Brisbane and Adelaide–Perth.
Figure 3:

Busiest routes by monthly capacity – July 2021 and October 2021
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Although 4 of the intrastate routes also appeared in the top 10 routes in July 2021, the change in
monthly capacities was mixed. Seating capacity has been stable on some of the busier intrastate routes,
including Brisbane–Cairns (135,000 monthly seats), Brisbane–Townsville (95,000 monthly seats), and
Perth–Karratha (60,000 seats). Capacities were mixed on other intrastate routes, Perth–Broome was up
24% from 48,000 to 60,000 seats, and Brisbane–Mackay was down 5% from 80,000 to 76,000 seats.
Although capacity was up about 75% between July and October 2021 on both Adelaide–Brisbane and
Adelaide–Perth, capacity remained below pre-COVID-19 levels.44 In October 2021 64,000 seats were
available on Adelaide–Brisbane and 55,000 seats on Adelaide–Perth.

3.3

Airlines have reduced their network coverage due to
movement restrictions

By the end of October 2021 most of the major airlines had reduced their network coverage in response
to movement restrictions particularly affecting NSW, Vic, and the ACT. The RANS and DANS programs
ensured that airlines continued to service routes affected by movement restrictions, however the airlines
usually withdrew services from an affected route if they were not eligible for support. The airlines’
combined network coverage fell from 157 routes in July 2021 as Vic was entering its 6th lockdown, to
137 routes in October 2021, the smallest network coverage since November 2020.
Figure 4 shows that Qantas reduced its network coverage from 106 to 81 routes between July and
October 2021. It had entered most of the discontinued routes since July 2020, which made them
ineligible for RANS or DANS support. Jetstar reduced its network coverage from 47 to 33 routes. It
mainly withdrew from routes to destinations with significant leisure demand, such the Gold Coast and
Sunshine Coast. The Qantas Group also withdrew one of its brands from several routes while continuing
to service the route with the other brand. For example, only Jetstar flew Adelaide–Melbourne and
44
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Brisbane–Melbourne in October 2021, while only Qantas flew Darwin–Melbourne and Melbourne–Perth
in the same month. Combined, the Qantas Group reduced its network coverage from 126 to 101 routes,
an identical reduction in route coverage to the Qantas brand alone, despite Jetstar’s reduced
route coverage.
Figure 4:

Number of routes operated by airline, October 2019, July 2021 and October 2021
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Data collected by the ACCC from Qantas, Jetstar, Virgin and Rex.

Note:

Select multi-hop routes are treated as a single route. Virgin data for October 2019 includes data for Tigerair.

Rex reduced its route coverage from 45 to 37 routes between July and October 2021. Each of Rex’s
withdrawals were on routes it had entered earlier in 2021 as it suspended its intercity flights and
withdrew from Sydney–Coffs Harbour and Sydney–Port Macquarie.
Virgin added one route since July 2021 to service 58 routes in October 2021. Although it withdrew from
Ballina–Melbourne, Hamilton Island–Melbourne, and Hamilton Island–Sydney, it subsequently entered
Adelaide to Cairns, Darwin, Hobart and Launceston as it identified opportunities to fly on routes
relatively unaffected by movement restrictions. Virgin continues to operate a smaller network than
pre-COVID-19. In October 2019 its network covered 76 routes, which included 3 routes that only its
subsidiary Tigerair flew, Coffs Harbour–Melbourne, Proserpine–Sydney, and the Gold Coast–Hobart.
Figure 5 shows the distribution of Australian domestic routes according to whether the route had 1, 2 or
3 competing airline groups.
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Figure 5:

Number of routes serviced by 1, 2 and 3 airline groups – October 2019, July 2021 and
October 2021
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Note:

Select multi-hop routes are treated as a single route. Qantas/Jetstar are treated as a single airline group. Virgin data
for October 2019 includes data for Tigerair.

Between July and October 2021 the majority of withdrawals occurred on routes where there was
competition between the Qantas Group, Rex and Virgin. The number of routes with 3 competing airline
groups fell from 6 to 1 between July and October 2021 owing mostly to Rex suspending its 737 flights
between major cities. The number of routes with 2 competing airline groups fell from 66 to 59 over the
same period as the Qantas Group withdrew from many routes it had recently entered, mostly between
major cities and regional destinations.
Although the count of routes serviced by one airline only fell from 81 to 77 routes between July and
October 2021, this small decrease is due to many other routes being reclassified as sole-operator
routes where a competitor withdrew services. Several routes were unserved in October 2021 including
Canberra–Perth, Hamilton Island–Sydney, and Brisbane–Port Macquarie.
Only 60 of the 137 (44%) domestic routes were serviced by more than 1 airline group in October 2021.
This means a majority of routes do not benefit from direct competition. However, these routes are
typically the least used services of the Australian network.
Figure 6 shows the share of passengers carried by each of the 4 main airlines in Australia, broken down
by the type of route.
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Figure 6:

Airline market share by passengers flown – October 2019, July 2021 and October 2021
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are considered to be ‘regional’. Virgin data for October 2019 includes data for Tigerair.

In the context of increased movement restrictions, Virgin had a small increase in market share up from
30% in July to 33% in October 2021, while Rex maintained a 4% market share. The Qantas Group’s market
share fell from 66% in July to 63% in October 2021, however Qantas’ share increased from 43% to 46%
while Jetstar’s fell from 22% to 17%. The majority (80%) of all domestic flights occurred between larger
cities and regional destinations in October 2021, with Jetstar’s market share falling in this category as
movement restrictions affected demand for non-essential leisure flights.
In October 2021 the Qantas Group held a broadly consistent share of the passenger market compared
to pre-pandemic (October 2019) across each route category. The Qantas Group held a 59% share on
routes between larger cities, a 62% share on routes between larger cities and regional destinations, and
an 88% share on routes between regional destinations. The Qantas Group’s passenger market share has
been steadily falling across all routes since July 2020, when it held a 78% share during another period of
depressed activity.
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3.4

Airfares returned to historically low levels after a
sharp increase in September 2021

Figure 7 shows the change in the price index representing the cheapest discount airfares, weighted
across the 70 busiest domestic routes.
Figure 7:

Price index of cheapest discount airfares weighted across 70 busiest domestic routes, November
2018 to November 2021
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Grey bars indicate December and Easter holiday periods.

The period since July 2021 was characterised by substantial price changes. From a longer term low of
50.4 on the index in July 2021, the price of discount airfares increased to 73.7 in September 2021. In
September 2021 the ACCC observed a sharp increase in the price of discount airfares from Melbourne
and Sydney to popular Qld destinations including Brisbane, the Gold Coast and Cairns. At the time
there were only 1 or 2 flights per day on each route as Qld’s border was closed to NSW and Vic. In
addition, the airlines ceased offering historically low airfares on the Melbourne–Sydney route as the
NSW – Vic border closed, and movements were again restricted.
Discount airfares fell to 59.6 on the index in November 2021. Airfares fell on the busiest interstate routes
from September 2021 levels, however while the airlines ran sales45, discount airfares have not returned
to July 2021 levels across many routes. Outside of the busiest routes, airfares increased on routes
between Melbourne or Sydney and regional destinations, where a new route entrant (Rex or Qantas)
had not returned to a route after suspending services around July 2021.
Figure 8 shows that the price of business class airfares has been decreasing in real terms since the
beginning of 2019 despite COVID-19 disruptions, and were at their cheapest recorded levels (in
real terms) in October 2021. Rex and Virgin are pricing business class airfares at or below the same
July 2021 airfare as they ramp up services on the busiest interstate routes.
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Figure 8:

Price index of cheapest business class airfares weighted across 70 busiest domestic routes,
November 2018 to November 2021
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4.

Airline profitability over the last
decade

As for any business, it is important for airlines to make profits if they are to remain viable and continue
to invest in the service and facilities they offer to customers. However, this can be challenging in an
industry subject to numerous external factors such as fuel prices, economic conditions, natural disasters
and global pandemics. Over the last decade the Australian airline industry as a whole has reported
over $4 billion in losses, although the vast majority of this result was incurred in recent years due to
COVID-19. Qantas and Rex had been profitable in the few years leading up to the pandemic. Loyalty
programs have consistently remained profitable for Qantas and Virgin, while domestic operations
performed better than international operations.
All figures in this chapter (except for Box 1) have been adjusted for inflation and are in 2020–21 prices.

4.1

Airline profitability can vary greatly from year to
year with external factors the key drivers

Perhaps more than most industries, the airline sector can be vulnerable to significant fluctuations in
profit from year to year. Airlines generally have high fixed costs associated with both their aircraft
fleet and the need for a large, technically-trained labour force, yet business conditions can quickly
turn unfavourable.
The price of jet fuel is a particularly important driver of airline profitability. Jet fuel costs are typically
around 20–25% of an airline’s overall cost base, although this can vary by airline and from year to year.
The price of jet fuel can fluctuate rapidly with changes in the level of oil production, political instability in
oil producing regions, and natural disasters. Airlines typically lock-in jet fuel prices through hedging to
avoid some of the risk associated with short-term volatility.
Other key drivers of airline profitability are:



health of the economy: periods of strong economic activity can result in more business travel, while
people are more likely to have disposable income for holidays



exchange rates: a high Australian dollar can reduce the effective price for cost items denominated in
foreign currencies (such as fuel and aircraft lease repayments), as well as impact demand by enticing
more people to choose to holiday overseas instead of in Australia



competition: an airline may face greater pressure to reduce airfares or improve services in response
to a new competitor, or an existing competitor that is particularly aggressive in its attempt to win
market share



external shocks: while the potential for pandemics is particularly relevant at present, airline
operations and demand for travel can also be significantly impacted by natural disasters such as
bushfires, flooding and volcanic activity.

4.2

The domestic airline industry has lost a lot of money
over the last 10 years

Over the last decade, Australian airlines have experienced profitable and unprofitable years. Table 1
shows the accumulated net profit after tax reported by the Qantas Group, Virgin and Rex over
this period. The results include all of the airline groups’ operations including any international and
loyalty programs.
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Table 1

Accumulated net profit after tax, 2011–12 to 2020–21
Net profit after tax ($m)

Airline group

2011–12 to 2018–19

2011–12 to 2020–21

(no COVID impact)

(includes COVID impact)

$1,125

($2,599)

($2,038)

($1,501)

$101

$77

($812)

($4,022)

Qantas
Virgin
Rex
Combined
Source:

ACCC calculations using data from the airlines’ annual reports, and ABS CPI data.

Note:

Figures are presented in 2021 prices.

Table 1 shows that significant losses by Virgin meant that the industry collectively reported a net loss
after tax for the years prior to COVID-19. Only 14 of the 24 results posted by the airline groups over
this period contained a net profit after tax. When the COVID-impacted years are included, the industry
reported a combined loss of over $4 billion.
The performance over the decade varied greatly from year to year and by airline group. Figure 9 shows
the yearly net profit after tax results for each airline group between 2011–12 and 2020–21. These results
include all business segments.
Net profit after tax by airline group, 2011–12 to 2020–21
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Rex

The chart suggests that there have been 3 discernible periods over the 10-year timeframe. In the early
part of the decade, the airlines faced very high prices for jet fuel, while the entire Qantas-branded fleet
was briefly grounded in 2011–12 in response to industrial action. It was also during this time that Virgin
and Qantas engaged in an aggressive battle for market share, with Virgin shifting to compete more
directly with Qantas after transitioning away from its early low-cost carrier business model Virgin Blue.
No airline was making a material profit during this early part of the decade, although smaller airline Rex
achieved positive results considering its much smaller scale. This was accentuated by the Qantas Group
reporting a loss equivalent to almost $3.2 billion in 2013–14. This was reported at the time as possibly
the largest loss ever of any airline anywhere.46 A significant reason for this loss was due to accounting
46
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with respect to a write-down of the Qantas international fleet of an amount equivalent to almost
$3.3 billion. However, the group still made an underlying loss before tax of an equivalent of $723 million
which does not include the write-down, with the international business segment recording a big loss.
The middle part of the decade was more favourable to airline profits with the price of jet fuel
plummeting and Virgin and Qantas engaging in less discounting. The Qantas Group was able to
report record yearly net profits approaching or exceeding the equivalent of $1 billion. These results
were underpinned by its leaner cost profile (following an extensive transformation program) and a
then-profitable international business segment.
In contrast, Virgin was still reporting yearly losses due to its inability to translate passenger and
revenue growth (partly due to acquisitions of Tigerair and Skywest) into profits. However, some of
these results appear worse due to write-downs of its international and Tigerair assets. In its report into
Virgin in October 2020, FTI Consulting asserted that Virgin’s underperformance in previous years was
commonly attributed in part to a misconceived business strategy to change its business model from a
low-cost carrier to a full-service airline.47 The report said that industry commentators had the view that
Qantas took action to protect its market share and was able to significantly reduce its cost base, but
Virgin did not have the size and financial strength to sustain the aggressive fight for market share.
Smaller airline Rex continued to report profits through this period, although it did record a net loss
after tax in 2015–16. Rex’s consistent profitability during the early and middle part of the decade may
be partly attributable to the absence of an international business segment, which had often been a
drain on profits for the two larger airlines.
The end of the 10-year period has been dominated by COVID-19. Extensive restrictions on international
and interstate travel created an environment described as ‘diabolical’48 and the worst in the 100-year
history of Qantas.49 Flying was almost brought to a standstill for the last quarter in 2019–20, while
regular outbreaks through 2020–21 did not let the industry make much of a recovery.
Despite all airlines receiving extensive COVID-related assistance from the Australian Government (see
Box 1), the Qantas Group reported consecutive losses after tax of over $1.7 billion. Once again, a lot
of this loss was due to a significant write-down in assets (including the A380 fleet) of $1.4 billion in
2019–20 and one-off redundancy costs.
Virgin went into administration shortly after the pandemic struck, later emerging with a new executive
team and strategic direction under new owner Bain Capital. Asset write-downs ($1.1 billion) and
creditor claim expenses ($643 million) contributed to a substantial loss of almost $3.2 billion in 2019–20.
After making losses for almost a decade, Virgin reported a substantial after-tax profit of $3.7 billion
in 2020–21. This profit performance largely reflected a one-off $4.4 billion return recognised on
the release of claims owed to Virgin’s creditors after administrators executed the sale to Bain. The
underlying before-tax loss was $77 million. This record profit in 2020–21 more than offset a record loss
in 2019–20.
COVID-19 also resulted in Rex recording consecutive net losses after tax in 2019–20 and 2020–21.
Compared to the size of profits earnt earlier in the decade, COVID-19 does not appear to have
impacted Rex’s results as significantly as Virgin or Qantas. Rex was almost able to record a net profit
after tax in 2020–21 due in part to higher levels of government assistance than the previous year.
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Box 1: Airline losses would have been significantly greater without
government assistance
Losses over the last 2 financial years would have been even larger had the airlines not received
extensive government funding in response to COVID-19. The vast majority of the funding came
from the Australian Government.50 The assistance was provided through a range of programs but
JobKeeper, and to a lesser degree the Domestic Aviation Network Support (DANS) and Regional
Airline Network Support (RANS) programs, were the most significant.
Figure 10 shows that the 3 airline groups received over $2.3 billion of government assistance over
the two impacted years. This represented 9% of the airline groups’ revenues. Qantas received the
bulk of the funds with $1,602 million over the 2 years, but assistance was relatively more significant
for Rex, representing a quarter of the smaller airline’s revenues.
Figure 10: Government assistance received by airline group, in aggregate and percentage of revenue,
2019–20 and 2020–21
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Virgin
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$166m
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Source: ACCC calculations using data from the airlines’ annual reports.

Many of the assistance programs have ended or will shortly end now that COVID-related lockdowns
have been eased. JobKeeper concluded in March 2021, while DANS and RANS are due to expire on
31 December 2021.
A common metric to measure financial performance is net profit (or loss) after tax as a proportion of
a company’s assets, known as return on assets. Return on assets indicates how efficient or profitable
a company is relative to its assets or the resources it owns or controls. Figure 11 shows return on
assets for each of the 3 main airline groups over the last 10 years. It includes the results for all business
segments. The most striking aspect of the chart is the Virgin results for 2019–20 and 2020–21, with the
loss and then profit further accentuated when presented as a proportion of assets. As explained above,
these results have been impacted by asset write-downs (leading to a large loss in 2019–20) and the
accounting treatment of creditors with respect to the company’s voluntary administration (leading to a
large profit in 2020–21).
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The Australian Government has committed over $5 billion so far to support the aviation industry through COVID-19,
including funding for airlines and airports; The Hon. Barnaby Joyce MP, Readying Australia’s international aviation industry
for take-off [media release] 20 September 2021, accessed 26 November 2021.
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Figure 11:

Return on assets by airline group, 2011–12 to 2020–21
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Source:

ACCC calculations using data from the airlines’ annual reports.

Note:

Return on assets is calculated by dividing net profit after tax by total assets.

4.3

2018–19

Domestic operations and loyalty programs have
been the most consistent performing segments for
the two largest airline groups

Some parts of the Qantas Group and Virgin’s businesses have outperformed others. Figure 12 shows
the earnings of the key business segments in the Qantas Group over the last 10 years. Earnings is
represented by earnings before interest and taxes (EBIT), which does not include expenses associated
with asset write-downs.
Figure 12:

Earnings before interest and taxes by Qantas business segments, 2011–12 to 2020–21
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Note:

Figures are presented in 2020–21 prices.

2019–20

2020–21

Loyalty

Figure 12 shows that the group’s domestic operations and loyalty program have consistently been
strong performers over this time. In contrast, the international business segment was a loss maker
for the group until there was a significant write-down in international assets in 2013–14 and Qantas
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implemented its transformation program to reduce costs. The group’s low-cost carrier, Jetstar, has also
improved its earnings since earlier in the decade.
Figure 13 shows the performance of Virgin’s key business segments, but without data for 2020–21.
There are some similarities with the Qantas Group. In particular, Virgin’s domestic operations have also
been a relatively strong performing segment for the company after the end of the capacity war with
Qantas in 2013–14 and prior to COVID-19.
Figure 13:

Earnings before interest and taxes by Virgin business segments, 2011–12 to 2020–21
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Source:

ACCC calculations using data from the airline’s annual reports, and ABS CPI data. Data for 2019–20 from
unaudited report.

Note:

Figures are presented in 2020–21 prices. Virgin data not available for 2020–21.

The relative success of the domestic operations of both Qantas and Virgin may reflect the nature of
the Australian market. In its report into the valuation of Virgin in October 2020, FTI Consulting stated
that Australia’s domestic passenger market is one of the most attractive domestic markets in the world,
largely due to the series of routes between Sydney, Brisbane and Melbourne that are some of the
busiest routes globally.51 It also said that this is predominantly due to the isolated nature of the various
capital cities with limited alternative methods of rapid transport.
The Virgin loyalty program has also been consistently profitable throughout the period. Beyond the
earnings generated by both airlines’ loyalty programs over a long time, the programs have also served
to broaden both Qantas’ and Virgin’s revenue streams and offset the volatility in the airline’s traditional
revenue streams due to external shocks. In particular, the ability of loyalty businesses to generate profits
in the context of COVID-19 indicates their importance in lessening the risk of external shocks to an
airline group’s financial performance. As a result, both the Qantas and Virgin airline businesses have
become more robust.
Like the Qantas Group, Virgin’s international business segment has underperformed compared to its
domestic operations. However, Virgin was not able to turn this performance around later in the decade,
unlike Qantas. Additionally, Virgin’s low-cost carrier Tigerair was consistently losing money before it
ceased operations in 2020. This contrasts with Jetstar’s strong performance.
It is possible that the Qantas Group, Virgin and Rex will emerge from the COVID-19 period with lower
cost bases, setting them up for improved financial performance in the future. Virgin in particular has
undergone a significant restructure since the pandemic struck and as a result of a transfer to its new
ownership. Cost reduction strategies have included reducing the workforce, reducing its fleet which is
now almost predominantly Boeing 737s, and retiring the Tigerair brand.
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FTI Consulting, ‘Virgin Australia Holdings Limited (Administrators Appointed): Independent expert’s report and
financial services guide’, 19 October 2020, p. 29.
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