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Emerging Countries Threaten Traditional Aircraft
Powerhouses

No longer content to be minor players in the field of aviation, the so called
BRIC nations—Brazil, Russia, India and China—are making moves to threaten
traditional industry giants like the United States, France and the U.K.

"To varying degrees, these countries are
moving up the aviation food chain." says
Robert Mittelstaedt, dean of W.P. Carey School
of Business at Arizona State University. "The
growing demand for aviation and aerospace
material is attractive enough for them to
develop into competitive players."

"There will be tremendous demand for new
commercial aircraft over the next 15-20
years," says Ken Evans, U.S. Transportation

and Logistics Leader of PwC, a management consulting firm. "That demand is
increasing the opportunities for BRIC countries."

It's not just the commercial side that is spurring BRIC ambitions, says Scott
Thompson, U.S. Aerospace and Defense leader at PwC.

"All four are interested in growing military production for aircraft," Thompson
explains. "We know China is interested in space and is making huge
investments there. The Russians have great capability and would like to
export more aircraft then they are now."

What's helping the BRIC nations become a stronger force in aviation is
globalization, says PwC's Evans.

"There's more international air travel as companies have to ship people and
goods around the world," he says.

More broadly, travel is rebounding from the worldwide recession.

Published: Friday, 17 Jun 2011 | 2:27 PM ET Text Size

By: Mark Koba

Senior Editor

7ConfirmRecommend

Welcome, Guest

Register Sign InHOME NEWS MARKETS EARNINGS INVESTING VIDEO CNBC TV CNBC 360 CNBC PRO

Symbol
Lookup

http://www.cnbc.com/id/15837362/
http://www.cnbc.com/id/19832390/
http://www.cnbc.com/id/19794221/
http://www.cnbc.com/id/20910258/
http://www.cnbc.com/id/19836768/
http://www.cnbc.com/id/21344232/
http://www.cnbc.com/id/19854910/
http://www.cnbc.com/id/16561378/
http://www.cnbc.com/id/19916736/
http://www.cnbc.com/id/23937480/
http://www.cnbc.com/id/16903222/
http://www.cnbc.com/id/25097425/

http://www.cnbc.com/id/43271125/
http://www.cnbc.com/id/43460048
http://www.cnbc.com/id/43462168
http://www.cnbc.com/id/43461318
http://www.cnbc.com/id/43271155
http://www.cnbc.com/id/43458246
http://www.cnbc.com/id/43325077
http://www.cnbc.com/id/44307013
http://www.cnbc.com/id/44305843
http://www.cnbc.com/id/44305843#comments_top
http://www.cnbc.com/id/44303805
http://www.cnbc.com/id/44303805#comments_top
http://www.cnbc.com/id/44305205
http://www.cnbc.com/id/44305205#comments_top
http://www.cnbc.com/id/44308116
http://www.cnbc.com/id/44308116#comments_top
http://www.cnbc.com/id/26426796
http://www.cnbc.com/id/44307453
http://www.cnbc.com/id/44307453#comments_top
http://www.cnbc.com/id/44306724
http://www.cnbc.com/id/44306724#comments_top
http://www.cnbc.com/id/44303970
http://www.cnbc.com/id/44303970#comments_top
http://www.cnbc.com/id/44304045
http://www.cnbc.com/id/44304045#comments_top
http://www.cnbc.com/id/44307013
http://www.cnbc.com/id/44307013
http://www.cnbc.com/id/44307013#comments_top

http://www.cnbc.com/id/15837362/
http://www.cnbc.com/id/15839121/
http://www.cnbc.com/id/20910258/
http://www.cnbc.com/id/15837825/?cid=97035
javascript:void(0);
javascript:void(0);
http://www.cnbc.com/id/15837548/cid/97520
https://register.cnbc.com/memberCenter.do
http://www.cnbc.com/id/15839285
http://www.cnbc.com/id/15837362
http://www.cnbc.com/id/15839121
http://www.cnbc.com/id/15839135
http://www.cnbc.com/id/15839069
http://www.cnbc.com/id/15839263
http://www.cnbc.com/id/15837856
http://www.cnbc.com/id/30011296
http://www.cnbc.com/id/40954456
http://www.cnbc.com/id/15837272
http://www.cnbc.com/id/15837272
http://ad.doubleclick.net/click%3Bh%3Dv8/3b72/3/0/%2a/y%3B239300674%3B0-0%3B1%3B59709353%3B21-88/31%3B42112511/42130298/1%3B%3B%7Eokv%3D%3Bsite%3Dcnbc%3Bsect%3Dnews%3Bsub%3Dspclrpts%3Bsub2%3Dprsrshw2011spcl%3Bpageid%3D43325040%3Bpkid%3D108%3B%21c%3Dnews%3B%21c%3Dspclrpts%3Btandomad%3Dnone%3Bpm%3D1%3Bqsg%3D341%3Bqsg%3D335%3Bqsg%3D331%3Bqsg%3D318%3Bqsg%3D317%3Blsg%3D22735%3Blsg%3D22359%3Bpos%3D1%3Btile%3D1%3Bsz%3D88x31%3Bbsg%3D101037%3Bbsg%3D101691%3Bbsg%3D102220%3Bbsg%3D104535%3Bbsg%3D106221%3Bbsg%3D124692%3B%3B%7Eaopt%3D2/0/b7/0%3B%7Esscs%3D%3fhttp://www.cnbc.com



Paris Air Show 2011 — Special Report —Emerging Countries Threaten Traditional Aircraft Powerhouses - CNBC

http://www.cnbc.com/id/43325040[8/28/2011 8:29:03 PM]

Meantime, On the Left Coast (2)

If Fido Meets Irene—First-Aid Gear for Pets
Kilduff: Gaddafi's Fall Will Deliver Blow To Oil Market (1)

Buy Large-Caps Ahead of Recovering Bull Market: Wells Fargo
Irene 'No Worse Than Snowstorm' To Airlines: Analyst
This Week's Events Should Happen Only Once Every 128
Years (1)

Farr: CBO Deficit Projections—Don't Believe the Hype!
Rotblut: Five Strategies for Volatile Markets
Widlitz: Earthquakes, Hurricanes, Input Costs—Consumers'
Triple Whammy (14)

Millions Wait for Power to Come Back After Irene
Irene Aftermath May Depress Trading Volumes as Week Begins
Eyes on Employment as Bernanke Mulls Action
Wall Street to Open Monday, But Staffing Could Be Light
Social Security: CNBC Explains
EU Working on ‘Radical’ Plan for Banks: Report
Storm of Tweeters
Town at Epicenter of Quake Exhales as Irene Passes
Cramer: A Ridiculously Cheap Tech Name

Morici: Economic Impact of Hurricane
Irene

What $1 Million Buys You
Who hasn’t fantasized about spending a $1
Million dollars? So, what would it buy you?

Steve Jobs: His Life in Pictures
Here are some of the personal and
professional highlights of Steve Jobs' life.

Scenes from Hurricane Irene
See fresh images of the storm as they come
in, illustrating the events of Hurricane Irene
as it happens.

LATEST FROM OUR BLOGS More

FEATURED SLIDESHOWS » More

MOST SHARED

MOST POPULAR

SPECIAL REPORTS » More

"Because the Chinese
government funds and
centrally plans the
industry, it's less reliant
on short term profits." 

Damien Lasou
Global Managing Director
Accenture

The latest numbers from the International Air Transport Association show
that global air traffic for April, 2011 was up 16.5 percent from a year ago.

BRIC nations are seeing their own domestic air travel grow as well. Brazil's is
up 24 percent in April of 2011 compared to 2010, while India had 25 percent,
according to the IATA. China and Russia had declines but both are attributed
to tighter economic policies.

For an aviation company like Brazil's Embraer [ERJ  23.51    0.40  (+1.73%)   ]

—which produces commercial, military and executive aircraft and is the fourth
largest commercial aircraft company in the world, and is now moving into the
defense sector — the increase in air travel has pushed them to the forefront of
the BRICs,

"Brazil is clearly the leader at this point with Embraer and its tremendous
growth from smaller civilian and military aircraft," adds ASU's Mittelstaedt.
"It's competing on that level with Boeing and Airbus."

But India and China are also on the move, as
exemplified in 2008 by China's two major
aircraft makers joining forces to build a
domestic passenger jet to rival Boeing [BA 

62.80    1.70  (+2.78%)   ] and Airbus.

"India has a well developed industry around
aircraft components, repair and support which
makes them a major player," Mittelstaedt
argues. "China has moved aggressively to
build capabilities that will make them a
serious player in all areas of the business."

What the BRIC countries are doing in aviation is drawing attention and money
from U.S. companies, says Steve Fulton, technical fellow for the PBN Services
Unit of General Electric [GE  15.54    0.09  (+0.58%)   ] Aviation Systems , a
producer of jet engines for military and commercial aircraft.*

"We're making significant investments in all these countries," says Fulton. "GE
Aviation provides Chinese airlines with modern cockpit technology and
operations support. We've just announced a partnership with GOL airlines in
Brazil."

While private money is a source for most of the BRIC nations, China, Russia
and India are also getting help in the form of subsidies.

"Because the Chinese get government funds
and centrally plans the industry, it's less
reliant on short term profits," says Damien

Lasou, global managing director with Accenture's aerospace and defense
group. "For Russia and India, the aerospace industry remains a government
priority with appropriate funding."

If there's one BRIC memger struggling to find its way, even with government
help, it's the former Soviet Union.

"Russia has historical roots in this market especially on the military side," says
Lasou. "But the break up of the Soviet Union into so many different parts has
hurt them. It caused their aviation industry to split into various directions as
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well."

That split covers domestic aircraft as well, says Jeff Knittel, president of CIT's
[CIT  33.11    1.22  (+3.83%)   ] Transportation Finance department.

"Passenger aircraft production and development has fallen in recent years as
Russian airlines have replaced Soviet era aircraft with more efficient aircraft
from Airbus and Boeing," Knittel explains.

For BRIC countries who haven't quite arrived on the manufacturing scene, they
are important players on the buying side, says Mark Sawyer, president of
sales and marketing at Aerosim, a flight training and simulation firm.

"We have contracts to train pilots from China because they and countries like
India and Russia are buying Boeing and Airbus products," Sawyer says.
"They're opening up their airspace and that will lead to more manufacturing of
at least smaller aircraft."

For now, the BRICs still have a ways to go to challenge the more traditional
manufacturing players like Boeing and Airbus—each a global leader in aviation
sales, and in Boeing's case, the third largest military and areospace firm in the
world.

"They are all high growth markets but each of
the BRIC countries faces a different set of
problems," says Usha C.V. Haley, a professor
of international business at Massey University
in Auckland, New Zealand. "Brazil appears to
be the strongest compeititor right now."

For investors, the BRIC countries offer limited
options, says Chris Dimitropoulos, a principal
with Astor Group, a merger and acquisition

and advistory firm.

"I think the opportunities are much greater in Brazil in airlines than
manufacturers," Dimitropoulos argues. "Embraer production is picking up this
year, but the arilines are much more focused on cost cutting and are the
better investments."

The real impact of the BRICs in aviation is still to be felt, say experts, but that
time will come.

"Over the next five to ten years, the threat from the BRICs is relatively
insignificant," says Accenture's Lasou. "But in 20 years or so, the threat will
be much greater."

"The current leaders won't maintain their lead in aviation forever," ASU's
Mittelstaedt contends. "So yes, countries like the U.S. should be worried about
the BRICS down the line."

*GE Aviation is a subsidiary of General Electric [GE  15.54    0.09  (+0.58%)   ] ,
which is a minority owner of CNBC.
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