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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.
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"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.

RELATED LINKS

http://www.cnbc.com/id/43654641
http://www.cnbc.com/id/43654641
http://www.cnbc.com/id/44285105/
http://www.cnbc.com/id/44285105/
http://www.cnbc.com/id/44269404/
http://www.cnbc.com/id/44283181/
http://www.cnbc.com/id/44271253/
http://www.cnbc.com/id/44271253/
http://www.cnbc.com/id/44264105/
http://www.cnbc.com/id/44264105/
http://www.cnbc.com/id/44285105/
http://www.cnbc.com/id/44269404/
http://www.cnbc.com/id/44283181/
http://www.cnbc.com/id/44271253/
http://www.cnbc.com/id/44264105/
http://developers.facebook.com/plugins/?footer=2
http://developers.facebook.com/plugins/?footer=2
http://www.cnbc.com/id/43325041
http://www.cnbc.com/id/43325023
http://www.cnbc.com/id/43325077
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/cit
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge
http://data.cnbc.com/quotes/ge


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]

Twitter 0 LinkedIn Share

© 2011 CNBC.com

TOPICS: Brazil | India | Russia | China | Western Europe | Durable Goods | Manufacturing |

Transportation | Trade Shows and Conferences

SECTORS: Airlines | Air Freight and Logistics

COMPANIES: General Electric | CIT Group Inc | Airbus | Boeing Co | Embraer-Empresa

Brasileira de Aeronautica

No Comments have been posted.

ADD COMMENTS

Print Email

7

  Buy a link here  

Sponsored Links

2550% Penny Stock Gains?
Our last pick jumped 2550% - Join our newsletter for Free Stock Picks!
www.PennyStocksExpert.com

Obama's Economic Crash
Unemployment hits 50% and inflation soars 100%. Prepare. Watch Video
www.newsmax.com

Invest in Gold Today
Diversify your investment portfolio with Gold and Silver. Get a Free Investor Kit.
GoldSavingsofAmerica.com

  

  

CNBC HIGHLIGHTS » More: Blogs | Quizzes | Slideshows | Special Reports | Video

Storm Of Tweets 
The only thing more
powerful than the winds and
the rains was the spread of
information.

Costliest Hurricanes 

Tough Act 
Steve Jobs’ departure as
CEO of Apple is a reminder
that iconic leaders are a
tough act to follow.

Best CEO of Century? 

The Case For Gold 
Baby Boomers are getting
older, looking for an
investment that will help pay
for their retirement. Here's
what they're thinking.

Greedy Guzzlers 
Some cars and trucks love
to burn up gas. Here’s a
few of the top gas guzzling
vehicles.

Dangerous Driving Cities 

Man On Fire 
The Burning Man Festival is
a paradoxical combination
of donated labor and plenty
of revenue. The New York
Times reports.

Another Round! 
The CEO of the largest
drinks maker says
Americans are buying more
liquor these days.

Recession Drinking Up? 

ConfirmRecommend

javascript:void(0);
javascript:void(0);
http://www.cnbc.com/id/15837548/cid/97145/Brazil
http://www.cnbc.com/id/15837548/cid/97080/India
http://www.cnbc.com/id/15837548/cid/97203/Russia
http://www.cnbc.com/id/15837548/cid/97166/China
http://www.cnbc.com/id/15837548/cid/97289/Western_Europe
http://www.cnbc.com/id/15837548/cid/204773/Durable_Goods
http://www.cnbc.com/id/15837548/cid/97175/Manufacturing
http://www.cnbc.com/id/15837548/cid/97367/Transportation
http://www.cnbc.com/id/15837548/cid/206536/Trade_Shows_and_Conferences
http://www.cnbc.com/id/15837548/cid/97061/Airlines
http://www.cnbc.com/id/15837548/cid/206723/Air_Freight_and_Logistics
http://www.cnbc.com/id/15837548/cid/97822/General_Electric
http://www.cnbc.com/id/15837548/cid/97726/CIT_Group_Inc
http://www.cnbc.com/id/15837548/cid/112193/Airbus
http://www.cnbc.com/id/15837548/cid/97181/Boeing_Co
http://www.cnbc.com/id/15837548/cid/104733/Embraer_Empresa_Brasileira_de_Aeronautica
http://www.cnbc.com/id/15837548/cid/104733/Embraer_Empresa_Brasileira_de_Aeronautica
javascript:printThis('43325040')
javascript:emailThis('43325040')
http://cnbc.sl.advertising.com/admin/advertisers/indexPl.jsp
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.cnbc.com/id/16561378/
http://www.cnbc.com/id/34576225/
http://www.cnbc.com/id/23937480/
http://www.cnbc.com/id/16903222/
http://www.cnbc.com/id/15839263/
http://video.cnbc.com/gallery/?video=3000042065
http://video.cnbc.com/gallery/?video=3000042065
http://video.cnbc.com/gallery/?video=3000042065
http://www.cnbc.com/id/26426796/
http://www.cnbc.com/id/44287772/
http://www.cnbc.com/id/44287772/
http://video.cnbc.com/gallery/?video=3000041651
http://video.cnbc.com/gallery/?video=3000041651
http://www.cnbc.com/id/44297897/
http://www.cnbc.com/id/44297897/
http://www.cnbc.com/id/44246305/
http://www.cnbc.com/id/44246305/
http://www.cnbc.com/id/43948183/
http://www.cnbc.com/id/44303924/
http://www.cnbc.com/id/44303924/
http://www.cnbc.com/id/44267783/
http://www.cnbc.com/id/44267783/
http://www.cnbc.com/id/43982866/


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]

Please Sign In or Register to participate.

Your Comments (Up to 1100 characters):

CNBC welcomes your contribution. Please respect our community and the integrity of its
participants. CNBC reserves the right to moderate and approve your comment. 

Remaining characters 1100

CNBC NEWS
U.S. News

Asia-Pacific News

Europe News

Economy

Energy

Green

Technology

Blogs

Wires

Slideshows

Special Reports

Corrections

MARKETS
Pre-Markets

World Markets

Stocks

Dow 30

Commodities

Currencies

Bonds

Funds

EARNINGS
News

Calendar

Surprises

Highlights

Ideas

INVESTING
Stock Blog

Personal Finance

Portfolio (Beta)

Watchlist

Stock Screener

Fund Screener

Earnings Screener

VIDEO
Latest Video

Top Video

U.S. Video

Asia-Pacific Video

Europe Video

CEO Interviews

Analyst Interviews

CNBC Pro

CNBC TV
CNBC U.S.

CNBC Asia-Pacific

CNBC Europe

CNBC World

CNBC HD+

Channel Finder

MORE
CNBC 360

CNBC Mobile Website

RSS

Real-Time Quotes and Extended Hours

Latest Press Releases

About CNBC  |  Site Map  |  Privacy Policy  |  Terms of Service  |  Independent Programming Report  |  Video Reprints  |  Advertise  |  Help  |  Contact

  Data is a real-time snapshot  *Data is delayed at least 15 minutes
Global Business and Financial  News, Stock Quotes, and Market Data and Analysis

© 2011 CNBC LLC.  All  Rights Reserved.

http://www.cnbc.com/id/15837362
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/28140607
http://www.cnbc.com/id/23937480
http://www.cnbc.com/id/16903222
http://www.cnbc.com/id/25097425
http://www.cnbc.com/id/15839121
http://www.cnbc.com/id/17689937
http://www.cnbc.com/id/15921552
http://www.cnbc.com/id/15839215
http://www.cnbc.com/id/26272770
http://www.cnbc.com/id/15839171
http://www.cnbc.com/id/15839178
http://www.cnbc.com/id/15839203
http://www.cnbc.com/id/15839193
http://www.cnbc.com/id/15839135
http://www.cnbc.com/id/18038403
http://www.cnbc.com/id/15906175
http://www.cnbc.com/id/18080780
http://www.cnbc.com/id/15839133
http://www.cnbc.com/id/16454339
http://www.cnbc.com/id/15839069
http://www.cnbc.com/id/21114826
http://www.cnbc.com/id/21324812
http://portfolio.cnbc.com/
http://watchlist.cnbc.com/
http://www.cnbc.com/id/15839076
http://www.cnbc.com/id/15839074
http://www.cnbc.com/id/15839133
http://www.cnbc.com/id/15839263
http://www.cnbc.com/id/15839263/?tabid=15839796&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=20414341&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=15839798&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=15839801&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=15839797&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=20429036&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=20429059&tabheader=false
http://pro.cnbc.com/
http://www.cnbc.com/id/15837856
http://www.cnbc.com/id/15837856
http://www.cnbc.com/id/15838789
http://www.cnbc.com/id/15838668
http://www.cnbc.com/id/15837872
http://www.cnbc.com/id/20996011
http://www.cnbc.com/id/40419133
http://www.cnbc.com/id/30011296
http://www.cnbc.com/id/30011296
http://www.cnbc.com/id/25935031
http://www.cnbc.com/id/28295763
http://www.cnbc.com/id/27681626
http://www.cnbc.com/id/17362414
http://www.cnbc.com/id/15839285/
http://www.cnbc.com/id/15907487/
http://www.cnbc.com/id/15920090/
http://www.cnbc.com/id/15837339/
http://www.cnbc.com/id/15837353/
http://www.comcast.com/Corporate/About/CorporateInfo/independent-programming.html
http://videoreprints.cnbc.com/
http://www.cnbc.com/id/35083111/
http://www.cnbc.com/id/15839052/
https://register.cnbc.com/email/EmailSupport.jsp
http://www.nbcuni.com/
http://www.cnbc.com/id/16061983/

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


	5jbmJjLmNvbS9pZC80MzMyNTA0MAA=: 
	cnbc_quote_box_header: 
	input_symbol: Symbol / Company
	goimage: 


	5jbmJjLmNvbS9pZC80MzMyNTA0MAA=: 
	form3: 
	searchboxinput:  
	searchimage: 


	lhbD9BY3JvYmF0V2ViQ2FwVElEMwA=: 
	form1: 
	input0: 


	5jbmJjLmNvbS9pZC80MzMyNTA0MAA=: 
	commentsPreviewForm: 
	input1: 
	comments: Please sign-in/optin or register to be able to submit comments.




