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There is mounting evidence of a downturn in air travel and tourism across 

some key markets, while air freight volumes are also seeing a slowdown in 

some areas. Part of this will be due to base effects following the remarkable 

recovery in the aviation sector over the past several years post the Covid-19 

shutdown: many airports and routes have seen passenger records broken, 

while strong demand for airfreighted consumer goods was bolstered by 

disruptions to global shipping. As such, with a higher nominal base, 

maintaining the same levels of growth will be more difficult. However, the 

slowdown is likely also being driven by the more uncertain outlook for the 

global economy in 2025, and the impact the tariffs being imposed by the US 

government on trading partners around the world will have on both 

businesses and consumers. With uncertainty likely to remain prevalent 

through the rest of the year and the risk of a global economic downturn rising, 

the aviation sector is set to come under pressure in 2025. 

 

Middle East and North America saw a fall in air travel in March (RPK % y/y) 

 

Source: IATA, Emirates NBD Research 
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While the effect of the US tariffs and the heightened uncertainty around the 

future pathway of the levies haven’t yet fed through into hard data, it is very 

apparent that they have already had a material impact on consumer and 

business confidence. The Global Consumer Confidence Index from Ipsos fell 

to 47.7 in April, down from 48.2 the previous month and 48.9 a year earlier, 

taking it deeper into negative territory. With tourism and leisure travel a 

perfect example of a discretionary spend, a protracted slump in confidence 

will likely see holidaymakers increasingly think twice about flying for their 

holiday this year.  

IATA global air travel data for March held up relatively well, with y/y global 

growth in revenue passenger km (RPK) up 3.3% y/y, up from 2.7% in February. 

International demand remained robust as it expanded by 4.9%, although this 

was down from 5.6% in February. Global domestic demand was up 0.9% 

compared with a 1.9% fall in February. Most regions saw an expansion on the 

March 2024 performance save the Middle East and North America, which 

shrank by 0.7% and 1.1% respectively. Given the deteriorating outlook for the 

year ahead (the IMF was only the latest international body to revise down its 

2025 forecasts when it published its quarterly World Economic Outlook last 

week), we expect that the growth in global air travel will slow through the 

coming months. 

US tourism slump has wider implications 

The US has seen a very sharp decline in overseas visitor arrivals so far this year 

in a trend that is likely to worsen through the rest of 2025. March overseas 

arrivals (not including land arrivals from Canada and Mexico so likely almost all 

coming by air) were down 11.6% y/y, with visitors seemingly deterred by the 

actions of the US government since the start of the second Trump presidency 

and the risk of a frostier welcome at immigration. The US is the third-most 

visited country in the world, and while many of these visitors come by land over 

the southern or northern borders, millions will arrive by air. Combined with a 

sharp decline in US consumer confidence that will weigh on domestic air travel 

– the US Conference Board measure of consumer confidence fell to a near 

five-year low in April, declining to a value of 86.0 from 93.9 in March – the major 

US airlines have revised down their guidance for this year already. 

Other global airlines will also be affected by this slowdown in US tourism given 

that North America accounted for 22.9% of global air travel in 2024. Visitors to 

the US from Western Europe were down 17.2% y/y in March, with visitors from 

the UK down 14.3%. The Heathrow-JFK route was the 10th busiest globally last 

year, with significant transit passengers passing through the London airport 

on their way to the US and in March, Heathrow passenger numbers were down 

7.5% y/y. Visitors from Germany to the US were down 28.2%, while arrivals 
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from South Korea were down 14.5% y/y. Notably for Middle Eastern airlines, 

visitors to the US from India were down 3.6% y/y in March. This is a transit 

connection that has been lucrative for Gulf-based carriers in recent years. 

 

  US overseas arrivals, March, % y/y  

 

Source: US International Trade Administration, Emirates NBD Research 

 

Dubai sees a y/y fall in visitors in February and March  

Dubai has not proved immune from the global pressures so far. While visitor 

arrivals to Dubai over the first quarter saw positive y/y growth of 2.5% (5.31mn, 

up from 5.18mn in Q1 2024), this was driven by a strong January, when there 

was a 9.6% rise in visitor numbers – an impressive performance given that 

there was a 9.7% decline in visitors from South Asia that month, traditionally 

one of the largest source markets for visitors to Dubai. This was likely driven in 

part by a fall in Indian visitors on the back of more stringent visa rules recently 

introduced, while other key source markets continued to hold up well – 

visitors from Western Europe were up 15.7% y/y in January. 

Over February and March, however, there has been a more widespread 

downturn, and total visitors in those two months were down by 1.1% and 1.3% 

y/y respectively. In March, visitors from South Asia were down by 15.8% y/y to 

223,000, while Western Europe arrivals were down 6.8% to 340,000. The 

later Easter in 2025 (falling in April rather than at the close of March like in 2024) 

will have made an impact, but February arrivals from Western Europe were 

also down, albeit by a lesser 2.2%. These two markets are the two largest 

sources of visitors to Dubai, accounting for around 35% of the total in recent 
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years, so a slowdown here affects the sector more than other source markets 

might. Visitors from Africa were also down in March, falling 2.5% y/y, but these 

account for a far smaller share of tourists (around 4% on average). 

There was more positive activity elsewhere, with visitors from the GCC up 

16.5% y/y in March, Russia and the CIS up 12.2%, and visitors from the rest of 

MENA up 8.3%. The still strong growth in visitors from Russia and the rest of the 

GCC will be supportive of the tourism sector overall, given that these two 

source markets are those with the highest spenders, according to Issam 

Kazim, CEO of Dubai Corporation for Tourism and Commerce Marketing. He 

was speaking at the recent Arabian Travel Market (ATM) show, where he 

stressed that Dubai was focused on attracting high quality visitors, not solely 

boosting total numbers. The decline in visitors from Western Europe, which 

also provides some of the highest-spending visitors, will likely be a notable 

drag on the tourism sector, while the impact on hotels from the fall in South 

Asian visitors will be more nuanced. The recently introduced more stringent 

visa application process for Indian visitors included the need for 

documentation related to staying with friends or relatives in private homes, 

with the impact of the fall in visitors on hotels and restaurants therefore likely 

less acute. 

 

  Dubai visitors fell in February and March  

 

Source: DTCM, Emirates NBD Research 

Hotels have held up well over the first quarter, with virtually no change in 
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room rate up 1.4% at AED 647, while RevPAR was all but flat at AED 528, up from 

AED 527 in Q1 last year. Average occupancy was at 81.5%, down marginally 

from the 82.6% seen last year. 

Looking at the Tourism sub-index of the S&P Global PMI survey for Dubai, 

there has been a clear slowdown in the first quarter which averaged 54.2, 

down from 58.5 in the corresponding period last year. This is still comfortably 

above the neutral 50.0 line which delineates expansion and contraction, and 

new orders continue to grow at a robust clip. Nevertheless, it appears that 

respondents to the survey are less bullish about the coming months given the 

dip in headcount recorded in March, with the business expectations 

subcomponent ticking up from a January low but remaining down on 2024 

levels. 

 

Dubai tourism PMI still positive 

 

Source: S&P Global, Emirates NBD Research 

We still see scope for positive growth in the tourism sector this year. The 

cheaper dollar will make Dubai and the wider UAE more affordable for many 

holidaymakers following several years of erosion of purchasing power for 

visitors from almost every country globally, while the busy calendar of events 

and continued launch of new cultural and entertainment spaces in the country 

– the Guggenheim Abu Dhabi is set to open this year – will be supportive. The 

pace of growth will almost certainly be slower than that seen over the past 

several years, however. This has been reflected at Dubai International Airport 

statistics for the first quarter where y/y growth in passengers was 1.5% y/y 

with 23.4mn passengers passing through the airport. This compares with full-

year 2024 growth of 6.1%. 
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Air freight 

While growth in global air freight volumes has held up strongly to date, there is 

likely an element of importers and exporters looking to get ahead of incoming 

tariffs that have supported this expansion. In March, global cargo-tonne km 

(CTK) were up 4.4% y/y, a record growth rate for March. Asia Pacific volumes 

were up 9.6% while there was a 3.7% rise in North America CTK. The Middle 

East saw a 3.3% y/y decline, though this was likely related to the boost to 

regional air freight in the same period in 2024 when disruption to Red Sea 

shipping drove logistics firms to seek other routes.  

The UAE stands in a fairly strong position to withstand some of the expected 

fall in demand across the global industry. The advantage given by the UAE’s 

central geographical location has been further bolstered by the 

government’s pursuit of trade deals, or Comprehensive Economic 

Partnership Agreements (CEPAs) in recent years, which now cover nearly 40% 

of exports and a quarter of imports with countries as diverse as Costa Rica, 

Congo-Brazzaville, and Cambodia. Nevertheless, the pace of growth in the 

sector will likely slow this year after Dubai International handled 2.2mn tonnes 

of cargo in 2024, y/y growth of 20.5%. Full-year 2024/5 results for Emirates 

are not yet available, likely coming in the next several weeks, but H1 figures 

showed 1.2mn tonnes of cargo transported over the six-month period, y/y 

growth of 16%. While we remain positive on the outlook, Emirates noted that 

Chinese eCommerce traffic was a notable driver of that rapid expansion last 

year, and with the elevated US tariffs imposed on Chinese imports this is one 

revenue source that will likely take a hit. 

Input costs lower on balance 

In terms of input costs for the aviation sector, the outlook is somewhat mixed, 

but on balance the lower oil price environment means that costs should be 

lower this year even if a protracted global trade war would push up the cost of 

other inputs down the line. Fuel is the largest single component of airlines’ 

operating costs (around a third for Emirates in recent years) and with global 

fuel costs tracking lower, in large part a response to the heightened 

uncertainty around trade, this will soften any impact of weaker demand. The 

global average jet fuel price in the week to April 25 stood at USD 84.6/b, down 

4.8% m/m and 14.6% y/y. While there has been a substantial y/y decline in the 

crack spread (down 7.3%), we would expect average 2025 prices to track 

lower in tandem with our expectation of a lower Brent crude price this year, 

which we forecast at USD 68/b, compared with USD 80/b in 2024. 

The longer that tariffs remain in place, barring a carve-out for aviation as the 

sector is lobbying for, the greater the risk that the price of aircraft will see a 

substantial increase. Key US producers of aircraft and engines including 



  

7 
 

Boeing, GE Aerospace, and RTX have all stated that they expect to see a 

substantial rise in additional costs on the back of the current tariffs, with 

metals in particular set to feed through, and RTX estimates a hit of USD 850mn. 

These extra costs for manufacturers would inevitably feed through the value 

chain to airlines, as while they might be tempted to delay or defer their aircraft 

orders if prices rise, this would only exacerbate the existing backlog in orders 

for many companies. 

It appears that customers in China will not take delivery of aircraft they had 

ordered from Boeing in a development that could free some up for other 

customers, though this would not necessarily entail a significantly cheaper 

purchase cost for other airlines, with Emirates’ chair Sheikh Ahmed bin Saeed 

al-Maktoum pointing out at the ATM event that these aircraft would already be 

configured to the Chinese customers’ specification and livery. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

8 
 

Disclaimer 

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the publication, you signify 
you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such modifications shall be effective 
immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the publication, after modifications to the 
Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to accept the content of this Disclaimer, you 
may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this Disclaimer are expressly rejected by Emirates NBD 
and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates NBD expresses no representation or warranty of such 
accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result of the information contained in the publication. The publication 
is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related data/information provided herein are intended to serve for illustrative 
purposes. The data/information contained in the publication is not designed to initiate or conclude any transaction. In addition, the data/information contained in the publication is 
prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any other factors relevant to their determination. The publication may include 
data/information taken from stock exchanges and other sources from around the world and Emirates NBD does not guarantee the sequence, accuracy, completeness, or timeliness of 
information contained in the publication provided thereto by or obtained from unaffiliated third parties. Moreover, the provision of certain data/information in the publication may be 
subject to the terms and conditions of other agreements to which Emirates NBD is a party.  

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD of 
investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, 
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary to law or 
regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, successors, 
assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from the publication 
including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision occasioned thereby. 
(c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, OFFICERS, EMPLOYEES, 
REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL, CONSEQUENTIAL, SPECIAL, PUNITIVE, OR 
EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING 
BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR LOST BUSINESS. The information contained in the publication does not purport to contain all 
matters relevant to any particular investment or financial instrument and all statements as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the 
information contained in the publication should independently verify and check the accuracy, completeness, reliability and suitability of the information and should obtain independent 
and specific advice from appropriate professionals or experts regarding information contained in the publication. Further, references to any financial instrument or investment product is 
not intended to imply that an actual trading market exists for such instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial 
advisor.  

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or 
other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a conflict of 
interest that could affect the objectivity of this report.  

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific needs 
of recipients.  

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates NBD 
may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments and/or 
when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment activities. 
Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity 
described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is suitable, lies exclusively 
with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the information contained herein is 
not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed, compiled, prepared, revised, selected, 
and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of judgment developed and applied through 
the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All present and future rights in and to trade secrets, 
patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any governmental authority, domestic or foreign, shall, as between 
you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other lawful parties. Except as specifically permitted in writing, you acknowledge 
and agree that you may not copy or make any use of the content of the publication or any portion thereof. Except as specifically permitted in writing, you shall not use the intellectual 
property rights connected with the publication, or the names of any individual participant in, or contributor to, the content of the publication, or any variations or derivatives thereof, for 
any purpose.  

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR DISPOSITION TO, OR USE BY OR 
FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION IN 
ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE 
WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM 
WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD. THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONST RUCT A DATABASE OF ANY KIND. 
YOU MAY NOT USE THE DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO B Y YOU TO ANY THIRD PARTY. 
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS SUBSIDIARIES IN ANY MANNER 
WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN 
CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT 
YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO 
WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A 
PARTICULAR PURPOSE OR USE. You agree, at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, 
representatives, successors, and assigns from and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or 
in connection with the publication, including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, 
insertions or alterations to, or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result 
of your receiving the publication.  

 

 


