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Executive Summary

BACKGROUND

The Ministry of Transport (“Ministry”) engaged Motu to provide independent economic and
competition analysis of an application for a Joint Business Agreement (“JBA”) between Qantas
Airways (“Qantas”) and American Airlines (“American”). The application seeks authorisation for the
existing JBA that expires in March 2026, which we denote by “QAJB”. This report provides analysi

to help inform the Ministry of Transport’s advice to the Acting Minister of Transport on a prop s&y
decision about whether to authorise the QAJB. The alliance partners have applied for a f@%ar
authorisation, until 31 March 2031. \}

between New Zealand, the United States, and Australia since 2011. Although the Ing QAJB was
authorised in 2020, this itself extended on authorisations that were given in and 2011. The
nature of JBAs has changed over time. Most notably, the agreement was ded to a revenue-
sharing, “metal-neutral” agreement in June 2015. Prior to the authorisabiQn of the first JBAin 2011,
we understand Trans-Pacific routes between New Zealand and the ed States were operated
primarily by Air New Zealand and United Airlines, which are also i@ alliance.

Qantas and American have had a JBA in place to cover joint operation of Tran;l%éﬁc routes

The Civil Aviation Act 2023 (“2023 Act”) intends to improve thQG nsparency and robustness of the
process for authorising airline alliances. Under the 2023 e Minister may grant authorisation
if they are satisfied that:

e granting authorisation will contribute t &@ main purpose or any of the additional
purposes of the Civil Aviation Act; and Q,

e giving effect to the agreement wo Q'gesult, or be likely to result, in a benefit to the public
that would outweigh any Iesse%' competition.

To support the 2023 Act, the Mi introduced an assessment framework and application
guidelines. These resources are ngned for airlines to provide consistent of information, data and
analysis in applications, and le the Ministry to consistently assess applications. Under the
Ministry’s assessment frafWork, applicants are required to demonstrate the benefits of
cooperation, present ible counterfactual scenarios, and provide evidence on competition

effects and wider pl@v\/alue

Our analysis reg%%? to the new legislative context provided by the 2023 Act and the assessment
framework. <</

RELEV@% ARKETS

AJB governs both airlines” operations on routes between Australia, New Zealand, the United

<2Qa'tes, Canada, and Mexico. This assessment focuses on the effects of routes that involve New

/ealand; the effects on routes that operate directly between other countries in the alliance will
instead be the focus of analyses by the relevant competition authorities in those jurisdictions.

Under the current QAJB and previous JBAs, Qantas and American have coordinated on operating

three Trans-Pacific routes between New Zealand and the United States, specifically:

e Auckland—Los Angeles (“AKL-LAX”), which American started operating in 2016;
e Auckland—Dallas Fort Worth (“AKL-DFW”), which American started operating in 2022; and
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e Sydney—Auckland—New York (“SYD-AKL-JFK”), which Qantas started operating in 2023.

On these routes, the application argues the QAJB’s revenue-sharing arrangement (QAJB Auth
Application 1.14) incentivises cooperation and integration (5.8, 5.9), such as the 592)b)i). s 9(2)ba)i)

between the Trans-Tasman and Trans-Pacific services operated by Qantas and
American, respectively. In turn, the Applicants contend the QAJB helps to generate sufficient
additional revenue on the Trans-Pacific routes, s 9(2)(b)(i), s 9(2)(ba)(i)

Based on our analyses we identified two relevant markets for analysing the effects of the QAIB
alliance: First, between New Zealand and the United States (“Trans-Pacific”) and, second, betw IY"
New Zealand and Australia (“Trans-Tasman”). We tested more granular market definitions, s L&
Auckland versus other parts of New Zealand and sub-regions within Australia and the UnitﬁS ates,

although we found that analyses using these alternative definitions returned similaf\ ults to
those that aggregated origins and destinations at the national level. As such, we to define
the relevant markets at the national level as it is better able to capture potenti work effects.
COUNTERFACTUAL SCENARIOS &Q/

According to the Applicants, the QAJB supports connections between@us-Tasman services
operating “behind and beyond” Auckland, which in turn generate@itional revenue on the
Trans-Pacific flights operated by American. According to the A nts, this additional revenue is

s 9(2)(b)(ii), s 9(2)(ba)(i) In
the absence of QAJB, the Applicants contend thats 9(2)(b))@3(;)(ba)(i)

L

The application also notes that, in the absence om AJB, s 9(2)(b)(ii), s 9(2)(ba)(i)

). The application\éher notes that, if the QAJB is not re-authorised,

N\
Our interpretation of the Applica@ounteﬁactual implies a S92)(B)i); S 9(2)(ba)(i) in
the Trans-Pacific = and @S—Tasman markets F99%== without the QAJB.

Our analysis finds the Applic@hts’ counterfactual to be broadly plausible in terms of its direct
effects. In our propose unterfactual, however, we also allow for indirect effects, namely other
forms of cooperati d the responses of other airlines, which we expect will partly mitigate the
reduction in capgaci¥y. On this basis, our proposed counterfactual implies a reduction in capacity
of approximately=92)b)i), s 92)ba)i) on the Trans-Pacific and Trans-Tasman markets, respectively.
Although t@ tter represent somewhat smaller reductions than our interpretation of the
Applic%r}%\counterfactual, they are nonetheless significant.

s 9(2)(b)(ii), s 9(2)(ba)(i)

YTTUTABILITY OF AFFECTED ROUTES

QNe estimated the relative substitutability of Trans-Pacific routes in terms of own-price and cross-
price elasticities. The results of this analysis align with our expectations in two ways:

e Own-price elasticities were negative and had magnitudes of approximately -1.0. This aligns
with the literature and suggests airlines are setting average airfares on direct routes at
around the profit-maximising level for these routes; and

e (Cross-price elasticities were positive and had magnitudes that increased with those for
own-price elasticities. This implies that as the viability of alternative routes
(“substitutability”) increases, the demand for air-travel becomes more price-sensitive,
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In terms of the three routes affected by the QAJB, we estimate their own-price and cross-price
elasticities are broadly comparable to those for other Trans-Pacific routes. On this basis, the
sensitivity and substitutability of routes affected by QAJB are consistent with expectations.

COMPETITION EFFECTS

Data on market shares reveal Qantas / American is not the largest operator in either the Trans-
Pacific or the Trans-Tasman markets, which is instead a position that is held by Air New Zealand
and its alliance partner United Airlines. The fact that Qantas / American is not the largest airIin$~
group in either of these markets is important when considering competitive effects. This‘Es
especially relevant given Air New Zealand / United have the largest shares and operate XX an
alliance. In this context, not authorising Qantas / American to also operate under an allian¢emight
serve to increase the market share of the larger alliance, thereby reducing competitivefg ssures.

Data on market concentration suggests the Trans-Pacific is more concentrate%@vn\the Trans-
Tasman market. For Trans-Pacific routes, however, we find overall market,@s centration has
tended to fall gradually over time, especially outside of the COVID period. trend suggests the
presence of earlier JBAs between Qantas and American have not Ied@ n increase in market
concentration. In the Trans-Tasman market, market concentration a rs stable, at least outside
of the COVID period. Market concentration is slightly higher nowQ pre-COVID, possibly due to
a reduction in Trans-Tasman services being operated by Virgin (b/ays. When we consider market
concentration on the three largest Trans-Pacific routes, we fighNZ-SYD — that is, the route directly
affected by QAJB — currently has the lowest market con ﬁ'!’ation. This suggests the small effects
of the QAIJB on Trans-Tasman capacity is unlikely to h&e material implications for competition.

Although market shares and market concentratio.[kp%vide useful empirical insights into the state
of the market as it stands currently, they do n&%rovide insights into some of the broader
competitive tensions that are relevant to th@ B. In our view, there is a tension between:

e The potential for pro—competit;’@?’ects, given that QAIJB enables Qantas / American to
invest in new services and capatity, such that they can compete more effectively with the
larger and more establish@ ir New Zealand / United alliance; and

e The potential for an, @mpetitive effects, whereby QAJB gives Qantas / American an

advantage over ot%@ maller airlines — such as Delta, Jetstar, and Hawaiian — which might
otherwise, in t sence of the QAJB, expand their Trans-Pacific operations.

On the balance oféd%ce before us, we consider it more likely that the QAJB alliance is pro-
competitive. Spggi ally, we note:
. Fir\s& Wte the first JBA was signed 2011, Qantas / American has increased overall capacity
e Trans-Pacific routes. This suggests past JBAs have not hindered investment.

° @econd, since 2011, several smaller airlines, such as Delta, Jetstar, and Hawaiian, have
O?“ entered the Trans-Pacific market, contributing to a further increase in capacity.

QQ'- Third, the increase in capacity by Qantas / American and other airlines is eroding the
market share of the larger alliance operated by Air New Zealand / United.

e Fourth, timelines reveal many instances where airlines have entered new Trans-Pacific
routes. While some of these have been sustained, many have not. The ongoing evidence
of both entry and exit into the market is consistent with low barriers to entry.

e Fifth, load factors on Qantas / American services remain below those of Air New Zealand /
United. S9(2)(B)ii);'s 9(2)(ba)(i)
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On this basis, we consider it more likely the QAJB will have pro-competitive effects on the Trans-
Pacific market and positive to negligible effects on the Trans-Tasman market.

PuBLIC VALUE

Our analyses find the QAJB is likely to support frequency and capacity;s 9(2)(b)(i), s 9(2)(ba)(i)
and competition compared to a counterfactual where
it is not authorised. In this context, we consider the QAB is likely to deliver net economic value.

CONCLUSIONS {3"
Based on our analyses we find evidence the QAJB: @?‘

e Supports investment by Qantas / American and does not hinder investment by otb{?\)rlines
e Applies to a Trans-Pacific market where the pricing of routes appears to behav%a??expected
e Exists in an environment characterised by entry and exit and that implies | arriers to entry
e Contributes to a more competitive market for air travel than would otj@tise be realised

e s likely to deliver net economic value to New Zealand A



Acknowledgement and disclaimer

Acknowledgement and disclaimer

This analysis was commissioned and funded by the Ministry of Transport. The Ministry facilitated
access to the necessary data and material, including access to the Cirium database that was used to
conduct additional analysis. Professor Arthur Grimes (Motu/ Victoria University of Wellington)
provided helpful suggestions on an earlier draft. The interpretations in this report, as well as aw
errors, remain the responsibility of the authors alone.



Glossary table

Glossary table

Applicants

The airlines seeking authorisation for their cooperation, i.e. Qantas Airways and
American Airlines.

Ministry or MoT

The Ministry of Transport | Te Manata Waka.

Qantas or QF

Qantas Airways Ltd

American or AA

American Airlines

JBA Joint Business Agreement ™
QAIJB Qantas -American Airlines Joint Business Agreement . X
Metal neutral A form of agreement where partner airlines share revenues and costs on a seﬂ&\z‘
alliance regardless of which airline (“metal”) operates the flight.

Load factor

yd
Percentage of available seat capacity actually filled with paying passen Scalculated

as route revenue passengers / route capacity. N

SSNIP test

The small but significant non-transitory increase in price test (als%l(o‘wn as the
hypothetical monopolist test) is a conceptual tool used to defj levant markets
under the assessment framework. The test asks whether Ksp thetical monopolist
could profitably impose a SSNIP in a given market (Min'y-{%sof Transport, 2025b).

0O&D

Origin-and-destination: Denotes variable values that @&arived from data related to
the true origin and destination of a passenger iti ry. E.g. an O&D fare is the fare
paid by a passenger for their entire journey. <\

IATA

The International Air Transport Association is WIine trade association that sets
technical standards for airlines. It represer)§ airlines, including major carriers, from
over 120 countries. <

COVID period

relevant variables. This is define ughout this document as the period from the 1

The COVID period that is excluded f c@conometric analyses due to high volatility in the
February 2020 to 1 August 20&.5
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1 Introduction and background

Motu Research (“Motu”) have been engaged by the Ministry of Transport (“MoT“) to undertake
economic and competition analysis of an application for a joint business agreement (“JBA”)
between Qantas and American (“QAJB”). The QAJB seeks to govern the coordination of the airlines’
operations between and within Australia, New Zealand, the US, Canada, and Mexico. The foIIowir$~
sub-sections discuss the policy context (Section 1.1), the scope of our analysis (Section 1.2), thal~
application itself (Section 1.3), and the structure of our report (Section 1.4). @

1.1 Policy context '\0

In 2023, the passage of the Civil Aviation Act (“2023 Act”) introduced a new proc &Fconsidering
alliance applications, like QAJB. Compared with the previous legislative regim 2023 Act places
greater emphasis on transparency and stakeholder engagement.! This pro @seeks to ensure that
relevant commercial and public interest perspectives can be tested befgqe/%ecisions are finalised.

To support this new process, the Ministry has developed an assessr@"framework that sets out
the principles and analytical steps that will guide their advice to Minister (Ministry of Transport,
2025b). This framework requires applicants to define the rele markets, present credible
counterfactual scenarios, and provide robust evidence on wi’petition effects, public benefits, and
net impacts. The depth of analysis the assessment framé& k expects from applications will be
proportionate to individual applications, such as thes8pe of cooperation that is proposed.

Motu’s analysis feeds into the following six keyQ'_eks of the Ministry’s assessment framework:

1. Does the application, data and suppor&@information supplied by the applicants validate their
claim for authorisation? Does the @ble third-party data support their claims?

Is the counterfactual provided Q{t e airlines credible?

Have previous authorisati g)ed to material changes in market share, capacity, market
concentration and pricin@fares)?

4. Are the claimed wide efits and detriments of the alliance reasonable and is there sufficient
evidence providecQﬁ(accordance with the Assessment Framework?

5. Based on infi ion available, does the economic analysis support authorisation? Would
competition.be enhanced/promoted by including conditions in the authorisation? If so, what
conditiogsshould apply?

6. Are,%n key issues raised in submissions, e.g. the effect of other alliance and cooperation
ag(epments authorisations.

| of these assessment areas — for example, items 2, 4 and 5 — cover broad policy questions
e Ministry will address separately from Motu’s analysis. In this context, this report should be
viewed as an input into — rather than a determinant of — the Ministry’s broader policy process.

1.2 Scope of our analysis

Within the Ministry’s framework, the scope of Motu’s analysis of the QAIB covers five main topics:

! The 2023 Act, for example, requires the Minister to publish a draft Proposed Decision setting out the intention
either to grant or to decline authorisation. Interested parties then have an opportunity to make further submissions
on this draft Proposed Decision before any final determination is made.
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e First, we define and describe the relevant market(s) affected by the application. This focuses on
factors that we expect to directly shape and constrain the rivalry between airlines.

e Second, we assess potential counterfactual scenarios. This includes critically examining the
credibility of the Applicants’ proposed counterfactual and proposing our own.

e Third, we present empirical evidence on the relative substitutability of markets affected by the
application to understand whether they are behaving in the broadly expected manner.

e Fourth, we consider competitive effects under the alliance to the expected counterfactual that
would arise were the application not to be authorised.

e Fifth, we consider the net public value of the proposed alliance including a critical evalu @?of
the Applicants’” most relevant claims and other considerations. g

Analyses that fall outside the Ministry’s Assessment Framework are typically considered@of scope,
although we do draw on complementary analyses where they help address releva estions.

1.3 Overview of the application &

Qantas Airways (“Qantas”) and American Airlines (“American”) have ;ﬁﬂ%d to the Ministry for
authorisation of their alliance, or “QAJB”, for five years to Marchg./&l. This application seeks
reauthorisation for an existing JBA that expires in March 2026. T, @ isting JBA was authorised in
2020 and, in turn, extended earlier JBAs between the airlines th re previously authorised in 2015
and 2011. Under past and present JBAs, Qantas and Ameriéﬁave jointly operated Trans-Pacific
and Trans-Tasman routes between New Zealand, the Un,i{@ tates, and Australia.

The existing JBA was considered under the previomgh?ivil Aviation Act 1990. In contrast, the new
application for the QAJB has been made underi ns 195 and 199 of the 2023 Act and seeks
authorisation for Qantas and American to coorQa.a e across activities, specifically (1.8):

A

e [the coordination of schedules a entory;

e managing the Applicants’ capa@ of services;

e the sharing of revenue be% n the Applicants;

e cost reduction effort@ synergies;

o fixing tariffs; %

e joint marketin%;{(/

e frequentf chemes;

e the Appfisant’s commercial relationships with other airlines; and

. ian%{ation-sharing between the applications]
Qanta QAmerican argue the QAJB will support coordination and generate additional revenue
for, s-Pacific flights 5 92)b)(i); s 9(2)(ba)(i) In

ay, the Applicants argue that the QAIJB incentivises investment in additional capacity and/or
Qroutes. To support this claim, the application points to three existing direct NZ-US routes:

e Auckland—Los Angeles (“AKL-LAX”), which American started operating in 2016;

e Auckland—nDallas Fort Worth (“AKL-DFW”), which American started operating in 2022; and

e Sydney—Auckland—New York (“SYD-AKL-JFK”), which Qantas started operating in 2023.
Figure 1 illustrates how these routes sit within the broader network of Trans-Pacific (NZ-US and AU-
US) routes that have been operated by either Qantas or American since 2004. We can see that, at

the time the JBA was first authorised in 2011, Qantas and American operated only one route
between New Zealand and the US (AKL-LAX), compared to the three that exist now.
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Figure 1: Timeline of Trans-Pacific routes operated between NZ-US (top panel) and AU-US (bottom panel) by American and
Qantas in the period 2004-2026 (NB: Future data reflect routes that currently have authorisation to that time).
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The Applicants argue the QAJB 5 9(2)(b)(ii), s 9(2)(ba)i and compete
effectively with the alliance between Air New& land and United, which have a much larger
market share. For this reason, the Applica rgue the QAJB will be pro-competitive and confer a
range of substantial public benefits (1. specifically:
e increased capacity on Tra@k’aciﬁc routes;
e increased connectivi enhanced choice over an expanded and complementary network;
e reduced travel-ti rom direct services and coordinated schedules that reduce layovers;

e increased to ‘Q/ and trade to and within New Zealand;
e greaterac to a variety of fare products and price points;

e ani ?é)ved passenger experience due to more seamless arrangements for baggage
han and re-booking options;

. &}rdinated frequent flyer benefits, such as reciprocal lounge access; and

O% improved operating efficiencies through the integration of the Applicant’s operations.

Q@Z Report structure

The following sections of this report are organised as follows: in Section 2 we define and describe
the relevant markets; in Section 3 we consider the plausibility of the Applicant’s counterfactual
scenario; in Section 4 we discuss the substitutability of affected routes; in Section 5, we assess
competition effects; and in Section 6, we consider the net public value of the QAJB.
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2 Relevant markets

Defining relevant markets is necessary for identifying the boundaries of the analyses that we use to
assess competitive effects. An appropriate definition of the relevant market clarifies which services
and routes constrain each other, ensuring meaningful analyses under both the proposed alliance and
any potential counterfactual. This section first considers the Applicant’s claims (Section 2.1); sec rwh
defines relevant routes and markets (Section 2.2); and third, describes the relevant markets i ms
of market share, direct capacity, average fares, and load factors (Section 2.3). \}

A

2.1 Assessing the Applicants’ claims ?\
The Applicants claim it is not necessary to precisely define the relevant marketg{a® no competitive
concerns could arise relative to the counterfactual (9.1). The application , however, discuss

several locations or activities that may be of interest to the Ministry (9.3).&

The Ministry’s assessment framework, however, requires a list of m '\s and routes that may be
affected by the proposed conduct (MoT framework, para. 127) i.e. Aldngside the list of markets, the

applicants are expected to list all the air transport segments a d by the agreement. This should
include, but is not limited to, segments on all routes with igin or destination airport in New
Zealand that are operated or marketed by the appli " For this reason, we interpret the

Ministry’s assessment framework as requiring analysis “of the potential competitive effects of
alliances at varying levels of granularity, from natior@ arkets through to individual routes. That is,
we need to confirm —rather than merely assert “t\hat there are no competitive concerns.

Efforts to define relevant markets also dr '%n a conceptual policy test known as the small but
significant non-transitory increase in (“SSNIP”) test (Ministry of Transport, 2025b). This
conceptual test asks whether a hypo cal monopolist controlling a candidate market, such as a
region or route, could profitably r%&prices. If such a price raise would cause affected customers to
avoid travelling on the monopglist™ services, for example by travelling via substitute offerings, then
the market definition shoul roadened. In this way, the SSNIP test operationalises the logic of
demand substitution: Mar are drawn narrowly where passengers have few substitutes, and more
broadly where switch@ easy, ensuring that assessments reflect competitive constraints.

2.2 Definingi@%nt routes and markets

The QAJB Q\/ems both airlines” operations on routes between New Zealand, Australia, and the
United % . Under the current and previous JBAs, Qantas and American have begun operating
three s-Pacific routes between New Zealand and the United States, specifically:

O Auckland—Los Angeles (“AKL-LAX”), which American started operating in 2016;
Q e Auckland—Dallas Fort Worth (“AKL-DFW”), which American started operating in 2022; and
e Sydney—Auckland—New York (“SYD-AKL-JFK”), which Qantas started operating in 2023.

On these routes, the application argues QAJB’s revenue-sharing arrangement (1.14) incentivises
cooperation and integration (5.8, 5.9), such as the coordination of schedules between the Trans-
Tasman and Trans-Pacific services operated by Qantas and American, respectively. In turn, the
application contends the QAJB helps to generate sufficient additional revenue (“revenue
enablement”) on the Trans-Pacific routes s 92)(b)(i), s 9(2)(ba)(i)

Based on these claims and our analyses, we identify two relevant markets for the alliance routes:
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e First, between New Zealand and the United States (“Trans-Pacific”) and,

e Second, between New Zealand and Australia (“Trans-Tasman”).

We considered more granular definitions, such as Auckland versus other parts of New Zealand as
well as sub-regions within Australia and the United States. Undertaking analyses using these more
granular definitions of relevant markets, however, returned similar results to national analyses.

A national definition of relevant markets was also supported by the large number of opportunities
for switching that exist via domestic connections within New Zealand, Australia, and especially the
US. Although the AKL-DFW and SYD-AKL-JFK services connect to distinct sub-regions within the @
for example, we expect some of the demand for these services would switch from existin ns-
Pacific routes that serve the west coast of the US, such as AKL-LAX and AKL-SFO. From atter
locations, passengers have many opportunities for onwards connections to DFW JFK, for
example. Treating DFW and JFK as part of a national US market, alongside LAX an . thus helps
to capture switching between these routes. Similarly, many direct and indirect g s exist for the
Trans-Tasman market between New Zealand and Australia. In our view, definin relevant markets
at the national level will better capture the potential for switching to arise&@hese networks.

We have, however, also undertaken sensitivity testing that: &

e assesses outcomes using an alternative market definitioné@ splits Auckland out from the
rest of New Zealand; and %

e quantifies the price-responsiveness of individual r s within these national markets to
understand whether they exhibit what we mightxg\'sider to be normal behaviour.

The general purpose of these sensitivity tests was t(é(derstand the relative robustness of key
analyses to changes in how we define the reIevan&market.

We did not include, as focal routes in the ec g?etric analyses, any Trans-Pacific routes that
travelled directly to non-US destinations ex\*¢anada via the SYD-YVR route. This reflects an a priori
decision to restrict our primary analys§s ew Zealand, Australia, and the United States. The very
small number of alternative direct ]'_rgn -Pacific routes were then excluded from analysis due to the
relatively low traffic volumes travﬁbng between the primary countries of interest via ‘third’
countries e.g. Canada or Mexj ote however that alternative routings that originate in,
terminate in, or travel thro third countries are present in the data where the total annual traffic
flows from the third co@yﬁ accounts for greater than 0.05% of traffic volumes carried through the
focal routes. Q}/

A final related ¢ g?ent is warranted on the potential for cumulative effects when the QAJB is
considered her with other alliance arrangements or corporate subsidiaries. In the Trans-
Tasman t, for example, Qantas operates services with another alliance partner, namely
Emira ’s‘a d alongside a subsidiary, namely Jetstar. This raises the question of whether these
sewéjshould be treated as a part of the alliance. In our primary analyses we have chosen to
e Emirates’ Trans-Tasman services together with those of Qantas / American when analysing

e effects of QAJB, while treating Jetstar separately. We have, however, undertaken sensitivity

testing in which we also include Jetstar together with Qantas, American, and Emirates services.

2.3 Describing the relevant markets

In this section we use data to describe, or characterise, the relevant markets defined in Section 2.2
in terms of market share (Section 2.3.1), direct capacity (Section 2.3.2), average fares (Section 2.3.3),
and load factors (Section 2.3.4). We emphasise these are descriptive exercises and do not provide
conclusive evidence of the likely effects of QAJB on competition in the relevant markets, at least not
when taken in isolation from the additional information that is presented in Sections 3, 4, and 5.
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Market share

To begin, Figure 2 illustrates market share for airline groups that operate in the Trans-Pacific (left
panel) and Trans-Tasman (right panel) markets, where solid and dashed lines denote the NZ and
Auckland markets, respectively. Figure 2 reveals several interesting aspects about market shares:

First, market shares and trends for Qantas and American (“QF/AA”) are similar when defining
the relevant market as either New Zealand (solid lines) or Auckland (dashed lines). This
suggests a more granular definition of the relevant market — that splits Auckland out from
the rest of the country — does not materially affect the resulting market shares. ?“

Second, QF/AA does not hold the largest share of either of the two relevant markets t e
consider. This position is instead held by Air New Zealand and its alliance partn ited

Airlines (“NZ/UA”), which together currently hold approximately 75% and 40%&% in the
Trans-Pacific and Trans-Tasman markets, respectively.

Third, QF/AA’s market share has increased over time to around 15% an % in the Trans-
Pacific and Trans-Tasman markets, respectively. In the Trans-Pacific m t, this growth has
occurred alongside growth in “Other” airlines and as the NZ/UA sh sfallen. In the Trans-
Tasman market, QF/AA’s share has grown as that for “Other” aii@es has fallen.

Fourth, we observe strong seasonal trends in the market s of airlines operating in the
Trans-Pacific market, which appear to have grown in maggitude over time. These seasonal
trends, however, differ markedly by alliance. This sugg [liances set Trans-Pacific capacity
not just in response to demand but also the availabjtyof planes on their networks, providing
prima facie support for claims that alliances er&tﬁe lanes to be used more efficiently.

Figure 2: Trends in market share for United States (left panels) agdYstralia (right panels) for New Zealand (solid lines) and
Auckland (dotted lines) in the period 2014-2025. Market shargys defined in terms of total O&D passengers carried per month.
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Relevant markets

2.3.2 Direct capacity

Figure 3 illustrates trends in direct capacity —that is, total scheduled seats — for the Trans-Pacific
(left panel) and Trans-Tasman (right panel) markets. Overall direct capacity on the Trans-Pacific is
significantly smaller than the Trans-Tasman market, which is intuitive given the relatively shorter
distances and high levels of economic integration between New Zealand and Australia. Since circa
2010, direct capacity appears to have increased significantly in both markets.

In the Trans-Pacific market, we observe steady growth in NZ/UA capacity begins just after the
authorization of the first JBA between Qantas and American in 2011, which continued right up tov~
the COVID pandemic. Since that time, both QF/AA and “Other” airlines have increased capaci
where the latter includes services that are operated by Jetstar and Delta. On the surface,

without having yet defined a counterfactual, the data on direct capacity confirms the a risation
of the QAIB in 2011 has not led to a subsequent reduction in capacity in either mark&)

is defined in terms of total seats scheduled per month.

_— 6%

Figure 3: Trends in direct capacity between New Zealand and the United States (left panel) and Aust@ght panel). Capacity
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Q}/ COVID-19 period = QF/AA == Air NZ/JUA == JQ == VA Other

Turni ’% the larger Trans-Tasman market, we observe increases in direct capacity over time,
alt the composition of this capacity has been relatively volatile. Specifically, capacity
ered by Virgin and other airlines has fallen markedly whereas capacity operated by Air New
QZ aland, Qantas, and Jetstar has grown. Growth in the direct capacity operated by Qantas and
Jetstar has been especially rapid in the post-COVID period. Again, we observe growing seasonality
in the capacity supplied to both markets.



Relevant markets

2.3.3 Average fares

Figure 4 illustrates trends in real (inflation adjusted) average fare for the Trans-Pacific (left panel)
and Trans-Tasman (right panel) markets by airline as well as the all-carrier average (dashed).?
Average fares increased rapidly in the pre-COVID period but have since remained relatively stable.

In terms of differences between airlines, average fares on NZ/UA services were consistently higher
than the all-carrier average fare for most of the period from 2004 to 2024. This gap has, however,
closed completely in recent years. There are several potential explanations for this trend in relative

average fares that include but are not necessarily limited to: v
e Air New Zealand / United previously offered quality attributes that passengers were v@h -
to-pay more for when compared to those available on alternative airlines. @

e Qantas / American have previously priced their Trans-Pacific services at relativ@ow fares,
for example, as they seek to grow passenger volumes and boost market sh@“

e The recent increase in capacity on the Trans-Pacific market by airIine@er than Air New
Zealand / United (cf. Figure 3) has increased competition and causegrfares to converge.

Relatively low average fares for Jetstar are partly explained by the fact tiat their services tend to
operate between Sydney, Melbourne and Brisbane and Honolulu, ﬂb?hkh the flight distance is
approximately one-third shorter than that between cities in AustrQ nd the mainland US.

Figure 4: Trends in average fares between New Zealand and the United State@panel} and Australia (right panel). Average
fare is defined in terms of the true origin and destination of the passengerQ_ ary and is reported in 2025 New Zealand Dollars
(inflation adjusted).

C§ NZ-AU

$1,000

$500

Average fare (2025 NZD)

COVID-19 period = QF/AA - JQ - Other
= Air NZ/JUA == VA == All carrier avg.

In the Trans-Tasman market, Figure 4 suggests the all-carrier average fare increased gradually pre-
COVID but has since been stable. Average fares on QF/AA services have, however, tended to fall

2 We adjust nominal average fares using the New Zealand Consumer Price Index. Because exchange-rate
movements were found to have limited explanatory power, no further adjustment was made for changes in
purchasing power across the NZD, AUD, and USD currency pairs.
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Relevant markets

post-COVID, such that they are now somewhat lower than those for NZ/UA. Although average fares
for Jetstar have increased substantially post-COVID, this likely reflects the effects of discounting
that would be expected to accompany the expansion in capacity that was previously shown in
Figure 3.

2.3.4 Load factors

Figure 5 illustrates estimated trends in load factors for the Trans-Pacific (left panel) and Trans-
Tasman (right panel) markets. Average load factors hover around 70-75% in both markets.

In the Trans-Pacific market, we observe considerable seasonable variation and heterogeneity. \bv
NZ/UA, for example, achieve load factors around 75% vis-a-vis 60-65% for QF/AA. Since CO

load factors on QF/AA Trans-Pacific services appear to have a slight positive trend. This soaggésts

the increase in capacity previously illustrated in Figure 3 has been more than offset Creased
demand. A similar positive trend in load factors is apparent for “Other” airlines, whi} includes the
new AKL-LAX services being operated by Delta Airlines. In general, load factors %ss QA/AA and
“Other” appear to be gradually converging towards the levels that are achi% y NZ/UA.

Figure 5 Trends in load factors between New Zealand and the United States (left panel) an;&tmﬁa (right panel). Load factors

are defined in terms of total monthly segment passengers divided by total monthly sea acity for each route. The all-carrier
passenger-weighted average load factor is shown by the dashed grey line.
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Note: Seat capacity on each service is estimated from information on plane configurations. This information is
approximate, subject to uncertainty and measurement error, and can give rise to load factors approaching 100%.

In the Trans-Tasman market, load factors also exhibit a slight positive trend but with considerably
less heterogeneity than is evident in the Trans-Pacific market. Taken together, this load factor data
might imply the Trans-Pacific market is still in a somewhat nascent and evolving state vis-a-vis the
Trans-Tasman market, which is “thicker” —in the sense it has more capacity —and more mature.

11



3 Counterfactual scenarios

In this section, we consider potential counterfactual scenarios. The latter can be understood as
evidence-based hypothetical (“what if”) scenarios for what we might expect to happen if the QJBA
was not reauthorised. The counterfactual provides a benchmark to which we can compare outcomes
—for example, capacity — with and without the QJBA. In the following sub-sections, we describe the
Applicants’ counterfactuals (Section 3.1); verify aspects of the Applicants’ counterfactual (Section
3.2); and present our proposed alternative counterfactual (Section 3.3). @

3.1 The Applicants’ counterfactual @?‘

According to the Applicants,
The Applicants nd the

QAJB enables connections between Trans-Tasman services operating “behind a yond”
Auckland, on the Tran &lﬁc flights

operated by American. According to the Applicants,

The application notes that,

" Theapplication further notes pa¥,

Even in this

counterfactual, the Applicants

Table 1 summarises how we have interprgi@d the main effects of the Applicants’ counterfactuals
on the relevant markets. That is,

O-
@,
Table 1: Summarising our interpretatipiNg)the main effects of the Applicants’ counterfactuals on the relevant markets

Market X | Main aspects of the applicants’ counterfactual

<
Trans-Pacific Qg>/
4

AV

Tra ns—Tf&&(/

g

Ta&hygﬂlustrates our estimates of how the Applicants’ counterfactual might affect direct capacity
?; e Trans-Pacific and Trans-Tasman markets. To arrive at these estimates, we have used data
Q r2

025 and assume other airlines operating in either of these markets do not make any other
compensating changes — such as the operation of additional flights —in response to the reduction
in capacity by Qantas and American. In the following sections, we re-visit the latter assumption.




Counterfactual scenarios

s 9(2)(b)(ii), s 9(2)(ba)(i)

Direct capacity p.a.

Market Route
Factual Counterfactual | Change
AKL-LAX 44,772 s 9(2)(b)(ii), s 9(2)(ba)(i)
AKL-DFW 78,090
Trans-Pacific AKL-JFK 124,136
Other 1,209,099

Total 1,456,097 {3~
AKL-SYD 124,136 @?‘
N

Trans-Tasman | Other 8,434,611 &

Total 8,558,747
Note: The totals for AKL-LAX, AKL-DFW, and AKL-JFK represent our estimate of the direct cap %p.a. that would
be operated on these routes by the Applicants under the QAJB were it to be authorised. T&e at these
estimates, we have used actual and scheduled services for calendar year 2025. /&
3.2 Key aspects of the Applicants’ counterfactual Q§
3.2.1 Level of revenue enablement %Q

The plausibility of the Applicants’ counterfactuals 92)®)). S%@r? on the amount of revenue the
QAIJB enables on Trans-Pacific services. The Applicants ¢ AJB enables them to access the
domestic feeder network behind and beyond Aucklang, thereby improving the connectivity to the
Trans-Pacific trunk. The application, for example, i @es QAJB generates approximately of
revenue on services between AU-US and NZ—USQ“_SSZ)(D)(H), s 9(2)(ba)(i) s9(2)(b)(ii) & s9(2)(ba)(i)

We use Cirium data to verify the level of re\@:,%e-enablement claimed by the Applicants, as shown
in Figure 6 and Figure 7. The analysis dr:\ n Cirium’s Segment dataset, which reports passenger
movements by flight leg and includes@e information at the origin-and-destination (O&D) level.
O&D fares capture the fare paid f e complete passenger journeys. The segment dataset
identifies the marketing and o;@a ng airlines associated with each leg of an itinerary.

Our analysis focuses on Améj{gén Airlines—operated Trans-Pacific trunk routes (AKL—LAX, AKL—
DFW, and AKL—JFK) an Itnates the share of passengers and O&D revenue attributable to Qantas
Group marketing or r activity. Two forms of enablement were distinguished:

. Marketi%%venue enablement (MRE): revenue from passengers booked onto an AA-
er Q/ light under a QF or JQ marketing code; and

op
N fk revenue enablement: revenue from passengers travelling on a QF or JQ ‘behind’ leg
ﬁx onnect to an AA Trans-Pacific service. This includes domestic feeders operated by JQ and
?gi‘hternational feeders (Trans-Tasman) potentially operated by QF.

ork revenue enablement is inherently asymmetric. “Behind” enablement refers to feeder
Qtrafﬁc from the home market into the long-haul service, while “beyond” enablement refers to
onward travel from the gateway using the partner airline’s network. The beyond network is
advantageous but not essential, whereas the behind network is critical to sustaining long-haul
services. The U.S. domestic air travel market is large and well-developed, offering many options for
passengers connecting beyond the gateway. By contrast, the availability of feed into the long-haul
service from Qantas’ domestic network plays a more central role in the viability of American’s
Trans-Pacific operations. For this reason our network revenue enablement analysis focused on
feeder (‘behind’) revenue enablement (FRE) only. Monthly series of marketing and network
revenue enablement shares were produced by route, providing an empirical indication of the
extent to which Qantas” domestic market presence supports the American’s long-haul operations.
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Figure 6: Marketing revenue enablement (MRE) of Trans-Pacific trunk lines operated by American Airlines. MRE is defined as the
proportion of passenger origin-and-destination (O&D) revenue on the AA-operated Trans-Pacific segments where QF was the
marketing airline. AA-operated routes between Australia and the US are collectively shown by the dashed grey lines. The
horizontal lines report the all-route, all-time passenger-weighted average MRE for Australia and New Zealand.
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Figure 7: Feeder revenue enablement (“FRE”) of Trans-Pacifi ﬁk lines operated by American Airlines. FRE is defined as the
proportion of passenger O&D revenue on the AA-operated& s-Pacific segments that originate from a QF ‘behind’ feeder

route. For example, the proportion of O&D revenue ge d by passengers travelling AKL-LAX who arrived at AKL via a QF or
JQ operated leg. AA-operated routes between Austrgh& d the US are collectively shown by the dashed grey lines. The
horizontal lines report the all-route, all-time pas. -weighted average FRE for Australia and New Zealand.
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Notes: The graph is vertically truncated as some AU-US Trans-Pacific flights during the COVID-19 period were filled
exclusively with QF/JQ feeder traffic.
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Counterfactual scenarios

Although the average percentages for MRE and FRE shown in Figure 6 and Figure 7 are 5 9(2)(b)(i), s
we note: S2)oajn

e MRE and FRE are only proxies for revenue-enablement and do not measure the actual
contribution of QAJB to revenue on American’s Trans-Pacific routes, which is instead defined
by the revenue-sharing agreement between the airlines.

e The Applicants’ data also reports bi-directional network enablement, which including the
benefits of the ‘beyond’ network of the destination domestic partner (NB: We chose to
verify only the enablement arising from the ‘behind’ or feeder network).

e The data supplied by the Applicants indicateds 9(2)b)(i), s 9(2)(ba)() @

. For the latter, our est@ s of
MRE and FRE are much closer to the Applicants” enablement estimates. &\)

On balance, our analyses confirm that s 9(2)(b)(i), s 9(2)(ba)(i) &

@?‘
K&
A
X
3.2.2 \Viability of affected services Q

The second aspect of the Applicant’s counterfactual that w nsider is the financial viability of

affected services. The key question here is whether, in thz Q&’hce of the QAIJB, the?b9()%_))(b)(ii), s 9(2)
a)l

We note upfront that we do not directly observe fin@nal viability and, as such, this is not something
that we can verify directly. That said, we see@eral reasons to expect the Trans-Pacific routes
currently being operated by American ares %‘({J ii), s 9(2)(ba)(i) , specifically:

e As both the AKL-DFW and SYDx \-JFK routes have been established quite recently, the
demand for these services stil@pears to be ramping up. This ongoing ramp-up in demand
can be seeninthedatao rket shares illustrated in Figure 2, for example.

e The data on load fact @resented in Figure 5 suggests that Qantas and American currently
achieve load factoé(at are significantly below those achieved by Air New Zealand and
United. 5 9(2)(b)(iy )(ba)(i)

Moreover, timelin@éntry and exit in the Trans-Pacific market — by both Qantas / American and
other airlines pe ure 1 and Figure 8, respectively — reveal a relatively dynamic competitive
environment, Qyer time, we observe an increase in the number of direct routes operated between
NZ-US as \&s several examples of various airlines entering to test new direct connections.

In add'@:&ﬁ to the direct routes that are currently operating, the timelines in Figure 1 and Figure 8
ingh ?fe that — since 2004 — several airlines have both entered and subsequently exited from the
wing direct Trans-Pacific routes:

e Qantas: Sydney-Orlando (SYD-MCO), Sydney-Las Vegas (SYD-LAS), Melbourne-New York
(MEL-JFK), Darwin--Los Angeles (DLW-LAX), and Brisbane-San Francisco (BNE-SFO).

e American: Auckland-New York (AKL-JFK), Sydney-Las Vegas (SYD-LAS)

* The connections provided by the respective airlines’ domestic networks and associated marketing/sales
capabilities also supports the choice to define relevant markets at a national level, that is, NZ-US and NZ-AU.
Specifically, S19(2)(B)i)}S9(2)(ba)(i) arising under the QAIB reflects the importance of domestic
connections, which can help funnel domestic passengers and boost load factors on onwards Trans-Pacific flights.
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Counterfactual scenarios

e Air New Zealand / United: Christchurch-Los Angeles (CHC-LAX), Auckland-Chicago (AKL-ORD),
Sydney-Chicago (SYD-ORD), Darwin- (DRW-RIV), Darwin-Ontario (DRW-ONT), and Brisbane-
Los Angeles (BNE-LAX)

e Other: Sydney-Seattle (SYD-SEA), Sydney-New York (SYD-JFK), Brisbane-Honolulu (BNE-HNL),
and Sydney-Atlanta (SYD-ATL).

Since 2004, airlines appear to have entered and subsequently exited from approximately 17 routes
in the Trans-Pacific market between NZ-US and AU-US, compared to the 27 routes that are
currently operating. The relatively high “exit rate” of routes (i.e. those routes that are entered b
subsequently exited) implies the ongoing viability of Trans-Pacific services s 9(2)(b)ii), s 9(2)(ba)(i) ?“
and that existing airlines face somewhat modest barriers to entry on new routes.

Figure 8: Timeline of Trans-Pacific routes operated between NZ-US (top panel) and AU-US (bottom panel) by Né&md Other
airlines in the period 2004-2026 (NB: Future data reflect routes that currently have authorisation to that tj
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Moreover, wewote Auckland and New Zealand are relatively small markets compared to other
Iong—hag{S inations where American currently operate direct services in Asia and Oceania, such
asTo eoul, and Sydney. 5 9(2)(b)(i), s 9(2)(ba)(i)

v

Q@Tbalance, the direct effects of the Applicants’ counterfactual — s 92)®)i), s 9(2)(ba)()

— strikes us as plausible. The
recent establishment of several routes, their comparably low load factors, regular instances of entry
and exit, and Auckland / New Zealand’s small size compared to American’s other destinations in the
Asia Pacific region 5 9(2)(b)(i), s 9(2)(ba)()

3.2.3 Other forms of cooperation

We also considered the plausibility of the Applicants’” counterfactual under other (weaker) forms of
cooperation, such as code-sharing agreements. As noted in the Application, §9(2)(b)ii), s 9(2)(ba)(i)
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Counterfactual scenarios

The key question with this aspect of the counterfactual is whether other forms of cooperation would
generate sufficient revenues 9(2)(b)(i), s 9(2)(ba)(i) .To
answer this question, we consider the composition of the Trans-Pacific market between New Zealand
and the US. Currently, direct services break down as follows:

e The Air New Zealand / United alliance operates services on six direct routes, namely CHC-
SFO, AKL-SFO, AKL-LAX, AKL-JFK, AKL-IAH, and AKL-HNL per Figure 8.

e The Qantas / American alliance operates services on three direct routes, namely AKL-LAX,
AKL-DFW, and SYD-AKL-JFK per Figure 1

e Other airlines operate on two direct routes, namely AKL-LAX (Delta) and AKL-HNL (Ha \b’h)

per Figure 8.
Of the 11 direct routes in the Trans-Pacific market, 9 are operated under alliance arranggents
compared to two that are not. Of the latter, Hawaiian’s AKL-HNL has a code share gement
with Qantas whereas Delta’s AKL-LAX service does not have any cooperation ar ment.

Although Delta’s AKL-LAX service indicates that direct Trans-Pacific flights,tﬁ(gb US mainland might
be viable even without any alliance or code share arrangements, we notge this service only started
in October 2023 and as such is relatively new. Given the relatively higét rate noted in Section
3.2.2, we suggest it is too soon to assess whether this service will in viable.

On balance, evidence on the composition of the market sugg%%at, at the present time, other
forms of cooperation are 5 9(2)(b)(i), s 9(2)(ba)(i)

. That said, other fopﬁng cooperation could possibly help to
mitigate some of the reductions in capacity assouatﬁwth the counterfactual. We explore this
question further when developing our proposed & erfactual in Section 3.3.

,\Q~

The Applicants’ counterfactual does no S|der a question that we consider to be relevant to the
Ministry’s process. That is, if QA_IB t re-authorised and assuming Qantas / American did
withdraw or reduce services, the at might be the next best response by other airlines?

3.2.4 Response of other airlines

We note the two other Iarge%/ airlines, namely United and Delta, are already present in the
Trans-Pacific market. Air Né’@ ealand / United, for example, have operated Trans-Pacific services
under an alliance that an{ ates that for Qantas / American. Similarly, and as noted above, Delta
has recently entere rans-Pacific market with direct AKL-LAX services. Due to the relatively
small size of oth r@ﬁ airlines that currently operate internationally as well as the relatively long
distances inv “& in operating Trans-Pacific services to New Zealand, we consider entry from
other US ai S to be somewhat unlikely, at least in the short to medium term.

As suc 'ixfa\rz)(bxu) s 9(2)(ba)()
, We expect any potential response is most likely to originate in the other two
ng carriers that currently operate Trans-Pacific services. Table 3 summaries other airlines that
Q?; currently present on each of the three Trans-Pacific routes affected by the QAJB.

Table 3: Summarising the potential response of other airlines to a counterfactual where QAJB was not authorised

Route Other airlines present

AKL-LAX Air New Zealand / United alliance
Delta

AKL-DFW -

SYD-AKL-JFK Air New Zealand / United alliance

Considering the AKL-LAX service first, we observe two other airlines are present, which could
increase capacity. Air New Zealand / United, for example, already operate 1-2 services per day
between AKL-LAX, which —59(2)(b)(ii), s 9(2)(ba)(i) —could conceivably be increased
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to 2 services per day on a regular basis. Similarly, Delta experiences similar demand profiles to

American and could plausibly look to boost capacity on these flights in the future. On this basis,

there would seem to be options for either of these two airlines to increase capacity 5 9(2)(b)(ii), s 9(2)
in the event it was profitable to do so0

In contrast, no other airlines currently operate AKL-DFW and nor is DFW a major hub for either
United or Delta. This seems likely to reduce the ability for these airlines to respond to the

s 9(2)(b)(ii), s 9(2)(ba)(i) by entering this specific route. Instead, the best response of other
airlines to the S'9(2)b)i); s 9(2)(ba)(i) is likely to be to offer connections that
help to funnel domestic passengers onto their other existing routes, such as AKL-LAX and AKL-

For SYD-AKL-JFK, Air New Zealand / United is the only other airline present. We understan %
service currently operates three days per week, which may suggest there is the potenti

increase capacity should s 9(2)(b)i), s 9(2)(ba)(i) make it profitable to do so. On the hand,
given Air New Zealand / United is the only other airline operating this route, they face weaker
incentives to increase capacity and instead find it more profitable to respond %mitional demand
arising from s 9(2)(6)(ii), s 9(2)(ba)(i) by increasing fares or spreadingif over other services.

3.3 Our proposed counterfactual Q§

On the balance of evidence, we consider the Applicants’ propose Qnterfactual presents
plausible direct responses to a scenario in which the QAJB was re-authorised. 5 9(2){b)(i); s 9(2)

?" (ba)(i)
&

We estimate the combined direct effects of these reEB%nsess 9(2)(b)(ii), s 9(2)(ba)(i)

<\ We have broadly
verified the level of revenue-enablement attrj Q'ed to the QAJB and the 5 9(2)(b)(i), s 9(2)(ba)(i)
of affected services. In general, evidence su@)rts the direct effects articulated in the Applicants’
proposed counterfactual.

N\
Where we diverge somewhat frommﬁ)plicants’ counterfactual is in the indirect, or secondary,
effects of QAJB not being authoriQi!. First, we consider it likely that —in the absence of the QAJB —
Qantas / American would pu and secure other forms of cooperation that serve to partly

mitigate the loss of revenuéAW¥e note both airlines are members of the One World alliance, for
example. Second, we ¢ er it likely that, in a scenario where Qantas / American withdraw or
reduce Trans-Pacifi ices, other airlines — such as Delta and Air New Zealand / United or even

possibly Hawaiia Jetstar — could possibly respond by increasing capacity on other Trans-Pacific
routes. Altho 'ﬁQve do not anticipate these two indirect secondary effects to fully offset the loss
of capacity ifhe absence of the QAIB, we consider they would at least mitigate some of the loss in
revenue@( antas / American and/or subsequent implications for capacity.

The nitude of these indirect responses seems likely to be route-specific. In the absence of
nce, we have arrived at our proposed counterfactual based on the following assumptions:

Q e For AKL-LAX, we expect other airlines such as Air New Zealand / United and/or Delta would
respond by increasing supplied capacity 5 9(2)b)(i), s 9(2)(ba)(i)

o S 92)(b)(i), s 9(2)(ba)(i)

e For SYD-AKL-JFK, we expect that a combination of increased capacity from Air New Zealand
/ United as well as other forms of cooperation would contribute tos 9(2)b)i), s 9(2)(ba)(i)
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Table 4 summarises the implications of these assumptions compared to the counterfactual inferred

from the Application in Section 3.1. Whereas our interpretation of the Applicants’ counterfactual
implies

Table 4: Comparing our interpretation of the Applicants’ counterfactual to our proposed counterfactual

Counterfactuals Change
Market Route Factual
Inferred Proposed Inferred | Proposed
AKL-LAX 44,772
AKL-DFW 78,090
Trans-
Pacific AKL-JFK 124,136 \)
Other 1,209,099 A
Total 1,456,097 \g
AKL-SYD 124,136
Trans- I her 8,434,611
Tasman
Total 8,558,747

Our proposed counterfactual seeks to describe plausible outcome
where QAJB was not authorised and accounting for direct and i

er a hypothetical scenario
ct effects. In this scenario, we

R Although we agree this will have direct negative effec%o in the Trans-Pacific market, we 35(92(;(?,2;)(:
Ség(m))g'))(i) expect this| " to be partly mitigated by indir@ econdary effects, such as other forms of

cooperation and responses by other airlines.P
' underourproposed cou& actual is somewhat smaller than that inferred

from the Application| — but nonethel s@naterial.
s9(2)(b)(ii) & s9(2)(ba)(i) @\
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4 Substitutability of affected routes

We now analyse the substitutability of individual routes within the wider Trans-Pacific market. The
purpose of this analysis is to understand whether routes in this market are behaving in a normal
manner. To do so, we characterise the behaviour of routes to changes in the price of direct services
vis-a-vis indirect services. The following sections present our conceptual approach (Section 4.1),
outline the model and data (Section 4.2), and summarise our results (Section 4.3).

4.1 Conceptual approach ?\l‘v

Our conceptual approach relies on the economic concepts of “own-price” and “cross-pri
elasticities of demand. Here, the own-price elasticity (a,) measures the effect of a ch gbin direct
airfares on the demand for the direct route. In contrast, the “cross-price elasticity” (é?rmeasures
the effect of a change in direct airfares on the demand for indirect routes. v

Intuitively, we expect own-price elasticities of demand to be negative, aod& atis, if the airfare
increases for travelling via the direct route, then the demand for the dir ute will decrease,
holding other factors constant. Empirical studies report own-price el %{ies @, < —1.00.°In
contrast, we expect cross-price elasticities to be positive @, > 0. T plies that if direct airfares
were to increase, then the demand for indirect routes would in se.® Together, the own-price
and cross-price elasticities contain useful information on th a&nt to which airfares affect the
demand for travel via direct vis-a-vis indirect routes. Tha&@erall patterns of substitutability.

Importantly, although own-price and cross-price elas f('ties measure two distinct effects of a
change in airfares, they are also somewhat linked. might expect, for example, the own-price
elasticity to be more negative (i.e. the demandQ.L irect travel to be more price-sensitive) on
those routes where indirect routes are am &iable substitute, i.e. where the cross-price elasticity
is larger. This link between the two meas@s implies a negative relationship between own-price
and cross-price elasticities: Demand f@rect routes will tend to be more price-sensitive (as

measured by a larger, or more ne a:@e, own-price elasticity) in those situations where indirect
routes are more viable alternatjye${as measured by a larger cross-price elasticity).

cross-price elasticities for Trans-Pacific routes between NZ-US, we
her this market is behaving in a manner that is broadly expected.

By estimating the own-pric
can begin to understan%(/

4.2 Model and NG

The following s@&ions explain how we estimate own-price and cross-price elasticities for routes in
the Trans-P market by combining an empirical model (Section 4.2.1) with data (Section 4.2.2).

4.2.1 del

Tn, let DA and DB denote the bi-directional demand to travel direct (4) and indirect (B),
spectively, on route r in month t. Moreover, let us use P/} and P5 to denote the average airfare
o travel using direct and indirect routes, respectively. We could then use the following simple log-
log model to estimate the own-price and cross-price elasticities of the demand for travel:’

5 This implies that a doubling of the direct airfare would cause the demand to travel direct to approximately halve.
Empirical estimates of the own-price elasticity of the demand for air travel tend to be slightly larger in magnitude.
See, for example, Perera, S., & Tan, D. (2019). In search of the “Right Price” for air travel: First steps towards
estimating granular price-demand elasticity. Transportation Research Part A: Policy and Practice, 130, 557-569.

& The magnitude of cross-price elasticities is variable as it depends on the size of the direct and indirect routes.

7 A log-log model formulation is convenient because it allows us to derive constant elasticities, which are simple to
interpret and apply and readily compared to estimates drawn from the existing literature.
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Substitutability of affected routes

InD4 = a2 InPh + a2 InPE

InDE =alInP4i + a2 InPE

Here, a2 and aZ denote the own-price elasticities of demand to travel via direct and indirect
routes, respectively, whereas @ and aZ denote the cross-price elasticities of demand. Of these
parameters, we are primarily interested in aZ and @2, which measure the own-price elasticity of a
change in demand for direct travel and the cross-price elasticity of the demand for indirect travel.

Of course, airfares are not the only factor that affect the demand for travel via direct or indirect ?“
routes. For this reason, we extend the simple model above to include additional controls for; ?\l‘
\ﬁ%vel of

e Individual effects for routes, 2 and 62, which help to control for differences in
demand on individual routes. &

e Individual effects for months, §# and 62, which help to control for seaso%&'lfferences in
demand. We interact these monthly terms with the individual route eff@?‘ Aand §Z, such
that each route can have its own monthly (“seasonal”) pattern.

e Othertime-varying factors, such as macroeconomic conditions, ygh’éh affect overall demand.
To control for these effects, we use a non-parametric, non—IinQ.L pline model s(t).

When estimating this model, we also allow for the own-price an‘d,gQ s-price elasticities of interest
—that is, a4 and a? — to vary with route, r. This essentially al each individual direct route to
have a different own- and cross-price elasticity. Formally, & odel specification becomes:

InDA = a2 InPj + a2 InPE + (16(5{‘ + BA. InPA)SA + sA(t)
InDE = aBInPA + aIn p;{@ + 68 + BB InPA)SE + sB(0)

Where the two interaction terms in brack&®= that is, (1 + 62 + 4. In P4)52 and

(1 + 62 + BE.In P4)SE are of criticakiortance because they allow the individual effects of
months and airfares to vary by ro For an individual route, r;, the total own-price and cross-
price elasticities are given by a4 ¥ ag + B4y, and ag, = af + B&, . That s, the estimated
population-level elasticities he relevant route-level elasticities.

As we have limited da;ydefine 84, 68, af., aB., 62, and 8B as varying (“random”) effects,
which helps to guar Inst the risk of over-fitting. We also address endogeneity by
instrumenting theé’variables, In P4 and In PB, using foreign exchange rates, specifically the
USD:NZD and USb:AUD cross-rates. Our identifying assumption is the latter represent exogenous
shockstod d that enable the model to isolate the effects of changes in airfares.

We estj \te the above two linear models simultaneously, allowing for residual correlations

betv&?ﬁhe two equations. We also estimate the models in a Bayesian setting, which enables us
@orporate prior information on the sign and magnitude of the own-price and cross-price
sticities. Specifically, we impose priors a2, a8 ~N(—1.25,0.25) and a2, ¢ ~N(0.20,0.10). To

mitigate the influence of unusual observations, we let the response variable follow a Student’s-t

distribution and allow for heteroskedastic variance, i.e. cluster by month and route.

4.2.2 Data

This analysis relied primarily on data sourced from Cirium, a commercial aviation intelligence
provider. The Cirium FM Trafficc FM Segments, and Schedules datasets together provide
comprehensive coverage of international and domestic aviation activity.

These data allow us to track monthly traffic flows, passenger volumes, fares, and scheduled capacity
at the route and carrier level. Traffic and segment data are available from 2014, while schedule data
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extend back to 2004. Together, these datasets provide a consistent and comparable view across
markets. This enables meaningful benchmarking of routes covered by the JBA against substitute
routes in relevant markets and supports the development of robust substitution models.

Our model distinguishes two measures of demand. The D/ variable denotes the number of
passengers travelling directly on the focal route. Similarly, the D variable denotes the number of
passengers travelling on alternative itineraries that connect the endpoints of the focal route through
one or more intermediate gateways. These measures were derived from separate Cirium datasets:

e Direct (A) routes were constructed using FM Segments data. Segment records capture the
total number of revenue passengers travelling on each operated flight leg, inclu@ing
passengers connecting from other flights.

e Indirect (B) routes were constructed using FM Traffic data. Traffic data descri omplete
itineraries between a passenger’s true origin and destination (O&D). Pa&érs were
assigned to the relevant route-pair whenever their itinerary included bo dpoints of the
focal market but did not travel the direct focal route. We included pas ers originating in,
connecting to, or travelling through ‘third’ countries (i.e. outside N aland, Australia, and
the United States) where those third countries accounted for mg@ than 0.05% of total traffic

flows. Q~

Both datasets include average O&D fares, allowing consistent tr ent of pricing variables.

The extended COVID-19 period, during which government r &tions significantly reduced
international air travel, spanned February 2020 to Augus 3. Because this period does not
represent stable market conditions, it was excluded frqn conometric analyses.®

While Cirium coverage is both detailed and comp&l@\sive these datasets have certain limitations
that readers should consider alongside our an Q;.s

e (Cirium use a ‘traffic and fare\@e hodology model’ to generate passenger and fare
estimates where data cover Is incomplete. In the markets we examined, this model
appears to under report i aries sold by airlines (‘Marketing Carriers’) on flights they
do not operate. 4

e Unless an airline pro ' specific seat counts associated with their aircraft configuration,
Cirium total seat daB flects the default seat count for the scheduled equipment type. As
such, reported ities (and load factors) should be treated as close approximations.

e Fare classzyvot reliably reported. Tickets are assigned to fare classes using IATA RBDs
(Reservati ooking Designators). However, all relevant airlines applied RBDs inconsistently
with | standards. This limitation was the primary reason our analysis was aggregated
acr are classes.

&\Mm Traffic data include itineraries with up to two intermediate stops. Three-or-more-stop
C1'%ineraries cannot be re-integrated. We expect the extent of omitted passenger on three-or-
O more stop itineraries is small in magnitude.

QCirium data were supplemented with airport location data sourced from OurAirports while daily
exchange rate data was sourced from the Reserve Bank of New Zealand.
4.3 Results

Table 5 summarises the estimated own-price and cross-price elasticities that we find when
estimating the model described in Section 4.2.1 using the data described in Section 4.2.2. Here we
order routes from the highest to lowest cross-price elasticity and bold those affected by QAJB.

8 For completeness and transparency, we present time-series including the COVID-affected period. Consideration
of post-COVID recovery patterns in capacity and demand are discussed separately in the report.
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Table 5: Estimated own-price and cross-price elasticities for routes in the Trans-Pacific market between NZ and US

Own-price elasticities Cross-price elasticities

Route Mean s.e. Cllow | Clhigh | Mean s.e. Cllow | Clhigh
AKL-LAX -1.50 | 0.24 -1.90 -1.10 0.52 0.10 0.35 0.69
AKL-DFW -1.10 | 0.33 -1.65 -0.55 0.33 0.16 0.07 0.58
AKL-SFO -1.23 | 0.24 -1.63 -0.84 0.30 0.11 0.13 0.47
AKL-ORD -1.17 | 0.30 -1.68 -0.67 0.29 0.13 0.08 0.52
CHC-SFO -1.19 [ 0.33 -1.72 -0.66 0.29 0.15 0.03 0.54
AKL-JFK -1.00 | 0.33 -1.51 -0.43 0.25 0.14 0.01 0.48 \bv
AKL-HNL -1.27 | 0.26 -1.71 -0.84 0.19 0.11 0.02 0.37 @V
AKL-IAH -0.76 | 0.25 -1.17 -0.36 0.11 0.10 -0.06 0.28 0

In Figure 9, we then plot the own-price elasticities (vertical axis) versus the cross-pri ﬂasticities
(horizontal axis) along with their 90% credibility intervals. The resulting negativ tionship aligns
with the intuition presented in Section 4.1: That is, demand for direct routes t:&s to be more
price-sensitive (as measured by a larger, or more negative, own-price elas, '&y) when indirect
routes represent a more viable alternative (as measured by a larger cro&ﬁ-price elasticity).

Figure 9: Estimated own-price elasticities (vertical axis) and cross-price elasticities (h, tal axis) for individual routes in the
Trans-Pacific market. The blue shaded ellipses denote the 90% credibility interval\ point estimates.
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e eight own-price elasticities that we estimate, all but one have mid-point estimates below -
<21.0. The exception is AKL-IAH, although even the latter’s own-price elasticity has 90% Cls that
extend to include -1.0. And, whereas estimated own- and cross-price elasticities vary in magnitude
between routes, we observe considerable overlap in the coverage of the 90% Cls of the estimates.

On balance, these results suggest routes in the Trans-Pacific market between NZ-US are responding
to changes in airfares for direct vis-a-vis indirect routes in ways that align with our expectations.
Own-price elasticities with magnitudes that are around -1.0, for example, suggest the airlines are
likely to be charging the revenue maximising airfare. Above this point, any additional revenue that
might be raised from further increase in airfares would be broadly offset by reduced demand.
Moreover, we find own-price elasticities for direct travel are larger in magnitude on those routes
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where we also find larger cross-price elasticities for indirect travel. We interpret the results of this
analysis as evidence the Trans-Pacific market is exhibiting generally expected responses to airfares.
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5 Competitive effects

In this section, we consider whether the QAJB may change the level and nature of competition in the
market. Whereas coordination under the QAJB can increase demand and generate efficiencies that
help these airlines to sustain 59(2)(b)(i), s 9(2)(ba)(i) in a market where they are not the largest
operator, it can also reduce competitive pressure given that Qantas and American will no longer act
as independent rivals and possibly discourage entry. In this section, we consider how the QJBA is
likely to affect competition. First, we consider market shares (Section 5.1); second, levels of mi[L?t
concentration (Section 5.2), and third, broader competitiveness tensions (Section 5.3).

5.1 Market shares 0

The relative market shares in Figure 2 reveal Qantas / American is not the largest o Qator in either
the Trans-Pacific or the Trans-Tasman markets, which is instead a position that&ld by Air New
Zealand and its alliance partner United Airlines. The fact that Qantas / Am r@ is not the largest
airline group in either of these markets is important when considering ¢ titive effects. This is
especially relevant given Air New Zealand / United have the largest share§\and operate in an alliance.
In this context, not authorising Qantas / American to also operate an alliance might serve to
increase the market share of an even larger alliance, thereby re(@ competitive pressures.

5.2 Market concentration v
Figure 10 illustrates trends in market concentration féf‘the Trans-Pacific (right panel) and Trans-
Tasman (left panel) from 2014-2025. O

Figure 10: Trends in market concentration index (“HHI") fo&d States (left panel) and Australia (right panel) for major
routes 2014-2025. Passenger-weighted average HHI acre% I'routes in each market is denoted in solid black.

| R
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COVID-19 period = NZ-US NZ-LAX = NZ-AU = NZ-SYD
= NZ-JFK = NZ-DFW = NZ-MEL = NZ-SEQ

Here, we measure concentration using the Hirschman-Herfindahl Index (“HHI”), as the sum of the
squared market shares of all firms in a market. Higher HHI values indicate greater concentration
with scores above 1,800 generally considered to reflect a more concentrated and less competitive
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market.® The HHI suggests the Trans-Pacific (right panel) is more concentrated than the Trans-
Tasman market (left panel). For Trans-Pacific routes, we find overall market concentration has
tended to fall gradually over time, especially before and after the COVID period. This trend suggests
the presence of earlier JBAs between Qantas and American have not led to an increase in market
concentration. At the level of individual routes, Figure 10 suggests market concentration on the NZ-
LAX and NZ-DFW routes have tended to fall over time whereas that for the NZ-JFK route has
increased slightly over time. Our investigations found the latter trend is explained by passengers
diverting from myriad indirect routes via Australia to instead concentrate on new direct routes
operating via Auckland. In this context, higher market concentration on the NZ-JFK route simply ?“
reflects the benefits of direct services rather than disbenefits from reduced competition. On ‘l‘
balance, market concentration in the Trans-Pacific market appears to be declining, which ?
with the overall trends in market share previously illustrated in Figure 2. &\)

In the Trans-Tasman market, market concentration appears to have remained stabl er time at
least outside of the COVID period. Market concentration is slightly higher now t %was pre-
COVID, which is likely to reflect a reduction in Trans-Tasman services being ed by Virgin
Airways.° Of the three largest Trans-Pacific routes, NZ-SYD currently has ﬂ\%ﬁwest HHI. This
further confirms that the effects of the QAJB on the Trans-Tasman ma — specifically, a
reduction in capacity on SYD-AKL-JFK —is unlikely to have material eﬁgktf?on competition.

X
5.3 Competitive tensions é

Although market shares and market concentration provk{?&e‘ful quantitative insights into the
state of the market as it stands currently, they do not gapture some of the broader competitive
tensions that are relevant to the QAJB. In our view, @ e is a competitive tension between:

e The potential for pro-competitive eﬁe? iven that QAJB enables Qantas / American to
invest in new services and capacity, that they can compete more effectively with the
larger and more established Air N ealand / United alliance; and

e The potential for anti-comp e effects, whereby QAJB gives Qantas / American an
advantage over other smw airlines — such as Delta, Jetstar, and Hawaiian — which might
otherwise, in the abse the QAIJB, choose to expand their Trans-Pacific operations.

On the balance of evidence&()re us, we consider it more likely that the QAJB alliance is pro-
competitive. Specifically(;\kenote:

e First, since st JBA was signed 2011, Qantas / American has increased overall capacity
ontheTr acific routes. This suggests past JBAs have not hindered investment.

e Seco %nce 2011 several smaller airlines, such as Delta, Jetstar, and Hawaiian, have
e the Trans-Pacific market, contributing to a further increase in capacity.

. ’ﬁ}rd the increase in capacity by Qantas / American and other airlines is serving to erode the
Cgnarket share of the larger alliance operated by Air New Zealand / United.

Q_ Fourth, timelines reveal many instances where airlines have entered new Trans-Pacific
Q routes. While some of these have been sustained, many have not. In our view, recent
evidence of both entry and exit into the market seems consistent with low barriers to entry,

relatively marginal profitability, and a broadly competitive market.

e Fifth, load factors on Qantas / American services remain below those of Air New Zealand /
United. S9(2)(B)ii);'s 9(2)(ba)(i)

2 We can calculate HHI both at the level of whole markets and for individual routes.
10 This would also explain the reduction in market share for “Other” airlines shown in the right panel of Error!
Reference source not found..
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On this basis, we consider it more likely the QAJB will have pro-competitive effects on the Trans-
Pacific market and positive to negligible effects on the Trans-Tasman market.
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6 Publicvalue

6.1 Net public value

The results of our analysis suggest authorisation of the QAJB will deliver net public value, arising
primarily via the following channels:

e Increased capacity. Our analysis finds the QAIJB is likely to incentivise Qantas / Americ
invest in new or additional services and contribute to an overall increase in capaci the
Trans-Pacific, and to a lesser extent the Trans-Tasman market.

e Increased competition. Our analysis suggests earlier iterations of the QAJ e enabled
Qantas / American to invest in new routes and increased services that otherwise be
marginal. In turn, this has increased overall competition on the affecteé&?kets.

Our analyses find the QAJB is likely to support frequency and capacity; s 9(2@0, s 9(2)(ba)(i)

and competition compare a counterfactual where
it is not authorised. In this context, we consider the QAB is likely to r net public value.

6.2 Other considerations %Q

In arriving at these conclusions, we acknowledge that effer,%n competition are complex and
depend on the best responses of other airlines, which éﬁﬂot be readily observed nor easily
verified. It is possible the QAJB facilitates increased j éstment by Qantas / American but
discourages investment by other smaller airlines dggas Delta, Jetstar, and Hawaiian.

In weighing up the balance of effects, we co %it important to note the significant difference in
the scale of Air New Zealand / United vis-a\X}s’Qantas / American vis-a-vis other airlines. Put simply,
we think the pro-competitive effects @B — by enabling Qantas / American to compete more
effectively with the Air New Zealandj( nited alliance — out-weigh the potential for anti-
competitive effects on other sma@ airlines.

That said, the recent unilat try of Delta into the AKL-LAX route raises questions about how the
Trans-Pacific market sh e approached in the future. Specifically, if Delta can sustain services
without an alliance, th%%{ raises questions about whether alliances are truly necessary and whether
their pro-competi%z ects do outweigh their anti-competitive effects. Such questions lie outside
the scope of thj&) lysis, but we raise them as something for the Ministry to consider in future.

Finally, we&’that the question of competitive effects is complicated by the presence of the Air
New Zeg¢adqd / United alliance, which we assume continues in our proposed counterfactual. There
may b€ya ue in coordinating the timing of future alliance applications for the relevant markets,
su ?ﬁat the combined effects of difference alliances can be considered together. In such a case,
Q'anterfactuals would not necessarily have to assume the continuation of the Air New Zealand —

QUnited alliance and might allow for a fuller assessment that considered the relative merits of both
alliances together, rather than in isolation.
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7 Conclusions

Based on our analyses, we find evidence that the QAJB is likely to:

e support investment by Qantas / American and does not hinder investment by other airlines;
e apply to a Trans-Pacific market where the pricing of routes appears to behave as expected; ?‘
e exist in an environment characterised by entry and exit and that implies low barriers to %;

e contribute to a more competitive market for air travel than would otherwise be real@d; and

v
&
<

e deliver net economic value to New Zealand
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Appendix A Sensitivity Tests and Route-level data

As Jetstar is a wholly owned subsidiary of Qantas, we conducted a descriptive sensitivity analysis to
assess whether including Jetstar within the Applicants’ group materially affects observed market
share trends (Figure 11). Jetstar does not operate Trans-Pacific services from New Zealand, so its
inclusion within the Applicants’” group has no effect on market shares in the NZ-US market (left
panel). In the Trans-Tasman market, adding JQ increases the combined QF/AA/EK/JQ group’s s ¥“
making it the largest operator overall (right panel). Although Jetstar operates a number of T, ?&-
Tasman services on routes to airports outside Auckland, the inclusion of JQ does not mat ?&y
alter the relative pattern of national versus Auckland-based market shares shown in Fié@i
sensitivity check confirms our definition of the relevant market in the main analysigvmt
materially altered by the treatment of Jetstar with respect to the Applicants’ gr

2. This

Figure 11: Sensitivity analysis for trends in market share for United States (left panels) and Austr(y@ghtpanels) for New Zealand
(solid lines) and Auckland (dotted lines) in the period 2014-2025 to the inclusion of Jetstar (J@Q) to Yhe QF/AA/EK group.
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Q@ewise, the inclusion of Jetstar in the Applicants’ group does not materially change our
interpretation of the descriptive analysis of the capacity trends in Figure 3. The growth in capacity
in the Trans-Tasman market has been relatively high for the combined Qantas group in the post-
COVID period (Figure 12). As noted in the body of the report, this would appear to be primarily the

result of redirected demand due to a sharp reduction in capacity operated by Virgin. There is no
effect on the Trans-Pacific market.
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Figure 12: Sensitivity analysis for trends in direct capacity between New Zealand and the United States (left panel) and Australia
(right panel) to the inclusion of Jetstar (JQ) into the QF/AA/EK group.
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Table 6 and Table 7 show aggregate passengg&Qer fare values at a market and route level. Table 6
reports annual passenger numbers and fa %by direct and indirect route for the NZ “originating”
Trans-Pacific and Trans-Tasman operati8ts. Table 7 reports route-level aggregates of passenger
numbers and average fares for the ZQ&I to 2025 period and highlights the proportion of traffic
travelling via each direct route ar@ke fare premium over passengers travelling through each O&D

via an indirect routing. Q
&
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Table 6: Annual passenger numbers and average fares for Trans-Pacific (NZ-US) and Trans-Tasman (NZ-AU) markets 2014 to 2025.

Metric Route 2014 2015 2016 2017 2018 2019 2020 2021 2023 2024 2025
NZ-AU Pax Direct Route 24,520 26,243 27,323 26,981 28,628 29,473 19,614 5,556 \w‘,066 24,175 27,033 26,261
NZ-AU Pax Indirect Routes 418,153 469,553 494,743 501,123 511,010 515,745 323,464 83,9&»391,249 407,738 451,705 462,002
NZ-AU Fare Direct Route $334 $348 $371 $379 S374 $407 $433 / @3‘ $536 $520 $490 $532
NZ-AU Fare Indirect Routes $292 $298 $320 $328 $321 $343 $354 '\‘(5'379 S466 $439 $423 $465
NZ-US Pax Direct Route 20,546 21,348 17,696 18,518 21,303 18,345 12,0, 2,786 10,656 12,961 14,825 15,300
NZ-US Pax Indirect Routes 44,806 48,636 64,269 67,926 70,216 73,342 A@Y 342 41,137 65,460 73,853 76,315
NZ-US Fare Direct Route $986 $1,018 $1,002 $1,034 $1,109 $1,320 ‘d1,464 $1,709 $1,670 $1,623 $1,679 $1,697
NZ-US Fare Indirect Routes $947 $983 $974 $1,007 $1,078 $985 $1,645 $1,577 $1,631 $1,682

$1,2 .’S 1,404
/\&
%

Table 7: Route-level passenger numbers on direct vs indirect routings and all-time average fares o&% 2014 to 2025 period. Direct fare/indirect fare represents the premium paid by passengers on average

travelling the direct route. &
\%otal Passengers

Indirect routes

Direct route Direct route avg. Indirectroutes avg.  Directfare/

Country pair Direct route passenger No. passenger N rgvelling on the fare fare Indirect fare
numbers Q direct route

Nz-US AKL-LAX 3,787,061 5,554,180 4052% $ 1,329.80 $ 1,223.30 109%
NZ-US AKL-SFO 2,301,905 60896,516 25.03% $ 1,317.37 $ 1,246.99 106%
Nz-AU AKL-SYD 14,126,822 ,<8y,411,542 2455% $  435.38 $ 357.24 122%
Nz-AU AKL-MEL 10,304,491  ~(46,126,345 18.26% $  462.49 $  345.05 134%
Nz-US AKL-HNL 1,367,947 5’ 7,482,939 15.46% $  790.29 $ 1,341.64 59%
Nz-AU AKL-BNE 8,171,756<¢ 48,009,177 1455% $  394.15 $ 357.74 110%
NZ-US AKL-IAH 1,014 895/ 7,953,757 11.31% $ 1,499.18 $ 1,228.17 122%
NZ-AU CHC-SYD 4,0208%1 52,276,079 7.15% $  410.10 $ 36161 113%
NZ-AU SYD-WLG 31110046 53,110,460 553% $  476.72 $  358.23 133%
Nz-AU AKL-OOL 7 \3:062,277 52,520,778 551% $  273.00 $ 36285 75%
Nz-AU CHC-MEL 2,040,737 52,922,830 526% $  368.79 $  360.45 102%
Nz-AU SYD-ZQN N 2,934,533 52,921,625 525% $  368.53 $  360.44 102%
Nz-AU BNE-CHC O 2,247,733 53,501,052 403% $ 371.44 $  358.67 104%
NZ-AU MELWLG  A~X 1,977,327 53,836,268 354% $  430.94 $  358.22 120%
Nz-AU AKL-PER AN 1,846,060 53,798,027 332% $  697.53 $  347.07 201%
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NZ-US AKL-JFK 276,833 8,590,633 3.12% $ 2,174.67 $ 1,229.25 > 177%
NZ-AU MEL-ZQN 1,628,600 54,026,179 293% $ 32447 $  359.64 N 90%
NZ-AU BNE-WLG 1,567,453 54,091,530 282% $  351.05 $ 35880 o\ 98%
NZ-US AKL-DFW 195,077 8,669,017 220% $ 1,337.88 $ 1,255.644 N 107%
NZ-US AKL-ORD 177,360 8,682,717 2.00% $ 1,745.88 $ 1,2488N) 140%
NZ-AU BNE-ZQN 906,628 54,664,985 163% $  367.28 $ 38l 103%
NZ-AU CHC-00L 789,317 54,759,293 142% $  262.49 $  S3%B.o8 73%
NZ-AU ADL-AKL 722,995 54,830,537 1.30% $ 57022 Y 354.95 161%
NZ-AU 0OL-WLG 436,778 55,099,780 079% $ 24158 , % 358.48 67%
NZ-AU 0OL-ZQN 397,159 55,141,048 072% $ 23202 A$ 35846 65%
NZ-AU AKL-CNS 306,305 55,232,516 055% $ 46872 $  356.96 131%
NZ-AU BNE-DUD 285,396 55,262,105 051% $ 273&~ $  358.06 76%
NZ-US CHC-SFO 32,584 8,804,407 037% $ 1 7 $ 1,256.53 127%
NZ-AU AKL-MCY 138,138 55,398,072 025% $ (C~$83.12 $  357.50 107%
NZ-AU AKL-HBA 83,058 55,454,361 0.15% &\"473.52 $ 35740 132%
NZ-AU CHC-PER 81,792 55,457,085 0.15%~ \&  498.18 $  357.37 139%
NZ-AU CBR-WLG 22,611 55,512,908 0.0K"$  251.80 $ 35759 70%
NZ-AU ROT-SYD 22,582 55,513,698 gpa%h  $ 27139 $  357.59 76%
NZ-AU AKL-NTL 14,058 55,521,177 (Yo3%  $ 21045 $ 35759 59%
NZ-AU CHC-CNS 9,865 55,526,095 \ 0o02% § 36674 $ 35755 103%
NZ-AU HLZ-SYD 2,684 55,532,702 ¢ 0.00% $ 27536 $ 35755 77%
NZ-AU DUD-SYD 1,886 55,533,494 (.M 0.00% $  351.04 $  357.55 98%
NZ-AU DUD-MEL 1,886 55,533,495 N\~ 0.00% $  341.84 $  357.55 96%
NZ-AU HLZ-00L 1,788 55,533,430\ 0.00% $  256.35 $ 35755 72%
NZ-AU DUD-00L 812 55,534,000 0.00% $  268.67 $ 35755 75%
NZ-AU AKL-CBR 277 0.00% $ 34295 $ 357.55 96%
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