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2 Business-Related Risks

Pension Commitments

The Company participates in several pension plans for both 
executive as well as non-executive employees, some of which 
are underfunded. As of 31  December 2019, the provision 
for retirement plans and similar obligations amounted to 
€ 8.353 billion. For information related to these plans, please 
refer to the “Notes to the IFRS Consolidated Financial Statements 
— Note 31: Post-Employment Benefi ts”. Although the Company 
has recorded a provision in its balance sheet for its share of 
the underfunding based on current estimates, there can be no 
assurance that these estimates will not be revised upward in the 
future, leading the Company to record additional provisions in 
respect of such plans.

Necessary adjustments of such provisions include but are not 
limited to (i) the discount factor (dependent in part on interest rates) 
and the infl ation rate applied to calculate the net present value of 
the pension liabilities, (ii) the performance of the asset classes 
which are represented in the pension assets, and (iii) behavioural 
assumptions regarding benefi ciaries, and (iv) additional cash 
injections contributed by the Company from time to time to the 
pension assets. The Company has taken measures to reduce 
potential losses on the pension assets and to better match 
the characteristics of the pension liabilities with those of the 
pension assets as a long-term objective. Nevertheless, any 
required additional provisions would have a negative effect on 
the Company’s total equity (net of deferred tax), which could 
in turn have a negative effect on its future fi nancial condition.

2. Business-Related Risks

Commercial Aircraft Market Factors

Historically, the Company has experienced that order intake 
for commercial aircraft has shown cyclical trends, due in part 
to changes in passenger demand for air travel and the air 
cargo share of freight activity, which are in turn driven by a 
range of economic variables, such as gross domestic product 
(“GDP”) growth, private consumption levels or working age 
population size. Other factors, however, play an important role 
in determining the market for commercial aircraft, such as (i) the 
average age and technical obsolescence of the fl eet relative to 
new aircraft, (ii) the number and characteristics of aircraft taken 
out of service and parked pending potential return into service, 
(iii) passenger and freight load factors, (iv) airline pricing policies 
and resultant yields, (v) airline fi nancial health and the availability 
of third party fi nancing for aircraft purchases, (vi) evolution of fuel 
price, (vii) regulatory environment, (viii) environmental constraints 
imposed upon aircraft operations, such as the Carbon Offsetting 
and Reduction Scheme for International Aviation (“CORSIA”), 
carbon standards and other environmental taxes; and (ix) market 
evolutionary factors such as the growth of low-cost passenger 
airline business models or the impact of e-commerce on air 
cargo volumes.

The factors described above may have a material impact on the 
commercial aircraft industry and, therefore, on the Company’s 
financial condition and results of operations. In 2019, the 
commercial aircraft business segment of Airbus recorded total 
revenues of € 54.77 billion – representing 77% of the Company’s 
revenues. See “— 1.1.2 Airbus”. The signifi cant growth of our 
commercial aircraft business relative to our Defence, Space and 
Government activities has diluted the latter’s ability to serve as 
an effective tool to counter commercial cycles.

The commercial helicopter market in which the Company 
operates has shown cyclical trends and could also be infl uenced 
by factors listed above. In addition, the civil & parapublic and in 
particular the oil & gas market softness has led to, and may in 
future lead to, a postponement of investments in the acquisition 
of new platforms and a reduction of fl ight hours. Structural 
changes in demand for helicopters in the oil & gas segment 
are not anticipated at current oil price levels. However, this may 
change as oil & gas prices fl uctuate. The uncertainty on the lead 
time of the civil and parapublic market recovery may have an 
impact on Airbus Helicopters’ fi nancial results and could lead 
to cancellations or loss of bookings and services.

Moreover, the progressive implementation of new fi nancial 
regulations (MiFiD  II  / MiFIR, CRD4, Bank Restructuring 
Resolution Directive, etc.) will have an impact on the business 
model of banks (for example, the split between investment 
banking and commercial banking activities) and on the capital 
structure and cost of such banks’ activities in relation to over-the-
counter derivatives, and therefore on the funding consequences 

of central clearing and collateralisation of over-the-counter 
derivatives for corporations like the Company. This may ultimately 
increase the cost and reduce the liquidity of the Company’s long-
term hedges, for example, as banks seek to either pass-on the 
additional costs to their corporate counterparties or withdraw 
from low-profi t businesses altogether.
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