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Introduction 
Over the past 100 years, few inventions have changed how people live and experience the world as much 

as the airplane. Ever since the Wright Brothers made their first flight at Kitty Hawk on a chilly December 

day in 1903, the plane has captivated passengers, innovators and investors alike.    

Today, air travel has become so commonplace that it would be hard to imagine life without it. It has 

changed the way we live and conduct business by shortening travel time and altering our concept of 

distance, making it possible for us to visit places once considered remote.  

Thanks to an impressive safety record, passenger satisfaction scores were among the highest ever 

recorded heading into 2020, according to J.D. Power.1 Indeed, despite two fatal Boeing 737 MAX crashes 

in 2018 and 2019, commercial air travel has never been safer than it is today. 

Investor confidence likewise took off as airlines posted improved quarterly earnings from a decade ago. 

The industry underwent an historic transformation in the 2000s, a period marked by bankruptcies, 

consolidation and restructurings, and in the decade that followed, airlines enjoyed strong profitability and 

free cash flow. Companies became lean and efficient, with management focusing on reducing 

unprofitable routes, tapping new revenue streams and returning capital to shareholders. In 2019, the 

global industry collectively recorded net profits of $26.4 billion, the grounding of the 737 MAX 

notwithstanding. 

 

A Challenge Like No Other 
Everything changed, of course, when the COVID-19 pandemic struck, making 2020 the most unprofitable 

year on record for global airlines. Worldwide tourism dried up. International arrivals plunged an 

unprecedented 74% compared to the previous year, the equivalent of 1 billion fewer tourists.2 Business 

travel similarly disappeared as companies turned to video teleconferencing software such as Zoom and 

Microsoft Teams. 

In the U.S., commercial air travel demand hit a record low on April 13, 2020, with the number of 

passengers totaling 87,534, an incredible 96% decline from the same calendar day a year earlier. The 

impact to European network traffic was just as severe: In the week ended April 19, 2020, there were nearly 

90% fewer flights than the same period in 2019, according to Eurocontrol. Global airline stocks tanked 

20% in February 2020, a further 40% in March. 

During this time, deep-value retail investors and hedge funds began bargain-hunting. Many sought 

exposure to airlines, an industry that’s universally considered essential in today’s interconnected world. 

From the end of February to the beginning of June, the number of investors on the popular trading app 

Robinhood who held the U.S. Global Jets ETF (JETS), the only pure-play global airlines ETF at the time, 

surged from under 400 to approximately 40,000, an increase of 9,900%. 

 
1 https://www.jdpower.com/business/press-releases/2020-north-america-airline-satisfaction-study  
2 https://www.unwto.org/news/2020-worst-year-in-tourism-history-with-1-billion-fewer-international-arrivals  

https://www.jdpower.com/business/press-releases/2020-north-america-airline-satisfaction-study
https://www.unwto.org/news/2020-worst-year-in-tourism-history-with-1-billion-fewer-international-arrivals
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The inflows continued even after it was announced, in early May, that Berkshire Hathaway’s Warren 

Buffett had sold all of his holdings in the big four airlines: American, Delta, United and Southwest. Within 

as little as three weeks, the panic sell cost his firm some $2.7 billion.3 

After news came out of his airline departure, Buffett was roundly criticized by some prominent market 

watchers. Bill Miller, the former chief investment officer at Legg Mason, urged investors that if you don’t 

own airlines, “you’re making a bet against the vaccine.”4 

Then, in June, day-trader Dave Portnoy posted a series of videos on Twitter wherein he took jabs at Buffett 

for missing such a once-in-a-lifetime opportunity. Buffett “misread the market dramatically when he said 

get out of airlines,” the Barstool Sports founder commented.5    

Many readers will likely agree that Miller and Portnoy were vindicated when, only six months after Buffett 

made his exit, Pfizer announced that it had developed a safe, effective vaccine against COVID-19. By mid-

December, the vaccine was being administered to frontline medical workers. 

Fast forward to April 2021, and the Centers for Disease Control and Prevention (CDC) reported that half 

of all American adults received at least one vaccine dose. Meanwhile, shares of American, Delta, United 

and Southwest had all more than doubled since Buffett dumped them. 

A Break in the Clouds 
We believe the commercial aviation industry is an attractive way for investors to play the global vaccine 

distribution effort and economic reopening. On April 2, the CDC updated its guidance, saying that fully 

vaccinated people could travel “at low risk to themselves.” What’s more, travelers within the U.S. no 

 
3 https://www.investors.com/etfs-and-funds/sectors/sp500-panic-sell-by-warren-buffett-cost-him-billions-airlines  
4 https://www.cnbc.com/2020/05/13/bill-miller-on-airlines-if-you-dont-own-them-youre-making-a-bet-against-
the-vaccine.html  
5 https://www.businessinsider.com/dave-portnoy-interview-why-warren-buffett-airline-stock-sale-wrong-2020-6  

https://www.investors.com/etfs-and-funds/sectors/sp500-panic-sell-by-warren-buffett-cost-him-billions-airlines
https://www.cnbc.com/2020/05/13/bill-miller-on-airlines-if-you-dont-own-them-youre-making-a-bet-against-the-vaccine.html
https://www.cnbc.com/2020/05/13/bill-miller-on-airlines-if-you-dont-own-them-youre-making-a-bet-against-the-vaccine.html
https://www.businessinsider.com/dave-portnoy-interview-why-warren-buffett-airline-stock-sale-wrong-2020-6
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longer need to take a COVID-19 test or self-quarantine afterward. The same goes for international travel 

unless the destination country requires it.6 

Leisure travel is well on its way to recovering in the U.S. Analysts at consulting firm Oliver Wyman predict 

that U.S. domestic air travel will fully recover by early 2022. According to its Airline Economic Analysis 

2020-2021, vaccination efforts are moving much more quickly than earlier anticipated, potentially 

resulting in a nationwide return to pre-COVID conditions by next year. Business and international travel, 

however, may take another year or two to fully rebound.7  

In the first quarter of 2021, the daily number of passengers boarding commercial flights in the U.S. jumped 

nearly 60%, from around 800,000 at the beginning of the year to as many as 1.3 million. This is still 40% 

below traffic levels at the same time in 2019, so we see plenty of upside potential. 

Consequently, airline stocks soared close to 30% in the three months through March 31, 2021, handily 

outperforming the S&P 500 Index. Among the best performing carriers were American, up 55.5%; JetBlue, 

up 46.3%; and Alaska Air, up 42.5%. 

 

There are other encouraging signs that demand for air travel is improving. In late March 2021, bookings 

through aa.com and the American Airlines app were up as much as 400% compared to the same time last 

year. Google searches for American, Delta, United and Southwest were at or near 12-month highs as of 

April 2021.   

 
6 https://www.cdc.gov/media/releases/2021/p0402-travel-guidance-vaccinated-people.html  
7 https://www.oliverwyman.com/our-expertise/insights/2021/mar/airline-economic-analysis-2020-2021.html 

https://www.cdc.gov/media/releases/2021/p0402-travel-guidance-vaccinated-people.html
https://www.oliverwyman.com/our-expertise/insights/2021/mar/airline-economic-analysis-2020-2021.html
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What About European Carriers? 
On the other side of the Atlantic, Europe may take some time longer to reach pre-pandemic levels. The 

International Air Transport Association (IATA) believes the continent to be the worst-hit region in the 

world in terms of airline losses. However, in late April, Ursula von der Leyen, the head of the European 

Commission, announced that the European Union (EU) was ready to lift some nonessential travel 

restrictions and allow fully vaccinated Americans to visit in the summer of 2021. United Airlines executives 

said there was strong demand for travel to Iceland and Greece after both countries opened their countries 

to vaccinated travelers. 

The good news is that European governments have committed themselves to supporting flag carriers 

during this time. In May 2020, Lufthansa shareholders agreed to a €9 billion ($10.1 billion) bailout package 

by the German government, preventing the airline from having to declare bankruptcy. The French 

government contributed up to €4 billion ($4.8 billion) to bolster Air France-KLM’s balance sheet. And in 

January 2021, British Airways received a loan from the U.K. government worth £2 billion ($2.8 billion). 

Long-Term Value Propositions 
For a moment, let’s pretend that the pandemic never happened, or that we managed to contain it early 

on. What are some of the value propositions for investing in airlines over the long term? 

Middle Class Expansion 
We believe one of the most attractive investment cases is the rise in the size of the global middle class, 

particularly in the past decade before the pandemic. In September 2018, the Brookings Institute 

declared that for the first time in human history, over half of the world’s population, or some 3.8 billion 

people, lived in households that could qualify as either “middle class” or “rich.”8 This achievement is 

 
8 https://www.brookings.edu/blog/future-development/2018/09/27/a-global-tipping-point-half-the-world-is-now-
middle-class-or-wealthier/  

https://www.brookings.edu/blog/future-development/2018/09/27/a-global-tipping-point-half-the-world-is-now-middle-class-or-wealthier/
https://www.brookings.edu/blog/future-development/2018/09/27/a-global-tipping-point-half-the-world-is-now-middle-class-or-wealthier/
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incredibly constructive for international tourism, as illustrated below. The number of tourist arrivals by 

world region has closely tracked the growth in global gross domestic product (GDP).  

 

Ancillary Revenues 
Airfare has been on a downtrend for years on an inflation-adjusted basis, so one of the ways airlines have 

generated higher revenues is through fees for extra baggage, extra legroom, hotel stays, concessions, 

upgrades and more. These are what’s known as ancillary revenues, or non-ticket fees. From 2011 to 2019, 

global ancillary revenues for the industry expanded approximately 240%, from $32.5 billion to a record 

$109.5 billion. This figure collapsed by nearly half to $58.2 billion during pandemic-impacted 2020. Notice, 

however, that as a percent of total global revenue, ancillary fees actually rose for the year compared to 

2019. We expect these revenues to recover alongside travel demand as a whole.9 

 
9 https://ideaworkscompany.com/november-17-2020-press-release/  

https://ideaworkscompany.com/november-17-2020-press-release/
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Among the most profitable non-operational revenue streams has been Delta Air Lines’ deal with American 

Express. The Atlanta-based carrier announced in 2019 that it renewed this partnership through 2029, 

extending the Delta SkyMiles Credit Card for an additional 11 years. Delta said at the time that it expected 

the benefits from this relationship to double to nearly $7 billion a year by 2023, up from around $3.3 

billion in 2018. 

Protected by an Economic Moat 
One final point we should make is that the airline industry is regarded as being protected by an economic 

moat. The barriers to entry, in other words, are very high, making it prohibitively challenging for new 

competition to disrupt the ecosystem. Since the industry consolidated a decade ago, a vast majority of 

the market share is now concentrated in the big four carriers. From January to December 2020, American, 

Delta, United and Southwest controlled a combined 65% of the U.S. market. 

Investing Across the Value Chain 
The companies that produce the aircraft and manage the airport terminals and service the airplanes also 

benefit when the airline industry is growing. 

Manufacturers 
Today, there are two major players in the commercial airline manufacturing business: the U.S.-based 

Boeing and Airbus, which operates in France. Both hold a respectable share of the overall market, with a 

combined share of nearly 90%. 

Time will tell whether Boeing and Airbus can continue to dominate the manufacturing space. There are 

three new rising players in the space: Embraer (of Brazil), Bombardier (of Canada) and Comac (of China). 

Very much like airlines, aircraft manufacturing is a highly oligopolistic industry with high entry barriers. 

It’s possible that increased competition in the manufacturing space could lead to lower construction costs, 

which may help airline carriers become even more profitable. Some of the savings could even be passed 

onto consumers, which may then promote further general consumption, increased air travel and 

continued economic growth. 



 

  

For professional clients only U.S. Global Jets UCITS ETF | JETS 

Airport Services 
There are about 15 publicly traded airport stocks available around the world, mostly in Latin America, 

Western Europe, East Asia and Oceania. 

We like airports not just because they’re about as close to monopolies as you can get. They can also be 

highly profitable businesses, despite having huge fixed costs—not unlike airlines. 

Airports have two types of revenue streams: aeronautical and non-aeronautical. Aeronautical includes 

revenue generated from the carriers that use their services. Think fees associated with landing, parking, 

transfers and the like. In 2018, such fees accounted for about 56% of airports’ income, according to 

Airports Council International (ACI).10 The other revenue stream, non-aeronautical, is derived mostly from 

passengers and includes retail concessions, duty-free, car parking, food and beverage, advertising, rental 

car concessions and more. 

Before the pandemic, airports were becoming havens for high-end shopping, generating a growing share 

of global sales for luxury goods companies. Over the years, they’ve learned to capitalize on captive flyers, 

many of them high-net worth individuals who have time between flights to browse in Louis Vuitton and 

Chanel. For every dollar they spend, the airport receives a cut. 

This has helped listed airports record extremely attractive operating margins in recent years. In the four 

years before the pandemic, they’ve had an average margin of around 32%, roughly three times greater 

than global airlines’ average margin. In 2020, airports’ operating margin remained positive at 8.17%, while 

airlines saw theirs fall to negative 24.51%.    

 

 
10 https://aci.aero/news/2020/04/22/aci-report-shows-the-importance-of-the-airport-industry-to-the-global-
economy/  

https://aci.aero/news/2020/04/22/aci-report-shows-the-importance-of-the-airport-industry-to-the-global-economy/
https://aci.aero/news/2020/04/22/aci-report-shows-the-importance-of-the-airport-industry-to-the-global-economy/
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Associated Risks 
• The value of equities and equity-related securities can be affected by daily stock and currency market 

movements 

• Investors' capital is fully at risk and investors may not get back the amount originally invested 

• Exchange rate fluctuations could have a negative or positive effect on returns  

• Please note this is not an exhaustive list of risks. Other risks may apply. 

 

 

JETS: A Dynamic, Rules-Based ETF 
It was precisely for these reasons and more that the U.S. Global Jets UCITS ETF (JETS) was created—to 

capture the performance of global companies in not just the commercial airline industry but also the 

important aircraft manufacturing and airport and terminal services subindustries. Before JETS, no other 

ETF tracked all three airline spaces collectively on a global scale.  

Below, you can see the results thus far. JETS has outperformed its chief rival index, the NYSE Arca Airline 

Index, since its inception in April 2015. 

   

 

We like to call JETS a smart-beta 2.0 ETF. Using a proprietary quant factor model, JETS seeks to outperform 

what might be offered by a simple market cap-weighted product. It seeks to track the U.S. Global Jets 

Index (JETSX), a 50-stock index that seeks to provide diversified access to the global airline industry. JETSX 

uses various fundamental screens to determine the most efficient airline companies in the world, and also 

diversifies through exposure to global aircraft manufacturers, airport companies and airline-related 
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internet media and services companies. The index consists of common stocks listed on developed and 

emerging market exchanges across the globe.  

As for weighting, the top four 

American airlines, based on a ranking 

of market capitalization, average dollar 

value traded and load factor, receive a 

weight of 10% each. The next eight 

stocks, with a 3% weighting each, are 

U.S. or Canadian airlines, based on a 

combined ranking of market cap, 

average dollar value traded and load 

factors. The next eight stocks, with a 

2% weighting each, include U.S. or 

Canadian companies (non-airlines 

included) based on a fundamental 

factor ranking. After that comes the 

top 10 international companies 

(excluding the U.S.) based on a 

fundamental factor ranking, with a 1% 

weighting each. Lastly, 20 international 

companies (excluding the U.S.) based on a fundamental factor ranking get a weighting of 0.5% each. 

The portfolio is rebalanced and reconstituted on a quarterly basis. 

 

 

About U.S. Global Investors 
The story of U.S. Global Investors goes back more than 50 years when it began as an investment club. 

Today, U.S. Global Investors, Inc. (usfunds.com) is a registered investment adviser that focuses on niche 

markets around the world. Headquartered in San Antonio, Texas, the Company provides money 

management and other services to U.S. Global Investors Funds and U.S. Global ETFs. 

 

About HANetf  
HANetf is an independent ETF specialist founded by two of Europe’s leading ETF pioneers, Hector McNeil 

and Nik Bienkowski, to challenge conventional approaches to ETF product development and create 

distinctive opportunities for investors. HANetf’s UCITS ETF range is the result of close collaboration with 

leading asset managers that leveraged HANetf’s full-service white-label ETF platform to simplify the setup, 

launch and distribution of their investment ideas. 

 

https://www.usfunds.com/
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Communications issued in the UK (ETFs and ETCs)

The content in this document is issued by HANetf Limited (“HANetf”) and approved by Privium Fund Management (UK) Limited

(“Privium”). HANetf are an appointed representative of Privium, which is authorised and regulated by the Financial Conduct

Authority.). HANetf is registered in England and Wales with registration number 10697042.

Communications issued in the European Economic Area (“EEA”) relating to ETFs

The content in this document is issued by HANetf Management Limited (“HML”) acting in its capacity as management company of

HANetf ICAV. HML is authorised and regulated by the Central Bank of Ireland. HML is registered in Ireland with registration number

621172.

Communications issued in the European Economic Area (“EEA”) relating to ETCs

The content in this document is issued by Walnut Financial Services B.V. and OAKK Capital Partners B.V. (“OAKK”), an

investment firm authorized and regulated by the Authority for the Financial Markets in The Netherlands. OAKK is registered in the

Netherlands with registration number 24425154.

This communication has been prepared for professional investors, but the ETCs and ETFs set out in this communication

(“Products”) may be available in some jurisdictions to any investors. Please check with your broker or intermediary that the relevant

Product is available in your jurisdiction and suitable for your investment profile. Past performance is not a reliable indicator of future

performance. The price of the Products may vary and they do not offer a fixed income. This document may contain forward looking

statements including statements regarding our belief or current expectations with regards to the performance of certain assets

classes. Forward looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance that

such statements will be accurate and actual results could differ materially from those anticipated in such statements. Therefore,

readers are cautioned not to place undue reliance on these forward-looking statements. The content of this document is for

information purposes and for your internal use only, and does not constitute an investment advice, recommendation, investment

research or an offer for sale nor a solicitation of an offer to buy any Product or make any investment. An investment in an exchange

traded product is dependent on the performance of the underlying asset class, less costs, but it is not expected to track that

performance exactly. The Products involve numerous risks including among others, general market risks relating to underlying

adverse price movements in an Index (for ETFs) or underlying asset class and currency, liquidity, operational, legal and regulatory

risks. In addition, in relation to Cryptocurrency ETCs, these are highly volatile digital assets and performance is unpredictable. The

information contained on this document is not, and under no circumstances is to be construed as, an advertisement or any other

step in furtherance of a public offering of securities in the United States or any province or territory thereof, where none of the

Issuers (as defined below) or their Products are authorised or registered for distribution and where no prospectus of any of the

Issuers has been filed with any securities commission or regulatory authority. No document or information on this document should

be taken, transmitted or distributed (directly or indirectly) into the United States. None of the Issuers, nor any securities issued by

it, have been or will be registered under the United States Securities Act of 1933 or the Investment Company Act of 1940 or qualified 

under any applicable state securities statutes. 

The Issuers:

1. HANetf ICAV, an open-ended Irish collective asset management vehicle issuing under the terms in the Prospectus and relevant

Supplement for the ETF approved by the Central Bank of Ireland (“CBI”) (“ETF Prospectus”) is the issuer of the ETFs. Investors

should read the current version of the ETF Prospectus before investing and should refer to the section of the ETF Prospectus

entitled ‘Risk Factors’ for further details of risks associated with an investment in the ETFs. Any decision to invest should be based

on the information contained in the ETF Prospectus.

2. HANetf ETC Securities plc, a public limited company incorporated in Ireland, issuing under the terms in the Base Prospectus

approved by the Central Bank of Ireland and the final terms of the relevant series (“ETC Securities Documentation”) is the issuer of

the precious metals ETCs. Investors should read the latest version of the ETC Securities Documentation before investing and should 

refer to the section of the Base Prospectus entitled ‘Risk Factors’ for further details of risks associated with an investment in the

ETCs. Any decision to invest should be based on the information contained in the ETC Securities Documentation.

3. ETC Issuance GmbH, a  limited liability company incorporated under the laws of the Federal Republic of Germany, issuing under 

the terms in the Prospectus approved by the Bundesanstalt für Finanzdienstleistungsaufsicht ("BaFin") and the final terms

(“Cryptocurrency Prospectus”) is the issuer of the ETCM ETCs. Investors should read the latest version of the Cryptocurrency

Prospectus before investing and should refer to the section of the Cryptocurrency Prospectus entitled ‘Risk Factors’ for further

details of risks associated with an investment in the ETCs contained in the Cryptocurrency Prospectus. Any decision to invest

should be based on the information contained in the Cryptocurrency Prospectus.

The ETF Prospectus, ETC Securities Documentation, and Cryptocurrency Prospectus can all be downloaded from www.hanetf.com. 

The decision and amount to invest in any Product should take into consideration your specific circumstances after seeking

independent investment, tax and legal advice. We do not control and are not responsible for the content of third-party websites. 

We believe the information in this document is based on reliable sources, but its accuracy cannot be guaranteed. The views

expressed are the views of Hanetf at time of publication and may change. Neither Privium nor Hanetf is liable for any losses relating

to the accuracy, completeness or use of information in this communication, including any consequential loss.  

 

Important Information 


