
Update on the UK’s Aerospace & Defence sector amidst the coronavirus crisis and considerations for 
Trade Commissioner Service clients 
 
Summary:  
 

• The impact of the crisis on the UK aerospace industry runs deep.  British airlines alone have 
announced close to 20,000 job cuts. The cancellation and shift of aircraft orders by airlines is 
affecting the industry's biggest aircraft makers, Boeing Co. and Airbus SE, in turn creating 
overcapacity at companies in the aviation supply chains. According to the ADS Group, the 
postponement and cancellation of aircraft deliveries is set to cost the UK £5bn in lost value in 
2020. 
o The Maintenance, Repair and Overhaul (MRO) and Aftermarket business: is predicted to 

decline by 50-70% in 2020 and this will affect British companies heavily involved in 
aftermarket business. 

o Drones: The regulatory framework on flying drones BVLOS (Beyond-Visual-Line-Of-Sight) is 
being fast-tracked in light of the coronavirus crisis as drones are needed to get Personal 
Protective Equipment (PPE) to remote areas of the UK.   

• The UK’s defence industry is less affected by the coronavirus crisis: and the UK Ministry of 
Defence (MOD) is pushing through with projects and advising contracting authorities to support 
suppliers in a range of ways to maintain cash flow during these exceptional times.  Defence 
spending will come under pressure if the crisis prolongs with projects getting re-prioritised. 

• Trends observed within the UK’s A&D sectors: include excess capacity looking to get re-
purposed.  There is also a lot more consideration given to re-shoring. R&D budgets are getting 
cut.  Environmentalists are campaigning government to make public funding support available 
to airlines conditional on environmental improvements. (Binding conditions are yet to be 
implemented).   

• Opportunities for Canadian companies:  At the moment we are seeing opportunities for 
Canadian companies in the following areas; digitisation of supply chains, simulation and training, 
cyber-solutions, M&A and naturally any solutions that can support the fight against COVID-19. 

• Virtual initiatives: to support Canadian A&D companies are underway.  Farnborough 
International Airshow organisers are organising virtual initiatives during the scheduled week of 
the airshow.   The Trade Commissioner Service is also exploring rolling out a webinar (or 
webinar series) for Canadian aerospace companies in partnership with the AIAC and provincial 
partners. Industry feedback will be sought in order to help shape the webinar to assure value-
added content can be provided.  

  
Report: 
  
1. The impact of the crisis on the UK aerospace industry runs deep.  

o Airlines:  Over 95% of the UK’s passenger fleet is grounded. IAG, British Airways’ parent, EasyJet 
and Wizz Air have already accessed government financial support while Virgin Atlantic remains 
in discussions over its request for a £500m package of commercial loans and guarantees. All 
have announced major job losses. The UK is planning to introduce a 14-day quarantine (with no 
set end date) and this may jeopardise the planned resumption of flights in July (British Airways 
plans to run at 50% capacity and Ryanair at 40%).  

o Aerospace manufacturers:  Airbus is slashing production by about a third after booking just 21 
net orders for aircrafts in March and 9 in April, while Boeing saw zero orders in April, amid a 
flood of requests by customers to defer and cancel orders. According to the ADS Group, the 



postponement and cancellation of deliveries of new aircraft is set to cost the UK £5bn in lost 
value in 2020.  Airbus has furloughed 1,500 staff at their wing production facility in Filton, 
England and 3,200 in Broughton, Wales. Industry sources claim that the UK aerospace supply 
chain at this point in time have relatively strong order books though they are having a hard time 
forecasting build rates in the medium term.  Amendments to build schedules are slowly 
becoming clearer. 

o MRO and Aftermarket business: is forecasted to decline by 50-70% in 2020.  There were signs 
of an increase in MRO business in the short-term but as the crisis prolonged and aircrafts 
remained grounded, companies heavily involved in aftermarket business are affected.    

o Drones: The requirements for getting PPE quickly to remote locations across the UK has led to 
the government advancing their funding support for drone flight trials and new air traffic control 
system.  Drones will be used to carry medical supplies from Hampshire to the Isle of Wight.  This 
trial will help advance the regulatory framework around flying drones Beyond-Visual-Line-Of-
Sight (BVLOS).  

  
2. The UK’s defence industry is less affected by the coronavirus crisis, however defence spending will 
come under pressure if the crisis prolongs. 

o The UK Ministry of Defence (MOD) is supporting economic activity: by moving forward with 
major defence projects (ex: there are 24-hour work schedules implemented at shipyards to help 
spread out contact between workers.  BAE is resuming production of the F-35 and 
EuroTyphoon). The MOD has also advised contracting authorities to support suppliers in a range 
of ways to maintain cash flow during these exceptional times (ex: Forward ordering, advanced 
payments, interim payments). 

o Defence spending could get re-prioritised.  The combination of the coronavirus crisis and 
BREXIT (affecting the UK’s access and involvement in European defence projects) may see less 
large scale defence projects. Other dual use military/civil acquisitions may be prioritised ahead 
of pure military equipment. Cyber, space and simulation training are anticipated to get 
prioritised.  

o The defence industry is not immune to consolidation.  Aerospace manufacturing firms with 
increased capacity are exploring new business within the defence industry and this could create 
new mergers.   

o Integrated Review is now on hold.  In February, the UK government launched the “Integrated 
Review” – a process meant to define the UK’s place in the world by re-examining its priorities 
and objectives in relation to its foreign policy, defence, security and international development. 

  
3. Transformation and trends in the UK’s A&D sectors. 

o Repurposing of excess manufacturing capacity. UK A&D manufacturers have been exploring 
how to shift their excess manufacturing capacity in other domains.  The short-term is seeing 
industry players support the production of PPE. Major players such as Airbus, Rolls-Royce, GKN 
and Meggitt were involved in ramping-up the production of ventilators to support the fight 
against COVID-19, requiring them to work with other UK based suppliers.  

o Re-shoring:  The rush for PPE highlighted the challenges with international supply chains and 
the possibilities and benefits of sourcing locally.  It is one of the examples giving wings to the 
“ReshoringUK initiative” – an association set up to support the broader engineering and 
manufacturing firms in connecting with UK suppliers.   

o There are signs of diminishing R&D budgets by aerospace firms: An example is the cancellation 
of Rolls-Royce and Airbus’ E-Fan X (Hybrid Electric) demonstrator programme.   



o Financial support by government with green strings attached: The EU is encouraging national 
governments to attach environmental conditions to financial support for companies affected by 
the coronavirus crisis.  At this point in time, the Trade Commissioner is not aware of the UK 
government imposing any firm requirements.    

  
4. UK market opportunities for Canadian companies:  

o M&A: Consolidation is expected to take place within the A&D industry. Canadian companies that 
are cash-rich may consider acquisition targets and invest in the UK to better position themselves 
here.   

o Software solutions that support the digitisation of supply chain management.   
o On defence training and simulation, the UK is already transforming their army training with the 

implementation of virtual and augmented reality.  It is anticipated that these programmes will 
get prioritised.   

o Technologies supporting the transformation of industry due to the coronavirus crisis: such as 
cyber-solutions, monitoring systems, CBRN type capabilities that support disinfection. 

  
5. Comment:  

o The recent decision by the UK to introduce a 14-day quarantine (with no set end date) is of great 
concern to the aerospace industry and the economy (as people will simply choose not to travel 
to and from the UK at the same time as economies in Europe and around the world begin to 
open). London Heathrow which is both the UK and Europe’s busiest airport, saw a 97 per cent 
drop in passenger numbers in April.   In addition, UK trade will be limited without long haul 
passenger flights as it was reported that 40 per cent of UK exports and inward supply chain 
travels in the cargo holds of passenger planes from Heathrow. Economic stagnation is expected 
until people can fly freely again. As economies around the world slowly re-open, the next few 
months will hopefully provide more clarity for UK aerospace companies as they form part of 
global supply chains.   

o The Trade Commissioner in London is exploring virtual initiatives to support industry 
connections and partnerships. At the moment, the Farnborough Organisers are implementing a 
virtual B2B initiative (in light of the cancellation of the Farnborough International Airshow) and 
the Trade Commissioner will optimise on the opportunity to support meetings.  The Trade 
Commissioner Service is also exploring rolling out a webinar (or webinar series) for Canadian 
aerospace companies in partnership with the AIAC and provincial partners. Industry feedback 
will be sought in order to help shape the webinar to assure value-added content can be 
provided.   
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