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Is there a business case for a 
middle of the market aircraft?
It has been called a 757 replacement, but a new programme from either of 
the big OEMs to fill a perceived gap between the largest narrowbodies and 
smallest twin-aisles is likely to be very different to the out-of-production 
Boeing type. We assess whether such a development would be truly viable

[Industry Insight]

“
One of the major subjects of discussion over the past two or three years 

has been the need for what is often called a 757 replacement aircraft to 

fill the Middle of the Market (MoM) gap. MoM is hard to define, but is at 

the cross-over point between single-aisle and twin-aisle aircraft, between 

180 and 250 seats. Air Lease Corporation’s Steven Udvar-Hazy for one 

has been very vocal in calling for such an aircraft, and ALC has placed a 

launch order for the new Airbus A321neo LR – the closest current or new 

type that fits the bill in terms of seats and range capability.

Flightglobal has spoken to Boeing recently and it is clear it is thinking 

about a MoM aircraft concept carrying around 220-240 people about 

20% farther than the 757-200, which implies around 5,000nm (9,260km) 

nominal range, and also implies the aircraft would be a twin-aisle design. 

This places the aircraft in a currently vacant piece of the payload/range 

envelope, but not necessarily in one that has not been served before. We 

believe this is really a 767 replacement, not a 757 replacement. 

The other key design aim is obviously to offer attractive operating economics, 

which have to include the acquisition cost. This is a major challenge to Airbus 

and Boeing, with Boeing in particular having a psychological hurdle to cross, 

following the experience of huge cost over-runs on 787 development.

A key design 
aim would 
be to offer 
attractive 
economics, 
but would 
also include 
the acquistion 
cost 
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“Developing an 
all-new 220-
240 seater 
would likely 
cost as much 
as a larger 
widebody 
programme

The reference point in terms of cost per seat will be the A321neo, 

and single-aisle aircraft have an advantage from the start in terms of 

operating costs due to their lighter structure. In fact the current A321 

and 737-900 match the cash operating cost (COC) per seat of the much 

larger 787 in comparable dual class layouts. The 737 Max and A321neo 

offer a 5% reduction in cost per seat so become the aircraft of choice 

for routes up to around 3,500nm – unless belly cargo is important, or 

airport congestion is an issue.

The costs of developing a new programme do not necessarily scale down 

with a smaller aircraft, so an all-new 220-240 seater would likely cost almost 

as much as a larger widebody programme. Therefore the size of the potential 

market becomes a key factor in deciding whether to proceed with a new 

launch. For example, if only 1,000 aircraft were sold, a $20bn investment 

needs $20m per aircraft extra on the price just to pay back the development 

costs, compared to an A321 full life base value (FLBV) of around $54m. 

Aircraft prices are usually related in some way to payload/range 

capability. If the current A321 were taken as the reference, then the new 

MoM aircraft would have a net price tag around 40% higher (ie 20% 

more payload plus 20% more range), coming in at $75m. If instead 

we work down from the 787-8, which has an FLBV of $118m, the figure 

is similar, so this gives a good guide as to the potential net price. An 

all-new aircraft probably therefore requires a market of 3,000-4,000 

units in order to look attractive. In a separate article, Flightglobal has 

addressed the technical challenges of a potential new offering, so here 

we will concentrate on the potential market.

It is clear that the market gap will look different from the perspective of 

Airbus or Boeing. However, the size and range capability conclusions are 

probably similar. This means the aircraft is actually close to the original 
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767-200 (non-ER) or A310-300. Presumably a manufacturer would seek 

to offer a family of aircraft, implying a stretch aircraft would be similar 

in capability to the 767-300 or A300-600. 

It is not very instructive to analyse the customers or route networks of these 

types, as 30 years has passed since they entered service. Many aircraft were 

used on US domestic routes, or intra European services, which have since 

moved to single-aisles as the range capability of those types has increased. 

We can look at the growth in capacity by distance over the past decade.

Flightglobal’s Innovata schedules database shows, perhaps not 

surprisingly given the lack of optimised aircraft, that there has been 

slower growth in the 3,000 to 5,000nm band. ASKs have only increased 

by 3.8% per annum, compared to 5-6% per annum in the single-aisle 

dominated 1,500 to 3,000nm band.

Although overall growth has been unspectacular, the 3,000 to 5,000nm 

range band is important to several major markets, and contains the core 

networks of some of the fastest growing carriers. It covers most of the 

Transatlantic market, routes from Asia to Australasia, Southeast Asia to 

Northeast Asia, and routes from the three Gulf hubs to much of Europe 

and Asia. Turkish Airlines and Aeroflot have both seen huge growth 

in this range band. This means this range bracket is key to five of the 

fastest growing large network airlines.

It might be difficult to imagine airlines such as Emirates moving away from 

large aircraft, or a 240-seat aircraft replacing 777s and A380s on London to 

Los Angeles, but there are many city pairs that offer opportunities to increase 

frequency, plus numerous new pairings that could be flown. Today the 787 or 

A330-200 are the obvious types to launch new routes above 3,000nm, but 

the trip costs are around 50% higher than a 737-900 or A321. 

“The 3,000 to 
5,000nm range 
contains the 
core networks 
of some of the 
fastest growing 
carriers
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In 2014, there were 675 single aisle routes of over 2,500nm “great circle” 

distance being flown on a scheduled basis. Of these, a staggering 642 

were not flown by single-aisles in 2005. Most are completely new routes. 

Some airlines are already pushing single-aisles to their range limits and 

will presumably go further with Max and neo. One of these is Turkish 

Airlines, but US majors and COPA are also launching new routes with 

single aisles. COPA and Turkish are now two of the three biggest users of 

long-range single-aisles, and neither have ever operated Boeing 757s.

It therefore appears there is a substantial potential market for an 

aircraft with greater range than today’s single aisles and comparable 

costs per seat. However, the big question is: why should Airbus or 

Boeing do anything in this market? They both have twin-aisle products 

that can address the range, and are sharing the single aisle market 

roughly 50 / 50 for the foreseeable future.

One theory is that the superior payload range of the A321neo will put 

pressure on Boeing to move first. The A321neo has certainly seen far 

more orders to date than the 737 Max 9, outselling it by four to one, but 

there have only been a couple of notable turnovers of traditional Boeing 

operators, namely Lion Air and Pegasus. Boeing has won Air Canada 

from Airbus. However, of the 20 airlines with the most MoM capacity in 

2014, Airbus has already won A321neo orders at British Airways and 

Iberia, Lufthansa, American and US Airways, Turkish, Qatar and Etihad. 

Boeing has won 737 Max 9 commitments from United, Turkish and Air 

Canada. Perhaps the key battleground will be at Delta, which is a major 

737-900ER customer, but has also recently ordered A321ceos. 

Alternatively, if the A330neo is a comparative failure against the 787, 

Airbus may move first. 

It is too early to say if either of these scenarios will force a move. 

However, both companies have huge engineering teams that will need 

programmes to keep them busy after 2020. Boeing in particular has an 

issue with engineers retiring over the next few years, so may feel a need 

to strike first. However, committing to a multi-billion dollar programme 

seems unlikely unless market share erosion forces it. 

In summary, the business case probably needs to assume at least 2,000 

aircraft, the market may only be large enough for one player, and the 

first mover would need to assume a substantial chunk of the business 

is incremental, and not simply diverted away from one of its existing 

platforms.
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