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The airline that defies 
conventional wisdom
How Ryanair became the most profitable airline in the world 
while charging the lowest prices 

Airlines are notorious for their razor-thin margins 
and unpredictable profits. As Warren Buff ett famously 
quipped: “The worst sort of business is one that grows 
rapidly, requires significant capital to engender the 
growth, and then earns little or no money. Think airlines. 
Here a durable competitive advantage has proved 
elusive ever since the days of the Wright Brothers.”

Ryanair has defied this conventional 
wisdom. Not only has it grown rapidly, 
but it earns the highest profit margins 
globally despite charging an average fare 
of just €50. This enviable position is the 
result of a unique business model that 
delivers the lowest cost per passenger 
of any major airline.

Ryanair has the lowest non-fuel cost 
per passenger

Europe United States

Ryanair $36 Southwest $112

Other low-cost carriers $69 Other low-cost carriers $131

Hub-and-spoke carriers $224 Hub-and-spoke carriers $214

As of 12/2023.
European low-cost carriers: easyJet, Wizz Air
European hub-and-spoke carriers: IAG (British Airways, Iberia), 
Luft hansa, Air France 
US low-cost carriers: JetBlue, Alaska, Hawaiian, Spirit, 
Frontier, Allegiant
US hub-and-spoke carriers: United, American, Delta
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The story of Ryanair’s ascent begins with 
lessons learned from Southwest Airlines 
and its founder, Herb Kelleher, the visionary 
architect of low-cost aviation.

Southwest Airlines: The original low-cost carrier
Herb Kelleher pioneered Southwest’s low-cost carrier 
model, which first disrupted the US airline industry in  
the 1970s. The company’s early success stemmed from  
a crucial insight: minimizing per-passenger costs hinges  
on maximizing passenger volume and therefore aircraft 
productivity. Recognizing that major expenses like aircraft 
leases, cabin crew salaries, and fuel costs are largely fixed, 
Kelleher focused on increasing the number of passengers 
flown per plane by optimizing aircraft utilization. The more 
hours each aircraft spends in the air carrying passengers 
rather than sitting idle, and the more passengers each 
aircraft carries, the more efficiently these fixed costs  
can be spread across a larger customer base.

Ryanair has earned the highest profit margins while charging the lowest fares 
Historical net margins of major airlines
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Sources: Company annual reports, Bloomberg. Most recent data available as of 1/2025.
European low-cost carriers: easyJet, Wizz Air
European hub-and-spoke carriers: IAG (British Airways, Iberia), Lufthansa, Air France 
US low-cost carriers: JetBlue, Alaska, Hawaiian, Spirit, Frontier, Allegiant
US hub-and-spoke carriers: United, American, Delta 
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Ryanair passenger count grew by 11% annualized for the past two decades 
Passengers by year
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Sources: Company annual reports, Bloomberg. Most recent data available as of 1/2025. 

Kelleher’s original low-cost model featured five key tenets:

•Quick turnarounds. By turning planes around in under  
25 minutes—less than half the time of their competitors—
Southwest squeezed two extra flights out of each plane’s 
daily schedule. Less time on the ground meant more  
time in the air, enabling fixed costs to be shared by  
more passengers.

•Direct and short flights. The sacrosanct 25-minute  
turnaround time required a short-haul, point-to-point 
operating model, as opposed to the traditional  
hub-and-spoke network favored by incumbents.  
Direct, frequent, and short flights minimized delays  
and other frictional costs that result from baggage 
transfers for through-service connecting passengers.

•Secondary airports. Utilizing less-busy airports located 
further from city centers reduced landing fees and  
congestion delays.

•No frills. A primarily single aircraft fleet without  
televisions, free meals, or business class increased  
the number of seats per plane while reducing cost  
and complexity.

•Low fares. In a virtuous cycle, the cost savings were 
passed onto customers in the form of lower airfares,  
which drove higher load factors (or fewer empty seats)  
and further increased the number of passengers  
sharing each unit of fixed cost.

While Southwest’s innovations made it a 
formidable player in the US, a small airline 
across the Atlantic would eventually go on  
to build an even bigger cost advantage.
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Ryanair flies the most passengers per plane with the fewest employees 

Ryanair Low-cost
carrier 
average

Hub-and-spoke 
average

Ryanair Low-cost
carrier 
average

Hub-and-spoke 
average

Ryanair Low-cost
carrier 
average

Hub-and-spoke 
average

Annual passengers 
per plane (thousands)

Annual passengers 
per employee

Employees per plane

332

45

69

109 7,425

3,443

1,534

206

162

Sources: Company annual reports, Bloomberg. Data includes both US and European airlines. Most recent data available as of 1/2025.

Ryanair: Standing on the shoulders of giants
In 1988, Ryanair was a fledgling Irish airline hemorrhaging 
money. Its founder, Tony Ryan, asked his young assistant 
Michael O’Leary to help rescue the business. O’Leary soon 
flew to Dallas to meet Herb Kelleher and immerse himself  
in Southwest’s operations. He witnessed first-hand the 
impressive 25-minute turnarounds, and quickly grasped 
that productivity was the secret weapon behind  
Southwest’s low unit costs.

Inspired, O’Leary adapted Southwest’s model, 
but with key innovations that pushed its cost 
advantages even further. He deviated from 
Kelleher’s playbook in two crucial ways:

•Ancillary fees as a cost-cutting tool. Ryanair embraced 
optional charges for various services, ranging from 
checked bags to printed boarding passes at the gate. 
Perhaps most infamously, passengers face a hefty $60 
penalty for neglecting to check in online. While often 
misinterpreted as revenue generators, these fees serve a 
deeper purpose: discouraging behaviors that drive up 
costs. By incentivizing passengers to travel light and bring 
their own boarding pass, Ryanair minimizes baggage 
handling and security lines, streamlines turnarounds, 
and reduces fuel consumption. Following the introduction 

of baggage fees, the number of passengers checking in 
luggage dropped from 80% to just 20%, and the required 
number of check-in desks improved from two per flight  
to only one per 250 flights. 

•Bigger planes. Over the years, Ryanair continually 
upgraded to larger and more efficient aircraft. While 
Southwest’s fleet averages 160 seats per plane, Ryanair 
pushed toward 190 and beyond, culminating in its recent 
order for Boeing 737-MAX-10s with a 228-passenger 
capacity. This lowers unit costs without sacrificing passenger 
comfort—the larger planes simply offer more rows, not 
reduced legroom. Opportunistically timed purchases 
further improved aircraft costs, as the company’s most 
aggressive orders always coincided with industry turmoil—
most notably after 9/11, Boeing’s 737-MAX crisis, and the 
COVID pandemic. As a result, Ryanair’s ownership cost per 
plane is among the lowest in the industry despite operating 
one of the youngest and safest fleets.

Thanks to these innovations, and a relentless focus on 
efficiency and productivity, Michael O’Leary transformed 
Ryanair into the most profitable low-cost carrier in the 
world. For many airlines, a durable competitive advantage 
may indeed be elusive, as Warren Buffett observed, but  
we believe Ryanair is an impressive exception.
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Ryanair, used to exemplify portfolio manager research, is the 
largest active weight of Putnam Focused Non-US Equity as of 
12/31/24. It should not be assumed that an investment in the 
security will be profitable. Holdings are subject to change.  
Past performance is not a guarantee of future results.

This material is intended to be of general interest only and  
should not be construed as individual investment advice or a 
recommendation or solicitation to buy, sell or hold any security 
or to adopt any investment strategy. It does not constitute  
legal or tax advice. This material may not be reproduced, 
distributed or published without prior written permission  
from Franklin Templeton.

The views expressed are those of the investment manager and 
the comments, opinions and analyses are rendered as at 
publication date and may change without notice. The underlying 
assumptions and these views are subject to change based on 
market and other conditions and may differ from other portfolio 
managers or of the firm as a whole. The information provided  
in this material is not intended as a complete analysis of every 
material fact regarding any country, region or market. There is  
no assurance that any prediction, projection or forecast on the 
economy, stock market, bond market or the economic trends  
of the markets will be realized. The value of investments and the 
income from them can go down as well as up and you may not 
get back the full amount that you invested. Past performance  
is not necessarily indicative nor a guarantee of future 
performance. All investments involve risks, including 
possible loss of principal.

Any research and analysis contained in this material has been 
procured by Franklin Templeton for its own purposes and may  
be acted upon in that connection and, as such, is provided to you 
incidentally. Data from third party sources may have been used 
in the preparation of this material and Franklin Templeton (“FT”) 
has not independently verified, validated or audited such data.  
Although information has been obtained from sources that 
Franklin Templeton believes to be reliable, no guarantee can be 
given as to its accuracy and such information may be incomplete 
or condensed and may be subject to change at any time without 
notice. The mention of any individual securities should neither 
constitute nor be construed as a recommendation to purchase, 
hold or sell any securities, and the information provided 
regarding such individual securities (if any) is not a sufficient  
basis upon which to make an investment decision. FT accepts  
no liability whatsoever for any loss arising from use of this 
information and reliance upon the comments, opinions and 
analyses in the material is at the sole discretion of the user.

Products, services and information may not be available in all 
jurisdictions and are offered outside the U.S. by other FT affiliates 
and/or their distributors as local laws and regulation permits. 
Please consult your own financial professional or Franklin 
Templeton institutional contact for further information on 
availability of products and services in your jurisdiction.

Brazil: Issued by Franklin Templeton Investimentos (Brasil) Ltda., 
authorized to render investment management services by CVM 

per Declaratory Act n. 6.534, issued on October 1, 2001. Canada: 
Issued by Franklin Templeton Investments Corp., 200 King Street 
West, Suite 1500 Toronto, ON, M5H3T4, Fax: (416) 364-1163,  
(800) 387-0830, www.franklintempleton.ca. Offshore Americas: 
In the U.S., this publication is made available by Franklin 
Templeton, One Franklin Parkway, San Mateo, California  
94403-1906. Tel: (800) 239-3894 (USA Toll-Free), (877) 389-0076 
(Canada Toll-Free), and Fax: (727) 299-8736. U.S.: Franklin 
Templeton, One Franklin Parkway, San Mateo, California  
94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com. 
Investments are not FDIC insured; may lose value; and are not 
bank guaranteed.

Issued in Europe by: Franklin Templeton International Services 
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United Arab Emirates: Issued by Franklin Templeton 
Investments (ME) Limited, authorized and regulated by the Dubai 
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Please visit www.franklinresources.com to be directed to your 
local Franklin Templeton website.
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