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ASEAN AND THE EU
AGREE TO HISTORIC
AGREEMENT



The Five Freedoms of the Air

With respect to scheduled international air services,
the five "freedoms" officially recognised by international treaty are:

First Freedom - the right granted by one State to another
State or States to fly across its territory without landing.
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Second Freedom - the right granted by one State to another
State or States to land in its territory for non-traffic purposes.

Third Freedom - the right granted by one State to another State to put down,
in the territory of the first State, traffic coming from the home State of the carrier.
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Fourth Freedom - the right granted by one State to another State to take on, in
the territory of the first State, traffic destined for the home State of the carrier.
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Fifth Freedom - the right granted by one State to another State to put down and to take on,
in the territory of the first State, traffic coming from or destined to a third State.

Other freedoms also exist; the sixth, seventh, eighth, and ninth. However, ICAO refers to those
as “so-called” freedoms, because they have not been recognised by international treaties.



What is the background
to AE CATA?

The successful conclusion of the
AE CATA marks the culmination of
eight rounds of negotiations that
started in October 2016. Singapore
led the negotiations for ASEAN
with the European Commission
(EC) leading for the EU.

The purpose of the bilateral agreement
is to enhance air connectivity
between ASEAN (consisting of 10
countries, namely: Brunei, Cambodia,
Indonesia, Laos, Malaysia, Myanmar,
the Philippines, Singapore, Thailand,
and Vietnam) and the 27 EU member
states. The AE CATA also sets a
foundation for closer cooperation
between ASEAN and the EU in areas
such as aviation safety, air traffic
management, consumer protection,
and environmental and social matters.

Despite the current strict air travel
restrictions implemented by all

10 ASEAN countries following

the outbreak of COVID-19, going
forward, the AE CATA should allow
for greater cooperation. This is
important given the fact that EU is
already the third largest source of
investment and the third largest
trading partner for ASEAN.

What is included?

The ground-breaking agreement,
once formalised, will guarantee that:

o airlines of the combined 37
member states can operate
any number of non-stop flights
between countries in both regions
(i.e. unlimited Third/Fourth
Freedom Rights);

o airlines will be permitted to
operate up to 14 weekly passenger
services with one stop within
the other region to pick up
passengers on the return leg (i.e.
Fifth Freedom Rights); and

o there will be no limits on flights
with one stop to pick up cargo.

The big question -
Fifth Freedom Rights

The big question throughout the
negotiation of the AE CATA was
whether an agreement on Fifth
Freedom rights could be reached.
While the wording of the AE
CATA is yet to be fully formalised,
the information released to date
suggest that Fifth Freedom
Rights will form an essential and
core part of the agreement.

Fifth Freedom Rights are important
to airlines because they allow
networks to be built even when
demand between two States is
relatively weak - they allow an airline
to stop in a State (other than its
own) and pick up passengers before
continuing on to another destination
(usually, but not always, in a third

State). The following examples
illustrate what this will actually

mean in practice and why it will be
important for EU and ASEAN carriers:

« Example 1: ASEAN carriers flying
from Bangkok to Paris with a stop
in Frankfurt will be allowed to pick
up passengers and cargo for the
leg between Frankfurt and Paris.

o« Example 2: EU carriers flying from
Dusseldorf in Germany to Bali,
Indonesia, will be allowed to stop
to pick up passengers and cargo at
other destinations within ASEAN
member states (e.g. Singapore,
Kuala Lumpur, or Jakarta).

Response from the industry

The International Air Transport
Association’s (IATA) recently revised
its forecast for airline net losses in
2021 downwards to $47.7 billion as

a result of the slower-than-hoped-

for recovery of air travel from the
pandemic. Against that pessimistic
backdrop, the announcement is
welcome news for the airline industry
in the two blocs and may assist
ASEAN and EU airlines to rebuild their
network connectivity going forwards.

While the general response has been
largely positive, certain industry
stakeholders have commented that
the real impact could be minimal, at
least initially. This is because there
are a number of relatively liberal



bilateral agreements that already
exist between the larger States in
both the ASEAN and EU blocs which
already grant Fifth Freedom Rights
and more.

That being said, the AE CATA will
provide a foundational framework

for future cooperation between the
two trading blocs and may allow
carriers from States where bilateral
agreements do not exist to compete
on existing routes and/or to develop
their route networks to service under-
connected destinations.

What are the potential challenges?

Whilst providing a positive step
towards fair competition and
increased prospects for trade and
investment for EU and ASEAN
airlines, the AE CATA does face
potential future barriers, including:

o Slots: traffic rights are largely
irrelevant if slots cannot be
granted and secured by airlines.
The AE CATA is unlikely to have
any impact on slot allocation
meaning that carriers that already
experience issues securing slots
will continue to be frustrated.

« Competition: airlines from third
countries which already have
hubs located between the EU and
ASEAN will continue to provide
stiff competition for both EU and
ASEAN carriers; and
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e COVID-19: it may take time to
rebuild air links that have been
devastated by the pandemic
although (hopefully) much of this
rebuilding work will have been
done by the time the agreement
enters into force.

It should also be noted that while
the timing of the AE CATA is

helpful, it was not produced as a
response to the pandemic and is
not a mechanism to facilitate border
reopening or the resumption of
international travel. Such issues

will need to form the subject of
separate discussions as the world
continues to emerge from COVID-19.

What happens now?

The AE CATA will now be submitted
for legal review, with the projected
date of entry into force to be
confirmed. It is worth noting that the
official wording of the AE CATA is yet
to be released and certain anticipated
terms could be subject to revisions by
lawyers acting for both blocs.
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