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lobal air transport industry profits are predicted to reach

$33.8 billion in 2018, according to the International Air
Transport Association (IATA), versus a $38.4 billion forecast
in December 2017.

The 12% downgrade is mainly due to higher fuel prices
and labour costs. This year’s net profit will translate into 4.1%
net margin, the lower net margin recorded by the airline
industry since 2015.

Overall revenues are predicted to total $834 billion,
versus $754 billion in 2017. But while revenues will be 10.7%
up from last year, expenses will grow at 11.5%.

For airlines, controlling the costs is the issue, going
forward. IATA says inflation pressures are starting to
emerge at this late stage of the economic cycle and airlines
are facing ‘significant pressures’ from rising fuel and labour
costs in particular.

The organisation expects the full-year average cost of
Brent Crude to be $70 a barrel. This will be up from last
year's $55 a barrel (IATA predicted $60 a barrel in 2018).

Jet fuel prices are expected to rise to $84 a barrel. This
will represent a 26% increase for airlines and as a result fuel
costs will account for 24.2% of total operating costs (up from
a revised 21.4% in 2017). Over the past 10 years, fuel costs
have represented 27.7% of total operating costs on average.

Overall unit costs are forecast to rise 5.2% this year, after
a 1.2% increase in 2017. This four percentage point increase
will be significant for airlines.

The industry keeps ordering aircraft

At this year’s Farnborough air show, all five major
manufacturers announced orders and commitments, with
some more strategic than others.

Indian carrier Vistara, a joint venture of Tata Sons
and Singapore Airlines, continued to commit to the
Airbus narrowbody family, but because it is about to start
international operations, the carrier selected the Boeing
787-9 model.

Privately owned Vietnamese low-cost carrier Vietjet
selected the Max 10 model, through a memorandum of
understanding (MoU) for 80 units (along with 20 Max 8s)
complementing an existing commitment for 100 737 Max
8s. Vietjet operates 28 A320s, 30 A321s (and has a backlog
for another six), as well as one A321neo (with another 72
on backlog). Vietjet also ordered an additional 50 A321neo
aircraft at the air show. Nguyen Thi Phuong Thao, Vietjet’s
president and chief executive officer, says this dual-aircraft
original equipment manufacturer (OEM) strategy provides a
degree of protection against delivery delays.

During the show, Airbus won new business for 431
aircraft (93 firm orders and 338 MoUs). Those comprised 60
A220-300s, 304 A320-family aircraft, 42 A330neos and 25
A350s.

The European manufacturer notably announced 42
commitments for the A330neo, including both the -800
and -900 models. Boeing announced 673 orders and
commitments, reflecting a continued resurgence in demand
for freighters and strong order activity for the 737 Max and
787 passenger aircraft.

The US manufacturer secured 48 orders and
commitments for the 777F, notably five for the 747-8F
model. Embraer had a good show with sales, options and
Letter of Intent (Lol) commitments for a total of 300 aircraft.

In the North American market, the Brazilian
manufacturer continued to sell the E175 model. United
Airlines signed a firm order for 25 E175 jets in a 70-seat
configuration. Including this new contract, Embraer has
sold more than 420 E175s to airlines in North America over
the past five years. Republic Airlines signed an Lol for a
firm order of 100 E175s, with the right to convert to E175-E2
aircraft, and purchase rights for an additional 100 E175s.
E2 commitments are coming in but not at the pace most
people expected. At the show, Embraer announced three
commitments for the E195-E2 model and one E190-E2
commitment.

The market was quieter for turboprop aircraft, with
ATR announcing three firm orders and 13 commitments.
Bombardier announced a new customer for the CRJ900
model: Uganda Airlines.

There was an unusual amount of undisclosed
announcements at this year’s show, especially from
Airbus. Of the 1,424 total undisclosed announcements
represented 417 aircraft, or 29.3%.

No financing issues
Financiers and investors continue to be attracted to the
aircraft market.

Boeing’s Current Aircraft Finance Market Outlook
(CAFMO) expects commercial bank debt to continue its
resurgence in 2018 as new global banking regulations drift
further into the future.

The banking sector remains heavily involved in
financing with China expected to finance almost 28%
of this year’s jet aircraft deliveries. The Japanese banks
are expected to take almost half of China’s output with
17%, followed by Germany with 16%, France with 9% and
Australia with 8%, the USA with 7% and the UK with 5%.

Bank debt emerging from Japanese banks is expected
to show the largest increase. “The growth in Japanese
banks’ role in aircraft finance is attributable to two factors:
first Japanese regional banks are joining Japanese global
banks in financing aircraft and second, year-over-year
higher deliveries to Japanese airlines,” said Tim Myers,
president of Boeing Capital (BCC) in an interview with
Airfinance Journal.

According to the outlook, China’s involvement is
expected to reduce in terms of percentage points this
year. “In 2017, Chinese airlines reduced their appetite
for financing their deliveries in reminbi and increased
US dollar-denominated financing as a result of currency
movements. This made Chinese banks’ pricing more
in line with other global banks and allowed more non-
Chinese banks to participate in financing deliveries into
China. We are still seeing a trend of ‘China funding China’
due to the interest in the market and growth of passenger
travel in the region,” said Myers.

Boeing forecasts continued strong demand for new
commercial aircraft in 2018, resulting in about $139 billion
in deliveries by major manufacturers. The annual aircraft
financing requirements is expected to grow to $189 billion
by 2022.

In 2018, a quarter of new aircraft deliveries will be
funded with cash from airlines. This compares with 27% in
2017 and 24% of deliveries cash-funded in 2016. A
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Good times, bad times

Aviation might still be enjoying its supercycle, but that does not mean there
is nothing bad waiting around the corner, writes Bert van Leeuwen, with
contributions from Albert Muntane Casanova and Steven Guo, DVB Bank SE.

n last year’s industry review,

we reluctantly revived the term
“supercycle” to describe the state of
the industry. Now, more than halfway
through 2018, we can conclude
that indeed the good times are still
continuing in the commercial aviation
business in a way never seen before.

Traffic volumes in revenue
passenger kilometres (RPK) have
been growing more than 5% a year
since 2010 and over the first half of
2018 global traffic increased by a very
robust 7%. In addition, airlines are still
enjoying higher load factors. Over
the first half of 2018, the load factor
improved to 81.3%, a level not deemed
possible only a few years ago.

After some fairly high-profile airline
defaults during the past few years,
and recognising that many airlines
are still struggling, the bottom-line
results of the world’s air transport
providers looks healthy, with positive
net operating results every year
since 2010 and even decent returns
on invested capital for the past four
years.

The International Air Transport
Association (IATA) did adjust its
forecast for the industry’s 2018 profit
from $38.4 billion (December 2017)
to $33.8 billion (June 2018) because
of expected increases in fuel, labour
and interest costs, but even at the
new lower level this still is an excellent
result by industry standards.

Order volumes for new aircraft
reached a peak in 2013-14 but
ordering continues at high levels.
Today, the industry backlog for
western-built commercial jets is
about 50% of the in-service fleet of
about 28,000 aircraft. This backlog
is equivalent to almost nine times the
2017 level of production. In reality,
the backlog can be fulfilled quicker
because 2017 production levels were
restricted by (engine) supply problems
for some of the more popular aircraft
types.

Clearly, not all airlines are
profitable and not all manufacturers
have reasons to celebrate. Sales
volumes for the Airbus A320 family
and the Boeing 737 have reached
unprecedented levels, but twin-aisle
sales are definitely not as strong while
in the regional jet market, a relatively
large group of manufacturers, is
competing for a relatively limited
number of new aircraft orders.

The regional jet landscape,
however, is changing dramatically.
Airbus took over the Bombardier
CSeries programme and renamed
the aircraft Airbus A220. In response,
Boeing revealed plans to take over
the commercial jet unit of Embraer.
Should this deal materialise, the
market will see Airbus and Boeing
competing head-to-head over virtually
the full range of commercial jets
with more than 100 seats. It seems,
however, the North American-
Brazilian link up (that clearly was a
response to Airbus’s move to take
over the CSeries) is mainly driven by
Boeing’s desire to access Embraer’s
engineering resources and benefit
from lower production costs in Brazil —
more so than the desire the become a
regional jet player.

On the money side of things,
the industry continues to attract
new investors and financiers which
are looking for yields unavailable
in their traditional markets. As a
consequence, the aircraft finance
market is extremely competitive,
which translates in low margins and,
for lessors, very low lease-rate factors.

In addition, it seems terms for
airlines and aircraft lessors are
becoming increasingly borrower-
friendly. While in the past competition
outside of the mainstream new
aircraft market was limited, today
market niches, such as aero-engines,
freighters, predelivery payment
financing, older equipment and
end-of-life assets, enjoy the interest
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of a good number of financiers

and investors. Fortunately, trading
volumes are high and, because of
the combination of strong demand,
restricted supply and low fuel cost,
airlines are generally willing to extend
leases, even for slightly older-
technology aircraft.

So, are there no clouds in the sky
at all for the industry? Certainly not.
There is still a number of airlines in
trouble. The future of Alitalia remains
uncertain and the recent pressure
on selected emerging market
currencies, in particular Turkey, but
also Argentina and South Africa,
could cause problems for the local
carriers. The spreading protectionism,
trade tensions and the political
unpredictability of certain countries
have not made any major impact on
the airline business yet, but these
factors will be cause for concern for
some time.

On the equipment side, while
the manufacturers cannot produce
enough A320s and 737s, it seems
the larger widebody segment is
struggling and the current-generation
Airbus A330 and Boeing 777 may
come under more pressure once
the temporary demand to replace
grounded Rolls-Rolls-powered Boeing
787s disappears.

Investors with significant positions
in large twin aisles, such as the Airbus
A380 or even 777s, probably look at
future lease terminations with some
concern. While some A380s returned
by their previous owners continued
as flyers (but at what terms?), others
were parked in Tarbes, France, and
only seem to serve as part donors
(including the high-value engines).

The title of the most recent (July
2018) update of the International
Monetary Fund’s (IMF) World
Economic Outlook clearly has a less
optimistic tone compared with the
July 2017 edition. While last year the
theme was “A firming recovery”, this



year the report’s subtitle is “Less even
expansion, rising trade tensions”.
While the IMF maintains that the
pickup of the global economic growth
remains about 3.9% both in 2018 and
2019, the organisation also notes

that the expansion is becoming less
even, that expansion in some major
economies has peaked and that risks
to the outlook are mounting.

Projected oil price increases have
been adjusted downwards for 2019.
The average oil price was $42.8 a
barrel in 2016, $52.81in 2017 and
the IMF now projects an average
of $70.23 (adjusted from $59.9 in
the January 2018 World Economic
Outlook) for 2018 and $68.99
(adjusted from $56.4 in the World
Economic Outlook) for 2019.

It seems demand for air transport
services is still sufficiently strong,
even without the stimulus of lower
ticket prices. However, despite
generally strong yield figures, rising
oil prices have already had an impact
on the bottom line of a number of
airlines. Disruption of global trade
and industrial production as well as
further — unexpected — rises in oil
prices are obviously potential threats
for commercial aviation, and under
a negative scenario could put the
prolongation of the supercycle at risk.

As mentioned in the headline of
IMF’s July 2018 report, expansion
levels differ per region. Advanced
economies are projected to grow
by 2.4% in 2018, before easing to
2.2% in 2019. Emerging markets and
developing countries are at 4.9% and
5.1%, respectively. The US is expected
to enjoy a temporary strengthening
because of a combination of fiscal
stimulus with the existing strength of
the private sector. Unemployment is
at very low levels. Growth in the US
is projected at 2.9% in 2018 and 2.7%
in 2019.

Growth numbers in the Euro area
were adjusted downward to 2.2% in
2018 and 1.9% in 2019 as a result of
activities softening in the first quarter
in Germany, France and ltaly.

Also Japan has been revised
downward 1% in 2018 and 0.9% in
2019 as a result of weak private
consumption and investment.

Emerging countries, according to
the IMF, experienced the impact of
rising oil prices, high US yield levels,

a strengthening US dollar, trade
tensions and geopolitical conflicts.
The updraft on oil exporters from

the improving fuel prices was largely
offset by the drag this caused on other
economies. Emerging and developing
Asia is expected to grow at no less
than 6.5%, with China, however,
seeing a drop from 6.9% in 2017 to
6.6% in 2018 and 6.4% in 2019. Growth
in India is expected to rise from 6.7%
in 2017 to 7.3% in 2018 and 7.5% in
2019.

In developing Europe, growth of the
Turkish economy is expected to slow
down significantly from 7.4% in 2017 to
only 4.2% in 2018 and 3.9% in 2019.

Growth in Latin America remains
modest at 1.6% in 2018, increasing to
2.6% in 2019. While for commodity
exporters the higher prices provide
some support, tighter financial
conditions and the need for policy
adjustments in Argentina as well as
strikes and political tension in Brazil
explain the more subdued outlook.
Renegotiation of the North American
Free Trade Agreement and the
collapse of the economy in Venezuela
are other negative factors.

Intensifying geopolitical conflicts
and the need for fiscal consolidation
in the Middle East are compensated
by the improved outlook for oil.
Consequently, growth is projected to
strengthen from 2.2% in 2017 to 3.5%
in 2018 and further to 3.9% in 2019,
numbers that were adjusted upwards
from the earlier April economic
outlook.
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In sub-Saharan Africa, growth
figures have been adjusted upwards
thanks to rising commodity prices,
from 2.8% in 2017 to 3.4% in 2018
and 3.8% in 2019. Finally, the IMF
expects a stabilisation of growth at
about 2.3% for the Commonwealth
of Independent States, implying an
upward revision to 2.3% in 2018 and
2019. Russia and Kazakhstan both
should benefit from stronger oil prices.

Overall, the IMF notes for the global
economy that the downside risks have
become more salient, most notably
the possibilities of escalating and
sustained trade actions and tighter
global financial conditions. Financial
conditions face the possibility of
abrupt shifts because of the market’s
reassessment of fundamentals and
risks.

The global aviation industry has
proven remarkably resilient to many
geopolitical and other non-economic
shocks in recent years. According
to the United Nations World Tourism
Organisation (UNWTO) World
Tourism Barometer, global travel and
tourism remained relatively strong
over the first four months of 2018 as
international tourist arrivals increased
by 6.2%. Over the full-year 2016,
international tourist arrivals increased
3.9%, while full-year 2017 saw a 6.8%
increase.

There were big differences among
the various regions. Africa and Europe
grew by 9% and 8.4%, respectively
in 2017 but both saw a drop to 5.6%
and 6.8%, respectively over the first

Recent monthly traffic developments
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months of 2018. The Americas had
3.3% more tourist arrivals last year,
with 3% so far this year. Asia-Pacific
seems to be speeding up, from 5.6%
in 2017 to 7.8% in early 2018, while
the Middle East remains stable, going
from 4.6% last year to 4.5% now.

In terms of total tourism spending,
China takes the top position with
$258 billion, followed by the US with
$135 billion, Germany with $84 billion,
the UK with $63 billion and France
with $41 billion.

The top net earner from global
tourism is the US with $211 billion,
followed by Spain with $68 billion,
France with $61 billion, Thailand with
$57 billion and Italy with $44 billion.

Itis a far cry from the 1960s when
international tourist arrivals reached
only 69 million. By the year 2000, this
number had increased to 669 million:
that had almost doubled by 2016 to
1.23 billion. For 2018, another increase
to 1.8 billion is expected.

Last year, air transport had a share
of 55% of all tourist arrivals, followed
by 39% for road transport. Water (4%)

and rail (2%) are relatively insignificant.

Confidence in international tourism
remains high, according to UNWTO.
Its expert panel’s outlook for the
May-August period this year is one of
the most optimistic in a decade, with
sentiments particularly upbeat for
Africa, the Middle East and Europe.
Over the first half of 2018, global
RPKs increased by a solid 7%.
According to lata, this growth level still
illustrates the strength of underlying
demand, despite a slight slow down
versus the 7.9% achieved during the
first half of 2017. This year the industry
has not been able to lower airfares to
stimulate demand because of rising
input costs, most notably fuel prices.
The average return fare (before
surcharges and taxes) in constant
(2018) US dollars dropped to $394
in 2016 from $380 in 2017 but is
anticipated to remain at this level
in 2018. A stabilisation of airfares
would be relatively unusual, taking
into account that between 1998 and
2018 fares dropped by 59%. The main
factor ending this period of falling
ticket prices is obviously the cost of
fuel because it has mainly been the
lower fuel price that enabled airlines
to lower ticket prices. Fuel cost for the
global airlines dropped dramatically —
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22.1% — especially between 2014 and
2015. Between 2015 and 2016 another
significant drop of 24.1% could be
noted but between 2016 and 2017 the
fuel bill increased by 10.3% and for the
year 2018 another increase by no less
than 26.1% is projected. The average
annual fuel price in dollars a barrel
dropped by 41.9% in 2015 and 21.9%
in 2016 but increased again in 2017
by 28% and for 2018 another 25.9%
increase is anticipated. Between 2017
and 2018, fuel cost as a percentage of
total operating cost is set to increase
to 24.2% from 21.4%.

The projected total spend on air
transport in 2018 is anticipated to
be about $834 billion, 10.7% higher
compared with the $754 billion from
2016. In real volume terms, both the
RPKs and the number of passenger
departures are projected to increase.
The RPK volume will rise from 7.75
billion in 2017 to an estimated 8.29
billion this year, a 7% increase. The
number of passenger departures will
increase by about 6.5% to 4.36 million.

The airline industry is offering its
customers an increasing range of
direct connections. Over the past 20
years, connectivity increased by 108%,
and today the world’s airlines offer
connections between well over 21,000
unique city-pairs.

From a financial perspective, the
airlines entered a new era in 2015.
Before then, global airline operating
profit margins would be about 3%
to 4% at best and generally any
profitable year would quickly be
followed by one or more years with

break even or negative results. In
2015, the profit margin suddenly
skyrocketed to 8.6% and this

level could be maintained in 2017.
Preliminary figures for 2017 indicate a
slight reduction to 7.5%. For 2018, the
expectations are even more modest
with a forecast for 6.8%. Clearly, as

a result of increasing (fuel) costs the
industry has passed the peak of the
profitability cycle, but compared with
previous cycles, there seems to be no
short-term risk of the global airlines
diving into the red.

It should be noted that the main
cause of this swing in profitability has
been the structural changes in the
North American airline landscape.
The main contributors to the global
airline profit numbers are without
doubt the North American carriers. It
is interesting to compare the absolute
post-tax profit per region and the
profit per passenger. By both criteria,
North America stands out.

Comparing net profit figures, the
system-wide global commercial airline
profit reached $38 billion in 2017.
Just over 48% of this, or $18.4 billion,
was generated by North American
airlines. Almost 27% came from the
Asia-Pacific, overtaking their European
competitors to take second position.
European airlines contributed 21%,
the Middle East just under 3%, Latin
America just over 1% and African
airlines lost $100 million, so not
contributing to industry profitability.

For the year 2018, the relative
positions are not expected to change
a lot. North America is projected to

Crude Oil & Jet Fuel - Price Development

As of Aug. 21st : WTI = $66,50 / BBL; Brent $71,11/ BB
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account for 44% of the anticipated
$33.8 billion net profit, Europe and
Asia-Pacific each about 24% to

25%, respectively. The Middle East
carriers are expected to improve their
results to $1.3 billion, or about 4% of
the industry total. Latin America is
projected to contribute just below 3%,
while Africa will again be negative.

Comparing the profitability per
passenger eliminates the impact
of the relative size of each region.
Asia-Pacific as an example has a
share of 33.7% of global traffic, versus
only 2.2% for Africa. Profitability
per passenger as such reflects the
performance of each region more
fairly. For 2018, each North American
airline passenger is projected to
generate $15.67 net profit. In Europe,
it is $7.58, with $5.89 in the Middle
East and $5.1in the Asia-Pacific. In
Latin America, profit per passenger
is a bit lower at $1.78 and African
carriers, which subsidise each
passenger, generate a negative $1.55
per passenger.

Apart from the benefit of lower fuel
cost, the North American result can be
explained by the increased (domestic)
market power of the major airlines
after a wave of consolidation. This has
enabled improved pricing power, as
well as higher load factors and more
income from ancillary services.

Traditionally, when airline
profitability goes up, the new order
volume for commercial aircraft
increases also. In the past years, this
relationship has been broken. While
the industry profit doubled between
2014 and 2015 and subsequently
stayed at a near record high level in
2016-18, the number of new aircraft
gross (net) orders dropped from about
3,500 (3,100) in 2014 to about 2,400
(2,500) in 2015 and 2,200 (1,750) in
2016 to just under 2,600 (2,300) in
2017 (new orders for western-built
jets).

Over the first seven months of 2018,
the trend in new ordering seems to
continue up again with about 1,100
(1,000) orders versus just about
800 (700) over the same period in
2017. It has to be taken into account
that counting orders is not always
straightforward, because of different
contract types. Apart from firm
orders, manufacturers also announce
memorandums of understanding

(MoUs), letters of intent (Lols), options
and option Lols. As an example,
during the 2018 Farnborough air show
a total of 1,464 order commitments
and options were announced by the
manufacturers, of which only 400
(27%) were firm orders.

Both the 737 and the A320 continue
to be the most popular commercial
jet types by far. According to the
Flightglobal Ascend database, Boeing
sold about 450 737 Max aircraft
during the first seven months (75
cancellations) of the year, including
orders announced at Farnborough.
Airbus sold more than 200 A320neos
during the same period. Despite
reliability problems and production
delays around the new single-aisle
engines, it is clear that the 737NG and
A320 are coming to an end. Boeing
received orders for only 13 more
NGs, while Airbus’s orders totalled 22
A320s.

After the transfer of the CSeries
family of large regional jets from
Canada’s Bombardier to Airbus, a
firm order for 30 aircraft was received
(excluding any Lols or options, etc).
Bombardier sold another 30 CRJ900
regional jets.

Despite a flurry of different types
of commitments at Farnborough,
Embraer has only a limited firm order
volume. So far this year, the old
Embraer E1 version is still outselling
the new E2. Japanese manufacturer
Mitsubishi’s MRJ has not had much
sales success this year.

Widebody aircraft sales volumes
are still relatively low, but improving.
Boeing sold about 105 of its 787 types,
while Airbus placed about 58 A350s.
While Boeing also sold about 33
777s, the vast majority of these sales
were for the freighter version of the
aircraft. In addition, Boeing sold 14
747-8 freighters and 20 767-300ER
freighters. Airbus sold 14 A330s,
of which the majority was for the
re-engined A330-900neo version.
Emirates Airline also placed orders for
another 20 A380s, giving the type a
shot in the arm.

Kerosene-type jet fuel prices were
up by 38% in August 2018, compared
with a year ago. Despite the fuel price
increases during the past months, and
oil at about $70 a barrel no longer
cheap, it seems that airlines are still
comfortable with extending leases on
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existing old- and current-technology
aircraft, rather than making a massive
switch to new-technology equipment.
By doing so, airlines can benefit from
the highly competitive situation among
aircraft lessors and operate low
capital cost (or low lease rate) aircraft
without paying a huge penalty in the
form of a massively higher fuel bill.

As generally airlines expect a gradual
increase in fuel cost, the market has
not seen massive cancellations of

the new-generation aircraft; however,
reportedly aircraft lessors are not

able to generate significant lease-rate
premiums for the new-technology
aircraft compared with the older types,
where short-term availability is at a
premium.

After having fluctuated between
about $2.8 and $3 in 2013-14, jet
fuel (US Gulf Coast, FOB) reached a
low in January 2016 at just over $0.8
a gallon. Subsequently, the price
showed a generally upward trend to a
peak of $2.22 in May this year and, in
August, kerosene fluctuated between
$2 and $2.1 per gallon.

Apart from the still modest price
of jet fuel, it seems the new order
volume is held back by the record
backlog already on order and the
resulting significant lead times for the
delivery of the more popular jet types.
Overall, the backlog for western-built
commercial jets (all civil operations) is
equal to about eight-and-a-half times
the number of jet deliveries made in
2016. As production is set to increase
in the coming years (bar any supplier
constraints, such as engines and
interior parts), burning off the backlog
may not take as long.

The launch of a new aircraft type
can have a stimulating effect on
order volumes. Compared with the
boom years in the first half of the
decade, major new product launches
were almost absent during 2015-

17, not counting some significant
product variants (such as the Airbus
A321neo LR). Most developments
that were announced focused on
range increases and high-density
interiors, by applying slimline seats,
more compact galleys and toilets and
reconfigured emergency exits.

However, the importance for aircraft
orders of the launch of a new aircraft
type was vividly illustrated during the
2017 Paris air show, when Boeing
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launched a new stretched version of
the 737 Max family, dubbed the Max-
10. Shortly after the launch of this new
version, Boeing booked more than
360 commitments, 260 orders plus
over 100 Lols and options. It must be
noted that the majority of these orders
were changes in variants.

The year has not seen any major
new aircraft launches, apart from a
rebranding of the former Bombardier
CSeries CS100 and CS300 as the
A220-100 and A220-300, respectively.
It can be argued that even this
change sparked additional interest
in the type because immediately
after the announcement some
major commitments followed, after
some years of relative calm in the
orderbook.

Another fairly low-profile
development is the intended redesign
of the 787-8. While this launch
version of the 787 enjoyed good
sales success in the early phase of
the programme, later on the spotlight
moved to the bigger 787-9 and -10
and the orderbook for the 787-8
slowly dried up.

In April, American Airlines placed
an order for 787s, surprisingly
including the -8 version. It turned out
this was for a structurally different
-8, compared with the earlier
aircraft. Reportedly, the aft fuselage
commonality between the 787-8 and
787-9 is relatively low, only 30%, while
commonality between the -9 and -10 is
almost 95%. Apparently, this resulted
in relatively high production cost
for the -8, making this version less
attractive to sell for Boeing, compared
with the more lucrative -9 or -10.

With a more common design, the
manufacturing cost of the -8 will go
down, which will improve the profit
margin on future sales. Interestingly,
while this will also strengthen Boeing’s
competitive position versus the
A330neo, the improved 787-8 design
plus the 2017-launched 737 Max-10
could, in theory, limit the open space
in the market for a future Boeing
New Midrange Aircraft (NMA). This
middle-of-the-market NMA — and
Airbus’s response to it — probably is
the most exciting potential new aircraft
design of the moment, and the subject
of many industry debates. Boeing
released a rendering of the NMA this
year, and reportedly is thinking about
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two versions, probably called 797-6X
and 797-7X. Any launch decision will
only be made in 2019, interestingly
while maintaining the entry-into-
service date in 2025.

Like in 2017, during the first months
of 2018 any airline or leasing company
looking to finance its fleet purchases
had ample choice from a range of
funding sources. Both debt funding
and equity is abundantly available at
historically low cost and offered by a
broad range of lenders and investors
worldwide. The only traditional
sources of funding that have not been
available for about three years has
been export finance for Airbus and
Boeing products.

Both the Export-Import Bank of
the United States (Eximbank) and the
European export credit agencies (ECA)
had their problems. While Eximbank’s
charter was reauthorised for five years
at the end of 2015, the US Senate
did not nominate three new board
members, essentially taking away the
bank’s ability to approve big-ticket $10
million-plus transactions.

Last year, Scott Garrett, a former
congressman, was nominated to lead
the bank, but the Senate Banking
Committee rejected his nomination.

In July, President Trump nominated
Kimberly Reed to serve as president
of Eximbank after her nomination as
first vice-president was withdrawn
earlier in the year. In August, Reed’s
nomination got support from the
Senate Banking Committee. Other
nominees for the board of directors
are Spencer Bacchus, Judith Prior and
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Claudia Slacik. Senator Pat Tooney,
however, said he would continue to
block a quorum on the bank’s board,
so the bank will still not be able to
approve big-ticket transactions.

Interestingly, ECAs from ltaly and
the UK guaranteed credit lines for
local suppliers to help financing for
Boeing products. As an example, Lot
Polish Airlines has taken two 787s
on finance leases with guarantees
from UK Export Finance (UKEF).
These aircraft are the first 787s to
be guaranteed by UKEF under a
programme in which the UK’s export
credit agency offers support for
(Rolls-Royce-powered) aircraft with a
significant UK content.

As an alternative to export credit,
Boeing, together with Marsh &
McLennan and Aircraft Finance
Consortium, developed the Aircraft
Finance Insurance Product (AFIC).
This is a syndicate of insurance
companies (Allianz, Axis Capital,
Endurance/Sompo International and
Fidelis) providing a default or non-
payment insurance for banks and
capital market investors funding new
aircraft purchases from Boeing. The
premiums and advanced rates are
inspired by the terms set forth in the
2011 Aircraft Sector Understanding.
The structure has already been
used to finance more than $1 billion-
worth of commercial jets. While AFIC
reportedly has no immediate plans to
support Airbus aircraft, there seems
to be no specific reasons why the
European manufacturer could pursue
a similar solution.



In Europe, the problems were of
an entirely different nature. In April
2016, UKEF, Coface (France ECA) and
Euler Hermes (German ECA) halted
all guarantees and export support for
Airbus aircraft. Alleged “inaccuracies”
in applications for export credit
financing relating to information
provided in respect to consultants
and other third parties were the
reason for this suspension of support.
In early 2018, Airbus reached an
agreement with the ECAs on a
process under which it would be able
to apply for UK ECA support again
this year and, in April, the company
was reported as having received
European export credit support for
two A330s going to Rwandair.

Air transport market - first-half 2018
After a couple of years of good

times, could it be that the tide has
already turned? After all, one of the
most used terms in quarterly and
half-year reports from airlines during
the first half of 2018 was “fuel price
increase”. Despite some negative
impact on the results of many airlines,
passenger growth still remains very
strong, and this has enabled airlines
to adjust their pricing upwards. Maybe
surprisingly, the continuous political
uncertainties worldwide are not
having much of an impact on demand
— although it would be interesting to
know how much higher passenger
demand would have been had those
uncertainties not been there.

Less than a year ago, as an
example, Japanese hotels were
warning their guests there could be
North Korean rockets. After three
years of RPK growth between 7.4%
and 8.1%, the forecast for 2018 is
slightly below at 7%, which is not
enough to signal a real change in the
trend yet.

In 2017, airlines delivered the
highest-ever profits as an industry
and, according to lata, they generated
a record net profit of $38 billion (5%
net margin), which would translate
approximately into a net profit of $9.3
per passenger.

These were a result of a very strong
demand, where RPK grew 8.1% on a
6.7% available seat miles (ASK) growth
and, as a result, airlines experienced
their highest-ever load factors,
reaching an average of 81.5% on a
global basis. Passenger yields were
down 0.8% versus 2016, but this yield
development shows a remarkable
improvement compared with previous
years. As airlines were experiencing
an increasing fuel cost, they seem
mostly to have been able to pass on
those increases to passengers.

As can be observed from the
chart, profitability in 2017 has been
consistent with 2016 levels across
all regions, with again North America
maintaining the lion’s share of net
profits, followed by Asia-Pacific and
Europe. Forecasts for 2018 based on
first-half data show a bit of a reversing
trend in the first two regions, but
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apparently keeping or increasing its
levels in Europe. Last year, at this
same time, the forecasts for 2017
profits were $31.4 billion, and airlines
and lata updated their forecasts after
mid-year to a record $38 billion in
order to reflect better-than-expected
second-half demand.

Initial information for July 2018 is
showing a very strong performance
in terms of load factors, but given
the pressure on the costs side (fuel
and wages) and potentially negative
foreign exchange effects for some
airlines, it is too early to foresee a
reviewed 2018 forecast.

Using data from The Airline Analyst,
we performed a more granular
analysis on airline profitability in
2017. Using a sample of 160 airlines
(including both passenger and cargo),
we see that the majority of those
(79%) were profitable — ie, they had
positive net results — and only 21%
posted negative results. If we then
look at earnings before interest,
taxes, depreciation, amortisation
and rent cost (Ebitdar) levels, these
airlines delivered on average a
19% Ebitdar margin. This compares
positively with 14% in 2010, the first
year when the industry had positive
net results after the global crisis.
While not evenly distributed, and
with the potential caveat of the fuel
price, the 2017 Ebitdar figures seem
to suggest that the majority of airlines
are proficient and capable to manage
their operations profitably.

However, if we look at these same
airlines at net profit levels, we clearly
see that the biggest portion of last
year’s profits come from a reduced
number of airlines, and many others
are only capable of delivering small
results.

Nevertheless, the picture looks a
bit brighter if we put these numbers
in relation to the respective airline
revenue sizes.

As we can see in the chart, airlines
are showing a solid improvement in
managing their operating margins
(Ebitdar) and also have managed
a significant reduction in their
debt levels, which results in lower
adjusted net debt/Ebitdar ratios. This
combination of better operational
results and financial metrics give us
some comfort in the resilience of the
airline industry in a potential downturn.
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Meanwhile, airlines seem not too
worried about a potential downturn
and they continue to order and
lease aircraft to accommodate the
continuous growth of demand.
Measured in ASK, Asia-Pacific is
leading such growth in both 2017
and 2018, followed closely by Europe
and Latin America. The Middle
East, however, has slowed its past
impressive growth rate. North America
shows a stable growth rate at about
4%, very much in line with previous
years.

The most relevant fact, though,
remains that all regions are
forecasting a growth in demand above
growth in capacity (RPKs are above
ASKs in all regions) for the current
year, and some regions are showing
a massive capacity growth in the first
quarter of 2019.

Taking a different angle, and
according to schedules and capacity
data from Diio/SRS Analyser, if we
look beyond the regional focus we
find that capacity has been growing at
a higher rate in non-hub airports than
in traditional hubs.

Perhaps not surprisingly given the
saturation of some of the largest hubs
and the ever-present growth of the
low-cost carrier (LCC) model, capacity
at non-hub airports measured in ASK
accounts already for 55% of the total
production of passenger airlines. With
growth rates that are almost twice of
those in hub airports, the gap between
non-hubs and hubs continues to
expand.

If we look at the seat capacity
distribution per airline groupings, we
can clearly see that on a global level,
LCCs account already for almost
one-third of the seats available, and
taking into account that traditionally
this type of operator reaches higher-
than-average load factors, it can safely
be assumed that LCCs already carry
one-third of all passengers. In any
case, LCCs continue to grow faster
than their traditional competitors.

It is comforting to see that the
recovery in the airfreight market
continued to be strong throughout
2017 and — albeit at a more moderate
pace — also in the first half of 2018.
This slowdown in the upward trend
mainly reflects the fact that the
inventory restocking cycle is adjusting
downwards and also that export
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orderbooks of manufacturing firms are
also experiencing some moderation

in their development because of

the political frictions arising from
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protectionism and tariffs. This is visible
in the export orderbooks of several
countries (China and the US, but also
Germany, Japan or South Korea),



and therefore could be indicative of
a global slowdown in global trade
conditions. Nevertheless, industry
freight tonne kilometres (FTK) grew
4.7% in the first half of 2018 and the
forecast for the entire year is 4%, but
unlike in the previous years, available
freight tonne kilometres grew more
than FTK, resulting in a lower load
factor of 44.7% (down 0.6 points
against the first half of 2017).

At regional level, Asia-Pacific
(which is the biggest air cargo market
with about one-third of the total)
experienced a growth of 4.6% on
a 6.8% increase of capacity, which
resulted in a decrease of 1.1 points of
load factor.

While demand is growing below
capacity, the continuous positive
development of cargo yields has
helped the performance of revenues
in the first half of 2018, as yields
reached $1.8 to $2 a kilo, up from
the $1.55 to $1.6 both in 2016 and
2017. Nonetheless, the outlook for
the rest of 2018 is less optimistic,
and there seems to be a consensus
that world trade is weakening, with
these developments visible not only
on airfreight markets but also on
containerised trade, where container
throughput index reached peak
growth rates of close to 8% in third
quarter of 2017 but is now down to
below 4% levels.

It is worth highlighting the role
that developing and/or emerging
economies have in passenger
demand and, therefore, on aircraft
demand. A key element of the air
traffic growth over the past 20 years
has been the establishment of new
routes or city-pairs, particularly by
LCCs. During that time the number
of city-pairs has gone from about
10,000 to 21,000, enabling passengers
travel options not even fathomable
a few years ago. Where in mature
markets the traffic growth used to be
a multiple of between 1.3 and 1.7 times
GDP growth, in new markets (new
routes), and provided some minimum
requirements are met (infrastructure,
payment methods), the first driver
of growth is the capacity deployed
— ie, the number of seats available
— and therefore the resulting traffic
growth is not correlated with GDP, but
rather with new aircraft flying those
previously non-existing routes.
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This leads to the following question:
how far can this generation of new
city-pairs go? Likewise, the second key
factor for this traffic development is
the introduction of low fares by airlines
to the public. Some airlines have
been pioneers at developing the LCC
concept, but even those seem to have
reached the bottom when it comes to
unitary costs, and it might be difficult
for them to improve further that cost
advantage in order to generate traffic.
Hence, the next question: how much
traffic can be stimulated by low (but not
lower) fares?

On the costs side, fuel remains a
key driver, and with current prices up
37.5% compared with one year ago,
it is certainly a threat to profitability
that airlines need to manage. The
second main cost driver is labour,
where pressures are mounting not
only on the salary side but also on the
access to flight crews, which is quickly
becoming an issue for many airlines
(and which no doubt unions will try
to use in order to obtain concessions
from airlines’ management).

The third main cost driver is the
cost of aircraft, where airlines seem
to be enjoying a benign enough
environment given a) the increased
competition among aircraft providers
(original equipment manufacturers and
lessors) and b) increased competition
among financiers because of low
interest rates, and, as a result, airlines
can achieve lower aircraft costs, which
they might lock in for the next couple
of years.

Even if we are only halfway through
the year, it is reasonable to assume
that the final financial results for the
global airlines in 2018 will be below
those of 2017. Demand remains
extraordinarily strong, with record load
factors across the system and with
yields showing a stable development,
but unit costs are growing because
of fuel prices and labour pressures.
Nevertheless, 2018 results will still be
overly positive and 0.9 points above
the cost of capital (WACC), with lata
forecasting $33.8 billion net profit
for the year. While this is below 2017
figures ($38 billion net profit and two
points above WACC), it is still a quite
remarkable figure that somehow
shows that the industry can — at least
for the time being — still generate
shareholder returns in a higher cost
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fuel environment. The bigger players
in the industry have shown a very
distinct focus in managing profitability,
and this focus seems to be slowly
extending throughout the industry.
We must not forget that one way of
achieving this profitability is through
the acquisition of competitors, and
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even if at a relatively slow pace,
consolidation is also developing

in Europe — and to a lesser extent

in Asia. Needless to say, one of

the benefits (at least in theory) of
acquisitions is also the acquisition of
assets. However, taking into account
the current profitability levels, some



Market share 2018 (in seats)

oneworld
13%

Star Alliance
19%

SkyTeam
Alliance
17%

Others
22%

potential acquisition targets might

be deemed too expensive, and the
bigger players in the industry have
certainly the financial capability and
strong strategic positioning to be able
to wait until the next downturn and
buy at potentially distressed prices.

Equipment market

After several years of increasing sales
volumes, a temporary commercial jet
order slow down started in 2015. This
downward trend continued into 2016
as well as over the first 11 months of
2017. In December 2017, however, the
industry witnessed an order explosion,
predominantly Airbus aircraft. Industry
speculation suggests the December
miracle was effectively the last hurrah
from Airbus’s retiring super salesman
John Leahy, who in his final year with
the European manufacturer was eager
to beat Boeing in terms of annual
sales volume.

According to the latest Flight Fleets
gross order figures (western-built jets,
airlines, finance and professionals)
at the end of July, order volumes
exceed 2017’s level at the same point
in time by about 40% and the 2016
level by only 4%. As it seems unlikely
a similar order boom will occur in the
second half of 2018, it may end up
about 2,200-2,400 for full-year 2018.
Obviously, a few mega-orders can
change this number dramatically. The
number of commitments and options
placed during the 2018 Farnborough
air show was close to the level placed
at the very successful Paris air show
in 2013. If all these Lols, MoUs and
options are firmed up the second half
of 2018, the end-year total could also
bring a surprise.

According to the Flight Fleets data,
over the first seven months of 2018, a
total of 1,112 commercial aircraft was
sold, of which 678 were single aisles,
263 twin aisles, including widebody
freighters, 129 regional jets and 42
turboprops.

The already full orderbook, as well
as the low fuel price, could be used to
explain the slight softening of the new
equipment market last year. It could
be argued that now that fuel prices
seem to be on the rise again, another
order wave for new aircraft is building,
especially against the background of
traffic growth of 7% or better.

This year has seen only a few new
aircraft types enter service. Qatar
Airways received the first A350-

1000 in February, while in March,
Singapore Airways got the first 787-10.
In the same month, Thai Lion Air
received the first 737 Max-9, while,

in April, Wideroe completed the first
commercial flight of an Embraer
E190-E2. Egyptair took delivery of
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the first converted A330-200 P2F
freighter and West Atlantic the first
Boeing-converted 737-800 (BCF)
freighter. The first delivery of an A330-
900 to TAP has been postponed until
September.

In terms of sales successes the
737 Max and A320neo family still
dominate the scene. Boeing received
sizable orders for the Max from
Southwest Airlines, Ryanair, UTAIr,
Gol, and lessors Jackson Square and
Goshawk Aviation. The Neo booked
double-digit orders from SAS, Jetblue
Airways, Aegean Airlines, and lessors
Macquarie, Goshawk and China
Aircraft Leasing. The E-Jets got bigger
orders from United Airlines and Envoy
for the E175 scope clause special
and from Wataniya Airways for the
new E195-E2. Unfortunately, Embraer
also lost an important order from Air
Costa. PSA and Skywest selected the
competing Bombardier CRJ900.

In the twin-aisle segment, Boeing
sold significant numbers of the 787s

31%
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to American Airlines, Turkish Airlines
and Hawaiian Airlines. Also for the
Boeing freighter types, the first half
of 2018 brought good sales volume
from especially the integrators, among
others with orders for the 767-300ERF
from FedEx, the 777-200LRF from DHL
and the 747-8F from UPS.

Airbus also booked good order
volumes outside the A320 family.
The original equipment manufacturer
(OEM) booked double-digit twin-aisle
orders from Turkish Airlines and
Sichuan Airlines for the A350 and
Emirates threw a lifeline for the A380
in a year when used aircraft of this
type encountered mixed fortunes.
Some were taken over by Portuguese
charter airline Hi Fly for continued
operations, while others were parked
in Tarbes, maybe permanently.

Looking beyond the most recent
sales successes, how are the various
programmes progressing? The table,
which includes a small number of
corporate jet and (semi) military
versions as well, shows the current
backlog by aircraft family and main
versions or variants. Overall, the
backlog is still impressive, with almost
14,000 firm orders plus 3,000 options.
With about 5,700 orders outstanding,
the A320neo family clearly remains
the top-seller in the market. Within
this family, the A320neo is the most
popular version, followed by the
A321neo, both in the old version and
in the new, increasingly popular Airbus
Cabin Flex (ACF) version. The CFM
LEAP-powered A320/A321neos are
in the lead over the Pratt & Whitney
Geared Turbo Fan (GTF) version, but
a large number of orders have an
undecided engine selection.

The A320neo engines have been
a hot topic during the past months.
Production volumes of, in particular,
the Pratt & Whitney PW1100G GTF was
behind plan and the entry into service
has been plagued by a number of
technical problems. While Airbus is
planning to ramp up production to
60 a month in two years, still only 154
A320neos were delivered (of which
96 were LEAP-powered).

Demand for spare engines is
high because of technical problems
plaguing in-service aircraft, such as
rotor-bow, prematurely deteriorating
combustor liners and carbon seals
and, in some cases, in-flight shut
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Gross Orders Placed
Jan-July 2018

(Source : Flight Fleets Analyzer)

Single Aisles 678
737 Max 8 125
737 Max 10 3
737 Max 321
A319neo 26
A320neo 129
A321neo 52
A319ceo 5
A320ceo 15
A321ceo 2
Regional Jets 129
A220-300 (CS300) 30
E175 E1 44
E195 E2 3
E195 E2 13
CRJ900 39
Twin Aisles / WB Freighters 263
767-300ERF 20
787-8 26
787-9 79
A350-900 58
A330-200 2
A330-300 1
A330-900neo 10
777-200LRF 31
777-300ER 2
747-8F 14
A380-800 20
Turboprops 42
ATR 42-600 13
ATR 72-600 10
DHC-8-400 (Q400) 16
DHC-6-400 2
Do 228NG 1

o2 2

downs. P&W indicated that later in
new — redesigned — parts would

be introduced to solve some of the
problems. Some airlines decided to
stick to the proven A320 for the time
being. While the backlog for the type
is still meaningful at more than 250,
order intake is slowing down. The
same goes for the 737NG, for which
the backlog is about 230.

Its successor, the 737 Max, has a
backlog of well over 4,400 aircraft
with another 600 on option. The
market share of the 737 Max family in
the single-aisle market seems to be
falling behind the A320neo, although

admittedly the 737 Max was launched
some months after its European
competitor. With open commitments
of about 5,000 units, however, this
should not worry the Seattle-based
manufacturer too much.

Within the 737 Max family, the Max-
8 is clearly the most popular version.
Its backlog of more than 2,100 units
(2,350 including the Max 8-200)
dwarfs the backlogs of the Max-7,
Max-9 and the new Max-10. Effectively,
the launch of the Max-10 has diluted
the position of the Max-9 because a
significant number of version swaps
was reported. Unfortunately, there is
no clarity about 1,400 737 Max orders,
for which the exact version remains
undecided or unannounced.

With a still modest — relative to the
mainstream single aisles — backlog
for the regional jets, the A350 and
787 twin-aisle families take third and
fourth position in the current backlog
chart. While this market was very soft
last year, 2018 saw a modest firming
up, albeit partly thanks to freighter
orders. The A350-900 XWB features a
backlog of 536 aircraft, supplemented
by 164 orders for the stretched -1000
XWB. Airbus had to face reality for the
A350-800 XWB and that version was
aborted.

Within the Boeing 787 family, the
-9 is clearly the most popular version,
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and with a very limited order inflow in
the past few years for the shorter -8,
the -9 is likely to become the standard
version, similar to the -300ER as the
standard version of the old 767 family.
A redesigned version of the 787-8
that potentially could be offered at a
more competitive price could revive
the fortunes of the smallest member
of the 787 family. The redesign seems
mainly a defensive measure against
the A330. The double-stretched 787-
10 is likely to become a bigger sales
success compared with its equivalent
in the 767 family, the 767-400ER, but
with a sales volume of only 165, there
is still some ground to cover.

In the regional jet market,
Bombardier’s position is not totally
clear. After spinning off the CSeries to
Airbus, all that remains are two very
mature products, the CRJ regional jet,
effectively now only the CRJ90O0, plus
the Q400 turboprop. Both face strong
competition, and it is difficult to see
how these two products are enough
to ensure Bombardier’s position as
a commercial aircraft manufacturer,
or if the future of the Canadian OEM
will see it focus purely on corporate
aircraft.

While Embraer lost an important
customer (50 E2s) when Indian carrier
Air Costa suspended services, the
Brazilian manufacturer announced

Western Built Jets - Backlog as per 25, August 2018

Source: Flight Fleets Analyzer

Type Versions / Variants
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Embraer E-Jets E1 0(6) 10(142)
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Airbus A380 102(26)
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an impressive number of new
commitments during Farnborough this
year. Given the arguably increased
competitiveness of the CSeries

in its new A220 guise, it is more
important than ever for the Brazilian
manufacturer to establish its E2
products. The total order backlog of
240 aircraft plus 75 options is fairly
evenly spread over the three versions,
E175-E2, E190-E2 and E195-E2. The
E2’s predecessors, the original GE
CF34-powered E-Jet E1, still enjoy a
backlog of 200-plus aircraft. The E175,
especially, remains popular with the
US regional airlines.

Unfortunately for Embraer, the
E175-E2 is not scope-compliant.
Under current scope clauses, the E2’s
maximum take-off eight (MTOW) is
slightly too high. Scope clauses limit
the number and capacity as well as
the MTOW of aircraft that are operated
by commuter airlines on contracts with
the US major operators. These scope
clauses are negotiated between
the US major airlines and the pilot
unions. Embraer hopes that during
the next contract negotiations, scope
clauses will be more liberal, but initial
responses from the unions indicate
this may be a tough fight.

United will be the next US major to
negotiate pilot contracts in early 2019.
The scope clause in United’s deal with
the Air Line Pilots Association limits it
to 255 large regional aircraft (up to 76
seats and MTOW of 86,0001b). Delta
will follow in December 2019 and
American at the end of 2020.

The same issue is causing Mitsubishi
Aircraft Corporation headaches with its
MRJ9O0. The type can be configured
with up to 90 seats, although also
in a two-class configuration to meet
the 76-seat scope clause restriction.

It will be more difficult to meet the
MTOW restriction. The MRJ90’s
MTOW ranges from 87,300Ib for

the MRJ90OSTD to 90,300Ib for the
MRJ90ER and just over 94,0001b for
the MRJ9OLR. Restricting the MTOW
to 86,000Ib would result in a clear
range shortfall with passengers on
board.

The MRJ90’s backlog has dropped
to 213 since last year: Eastern Airlines
cancelled 20 aircraft and no new
orders have been announced in
recent months. Given the scope
clause issue, it is interesting to see if
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Cumulative Net Orders Single Aisle Jets

Source : Flight Fleets Analyzer - yr. 1is year of first order
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anything happens to the orders from
Trans States Holding and Skywest.
Taking the time since the launch of
the programme into account, the MRJ
is losing ground versus the A220 and
the E2 products. The first MRJ delivery
to All Nippon Airways is still scheduled
for mid-2020. As an alternative for the
MRJ9O0, the Japanese company may
also refocus on the smaller MRJ70,
which will not be scope clause-
restricted, or even a larger MRJ100X
version.

In the larger twin-aisle category,
the A330’s backlog is now reduced to
about 58 aircraft. The majority is for
the A330-300HGW and a few more
-200s. During the first half of 2018,
the order stream for the A330-200/-
300 almost dried up. The A330 still
is a workhorse for many operators.
Some airlines expressed the desire
to acquire additional used A330s to
supplement their fleet. With prevailing
market values and the low fuel cost,
the A330 is an excellent entry-level
twin aisle, with the -200 and -300
HGW variant producing decent long-
range performance.

Airbus launched the A330neo
to plug the gap left behind by the
cancelled A350-800 XWB. At that
time, fuel costs were still relatively
high and the fuel cost savings offered
by the A330neo looked favourable,
especially in combination with a
relatively low capital cost, compared
with modern hi-tech long-range
aircraft such as the 787 and A350.

The launch success of the A330neo
was impressive, with 110 net orders
in the second half of 2014. However,
in 2015, the net order intake dropped
to 52. In 2016, Airbus sold only 42
A330neos, of which 28 of the Rolls-
Royce-powered aircraft are destined
for Iran Air. Ten more Neos were sold
in 2017 and another 10 during the first
half of 2018 (excluding the additional
34 Airasia X aircraft).

Fortunately for the European
manufacturer, the Neo’s biggest
customer, Airasia X, reconfirmed its
order for 66 A330-900s and added 34
more in July after initial indications the
Asian airline contemplated a switch to
the 787 models. The shorter A330-
800 does not seem to be too popular,
with only one order, for two aircraft,
from Uganda Airlines after all other
orders were cancelled. Does it really
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Cumulative Net Orders Large Twin Aisle Jets

Source : Flight Fleets Analyzer - yr. 1is year of first order
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make sense to build an aircraft for
effectively one customer?

The A330-900 enjoys some
popularity with the lessor community
as Air Lease (ALC) and Avolon
(including CIT) committed to the type.
Airasia X (100) and Delta (25) are the
largest A330neo customers after Iran
Air (28).

Like the transition in the A330
product range, Boeing is facing a
similar change for its large twin-aisle
777 family. Since January, Boeing
has booked 26 net orders for the
777 classic. No less than 31 freighters
have been sold, plus two passenger
versions to Swiss. Unannounced

777-8/9 7 777-9 777X

9 10 il 12 13 14 15 16 17 18

customers cancelled seven 777-
300ERs. As long as no freighter
versions of the new-technology twin
aisles are announced, the 777-200LRF
will be the preferred long-haul heavy
freighter by many airlines. It remains
unclear if Boeing or Bedek IAl will
eventually launch a P2F-conversion
programme for the 777-200LR, and in
recent months there was speculation
about a potential 777-300ER P2F
programme. The potential feedstock
for a -300ER conversion will probably
be more plentiful compared with the
niche -200LR.

The new-generation Boeing 777X
has already clocked up an impressive

Western Commercial Jet Backlog as Multiple of Annual

Deliveries

Source: Fligh Fleets Analyzer - West. Built Jet, Commercial Ops
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number of orders for such a large
aircraft. However, out of the total of
326 orders, the vast majority, 235, is
coming from the three big Middle East
carriers, with Emirates Airline having
signed up for no less than 150 of the
type. Cathay Pacific (21), ANA (20)
and Lufthansa (20) are the main non-
Middle East customers. There were
also 30 ordered from unannounced
commercial operators. Singapore
Airlines preferred the 777-9X to the
A350-1200 XWB in a 2018 campaign
and became the latest customer for
the type.

Should the big quads, the 747 and
A380, follow the other quads and
trijets into the aviation history books?
Boeing once more dominates the top
end of the market with the 777-9X. This
could change should Airbus decide
to launch the stretched A350-1200
XWB. Such an aircraft would require
new or upgraded engines and would
probably be another nail in the coffin of
the current A380, which makes this a
tough decision for Toulouse.

In the top segment of very large
aircraft, Boeing has the 747-8l as a
contender next to the future 777-9X.
Airbus puts the mighty A380 against
this duo. Both the 747-8I passenger
jet and the A380 are struggling
to find new orders. The Boeing
product survives on orders for the
-8F (freighter version), but the US
manufacturer announced that the 747
production will be reduced to half an
aircraft a month, which with the 22
aircraft-strong firm backlog plus Lols
for 16 more, implies production ending
in about three years’ time.
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Airbus announced it would reduce
A380 annual deliveries to 12 units
in 2018 from 27 last year. It plans
to deliver eight A380s in 2019. The
backlog counts 102 firm aircraft
plus 26 options, of which 58 are
destined to go to Emirates. Amadeo
has committed to 20 aircraft, Qantas
to eight more and an unannounced
customer to 10. Realistically, it is
difficult to see Amadeo taking all of
these aircraft unless playing a role as
a finance vehicle for Qatar or another
airline. Given the current discussion
around residual values and three
A380 parked in Tarbes, it seems
unlikely that investors would be eager
to take asset risk on this aircraft type.

Qantas has reportedly said it does
not intend taking delivery of the
aircraft, and some customers seem
to be special purpose companies, so,
overall, a realistic backlog may be
about 70 aircraft. A new version — the
A380plus — was proposed during the
Paris air show last year. The A380plus
features a modified wing, bigger
winglets, a lighter and improved
waste system, new fuel pumps, new
interior options, new belly fairings,
plus a three-ton increase in MTOW.

It remains to be seen if this plus
package will be enough to revive the
market interest in the A380 — the type
was absent from Farnborough this
year, despite Airbus’s expectation to
sell another five of six in 2018.

It seems the used Doric/ex-
Singapore A380 taken by Hi Fly is
very popular in the ACMI and ad-hoc
charter market at the moment,
mainly to replace grounded 787s

Number of Aircraft on Order as % of In Service Fleet

Source: Flight Fleets Analyzer - Western Built Jets - Commercial Ops.
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that are awaiting repair, exchange

or modification of the problematic
Rolls-Royce Trent 1000 Pack B and

C engines. It was reported that, in
mid-2018, no less than 44 Rolls-Royce
powered 787s were parked because
of IP turbine and compressor blade
problems. Indications are that the
problems will not be solved until the
second half of 2019 at best.

With encouraging sales volumes
in the first months of 2018, the
manufacturers do not have to worry
too much because the global fleet is
still growing fast. The rise of Airbus
has been spectacular and it is worth
speculating whether 25 years from
now a major Russian or — more
likely — Chinese OEM will feature
in the list of major manufacturers
and if Bombardier and Embraer
will still be around or if they will
follow McDonnell Douglas, Fokker,
Lockheed and others into the history
books.

In the shorter term, Airbus and
Boeing and, to a much lesser extent,
the regional jet manufacturers can
enjoy a backlog, equal to 8.9 years of
deliveries at 2017 levels. That figure,
however, is slightly down from the 9.6
multiple achieved a few years ago,
but this is the result of a slightly lower
backlog combined with increasing
delivery volumes. Deliveries are
expected to increase significantly in
coming years as the OEMs regain
control over their suppliers and the
engine manufacturers are able to
deliver the required volumes.

The limits in production capacity
is one of the major elements that
protects commercial aviation. The
commercial jet backlog stands
at 54.1% of the in-service fleet,
significantly lower than the peak level
of about 60.6% at end 2014-early
2015.

Whatever the cause, huge
backlogs, a lack of new aircraft
introductions, modest fuel prices,
over-ordering or economic
headwinds, there are now strong
indications that the new equipment
market is past its absolute peak but
so far there are no indications of a
real downward trend in demand.

For the first seven months of 2018, a
total of 855 deliveries (western-built
jets, commercial operations) was

recorded, slightly up on the 837 over



Aircraft in Storage as % of In Service + Stored Fleet

Source: Flight Fleets Analyzer
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the same period last year and 849
in 2016. Much of this seems to be
related to the volume of PW1000G
and LEAP 1A and B engines that
Pratt & Whitney and CFMI are able to
deliver to the A320neo and 737 Max
assembly lines.

The first months of 2018 also show
a picture that seems to indicate
fundamentally the equipment market
is still healthy from order deferrals
and cancellations. While the numbers
for 2018 are still low, both deferrals
and cancellation events (cancelled
order, options, Lols, etc) are slightly up
against 2016 and 2017. Obviously, there
is no complete transparency regarding
order deferrals and cancellations, and

150 200 250 300

it is unlikely all agreements to cancel
or defer are included in the published
industry statistics. In the past, orders
from, for instance, defaulted carriers
such as Kingfisher Airlines or Air

Costa stayed on the orderbooks for

a longer time (months, sometimes
years), probably for legal reasons.
Based on available data, the number of
cancellations for the first seven months
of 2018 increased to 402, versus 322
during the same period in 2017 and
527 in 2016.

Out of the 402 cancellation events,
263 were originally announced as firm
orders. Jet Airways cancelled no less
than 91 737 Max aircraft, defaulted
Air Costa cancelled 50 E2 jets, UT Air

DVB

will not take 30 Boeing 737NGs for
the same reason. Other noteworthy
cancellations included Virgin Atlantic’s
six A380s, Hawaiian’s six A330-800s
and Norwegian’s six 787-9s. American
cancelled 25 A350-900s, Transasia’s
order for six A321s was cancelled and
so was 9 Air’s order for six 737-800s.
Sun Express cancelled seven -800s as
well, while Air Europa cancelled four
787-9 aircraft.

For mid-life and ageing aircraft,
the number of retirements went
down from the already very low
442 recorded during the first seven
months of 2017 to 245 in the same
period of 2018. It should be taken into
account that increasingly retirements
occur because for an aircraft lessor,
or investor, the sum of the return
compensation (for aircraft that do
not meet the agreed maintenance
condition) plus the proceeds from
a part out are more attractive than
re-leasing the aircraft to a second-tier
lessee. This is especially the case if
the new lease requires a cash out to
pay for a new or refurbished interior.

Over the past 12 months, 61
MD80/90s have been retired, 27
A320-family aircraft, 23 CRJs, 23 747s,
17 737 Classics, 27 767s, 11 757s and
14 A340s. More modern types were
also cut up, including 14 737NGs,
seven 777s and three A330s.

The number of aircraft in storage
went down further to 1,856 (August
2018) compared with 2,360 at the
same time last year. If expressed as a
percentage of the in-service fleet, it is
now 6.7% against 8.8% in 2017.

Aircraft leaving storage can be
good news, if redeployed, or bad
news, if broken up, so no conclusions
can be drawn from small changes in
the storage numbers. The type most
prominent in the world’s storage areas
is the 737 Classic, followed by the
50-seater regional jets CRJ100/200
and ERJ135/145. Next is the MD8O0,
followed by the 747, 767 and 757. The
number of stored A320s and 777s is
starting to increase as well. Storage
figures for the 787 are also remarkably
high, but these aircraft are temporarily
stored awaiting engine repairs.

Used equipment market

In the used equipment market, the
“sky is the limit” seems the current
maxim, especially for financial
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investors and lessors. However, for
this group it still seems important to
remain realistic and analyse what the
impact of the ongoing generation
change is — or will be — on the used
equipment market and, in particular,
on aircraft values, especially should
the industry eventually be confronted
with a cyclical downturn.

If a new aircraft design offers
better fuel burn and/or maintenance
cost levels, the only way the older-
technology aircraft can remain
competitive is by lower capital
costs — ie, lower purchase prices
or lower lease rates. In the current
situation with relatively low fuel
prices, the monetary savings in
terms of operating costs offered by
a modern, fuel-efficient aircraft are
relatively modest. Ignoring other
benefits of the new-generation types
(range, maintenance cost, passenger
appeal, environmental impact, etc)
the premium of the new-generation
jets over the older products should be
more modest, compared with the high-
fuel environment of a few years ago.

On aircraft pricing, there are no
public domain data concerning, for
example, average net transaction
price levels. As a proxy, we use
independent appraiser data, in this
case data from Flightglobal’s Ascend.
We have reflected the difference
between estimated mid-year market
values and lease rates for the years

Changes in Ascend HL Market Values 2018-2017 (constant age aircraft)
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2016 and 2017 and 2017 and 2018. In
the used equipment market, it seems
an increasing gap is developing
between aircraft with leases attached
and naked aircraft.

With significant appetite among
financial investors for commercial
aircraft, those types with a solid
longer-term lease currently
commend a premium. The potential
buyers’ group for these income-
generating assets is significantly
larger compared with the number of
potential buyers for off-lease aircraft.
Off-lease aircraft sales may be
targeted at airlines which are looking
for short-term fleet expansion or
sophisticated lessors/traders which
have the capability to arrange a new
lease for the aircraft.

To analyse used equipment prices,
we have compared Flightglobal’s
published current market value
estimates for the mid-year points in
2016, 2017 and 2018. In the graphs,
we have used constant age values
for hypothetical aircraft of an age
that can be seen as benchmarks for
young to mid-life aircraft (one, 10, 15
years old) of the type. Consequently,
the value dynamics do not take value
effect of the physical ageing of an
aircraft into account.

Given the various forms of
transactions, it is difficult to quantify
the size of the used equipment
market. It seems simple airline-to-

-0.2 -0.15 -0.1
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airline transactions are a minority
now. In the lessor/investor market,
individual aircraft with lease attached
are traded, but also control over the
asset-owning entity (for example, a
special purpose company) can be
transferred, leaving the legal owner
unchanged. Next to individual aircraft,
portfolios consisting of multiple
aircraft are traded among lessors and
investors and, finally, entire leasing
companies are traded.

Just focusing on the simple metal
market, it seems that over recent
months, the market for modern single
aisles has been strong. According
to the Flightglobal lease rate data,
current-technology aircraft such as the
737-800 and A320 have seen good
improvements in lease rates. While
the increased fuel price as suchis a
negative factor for these less fuel-
efficient older-technology aircraft, the
continuing high passenger growth,
together with the delays in deliveries
of the 737 Max and, in particular,
the A320neo, is proving positive.
Consequently, short-term availability
of single aisles is at a premium and
lease rates have been driven up.
This is in contrast to, for example, the
A320neo’s availability further into the
future.

Fuel prices are not yet at levels
that the full premium lease rates — as
expected when the programmes
were launched — can be realised. In

Embraer 190-LR - 10 yr
Embraer 190-LR - 1yr

Boeing 787-9 - lyr

Boeing 777-300ER - 10 yr
Boeing 777-300ER - 1yr

Boeing 777-200ER -
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addition, the problematic engines
can cause significant headaches
to operators because the required
modifications or even replacement
can cause significant downtime.

In the regional jet market, there is
increasing pressure on, for example,
E190s. Looking at the market for
E-Jets, it seems that already we have
seen a number of aircraft parted
out at a relatively young age and an
increasing number of E-Jets have
difficulty finding new operators. A
number of E-Jet operators have
announced they will replace their
fleets in coming years. Generally, this
means a fragmentation of these fleets,
which implies a significant number
of new (smaller) operators need to
be identified to take over the larger
fleets.

Another issue with the first-
generation E-Jets seems to be the
relatively high maintenance cost, in
particular the CF34 engines. Probably
this is one of the reasons why young
E-Jets have been parted out. For the
future further value and lease rates,
adjustments seem likely as the supply
of used E-Jets increases.

In the twin-aisle segment, the
unplanned grounding of significant
numbers of 787s powered by Rolls-
Royce Trent 1000 Package B and
Package C engines has created
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Embraer 190-LR - 10 yr
Embraer 190-LR - 1yr

Boeing 787-9 - lyr

Boeing 777-300ER - 10 yr
Boeing 777-300ER - 1yr

Boeing 777-200ER - 15 yr
Boeing 777-200ER - 10 yr

Boeing 767-300ER - 15 yr
Boeing 767-300ER - 10 yr

-0.1 -0.05 0

Il 2018 vs 2017 2017 vs 2016

demand for alternative lift. With the
growth in passenger demand keeping
all current-technology aircraft very
busy, we have seen some airlines
replacing 787s with the 747, A340 or
even an A380. In particular, young
A330-300s are still very popular in
the twin-aisle segment. This cannot
be said about the 777. The 777-200ER
is the type that has seen the biggest
negative lease-rate adjustment, albeit
the market situation is different for
Rolls-Royce-powered aircraft versus
P&W- and GE-powered aircraft. An
increasing number of 777-200ERs

will be phased out and replaced by
younger, more-efficient aircraft types.
This increasing supply will require
further lease-rate adjustments.

The 777-300ER is clearly still in
an earlier phase of its life cycle, but
also this type will see an increased
supply as some of the larger operators
replace it with more modern aircraft.
While this development may take
some time, it seems almost inevitable.
One potential opportunity could be
the development of a 777-300ER P2F
cargo conversion programme, but
the viability of this seems not to be a
given yet.

Moving from the lease-rate
indicators to market values, once
more the 777-200ER is the type that
has been hit most, according to the

0.05 0.1

Boeing 737 NG-800 - 15 yr
Boeing 737 NG-800 - 10 yr
Boeing 737 NG-800 - 1yr

Airbus A330-300 (HGW) - 15 yr
Airbus A330-300 (HGW) - 10 yr
Airbus A330-300 (HGW) - 1yr

Airbus A330-200 - 15 yr
Airbus A330-200 - 10 yr
Airbus A330-200 - 1yr

Airbus A320-200 neo - 1yr

Airbus A320-200 (5B/A5) - 15 yr
Airbus A320-200 (5B/A5) - 10 yr
Airbus A320-200 (5B/AB) - 1yr

0.15

Ascend numbers. The second-worst
performing type here is the A330-
200, in particular the older aircraft.

It should be taken into account that
with an increasing number of twin-
aisles in the hands of investors and
lessors, decisions around re-lease

or part out increasingly becomes a
matter of risk/reward calculations.
The transfer of twin-aisle from one
operator to another often requires
significant investment in maintenance
and interiors. As credit strength of
secondary lessees will in many cases
be inferior to the original lessee,
investors run the risk that this —
lessee-specific — investment cannot
be recovered in case of an early
termination of the lease because of a
lessee default.

A winner is the 767-300ER. While
this type seemed to be written off
with the introduction of the 787 and
A330neo, it still enjoys popularity with
a number of operators. In addition,
the type is enjoying increased
appeal as feedstock for P2F cargo
conversion. A number of integrators
and e-commerce companies see the
767-300ERSF as an ideal platform for
their operations.

Finance environment
As in previous years, to form a
picture of the current aircraft finance
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Boeing Capital Corp.: Aircraft Financing Environment
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Capital markets
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Export credit agencies

Private equity and hedge funds
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New sources of funding

Aircraft and engine manufacturers

Source: Boeing Capital Corp.

market environment, the best source
of information seems to be the

major OEMs. They clearly are best
positioned because they are the only
ones which know all the details of
the majority of transactions. Boeing
Capital annually publishes some data
about the finance environment.

This strong — some would say
“overheated” — aircraft finance
market ensures that aircraft with
decent leases attached continued
trading at very high levels. This is a
completely different market from the
metal market, where naked aircraft
are bought and sold. Referring to
Boeing’s benchmark traffic-light chart
for the aircraft finance market, for
the first time in a decade there are
no red lights and, except for export
credit and OEM-financing, all lights are
bright green. Clearly, OEM financing
can hardly be expected to turn green
because the manufacturers see their
role mainly as providing a back-stop
facility in case no other (commercial)
financing is available.

Export credit obviously is difficult
at the moment. While there are
opportunities again to finance through
non-American agencies, US Eximbank
is still closed for what looks like
political reasons. Boeing data reveals
that before the financial crisis, the
share of Eximbank export financing in
Boeing deliveries fluctuated between
16% and 20%. During the crisis years,
this jumped up to 30%, effectively
as a solution to the feared and much
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discussed funding gap. After 2013,
Eximbank financing went down,
initially to pre-crisis levels, but in 2016,
to a low of 4%. Boeing expects that for
2018, Eximbank financing may reach
5%, with the replacement product
provided by AFIC adding about 5%.

One thing is beyond discussion:
there is no more funding gap in the
aviation industry. In the Boeing chart,
effectively “leasing companies”,
“capital markets”, “private equity/
hedge funds” and “commercial banks”
could be printed in the brightest
green available. A 2017 Boeing survey
indicated that industry insiders expect
that, over three years, operating
lessors will be the largest source of
aircraft financing. Currently, lessors
manage about 41% of the commercial
jet fleet in service, 45% of the aircraft
in storage and only 22% of the jets
on order. Based on the survey, there
apparently still is room for growth in
aircraft leasing. According to Boeing
data, lessors acquire their products for
49% via direct purchases and 51% via
sale and leasebacks.

Commercial bank debt is projected
to account for 35% of the value of
Boeing’s 2018 deliveries, followed
by the capital markets that fulfill
29% of the finance need, with the
remaining difference largely made
up by cash (26%). It should be taken
into account that lessors rely largely
on capital markets (36%), bank debt
(34%) and internally generated cash
(25%). For 2018, export credit is seen
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Major concern

at an insignificant 3% of total market
funding for lessors, next to 2% coming
from insurance (AFIC). Boeing also
concludes that because of improved
lessor ratings, 72% of their borrowing
is now unsecured, against 28%
secured.

GECAS is number one by fleet size
in the latest lessor rankings, whereas
AerCap takes the crown for most
valuable aircraft portfolio. Avolon is
ranked at number three in both charts.
The prize for lessor orders currently
belongs to ALC.

In recent years, there has been
a demonstrable shift in the size
of operating lessors, with a trend
towards upscaling to achieve better
economy of scales. This has fuelled
M&A activity in the sector beginning
with AerCap’s ground-breaking
acquisition of ILFC in December 2013.
The merger with Hong Kong Aviation
Capital in 2016 and the acquisition
of CIT Leasing in 2017 has propelled
Avolon to the third-largest lessor
in just seven years. In the past 12
months, there have been numerous
large portfolio sales between lessors,
as some of the larger lessors took
advantage of the attractive pricing
driven by the robust market. AWAS
sold 40 aircraft to Macquarie in 2015
ahead of its full sale to DAE Capital
in 2017. Goshawk Aviation, owned
by Chow Tai Fook Enterprises and
NWS Holdings agreed to buy a unit
of Sky Aviation Leasing International
in June. In August, Japanese financial
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services group Orix agreed to pay
¥250 billion ($2.2 billion) to buy 30%
of Avolon’s outstanding voting share
from China’s HNA Group, probably a
result of financial challenges faced by
this Chinese group. GECAS eventually
survived the restructuring of GE’s
financial products activities this year,
but it was rumored that SMBC had
been interested in the $25 billion
GECAS portfolio sales. The growth
ambition of SMBC was evident when
its shareholders announced plans to
pump $1 billion into the company by
2019.

It seems unlikely that lessor
consolidation will continue through
the kind of large-scale deals that
the industry has witnessed during
the past few years, unless a change
in market conditions presents new
opportunities. An interesting case
is the development of the Chinese
leasing business. There are probably
more than 100 Chinese operating
lessors but maybe only 15 that have
gained sufficient momentum to make
an impact in the market. That leaves
another 85 companies, sometimes
with strong backing, which need
to find their place, which seems
only possible via future M&A deals.
On the other hand, the Chinese
government’s latest policy to curb
capital outflow puts restrictions on
large transactions.

The sale and leaseback market
remains very active and is dominated
by the more commodity-type single-
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aisle aircraft. Smaller Chinese and
Asia-Pacific-based lessors, many of
them new participants, are becoming
serious investors in new aircraft

sale and leaseback deals in what
many participants see as an already
overheating market. The new entrant
lessors have been criticised for driving
down lease-rate factors, particularly

in the sale and leaseback market in
recent years as they build market share
seemingly at any cost. Nevertheless,
there are some companies where

low levels of return may make

sense because of their low cost of
funds. Some of the (implicit) residual
value assumptions seem to be very

Total In

Manager Service
1 GECAS 107
2 AerCap 1003
3 Avolon 554
4 BBAMLLC 448
5 SMBC Aviation Capital 423
6 Nordic Aviation Capital 374
7 DAE Capital 349
8 BOC Aviation 326
9 ICBC Leasing 324
10 Air Lease Corporation 317
11 Aviation Capital Group 274
12 Aircastle Limited 24
13 ORIX Aviation 236
14 Unconfirmed Operating Lessor 219
15 CDB Aviation Lease Finance 206

16 Macquarie AirFinance 199
17 Apollo Aviation Group 195
18 Boeing Capital Corp 184
19 BoCom Leasing 178
20 Castlelake 165
21 Jackson Square Aviation 152
22 Standard Chartered Aviation Finance 132

23 China Aircraft Leasing Limited 1ne
24 Goshawk 107
25 Deucalion Aviation Funds 100
Top 25 7929
Others 3232
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aggressive and it remains to be seen
if all investors realise their expected
returns. If and when the industry
enters a downturn, this could result
in big problems, especially for those
new entrant leasing companies with
little experience of a stressed market
environment and without their own
remarketing organisation.

Fund managers are investing
more and more in the aviation sector,
specifically aircraft leasing, because
of the relatively low default rate and
stable returns in an otherwise low-
yield environment. More private equity
funds, hedge funds, sovereign wealth
funds are evaluating investment
opportunities in the aviation sector. For
example, Singapore sovereign wealth
fund GIC purchased a 30% interest in
aircraft leasing giant BBAM in late 2017.
Meanwhile, China- and Japan-based
lessors are emerging as key drivers of
the global aviation finance market.

The banking market remains
open for lessors and the majority of
deals are in the structured space,
rather than traditional balance sheet
financing, which with Basel IV puts
more regulatory pressure in the next
few years. New entrants, with balance
sheet capacity, mainly from Asia, drive
liquidity for commercial bank financing
products.

Lessors are certainly taking
advantage of the robust capital
markets for funding aircraft as more
companies seek to access unsecured
funds to provide easier aircraft

Total In  Storedas Total On  Average Total
Storage % Order Age Operators
121 9.9% 389 13.2 229
38 3.7% 397 10.8 214
3 0.5% 309 73 165
7 1.5% 0 7.4 m
3 0.7% 202 6 130
66 15.0% 51 79 76
n 3.1% 4 7.9 14
4 12% 181 41 102
0 0.0% 130 4 78
1 0.3% 362 57 14
1 0.4% 155 8.7 104
0 0.0% 25 1.2 94
0 0.0% 0 8.8 Ul
8 3.5% 0 19 12
5 2.4% 205 51 62
2 1.0% 60 10.3 99
3 15% 0 16.5 99
17 8.5% 97 17.4 32
0 0.0% 30 4.1 49
7 4.1% 0 16.7 64
2 1.3% 30 4.1 55
4 2.9% 0 5.1 4
1 0.9% 207 4.1 36
1 0.9% 40 4.2 45
2 2.0% 0 134 60
3077 37% 2874

(<]
3
W

17.2% 608 source: Flight Fleets Analyzer
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transitions. Equally, more mid-life
lessors have tapped the secured
markets — notably the asset-backed

Total Indicative
Fleet Value
(US$ billion)

Average Value
per Aircraft (US$
million)

Manager - lessor

securities (ABS) market — both as 1 AerCap $30.72 $29.51
a refinancing tool and to facilitate 2 GECAS $2272 $18.50
pozfo“odsa'e& g 3 BBAMLLC $1918 $4216
ccording to credit rating agency
4 Avolon $17.37 $3119
KBRA, 2017 was a record year . .
for aircraft ABS issuance, with 12 5 SMBC Aviation Capital $15.23 $35.75
transactions totalling more than 6  BOC Aviation $13.65 $4139
$6.5 billion completed. Aircraft 7 Air Lease Corporation $13.43 $42.25
lessors which issued aircraft ABS 8  ICBC Leasing $12.80 $39.64
paper during the past years used 9  DAE Capital $10.28 $28.57
securitisation as a means either to 10 Aviation Capital Group $7.20 $2618
finance a portion of their aircraft fleet - '
R . n CDB Aviation Lease Finance $6.80 $32.27
or to sell aircraft in order to manage :
portfolio concentrations. After an 12 BoCom Leasing $6.71 $3773
eventful 2017 of ABS issuance, KBRA 13 ORIX Aviation $6.21 $26.32
anticipates 2018 will continue at a 14 Jackson Square Aviation $5.96 $38.71
similar pace. It expects to see repeat 15  Nordic Aviation Capital $5.80 $13.20
'ssuances_ by certain sponsors ?nd 16 Unconfirmed Operating Lessor $5.59 $24.74
also new issuances by several.lssuers 17 | Arcastle Limited $5.30 $22.00
to enter the market. Lessors will
continue to tap the capital markets in '8 | Amedeo $5.00 $104.25
ever-greater numbers, so long as they 19  Standard Chartered Aviation Finance $4.47 $32.87
remain open and an efficient source of =~ 20 | Macquarie AirFinance $4.34 $21.62
debt financing. 21 | Goshawk $3.90 $36.19
Sources of equity capital remains a 22 China Aircraft Leasing Limited $3.86 $33.04
challenge but within that market too 23 Arctic Aviation Asset Ltd $3.48 $44.63
there are deep pools of capital from . o .
L 24 International Airfinance Corporation $2.92 $57.31
Asian investors, although there are ) ) i
signs that this market is cooling a little 25 | CMB Financial Leasing $2.71 $39.39
and may present more cha”enges in 26 ALM - Aircraft Leasing & Management $268 $3318
the future. The demand for funding is 27  Apollo Aviation Group $2.63 $13.32
rising steadily as the new-technology 28  Doric $2.55 $65.63
arl]rcraft are dehveridf’ which dI’IV.eSI 29 | CCB Financial Leasing $2.54 $38.56
nstan r r new i
the constant search for new capita 30 ALAFCO Aviation Lease and Finance Company $2.25 $36.41
sources. Lessors are also at the -
forefront of financial innovation. 31_| Attavair $2.20 $44.04
Intrepid has taken advantage of the 32 MCAP/MC Aviation Partners $2.07 $30.01
new insurance-guaranteed product 33 SKY Leasing $1.98 $2517
offering by Marsh’s AFIC. China 34 Accipiter $1.94 $28.98
!nter.n.ational Aviat.ion Leasing Servicgs 35  Castlelake $1.93 $11.22
is raising funds using crowd fundingin 35| b\ calion Aviation Funds $1.87 $18.39
China as a source of equity. 37 | Tokvo Contury G " 187 $35.29
So, commercial banks have to okyo eh ury Lorporation : :
compete against a wider and deeper 38 | VEB-Leasing $178 $27.89
group of alternative funding sources, 39 VTB-leasing $172 $24.35
with the emphasis on Asia. 40  GTLK - State Transport Leasing Company $172 $23.34
Within the commercial banking 41 Boeing Capital Corp $1.69 $8.45
world things are changmg as.well.. 42 FPG Amentum $1.57 $31.45
Decad,es, a,go’,Whe” alrFraﬂ financing 43  GOAL German Operating Aircraft Leasing $1.49 $25.28
was still in its infancy, big US banks -
dominated the market. Later the 44 | Novus Aviation $143 $79.53
centre of gravity moved to Europe 45  Banc of America Leasing Ireland $1.38 $47.67
and then Japan. According to Boeing 46  SPDB Financial Leasing $1.31 $41.09
Capital estimates, China will be 47  Changjiang Leasing Company $1.25 $19.27
the major source of bank debt for 48  Sberbank Leasing $1.20 $20.04
cgmmeraal aircraft deliveries in 2018 49 Titan Aviation Leasing $119 $42.53
with 28% of the market. Japan will . )
50  AVIC International Leasing $113 $23.22

still be a respectable second (17%),
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followed by Germany (16%). France
(9%), Australia (8%), the US (7%), the
UK (5%) and others (10%) will take care
of the remaining demand for debt.

Outlook
So, with all of the above in mind, can
we now answer this simple question:
where are we in the cycle? Like
previous years, this remains difficult.
Industry observers and consultants for
a number of years have proclaimed
that the “bubble is about to burst”.
Well, if it is a bubble we are living in,
it seems to be made of shatterproof
glass. Over the past years neither
political unrest, nor (the threat of)
wars, nationalism, terrorism nor the
increasing fuel price have been able
to make the bubble burst. Air traffic
continues to grow at above-average
levels, air cargo has recovered and is
now stabilising, aircraft ordering has
continued and airlines are generating
near record levels of profitability, and
investors and financiers are throwing
billions and billions of dollars at the
commercial aviation business.

Obviously some niche markets
are less fortunate. Individual airlines
are still failing, others are not even
capable of generating decent profits
under the current circumstances
and still others are already warning
that their results will start to suffer
under the current high fuel prices.
In the equipment market, the
engine OEMs are upsetting their
customers with what seems like an
unprecedented wave of technical
glitches and production problems. In
the regional aircraft market and also
in the twin-aisle jet market, some of
the newly launched types have failed
to find enough interest. Some of the
existing types are struggling to fill the
remaining open production slots and,
in some, sad, cases, relatively young
aircraft are not welcome anymore in
the global skies and are awaiting an
inglorious end in the desert until the
scrap hammer puts them out of their
misery.

In the single-aisle market, the
A320neo has entered service and
so has the 737 Max. Engine glitches
and production delays, however, put
a damper on airlines’ enthusiasm for
these fuel-saving derivatives. Looking
east, the Russian MS21 and Chinese
C919 will also take a few years before

Aircraft ABS Transactions
Source: KBRA
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service entry but at least both types
made their first flights.

In the twin-aisle market, the 787
and A350XWB are in service and can
be spotted at an increasing number
of airports. The A330neo is suffering
some delays but will most likely
enter service in the coming months.
Boeing’s 777X is in production,
although it will take a bit of time
before the first customers can take
delivery, even if the test flights go
according to plan.

In the super heavy category, is
seems the relatively young 747-8 and
A380 are already past their prime and
both face an uncertain future. While
the 747-8 has a fall-back position in
the air cargo market, the A380 can
only rely on less than a handful of
loyal fans who keep the production
line going, which does not take away
that used aircraft are difficult to place
at acceptable conditions. In the
regional jet market, Airbus and Boeing
seem to be taking over and life for the
few independent OEM’s is not getting
easier.

Overall, it can be concluded that
we are past the halfway stage of
the generation change, or, halfway
through the technology cycle.

The flipside of all the new aircraft
introductions obviously is the fact that
older-generation aircraft will reach
the last-of-the-line stage soon. Based
on historical experience, this group
of late-production aircraft should lose
value much faster compared with
early- and mid-production aircraft of
the same type. However, analysts
that were preaching doom and gloom
about these last-of-the-line aircraft so
far have definitely not been proven
right.
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There are three elements that have
upset the theory. First, demand for air
travel is still growing at a solid pace
and the normal cyclical downturn has
not materialised. Second, modest fuel
prices extend the viability of these —
relatively less-efficient — aircraft for
the time being. Third, low inflation
should result in modest delivery price
increases as the result of contractual
escalation clauses. Although the
cost index for the labour element
is still increasing, material costs
show negative index developments.
Logically, delivery prices for last-of-the-
line aircraft should not increase as fast
as originally feared.

Finally, the supply of new aircraft did
not increase at the pace everybody
was expecting. Airlines that were
counting on a significant number of
new-technology aircraft suddenly had
to look for older aircraft to maintain
their schedules and consequently the
replacement wave was postponed.

So, what could bring the supercycle
to an end? Much to the frustration
of many analysts, there are very few
signs something like this will happen
(famous last words?). Similar to a
murder-mystery game, let us look at
a few of the potential (hypothetical)
killers of the supercycle.

Stagnant or negative demand growth

- significant increase in ticket prices:
this could be caused by — most likely
— strong increases in fuel prices,
either because of a rise in the cost
of crude oil or because of increased
tax levels, which is probably one of
the real threats. Operators of less
fuel-efficient aircraft especially could
come under pressure;

« drop in purchasing power: assuming
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the world population will continue
to grow, only a strong reduction
in purchasing power could see
demand for air travel fall away.
Obviously, this would mean a
180-degree turnaround from the
recent trend, where an increasing
share of the world population
reaches an income level that allows
them to upgrade from bus or train
travel (or no travel at all) to the
aircraft;

- the fear factor: fear of flying could
reduce willingness to travel, either
because of concerns about safety
of air travel, or because of a fear of
terrorist actions, natural disasters,
diseases, etc. While obviously the
latter factors are impossible to
predict, statistics show that flying
is safer than ever before. It seems
that because of frequent acts of
terrorism, the public has, generally,
become more immune to news
about these events;

« regulatory or government-imposed
restrictions: for various reasons,
including environmental concerns
or an expanding trade war, national
governments could restrict their
citizens in international (air) travel;
and

« reasons to fly: alternative
communication techniques such
as video-conferencing, virtual
reality experiences could reduce
the need to travel. Alternative,
superior transportation modes,
such as a hyperloop could also
make travellers switch. Some more
experienced travellers complain
that airport congestion and security
checks are taking away the fun
of travel. Long queues at major
tourist destinations also reduce the
enjoyment.

Airline profitability

+ costincreases: if these cannot be
passed on to the travelling public
they obviously are a major threat to
airline profitability and consequently
economic viability. Fuel prices
clearly are a cause for concern but
also so is increasing labour costs
(or reduced labour productivity
because of strike actions). In
addition, history has shown that
when companies reach levels
of increased profitability, other

DVB

stakeholders, and in particular the

national governments, are ready to
increase taxes, usually pretending

this is for the good of the nation or
the environment;

. yield pressure: while low fuel cost
(and high load factors) allowed
airlines to lower ticket prices
(and hence stimulate demand)
in certain price-sensitive and/or
highly competitive markets the
reverse may be impossible. With the
expansion of the LCC model from
short and medium haul to long haul,
the competition among airlines may
well intensify. A new-technology
aircraft such as the 787 seems to
have opened an opportunity for
LCCs to expand to, for example,
transatlantic operations. While it
is too early to tell, the introduction
of long-haul single-aisles, such as
the A321neo LR could intensify
competition even more, while
the introduction of the Boeing’s
much-debated 797 NMA could offer
the airlines another instrument for
aggressive expansion; and

« demand/supply equilibrium:
currently airlines enjoy spectacular
high load factors thanks to relatively
modest capacity expansion.
Should this change and aircraft
overcapacity drives load factors
down, this could impact both airline
profitability and aircraft values and
lease rates. Production restrictions
so far have prevented this from
happening, but should the plans
of Airbus and Boeing to increase
production of the A320 family
and the 737 respectively become
reality, with the Chinese C919 and
Russian MS21 entering the market
a few years later, an oversupply
could easily materialise. Given the
increasing political tension and
the expanding trade war between
the US and China, a scenario
under which China and/or Russia
would be able to rely on their local
designs could spell problems for
the western manufacturers.

Aircraft values

Most of the hypothetical scenarios
sketched above will have a negative
impact on the equipment market and
consequently aircraft values and lease
rates.
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The current circumstances may
have postponed the impact of the
normal generation change on aircraft
liquidity and values. It is unclear if —
once production of the Neo and Max
gain momentum, the industry will
see milder, normal or more severe
deterioration in the value of older-
generation aircraft. In the twin-aisle
market, it seems that certain types
suffer significant value adjustments,
while the impact on others is minimal.
The same goes for regional aircraft,
where E170s and E190s, for instance,
are under increasing pressure, while
demand for the (scope optimised)
E175 remains very high. Given the
fleet demographics of the E175, some
observers are worried that, should
scope clauses change, this type could
see a scenario similar to that of the
CRJ200 and ERJ family.

While the decisions justifying the
injection into the aviation industry of
billions or dollars from North American
pension funds and private equity firms,
as well as Asian investors, are taken
by smart people, somehow this gives
many observers an uneasy feeling.
Historic examples that spring to mind
include Tulip Mania in the mid-1600s,
the dotcom bubble in the late 1990s,
the sub-prime mortgage crisis of 2007
and the crisis in the shipping business
after a synchronised boom that ended
in 2008. While near term, there are
very few signs of an aviation crisis,
the adage “the higher they climb,
the harder they fall” has to be kept in
mind.

Our summary effectively can
be the same as last year: “The
industry continues to hover at great
heights and there are hardly any
real indicators of an imminent crash.
Traffic growth is very robust, fuel
remains modest, financing is plentiful
and cheap and most airlines are
profitable.”

For the time being, and to answer
last year’s question, whatever
happens in the near or distant
future, there are enough arguments
to support the statement that the
commercial aviation business has for
some years been in — and still is — an
unprecedented supercycle. But riding
a cycle also demands a continuous
watchful eye on the other traffic. A
supercrash could be just around the
corner. A
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Untangling the growing web of
aircraft transactions and values

There are many factors that influence aircraft values, but these factors can be
complex, says boutique advisory firm Alton Aviation Consultancy.

Il along the aviation value chain,

a wide range of participants is
revelling in the sustained favourable
market conditions. This year is
expected to bring a record ninth
consecutive year of airline profits, and
additional new investor interest in
aircraft as an asset class.

As manufacturers churn out aircraft
at record rates, airlines and lessors
are buying and selling aircraft among
and between each other in increasing
numbers to curate what they perceive
to be their optimal portfolios.

In the secondary markets, the
normal transaction has evolved;
singleton trades of aircraft on
a standalone basis are few and
far between. With the increased
proliferation of aircraft operating
leasing, the majority of aircraft
transactions — on a unit and value
basis — now involve attached leases.

The increasingly complex web of
transaction types and the decreasing

occurrence of single-aircraft pure
metal trades, as well as confidentiality
and opaqueness in transaction prices,
mean market value is an increasingly
elusive concept.

For different market participants,
even the purpose of the valuation and
intended use of the resulting figures
may differ.

For an airline, an accurate
valuation might be most pertinent for
insight into residual value risk or for
insurance purposes; for an investor,
the income-generating ability of the
asset — the stream of cash flows that
can be expected, and with what risk,
is paramount to values.

Over the years, aircraft valuation
practices have been primarily focused
on metal values but as the market has
evolved, because few transactions
are straightforward metal single-asset
trades, there may be an increasing
disconnect between these outright
values and the real world.

About Alton Aviation Consultancy

Alton Aviation Consultancy is a
boutique advisory firm dedicated to
serving the aviation and aerospace
industries.

Our engagements span the
aviation and aerospace value chain
to include commercial, financial and
technical aspects — from strategy
and business plan development

Laetitia Achille
managing director

John Mowry
p managing director

to operational improvement and
implementation support. Clients
include airlines, original equipment
manufacturers (OEMs), maintenance,
repair and overhaul and other
service providers, lessors, lenders,
and the broader financial and
investment community.

Founded by seasoned aviation

Enda Clarke
managing director

Adam Guthorn
director
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This trend of increased trading
of assets with attached leases
is expected to grow given the
increasing proportion of the global
fleet financed by lessors, now
exceeding 40%. Therefore, published
blue book values are not sufficient for
valuing most types of transactions.
Another layer needs to be added; the
value associated with future income
as determined by the lease.

It is time that valuation practices
kept pace with the growing and
evolving aircraft transaction market.
If more investment and new investors
are to continue to be attracted to the
market and participate in a well-
informed capacity, then investors
need to understand not only the
appraised dollar value of the physical
asset, but also the upside and
downside risk of their investments.
This involves logical but rigorous
methodology; a wholistic approach
that is the norm will make for more

industry executives and consultants,
Alton’s team is globally recognised
for thought leadership, quantitative
analytics and innovative solution
development. Alton’s professionals
highly value personal relationships
and continuously strive to deliver
individual attention and white-glove
client service.

Adam Cowburn
managing director

Isobel Fenton
senior associate
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informed investors. Discussion on and
understanding of lease encumbered
valuations need to become as
prevalent in the market as lease
trades.

This multi-part paper provides:

1. An overall assessment of the
industry;

2. Analyses observed trends in aircraft
transactions over the past decade;
and

3. Offers perspective to investors as
they consider how to best ascribe
value to today’s transactions.

Part 1: The air transport and
leasing industries have enjoyed
favourable dynamics

Recent airline profitability contrasts
with historical trends.

Many industry participants question
whether the renaissance of airline
profitability has arrived: has there
been a structural change in the
industry that has formed a more stable
foundation or are we just enjoying an
above-average peak in the cycle?

The optimists include those
that may have a vested interest in
believing the former, such as airlines
and enthusiastic airline industry
groups; the International Air Transport
Association (lata) director-general
and chief executive officer declared:
“Airlines are defining a new epoch in
industry profitability”. But not everyone
is singing the same tune; some are
pointing to signs that the peak has
passed, noting that, while still strong,
2018 profits are forecasted to be lower
than the preceding three years.

While air traffic growth over the years
has more than kept pace with economic
growth, there has not always been
such a correlation between economic
growth and airline profitability. However,
the challenging market conditions
during and after the 2007-08 financial
crisis forced airline discipline in mature
markets, particularly in terms of capacity
growth and cost management. Many
weak airlines undertook restructuring,
while others consolidated to make
a stronger combined entity, better
prepared for future turbulence.
Continued replacement of older aircraft
with younger, more fuel-efficient aircraft
assisted airlines in managing through

Exhibit 1. Global airline net profit margins, 2000-2018F

Source: Alton Aviation Consultancy analysis; Airlines for America; lata industry statistics June 2018
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periods of volatile and elevated fuel
prices.

Strong air traffic demand growth has
been driven by sustained expansion
of global economic activity and an
increasing propensity to travel of the
growing middle class, particularly in
emerging markets.

Additionally, low-cost carriers (LCCs)
have proliferated; enabled by their
lower cost base to lure passengers
with lower fares than full-service
competitors. LCCs have stimulated
new demand and driven down fares in
the markets in which they operate.

Leasing is booming, with appeal to
both lessors and lessees

Aircraft leasing has evolved over the
past decades from virtually non-
existent in the 1970s, to gaining traction
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through the 1990s and accelerating
through the 2000s. Today, aircraft
leasing accounts for about 40% of
the commercial aircraft fleet. Leasing
is a major source of financing for
aircraft; lessors are likely to finance
some 35% to 45% of the current order
backlog, including expected sale and
leasebacks at delivery.

Leasing appeals to airline lessees
and lessors with attractive but differing
characteristics on both sides. For the
airline lessee, the off-balance-sheet
proposition of an operating lease frees
up capital while keeping leverage
down and alleviates aircraft residual
value risk. It also allows flexibility
in aircraft acquisition timing and
capacity management, enabling trial
of new aircraft and routes with lower
commitment.

Exhibit 2. Changes in leased fleet as a proportion of total

fleet over time
Source: lata
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Lessors, on the other hand, enjoy
a margin between the cost of capital
and the returns achieved through
leasing, along with tax benefits. Bulk
purchasing helps the largest lessors
enjoy favourable pricing from OEMs
while superior creditworthiness
(frequently as a result of affiliation
with large, stable financial institutions)
provides large and established lessors
with low financing costs. A mobile
asset with a global customer base and
often-large contractual future cash
flows when a lease is attached makes
aircraft an appealing investment.

Lessors pursue different strategies
with their portfolio profiles. Some
specialise in new or young aircraft,
others in mid-life while some smaller
lessors deal in niche categories,
focusing on placing aircraft that are
older, less liquid, or in less-active
geographical markets.

Scale of the largest lessors increases,
but concentration does not

Within the leasing industry, some
behemoths dominate. The two largest
— AerCap and GECAS - are leagues
ahead of their closest rivals, with fleets
more than double that of the third-
place holder, Avolon.

Lessors in Asia, particularly
China, are relatively new capital
providers to the leasing industry.
Relaxed regulations a decade ago
by the China Banking Regulatory
Commission cleared the path and
China’s top banks promptly started
developing their capabilities and
formed dedicated aircraft-leasing
divisions. They enjoy low cost of
capital, increasingly so with size.

Top lessors are enjoying economies
of scale and borrowing power to
achieve wide margins on very large
investments. According to Airfinance
Journal, the average cost of debt for
some of the leading lessors has been
about 4% to 4.5% in the past few
years, while some have achieved rates
as low as 2.5% to 3%. Return on equity
achieved by the top lessors has been
in the range of 9.5% to 10% over the
past three years.

Many of the largest lessors
have achieved such scale through
aggressive acquisition on top of
organic growth — AerCap’s acquisition
of ILFC completed in 2014 remains
the largest in the industry, and was

INIte GliticlakGleilelalEle AV 8ISy ALTON AVIATION CONSULTANCY

Exhibit 3. Top 10 global lessors by estimated portfolio

value, 2017
Source: Alton Aviation Consultancy analysis; Airfinance Journal Leasing Top 50, November 2017
Lessor Headquarters Owner Estimated Portfolio Fleet
Country Country Value ($ billion) Size
1 AerCap Ireland USA $351 1,121
2  GECAS USA, Ireland USA $28.3 1,271
3 Avolon Ireland China $21.3 572
4 BBAM USA Multiple  $19.8 404
5 SMBC Aviation Capital Ireland Japan $17.4 437
6 BOC Aviation Singapore China $13.9 299
7  Air Lease Corporation USA USA $13.8 278
8 ICBC Leasing China China $11.8 250
9  DAE Capital UAE, Ireland UAE $17 334
10  Aviation Capital Group USA USA $8.5 274

Exhibit 4.Top 10 versus other lessor fleet portfolio values

Note: unless otherwise cited, fleet analysis is based on CAPA database

Source: Alton Aviation Consultancy analysis
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followed by Avolon’s acquisition of CIT
Aerospace and DAE’s acquisition of
AWAS.

Despite the significant consolidation
that has taken place, the overall
share of the 10 largest lessors as a
percentage of the total leased fleet is
not meaningfully different today than it
was five year ago.

More players have been attracted
to the space, enabled by high liquidity
and low interest rates and encouraged
by the attractive returns the market
leaders have achieved. They are
comforted by the backing of an
underlying hard asset and returns that
have historically outperformed many
other asset classes and demonstrated
low volatility as well as low correlation
to broader market indices. Aircraft
liquidity has generally been viewed as
positive for the most common aircraft
types.
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Part 2: Aircraft trading activity
has grown in most market
segments

While OEMs are sellers and specialist
part-out companies are buyers in

the market, airlines and lessors (and
equity investors behind lessors) are
both buyers and sellers. A web of
primary, secondary and tertiary aircraft
transactions take place between these
market participants:

« primary transactions are those
involving new aircraft sales direct
from the OEMs to airlines and
lessors;

« secondary transactions, between
airlines and lessors, are those
involving not only direct sales
between the parties, but also sale
and leasebacks between airlines
and lessors (both new and used
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Exhibit 5. Aircraft transaction ecosystem

Source: Alton Aviation Consultancy
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Exhibit 6. Aircraft transactions by market segment by
aircraft value

Source: Alton Aviation Consultancy analysis
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Exhibit 7. Primary market aircraft transactions by aircraft value

Source: Alton Aviation Consultancy analysis
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2017

aircraft) and sales with leases
attached between lessors; and

- tertiary transactions typically
involve airlines and lessors selling
to specialised part-out companies
at the end of an aircraft’s life.

Overall transaction volumes have
more than doubled over the past
decade, amounting to more than
$160 billion annually in the past few
years, up from $84 billion in 2007.

Primary market transactions have
expanded with industry growth.

In the primary market, the vast
majority of the new aircraft sales
by OEMs is directly to airlines,
accounting for about 80% of the
volume. Direct sales to aircraft
lessors account for the remaining
20% of total delivery volume.

OEM sales to airlines

The most common aircraft sale and
purchase transactions is directly
between the manufacturer and the
end user, the airline. While airlines
of all types do acquire aircraft from
the OEMs, those that purchase
aircraft have a tendency to be
larger, well-capitalised airlines which
primarily intend to keep aircraft

for the duration of the economic

life, or airlines with strong growth
aspirations or fleet-replacement
requirements, requiring the certainty
of securing aircraft capacity that
comes from a larger orderbook. With
increasing growth rates in terms of
volume and value, OEM deliveries to
airlines reached 1,298 units at a total
value of $83.4 billion in 2017.

OEMs have enjoyed a non-
concentrated airline customer base,
with the largest 10 airline customers
accounting for just 30% of total
airline delivery value over the past
10 years, led by Emirates Airline,
American Airlines and China Eastern
Airlines.

OEM sales to lessors

While OEM direct sales to airlines
have nearly doubled, direct sales to
lessors have grown significantly as
well over the past decade. In 2017,
direct deliveries to lessors accounted
for a volume of 401 aircraft at a value
of $21.7 billion, an increase of more
than 50% compared with a decade
earlier, as measured by value.
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The lessor customer base has been
significantly more concentrated than
that of the airlines, with the largest 10
lessor customers accounting for more
than 70% of total lessor delivery value
for the OEMs, led by AerCap, GECAS
and BOC Aviation.

The still substantial but lower
growth rates in sales to lessors may
be attributed to dynamics at both the
OEMs and lessors. While recognising
the value brought by lessors to
the market, OEMs have sought to
manage the volume of the aircraft
orderbook held by lessors so as to
maintain aircraft availability for its end-
user airline customers. OEMs have
recognised the value in maintaining
direct relationships with their end
users, not only for the manufacturer-
customer relationship aspect but
also to manage pricing across the
totality of their orderbook, since
large lessors can enjoy particularly
strong bargaining power and place
speculative orders in bulk volumes.

For their part, savvy lessors, well
aware of the transition underway in
the OEM production from current-
generation to next-generation aircraft,
have had some hesitancy in acquiring
the last-off-the-line models delivering
in the past few years. Airlines with
long anticipated hold periods for the
aircraft have been less concerned,
particularly when offered attractive
pricing.

Secondary trading has increased
significantly in the past few years
OEMs deliver new aircraft to airlines
but have limited direct participation
in the secondary market, where the
airlines and lessors transact among
themselves. In this secondary market,
the vast majority of transactions
involve lessors and come with
attached leases — ranging from sale
and leasebacks and portfolio sales to
mergers and acquisitions.

Among these secondary transactions,
the vast majority of trades have been
with a related lease agreement.

Airline and lessor sale and
leasebacks

New/young aircraft

The volumes of new/young sale
and leasebacks have accelerated
significantly since 2013, amounting

Exhibit 8. Distribution of OEM deliveries to airlines, by
aircraft value, past 10 years

Note: includes new deliveries to acquired companies.

Source: Alton Aviation Consultancy analysis Emirates 5%

American 4%

China Eastern 3%

Qatar 3%
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Air China 3%
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Exhibit 9. Distribution of OEM deliveries to lessors, by
aircraft value, past 10 years

Note: includes new deliveries to acquired companies.
Source: Alton Aviation Consultancy analysis
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Exhibit 10. Secondary market transactions by aircraft value

Source: Alton Aviation Consultancy analysis
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Exhibit 11. Secondary market lease attached transactions by

aircraft value

Source: Alton Aviation Consultancy analysis
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to 295 aircraft valued at nearly $20
billion in 2017. They have become an
increasingly popular means for airlines
to finance their fleet acquisitions. For
large airlines with strong bargaining
power, significant gains on the
purchase price can be made through
sale and leasebacks while using the
transaction as a method of financing,
releasing equity and removing the
asset from the airline’s balance sheet.

Sale and leasebacks free liquidity
for an airline’s operational needs so
sale-and-leaseback activity can be
seen to rise in cyclical downturns or
invoked by individual airlines suffering
challenging conditions and tight
liquidity. The transactions have been
attractive to lessors also given the
predetermined customer and terms,
compared with the speculative risk of
an unplaced orderbook.

Used aircraft
Sale and leasebacks are primarily
undertaken for new or young aircraft.
Of the transaction types examined,
the volume of used aircraft sale and
leasebacks has shown the most
volatility over the past decade, albeit
off a relatively low baseline. In 2017,
these transactions totalled 65 aircraft
at a value of $3.2 billion.

The sale and leasebacks of a
used or older aircraft is complex and
unique. It is not only a function of the
aircraft’s age but also of its condition
and the negotiated lease terms, such
as maintenance reserves. These
transactions are primarily undertaken
by airlines wishing to manage their

—a— -
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e ||
25 25
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residual value risk or fleet capacity.

The well-publicised transaction
between Easyjet and Aircastle for 10
Airbus A319s (about 12 years average
age) in a rolling sale-and-leaseback
plan as an exit strategy for the fleet
is representative of these types of
transactions.

Lessor-to-lessor lease-attached
transactions
Sales between lessors have seen
the most notable growth in recent
years, a reflection of increased
liquidity, trading and also merger and
acquisition activity. In 2017, 844 aircraft
with leases attached, valued at $25.1
billion, were sold between lessors.
Those sales occur often as a
result of lessors’ portfolio strategies.
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Lessors will sell aircraft as a means
of rebalancing their portfolio to
increase or decrease exposure to

a certain credit or aircraft type, to
manage their fleet age, as well as
to demonstrate the appropriateness
of their depreciation policies. SMBC
Aviation Capital, in adhering to its
young, modern fleet strategy, sold

a 20-narrowbody aircraft portfolio
to Aircastle in 2017 as the aircraft
passed a target age threshold.
Aircastle sought value from
diversifying its fleet mix, particularly
with the geographical diversity of 13
of those aircraft and their leases in
place.

Some lessors have raised
dedicated funds to focus on aircraft-
leasing opportunities, frequently
acquiring assets from a range of
other lessors, and then efficiently
financing them through asset-backed
securitisation vehicles. Apollo
Aviation Group, which specialises
in mid-life, in-production aircraft,
acquired 59 aircraft in 2017 from
other lessors such as AerCap, Orix
Aviation and Incline Aircraft Holding —
all with leases attached — for a gross
purchase price of $965 million.

Year-to-year fluctuations in overall
trading are principally the result
of the timing of large portfolio
transactions. There was a spike in
activity in 2014 as a result of AerCap’s
acquisition of ILFC while, in 2016,
Avolon’s acquisition of CIT drove
higher volumes, followed by DAE’s
acquisition of AWAS in 2017.

Exhibit 12. Secondary market outright transactions by aircraft

value

Source: Alton Aviation Consultancy analysis
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Few outright transactions in
secondary market

The volume of aircraft transactions

in the secondary market sold on an
outright basis is substantially lower
than those sold with leases attached.
These transactions involve airlines and
lessors acting as buyers and sellers,
with no particularly type of transaction
dominating.

Airline-to-airline transactions
Transaction volumes between

airlines are volatile and seemingly
uncorrelated to the industry cycle,
with significant bumps coming in years
where large mergers and acquisitions
have closed. In 2017, just 225 such
transactions were recorded, at a value
of only $2.7 billion, with a low average
value indicative of the older age
profile of the aircraft involved.

Airlines may wish to offload a
certain aircraft or model not aligned
with future fleet and network plans.

In many instances, aircraft flown by
carriers in developed markets have a
preference for younger aircraft, and
sell to carriers in emerging markets
where the aircraft still has significant
operational life remaining.

Some airlines have employed this
as a primary fleet-acquisition strategy.
Until 2016, Allegiant Air exclusively
purchased used aircraft (initially
ageing McDonnell Douglas MD80s
and subsequently Airbus A320s) from
other airlines and thereby built its fleet
opportunistically as these came on the
market. In contrast, Air Berlin’s aircraft
were sold recently under bankruptcy
conditions with speculation that one
of the largest purchasers, Lufthansa,
achieved favourable pricing on the deal.

Lessor-to-airline outright transactions
Aircraft sales from lessors to airlines
have historically been limited, but
volumes have increased recently.
In 2016, lessors sold 285 aircraft to
airlines, at transaction values of about
$5 billion but the following year’s 194
sales, valued at $2.5 billion, shows the
volatility of these transactions.

The rationale for such trades
are broad and can include airlines
exercising their purchase option as
part of Japanese operating leases with
call options (Jolcos), as well as airlines
and lessors agreeing to lease buy-
outs. Moreover, in the environment

Exhibit 13. Tertiary market aircraft transactions by aircraft value

Source: Alton Aviation Consultancy analysis
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of strong air traffic demand, low to
moderate fuel prices, and sustained
financial profitability, carriers such as
Delta Air Lines, Southwest Airlines
and United Airlines have found used
aircraft attractive. As a result, they
have acquired used assets from other
airlines and lessors.

Lessor-to-lessor outright transactions
While total trading activity between
lessors has grown in recent years, the
volume of outright sales (without lease
attached) have been limited to about
$1 billion a year. Many lessors perceive
the sale of an aircraft without a lease
attached as being a type of distress
sale given the uncertainty around the
timing of future lease rentals income
and the credit of the next lessee.

Airline-to-lessor outright transactions
Secondary market transactions on an
outright basis from airlines to lessors
are small. In 2017, the 39 aircraft
transactions accountant for $545
million.

Lessors may opportunistically
purchase older aircraft from airlines
when it no longer fits with the airline’s
fleet strategy and they do not want
the residual value exposure. Because
of their significant sales and marketing
reach, lessors will most frequently
acquire these aircraft when they have
lined up a downstream lessee, or have
a high degree of conviction on their
ability to secure attractive lease terms.

Lessor Nordic Aviation Capital
purchased 10 ATR72-600s from Azul
Linhas Aereas in October 2017, half

H
m
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of which were to exit by the end of
that year and the other half in 2018.
Azul is in the process of up-gauging to
larger next-generation aircraft, while
the lessor had plans to remarket the
aircraft to new lessees, amid strong
demand for the type.

Retirements/part-outs in the tertiary
market have declined

A part-out is an end-of life sale in
which the usable, saleable parts

are extracted from an aircraft. It is
conducted when the disassembly will
yield more value than the aircraft as a
whole. These end-of-life transactions
can be conducted in two ways:
outright sale, where the aircraft is sold
whole (or as whole airframe and whole
engines) — it will then be dismantled
by the purchasing parts-trading
specialist; or by consignment sale, in
which the seller maintains ownership
of the asset but consigns it to the
parts-trading specialist.

Part-out transaction levels vary year
to year, driven over the medium term
by fleet demographics but, in the short
term, aircraft supply-and-demand
balance, fuel prices and underlying
demand for aircraft components are
the drivers. Both airlines and lessors
sell aircraft for part-out: in 2017,
airlines sold 101 aircraft, valued at
almost $128 billion, while lessors sold
174 aircraft at an estimated value of
more than $600 million.

Strong growth in this market was
observed between 2008 and 2015, but
volumes have fallen significantly in the
past few years amid a strong aircraft
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Most traded Airbus A320-200 (single lessee)

Source: Alton Aviation Consultancy analysis
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N/A

China Eastern

China Eastern
China Eastern

China Eastern

N/A
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Most traded Boeing 737-800 (multiple lessees)

Source: Alton Aviation Consultancy analysis
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demand environment. While this strong
demand has been good for the overall
industry, participants in the end-of-
life segment have noted challenges
sourcing assets at attractive prices.
Part-outs have historically been
undertaken at retirement age but
there has also been an increasing
trend of parting out some younger,
mid-life aircraft. In these cases, the
demand for parts is high, with their
value as parts being greater than the
prospect of their continued operation
and maintenance expenses in the
context of the expected residual value
of the aircraft. As an example, CAPA's
fleet database reports that AerFin
purchased two Boeing 737-800s of
about only 17 years old from another
lessor, Investec’s Global Aircraft Fund,
which it then retired and presumably
dismantled for their components.

Part 3: Today’s trading
marketing has significant
implications for valuations and
investors

Comparable outright aircraft
transactions are limited

While the market has grown
substantially over the past decade,

Exhibit 14. Average annual primary/secondary transaction volume by unit, 2013-2017

Source: Alton Aviation Consultancy analysis
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Exhibit 15. Past five years average secondary market outright

transactions by age, 0-20

Source: Alton Aviation Consultancy analysis
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it has evolved such that few
transactions are well-represented
by the criteria associated with

the definition of current (or fair)
market value, as established

by the International Society of
Transport Aircraft Trading (Istat), the
organisation that accredits appraisers
in the aircraft leasing and financing
industry, including one author of this
article.

Istat defines the market value
as the appraiser’s opinion of the
most likely trading price that may
be generated for an asset under
the market circumstances that are
perceived to exist at the time in
question. Market value assumes
that the asset is valued for its
highest, best use, that the parties
to the hypothetical sale transaction
are willing, able, prudent and
knowledgeable, and under no
unusual pressure for a prompt sale,
and that the transaction would
be negotiated in an open and
unrestricted market on an arm’s-
length basis, for cash or equivalent
consideration, and given an adequate
amount of time for effective exposure
to prospective buyers.

In the primary market, OEM sales
to airlines and lessors almost always
involve multiple aircraft and, for a
variety of reasons, the transaction
price is not commensurate with
the market value. The aircraft are
very rarely purchased from the
manufacturer in single quantity
and the net price paid reflects
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adjustments for specification,
escalation and credits attracted by
volume purchasing power, as well

as intangibles such as perceived
strategic value to the OEM at the time
of the order — frequently years in
advance of delivery.

The benefit of pricing opaqueness
can be debated, and certainly
different participants take different
views. For the OEMs, opaqueness
allows for price discrimination across
customers, while for customers, those
with significant bargaining power
are able to secure prices lower than
what the OEM would publish, thereby
setting a low-price precedent.

It is not only the largest orders that
attract the best prices — strategic

Exhibit 16. Distribution
of secondary market
transaction values
(five-year average)

Source: Alton Aviation Consultancy analysis

reasons may also come into play,
such as gaining an established airline
as a new customer whose existing
fleet is entirely (or mostly) comprised
of a competitor’s aircraft. Conversely,
OEMs may be less incentivised

to sharpen their pencils for some
customers that exclusively operate
their aircraft, taking advantage of
the high switching costs for training,
inventories and ground-support
equipment.

Outright transactions in the
secondary market would seem to
align most closely with the Istat
definition of market value, and Alton’s
research suggests that an average of
just more than 500 such transactions
have been recorded over the past
five years.

While this may appear to be a
healthy volume of activity, when
considered for an individual aircraft
model and across a wide range of
aircraft ages, the limits can be seen.

For the most liquid narrowbody
aircraft with the largest fleet in
service, the Airbus A320-200 model,
an average of just 17 aircraft aged
between six to 10 years old, has
traded on an outright basis without
leases attached over the past five
years. For the A330-300, one of
the most liquid medium twin-aisle
aircraft, an average of just two
aircraft has traded over the past five
years. Such paucity of transactions
does not provide a statistically
significant number of comparables for
valuations.

Outright
15%

Lease Attached
85%
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On a value basis, those secondary
transactions with leases attached,
were over five-fold the value at
$47 billion compared with those
unencumbered at $8.3 billion.

Given the high proportion of
transactions with leases attached,
traditional metal valuations are
insufficient to assess the majority of
today’s aircraft transactions.

Transaction data is elusive and
challenging to normalise
Perhaps even more impactful than
the sparse volume of comparable
transactions, the transaction
confidentiality culture within aviation
finance creates opaqueness. The
market consists of a low volume of
directly comparable transactions
compared with selected other asset
classes with a high proportion of
confidential transactions. There is
low incentive to share and publish
trading prices and an inherent conflict
of interest in appraisers providing
transparency of methodology out of
protection of intellectual property.
Even if these transactions had
perfect visibility in terms of trading
prices, other limitations in normalising
those would still exist. Some of these
trades would not be considered at
arm’s-length but between related
parties (such as within an airline
group).
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Exhibit 17. Representative valuations, eight-year old Boeing

737-900ER

Source: Alton Aviation Consultancy analysis
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In other instances, the willing
sellers will have experienced financial
or other pressures prompting the
sale. Others will have been part of
small portfolio sales, making it hard to
ascribe market value to an individual
aircraft or the discount for volume.
Normalising the prices based on
maintenance status to a theoretical
half-life condition adds additional
variables. In lessor mergers and

Exhibit 18. Components of lease encumbered valuation

Source: Alton Aviation Consultancy analysis
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acquisitions transactions, value may
be allocated to the current fleet of
aircraft, an orderbook and the leasing
platform.

In sale and leasebacks and lessor
trades — both in the primary market
for new aircraft and secondary market
for older aircraft — the very nature
of the lease-attached transaction
makes it challenging to discern true
market value. In these transactions,

:

deposits .

a cash security deposit may be required of the lessee; and
Modelled as a cash inflow to the lessor at beginning of the lease and outflow at the end of the lease.

Maintenance
cash flows .

typically monthly reserve payments for weaker credits to protect lessor from maintenance exposure in the event of default; and
stronger credit lessees are frequently able to secure terms requiring end-of-lease payment in lieu of monthly reserves.

transition costs reflect an expectation of at least one other lease in the aircraft's economic life — as such, between leases, downtime
and cost will be incurred; and

assumptions made to estimate — varies depending on aircraft specification, lease return conditions and future lessee aircraft
specification requirements.

Residual

values

the projected value of the asset at the time of sale;
sale may be assumed at the end of the lease, at the end of an extended or follow-on lease — or as a lease encumbered asset; and
inflation and haircuts may be utilised for sensitivity and conservatism.

Discount rates |

discount rates should be a function of both asset and credit risk; and
the rates are applied to the relevant cash flows to determine the net present value.
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Exhibit 19. Maintenance-related lease cash flow terms

Source: Alton Aviation Consultancy analysis
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Compliance
Requirements

and others where the lease is sold
attached to the aircraft, the price
paid is not purely a measure of the
asset’s intrinsic value but also of its
future income-generating ability to
the buyer.

On these trades, a wide range of
factors comes into play, including
the seller’s acquisition price or
book value, credit and jurisdiction
risk profile, lease duration, aircraft
configuration, maintenance provisions
in the lease (including reserves or
end-of-lease payments), anticipated
transition costs, expected residual
values and lessor capital costs/return
hurdles.

Additional transaction data and
pricing knowledge beneficial

All of these factors that influence
pricing are under constant evaluation
by those in origination, pricing and
trading roles at the leading aircraft
lessors — informed by live deals won
and lost.

While access to underlying
transaction information remains
a challenge for those not actively
trading in the market, some of the
factors influencing aircraft values
along with aircraft leasing and
financing economics are also not well
understood by all participants in the
sector.

In an industry environment that
may be closer to a cyclical peak
than trough, astute investors must
develop a deep understanding of
the myriad of valuation definitions,
methodologies and underlying cash
flows driving value.

Maintenance
Reserves (MR)

Financial Compensation
(Major Components)

Understanding cash inflows and
outflows over the lease duration is
critical

While typical metal valuations quantify
the half-life current market value of an
aircraft adjusted for its maintenance
status, the lease encumbered
valuation (LEV) considers the
projected cash flows and determines
the aircraft value based on the
income earning potential during the
lease and from the residual value.
Valuation differences are represented
in Exhibit 17.

The representative cash-flow
projections illustrate what is expected
over the term of the lease (from the
owner/lessor prospective). In the case
where the lessee pays maintenance
reserves, the cash flows throughout
the term of the lease include not only
rents but also maintenance reserves
payments/end-of-lease maintenance
compensation adjustments. At the
end of the lease, the half-life residual
value is claimed and supplemented
by the maintenance adjustment from
half-life (which could be positive or
negative), and the security deposit
is returned. Transition costs should
also be considered as part of any
expected onward usage of the
aircraft.

Lease encumbered values depend
on interconnected cash flows

Lease encumbered valuations are
increasingly relevant and used by
the lessor community for pricing, but
requires a significantly more complex
approach than traditional metal
valuations. There is not one standard

End-of-Lease
Adjustments (EOL)

Minimum Return
Conditions

industry methodology but LEV is
calculated using an income valuation
approach covering at a minimum the
components in Exhibit 18.

The LEV is determined by first
projecting each of the forward
cash flows (lease rental revenues,
maintenance cash flows, security
deposits, transition costs and the
estimated proceeds that would be
generated from the asset’s sale).
Then, discounting these cash flows
at an appropriate discount rate that
is reflective of the cost of capital,
riskiness of the asset, and credit
quality of the lessees, as described
below.

Lease rental cash flows are not
guaranteed

While lease rates are contractually
agreed by the lessee and the lessor
prior to the start of the lease (typically
as a fixed monthly amount for the
duration of the lease), some variation
does exist such as quarterly payments
and floating or stepped rents.

It should be noted that cash-flow
forecasts are the best estimate of the
future at that point in time, but during
the term of the lease, it is entirely
possible that unforeseen events will
take place that will have an impact
on the subsequent cash flows. For
example, if an aircraft is returned from
lease early, this will not only have an
impact on transition costs, but also
future lease revenues, which are a
function of market conditions at the
time. Some lessees, when faced
with challenges, seek to renegotiate
commercial terms of the lease,
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leaving lessors with a decision about
whether it is best to acquiesce or
potentially incur costs and transition
the aircraft to a new home.
Furthermore, after the contractual
lease expiry, assumptions need to
be made regarding lease extension,
aircraft sale or re-lease and the terms
and timing. These are also functions
of market conditions.

Net sales proceeds, the ultimate
cash flow, are likewise subject to risk
The proceeds from sales depend
on a wide range of factors. The supply
and demand dynamics for the aircraft

type as well as that for the specific
model at the time of disposition
are a major factor. Additionally, the
condition of the specific aircraft (age,
specifications, maintenance status,
records and pedigree), as well as the
effectiveness of the sales campaign,
will have an impact on the proceeds
realised.

From a forecasting perspective,
one or more valuation methods may
be utilised:

« top-down approach, whereby
reference values are utilised with
adjustments made for maintenance
and conservatism;

- bottom-up forecast that considers
the green-time of major
components and part-out values;
and

« alease encumbered value, wherein
the aircraft is assumed to be sold
with a lease attached.

Maintenance-related lease cash
flows are a major driver of value
Leases specify maintenance
compliance requirements during
the lease, and minimum return
conditions by which the lessee must
abide while financial compensation
for the maintenance deterioration
of the major components is made
either through maintenance reserve
payments throughout the lease
term or an end-of-lease adjustment.
Typically, less creditworthy airlines
are obliged to pay reserves
throughout the lease for the
protection of the lessor’s exposure to
the maintenance value deterioration.
If there is no default and the
lessee adequately maintains the
asset, the reserves are reimbursed

after a qualifying maintenance event,
wherein the asset is returned to
full-life condition. In all instances, the
aircraft owner is fully protected.
From a lessor’s perspective,
maximising maintenance cash
flows features more prominently
as the aircraft ages, with astute
lessors becoming significantly more
actively involved in maintenance
events, which potentially quality for
maintenance reserve drawdowns. In
many instances, lessors try actively
to negotiate such reimbursements,
and try to identify other creative
solutions to avoid.

End-of-life adjustments

Another mechanism through which
the lessor can be compensated for
maintenance value deterioration

is end-of-lease adjustments. In the
event that a lessee does not pay
reserves throughout the course

of the lease, a compensation
adjustment is instead enacted at the
end of the lease. This equals to the
delta in the maintenance condition
of the asset versus its lease delivery
status.

For end-of-lease paying assets, the

lessor bears the risk of maintenance
exposure over the course of the
lease and in the event of a default.
This is typically extended either

to strong airline credits, or to
competitive markets for new assets,
where the risk of default is lower.
Lessees can procure a letter-of-
credit from a third-party institution
providing a backstop to the lessor
against a potential default, thereby
giving the lessor financial security to
waive the maintenance reserves.

Generally, the net positive
maintenance cash flows generated
by a leased aircraft over its life
compensate for the asset’s value
deterioration through its use, rather
than providing extraordinary income
to the lessor.

When aircraft are young, lessors
anticipate utilising the accumulated
maintenance cash flows to reinvest
in the aircraft through heavy
maintenance. Aircraft (and their
components) approaching the end
of their useful life are frequently
retired and parted-out rather than
restored, such that lessors do not
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have corresponding maintenance
reinvestment outflows.

Transition costs are often a
neglected factor

Aside from the aircraft being sold

at the end of the lease, another
alternative is an assumed re-lease.
While the costs associated with this
transition should be considered, their
forecasting requires assumptions.
Transition cost assumptions should
capture the following elements,
based on the precise specification

of the aircraft, its minimum return
conditions and the standard generally
anticipated in the market:

Maintenance

- bridging maintenance programmes;
and

« airworthiness directive compliance.

Reconfiguration

- interior and seats, galleys, toilets,
in-flight entertainment, soft goods.

Upgrades
- engine thrust; and
- operating weights

Remarketing expenditures.

Conclusion
The typical aircraft life is 25
years. During that period, many
transactions typically take
place and many factors can
influence the aircraft values
along the way. Investors must
be extremely cognizant of how
they value each transaction.

Published blue book appraisal
data such as full-life/half-life
base, current market and soft
market values are data points
only of the metal, and somewhat
simplistic data points at that.

As new investors continue
to expand into the market,
participating in a well-informed
capacity increasingly requires
developing a sophisticated
understanding of the total value
of the transaction including the
lease, not only the appraised
dollar value of the physical
asset. A
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Delivering finance integration
success through flawless execution:
strategic value of IT in M&AS

Many mergers and acquisitions fail to produce the desired outcome, because they
stagger on the integration of operations and technology. A well-planned strategy
for IT integration, in combination with other key aspects of the M&A process,
ensure a successful combination of target companies.

With an enduring streak of mergers and acquisitions
(M&As) in the aviation finance space, aircraft lessors
have begun to look for ways to boost their M&A toolbox—
in particular, enhance their internal capabilities to assess
and integrate acquired companies successfully.

M&A is the most rapid way for a business to transform
dramatically its position in the marketplace, changing the
fundamental dynamics of an entity almost overnight by
increasing the scope and breadth of the business and the
paradigms on which it operates.

We all have read about deals where all elements
seemed aligned, but synergies remained unattainable.

In these instances, the company taking over and the
platform being acquired may have had corresponding
strategies and finances, but the integration of technology
and operations often proved problematic, mostly because
of inadequate consideration given to technology among
other key aspects of the M&A process.

Zeevo Group has had the opportunity to live through and
advise on a number of landmark M&A activities in the aircraft
leasing sector over the past few years. Zeevo has found that
the majority of the initiatives intended to secure synergies
are primarily related to information technology (IT), but
most IT issues are not fully addressed during due diligence,
planning and post-transaction integration activities.

“To us, the role of IT in the M&A process has an
increasing significance; it is a pivotal enabler of virtually
every operating element in a combined company,”
explains Zeevo Principal Joey Johnsen. “To keep one’s
company on track while carrying out an intricate merger,
acquisition or divestiture is a skill which needs to be part
of every CIO’s toolbox.”

Johnsen notes that the Zeevo team was instrumental
in one of the largest M&A transactions in the sector in
recent years. “Our team successfully supported a leading
global lessor in addressing their current or pending IT-
related M&A due diligence, planning and post-transaction
integration activities.”

The companies seize a broader range of synergies, and
at a much faster pace than competitors, when they take
into account the challenges of IT systems integration, and
ensure technology leaders contribute their perspective
on the difficulty of systems integration throughout the
process. IT-related costs in an M&A transaction can be

considerable, and getting IT leaders involved early in the
process is key to realising benefits.

“These leaders are more successful at sizing up
targets and executing acquisition strategies, while their
companies achieve the full benefits of successfully
integrated operations,” says Johnsen.

M&A lifecycle
“The Zeevo team’s objective is always to help companies
protect and grow shareholder value,” adds Johnsen. “Our
team has a field-tested methodology for helping clients in
their efforts to manage M&A transactions, particularly as it
relates to IT strategy and execution.”

In assisting clients with M&A activities, Zeevo provides
a full spectrum of advice and support for the entire M&A
process, covering all six stages of the lifecycle (see graphic).

INTEGRATION/
DIVESTITURE

TRANSACTION
EXECUTION

1. Strategy. With a well-crafted growth strategy,
organisational structure, and support needed to act
efficiently and effectively, management is better
prepared to recognise possible mergers, acquisitions,
or divestitures that could move the company toward its
goals;
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2. Target screening. Target identification and screening
allows the company to develop acquisition objectives,
create pools of target candidates, screen candidates
through specific criteria, and select an acquisition best
fit for the overall corporate strategy;

3. Due diligence. It pays to dig deep to uncover an
acquisition target’s true value and risk before the
offer is made. Scrutinising financial statements and
understanding tax implications is just the beginning.
There’s also commercial diligence work required to
evaluate the potential impact on clients, markets and
operations. Key back office areas, such as IT, demand
special attention;

4. Transaction execution. With the deal structure and
valuation finalised, it is time to close the deal. Sound
financial, tax, accounting and legal advice can go a long
way toward helping fulfill goals and avoid unnecessary
risks;

5. Integration. Few operational challenges are more
daunting than merger integration. It is a balancing
act that requires close attention to meeting the
expectations of all stakeholders — management,
employees, customers and shareholders. In an ideal
world, integration planning begins well before the
deal closes to facilitate an issue-free Day One for the
combined company;

6. Divestiture. Divestitures are not just mergers in
reverse. Achieving the expected results is highly
dependent on maintaining operational excellence
while managing potential conflicts between the time
of the announcement and the final execution of the
divestiture.

Zeevo’s M&A IT methodology

The IT component of Zeevo’s M&A methodology and
approach, focuses specifically on the following stages of
the M&A process: due diligence; transaction execution; and
integration/divestitures (see below graphic).

1 L2 3

“Zeevo’s M&A IT methodology has been developed
specifically to assist CIOs and their peers in finance
and operations to effectively address the challenges
encountered by their organisations during all stages of the
M&A lifecycle,” says Johnsen.

Due diligence

When done effectively, adds Johnsen, “due diligence can

help develop an understanding of a target’s IT strategy, IT
operations and organisation, identify risks, including those
requiring immediate attention, and assess potential IT cost
synergies or cost-reduction opportunities.”

Key considerations:

« IT structure: IT organisation’s structure, strategy,
current/planned projects, end-user support and
expenditures on operations and capital outlays;

« infrastructure: hardware, operating systems,
databases, networks, internal and external interfaces,
number of physical locations, data centres and IT help
desk or call centres that may be in-house or outsourced
to a vendor;

- applications: key enterprise applications, such as
those deployed for enterprise resource planning,
customer relationship management and supply chain
management, document management, workflow and
enterprise information management applications;

« vendor management: procurement arrangements,
third-party supplier contracts, security and disaster
recovery.

Best practices:

« assign the right people: make sure the CIO (or
designee) is a member of the M&A team and involved
throughout the due diligence process;

« identify requirements: understand what IT investments
will be required to realise both short- and long-term
benefits;

« identify costs: make sure the cost model includes
required short- and long-term IT investments, software
licensing and any required transitional service
agreements (TSA);
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« work closely with the business: having IT work
closely with the business encourages strong working
relationships and joint ownership in driving the process
forward;

« prepare information request in advance: prepare
and submit information requests well in advance to
allow sufficient time for preparation and delivery of all
documents;

- prepare a work plan for the due diligence team: a
well-prepared workplan will ensure that all key areas
are properly reviewed, analysed and reported back to
the team by set deadlines;

- coordinate with external auditors: facilitate
coordination for both parties as soon as the due
diligence process is launched;

- identify key risks in a timely fashion: identify and
address any risks on both sides right away in order to
gain comfort or determine solutions.

Transaction execution

IT integrations or separations are typically complex
initiatives that “should be closely aligned with the business
integration or separation effort”, says Johnsen. “Focus

for the IT organisation needs to include both the M&A
activities, as well as day-to-day activities to keep the
business running effectively.”

Key considerations:

« governance: strategy, policies and monitoring of the
transaction;

- integration blueprinting: organisational, functional and
technical requirements for integration;

- synergy analysis and planning: foundation for
accelerating the realisation of benefits from the
integration;

- TSA strategy: determination of which services to cover
under a transition services agreement in the event that
the buyer lacks the necessary IT capabilities or capacity
to support the integration.

Best practices:

« select the appropriate integration model: if the
transaction is an acquisition, determine the end state
for IT systems and processes — i.e., consolidation
(conversion to the acquiring company’s processes and
systems), combination (best-of-breed processes and
systems from both companies), transformation (new
processes and systems across both organisations), or
parallel (each organisation retains its own processes
and systems);

« select the appropriate divestiture model: if the
transaction is a divestiture, determine how IT systems
will be separated — e.g., cloning systems, extracting
data from systems and handing over to buyer, handing
systems over to buyer, or some hybrid model;

. focus on data conversion and migration planning:
in addition to general ledger data, for lessors,
maintenance reserve balances, technical data (avionics,
weights and operational data), leasing portal data,
material master data, technical projects and MRO
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data are all important data sets that warrant detailed
plans in the overall divesture/integration project plan.
Technical records (and related interfaces) and legal
entity management are also data sets that warrant their
own plans;

- pay special attention to workflows and document
management systems: consider each company’s
existing workflows; document management systems
and the meta data that keeps them organised. The ease
of use of the end state document management system
should be addressed early in the planning phase;

- establish IT performance metrics: measure the process
of the integration consistently and accurately;

« clearly define the IT interim and end states: the
end state is characterised by the completion of all
transaction activities. The interim state is the period
in which buyer will establish and maintain operational
control over target activity, but prior to the complete
integration of processes and systems;

- think about user access and segregation of duties:
understand and document Day One user access
requirements, and ensure segregation of duties.

Integration/divestiture
The integration/divestiture execution priorities focus on
process and technology integration or separation in order
to realise the synergy benefits—the objective is to reach
the end state effectively.

“Meeting Day One requirements and positioning
for Day Two business processes are difficult while
simultaneously trying to operate in an environment of
business as usual and separation,” emphasises Johnsen.
“A well-orchestrated and openly communicated analysis of
existing processes can help integration participants define
new processes that capture the most effective existing
practices and industry benchmark practices.”

The M&A IT methodology covers the full spectrum of IT
integration/divestiture topics in these four major areas:
. programme management office (PMO) and governance;
- infrastructure;
- applications;
« vendor management.

PMO and governance

Key to the success of an integration is a strong PMO to
support each functional area’s project plans. Similarly
important is establishing guiding principles for the post-
merger integration programme.

With guiding principles documented and understood,
the team, from the steering committee members to the
functional leads, will be armed with decision-making
criteria. Guiding principles go hand in hand with a well-
documented integration strategy. The strategic objectives
for the integration should be clear and communicated to
the project team.

Johnsen expands that “to achieve the end state,
activities must first focus on the proposed interim
state in order to align the businesses in the short term,
while longer-term activities, such as IT integration, are
conducted”.



End state

The end state is characterised by the completion of all
integration activities and may not be achieved until FY##.
All target transactional activities are transitioned to the
buyer’s shared service model.

Interim state

The interim state is the period in which buyer will

establish and maintain operational control over target

activity, but prior to the full integration of processes and
systems:

- target activities would be transitioned (outsourced) to
buyer’s functional team;

- buyer manages target activities in the existing target
systems environment;

- select systems (eg, payroll, contract management
system) might be integrated prior to the full systems
integration;

- integrity of target legal structure maintained until the
end state is achieved;

- buyer provides necessary liquidity to target, but target
continues to manage its day-to-day operations.

The following issues are often identified and must be
resolved in order to facilitate an efficient and effective
integration:

« strategy: how do we deploy to target countries/
functions during the interim state?

- breakage in reporting integrity: how will target’s
management team continue receiving data they need
to run the business?

- premature attrition of key buyer personnel: how will
open positions be backfilled?

« IT integration strategy: when will systems be
integrated and how will that impact activity?

- other functional area integration strategies: when will
strategies be defined since IT has many dependencies
on other areas (e.g., payroll/HR)?

« customers: how will we describe the joint value
proposition and how will we face joint customers? Who
leads the relationship? How will we effect joint sales or
pass leads before integration?

« technology: what will the technology/product roadmap
be?

« supply chain: can the supply chain, or inventory, or
suppliers handle increased volume from early revenue
synergies or cross sales? Can we gain synergies out of
a more efficient supply chain?

« PMO: how will we structure and govern the integration
programme and decision-making?

. competition: how will we ensure that our main
competitor does not use this transaction as a distraction
to take market share?

- employees: how will we address employee concerns?
How will we communicate with employees and maintain
optimum productivity through the integration?
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Case study: integration

A leasing company was acquiring another, larger
leasing company. The integration strategy was

one of consolidation — i.e., conversion of the target
companies’ processes and systems to the acquiring
companies’ processes and systems.

Critical success factors:

retirement of all the target company’s systems as
part of the integration process; and

adoption of the acquiring company’s business
processes to manage the target company’s
transactions.

Challenges:

the complexity and nuances of many of the target
company’s transactions were not supported by
the acquiring company’s systems;

some of the target company’s systems were more
robust enough, resulting in challenges moving

to target systems and end-user adoption by the
legacy employees.

Solution:

Zeevo was brought on board to perform a
methodical assessment and comparison of

core systems used by the acquiring and target
companies, particularly in the areas of document
management, workflow management, and the
management of aircraft delivery, return and transfer
transactions. In addition, the Zeevo team joined

the PMO to provide regular status updates on the
progression of the assessments.

Results:

As a result of the assessment performed by Zeevo,
the acquiring company ultimately made the decision
to switch from a consolidation integration strategy
to a combination strategy where the best-of-breed
systems across both companies were implemented.
This resulted in enhanced application capabilities for
the combined organisation and the ability to support
the more complex leases in a systematised fashion.

Zeevo also worked closely with third-party

vendors for the acquiring company’s systems

to design, develop and implement system
enhancements to extend further the capabilities
of these applications. This process involved
gathering and documenting user requirements,
working directly with the development teams on
implementation, developing and executing test
cases, and end-user training.
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Case study: IT programme management

A large consulting organisation was engaged by an
acquiring company to develop and manage an IT
integration execution plan with detailed IT activities and
resource requirements.

Critical success factors:

- the development of a comprehensive plan for the IT
organisation, including detailed work streams, tasks
and resource assignments;

- management of the plan during the integration phase,
including the management of project issues and risks,
and related escalations to the steering committee.

Challenge:

The primary challenge facing the consulting organisation
was its lack of experience in the aircraft leasing industry
and its resulting difficulty in producing a detailed plan
that covered all aspects of the IT strategy. This challenge
introduced overall risk to the project, not meeting fixed
project deadlines.

Infrastructure

The objectives of this area include assessing the current
IT strategy to revise IT to include application implications,
and analysing the current technology environment in
order to identify gaps between the existing and future
technology architectures.

“When planning for infrastructure, you want to analyse

the current technology infrastructure with regard to the
high-level application requirements. Components of the
architecture that are analysed in the infrastructure domain
include the server system(s), third-party software and tools,
network technology, operations technology, database
technology, and workstation technology,” says Johnsen.

Tailoring a matrix to collect and analyse infrastructure

will enable transparent communications and a common
understanding of the infrastructure landscape.

There are a number of infrastructure-related questions

that must be addressed:

any current infrastructure changes underway;
network operating system being used,;

details on existing software license agreements;
number of sites and network connectivity to those sites;
topology being used;

standard desktop applications and operating system;
standard server hardware/software;

messaging environnent (e.g., Slack, Skype);

network protocols being used;

storage;

network hardware (eg, wireless access points, LAN
controller, virtual private network switches, routers);
network monitoring applications;

systems management;

internet service provider(s);

network security;
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Solution:

The acquiring company engaged Zeevo resources
to take over the development and programme
management of the IT integration plan across all
sectors of the IT organisation.

Results:
Zeevo transformed the more general, work-in-
progress, plan into a detailed project plan across
several workstreams, including infrastructure,
applications, data conversions and transitional
service agreements.
As members of the PMO, Zeevo maintained the
programme plan, reported detailed status to the
steering committee on a weekly basis, and worked
with both the IT and operations organisations to
mitigate risks and resolve project issues across all
the workstreams.

The IT integration plan was ultimately executed
within the integration time constraints.

« encryption;

« voice platform;

- cabling infrastructure;

- disaster recovery site(s);

« annual IT costs — are these all accounted for within the
IT/finance cost centres or are they cross-charged to
other functional cost centres?

Network latency — how long it takes to run a report, as an
example — is one area that should receive special focus.
Often, when a company expands through acquisition, the
combined company has a larger geographical footprint.
Working across borders, comes with certain costs and
benefits. With careful planning, you can avoid users
waiting an hour for a report to finish when they expected
the same in minutes.

Applications

A software assessment that examines the current

legacy software systems and produces an initial high-
level assessment of the environment and development
requirements of the to-be systems produces a high-level
systems map that identifies the “as-is” and “to-be” systems
environments.

Johnsen explains that “gathering information about the
known development efforts for interfaces, enhancements
and conversions is key to the application inventory.
Understanding the home grown and third-party software
applications that exist within the target’s current
architecture is also important”.

Business applications, such as programmes for
documentation management and workflow, should be
included. “It’s important to highlight any potential software
that will be replaced by the new planned architecture,”
says Johnsen.



Additionally, one should include entries for highly
dependent applications. At a minimum, consider the
following items when assessing the bespoke/homegrown
and third-party software:

- functionality, IT strategy synergy and business critical
success factors;

« existing version and how current it is;

« degree of customisation and documentation;

» number of current users and nature of user interface;

. degree of utilisation of the product and ease of use;

« existing deployment and support procedures.

Other application-related information is needed during
due diligence and/or during integration.

Examples of necessary information include:

1. Describe which applications are used for the following:

- financials — general ledger, expenses, procurement.
revenue and receivables, fixed assets;

- asset management;

« compliance/internal audit — include any enterprise
risk management applications;

+ lease and contract management;

« financial planning and analysis — forecasting,
purchasing, planning;

+ insurance;

L/
Case study: IT infrastructure planning and execution

A leasing company, as part of an acquisition, had reached
an agreement on the desired state of the IT infrastructure
for both Day One and the end state — its challenge was
to develop a comprehensive “how to get there” plan.

Critical success factors:

. a prioritised list of what infrastructure tasks/
deliverables were required for Day One;

» an understanding of what tasks could be
accomplished by Day One and what tasks needed to
be deferred to the integration phase of the project;

» an assessment of security rights requirements both
from an infrastructure and application perspective;

» a detailed network integration plan, including the
ordering of new scalable and dedicated circuits, and
the implementation of appropriate firewall access
rights and restrictions on Day One;

» acombined active directory and messaging/email
solution on Day One; and

-+ a transition plan for the target company data and
disaster recovery centres, including core servers and
infrastructure that would be retained as part of the
integration.

Challenge:

The acquiring company had neither the bandwidth nor
infrastructure experience to create and implement the
plans necessary to achieve the target dates.
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- reporting/business intelligence — financials, revenue,
technical;

. workflow management — including any integrations
with other applications;

- legal, corporate secretary — document management,
subscriptions (eg, board of directors-related
applications), signing authority/key decision rights;

- marketing — consolidation of market data (is external
data purchased? From whom?);

. portals — MROs, technical, marketing;

« pricing;

- risk and credit management;

« tax;

« HR/payroll — what systems are used in these areas?

- travel portal;

- statutory filings and/or US Security and Exchange
Commission;

- email archiving;

. treasury operations, including debt management;

« site access security system (e.g., swipe cards, video
cameras).

. Total number of systems:
« all automated systems and their applications;
- all manual systems and their applications; and
- all outsourced systems and their applications.
Include copies of outsourced application contracts
showing terms and conditions.
3. Outsource company and contact.

Solution:

Zeevo was engaged to support the IT infrastructure
planning across a number of areas. The Zeevo

team collaborated with IT and the operations units
to document and facilitate approval of the required
network and application access requirements for the
combined organisation.

A detailed test plan for access rights was developed
and executed. Zeevo assisted with the evaluation of
regulatory, compliance, data retention and security
requirements related to the integration of email and
messaging services across a global infrastructure.

In addition, a detailed plan for how the active
directory domains and privileges was developed. The
Zeevo team developed a multiphase plan to transition
the data and disaster recovery centres from the target
company to the acquiring company, based on the
priority of relocating and/or retiring applications hosted
by the target company.

Results:

Integration of the IT infrastructure was a critical path
item for the M&A PMO. The planning and support
from Zeevo enabled the rapid infrastructure changes
that were required to support the M&A activities. The
infrastructure improved and increased the synergies
of the different operations teams across the two
organisations.
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Case study: data conversion

A leasing company was acquiring another, larger leasing
company. The synergies of the acquisition, based on
plans, including migrating all of the target company
application data (including financials, purchasing, assets
and contracts) to the acquiring organisation’s systems
via manual data entry and automated data conversions.

Critical success factors:

- data entry, conversion, validation and reconciliation
completed within the integration timeframe;

- minimal disruption to business day-to-day data entry
activities during the conversion process.

Challenge:

One of the biggest issues facing the acquiring company
was the completion of the data entry and conversions,
as well as subsequent validation of the data in the
timeframe set forth by the PMO. Exacerbating the
exercise was the limited availability of third-party
application vendor support and automated data
conversion tools.

Solution:

When it became clear that the success of the data
conversion projects in the allocated timeframe was at
risk, the acquiring company engaged Zeevo to develop

Give a narrative of each application (what does it do,
used for what purpose).

Applications run on what platforms.

Output used for what purpose.

Output feeds what system(s).

Output retention policy for data and files.
Application coded in what language(s).

. Database(s) used.

System/application dependency.

For each system/application — home grown or package.
Vendor name, if commercial off-the-shelf/out-of-the-
box software package.

Annual maintenance and support fees:

« hardware maintenance;

- software maintenance/licensing

« internal resource costs;

« external resource costs.

System retirement date(s), if known.
Centralised/decentralised application.

Vendor/Supplier Management
When investigating vendor relations, the following aspects
should be considered:

organisation-owned components;

lease/rent components (refer to infrastructure table
above and also the application inventory);
responsibilities/outsourcing;

installation;

maintenance;
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a risk mitigation plan and detailed execution plan. The
approach also involved Zeevo IT developing automated
data extraction, validation and reconciliation tools to
expedite the conversion process with primary focus
on the general ledger, asset utilisation, maintenance
reserve charges and maintenance reserve fund
balances.

The Zeevo team joined the PMO to provide regular
status updates throughout the course of the project.

Results:

An integrated team approach was adopted whereby
Zeevo worked together with the acquiring and

target companies for planning and execution. Zeevo
developed detailed execution plans down to the asset
and lease level. As a result, Zeevo was able to identify
critical path transactions where the level of complexity
was high or where there were data integrity issues.
Zeevo rapidly developed automated ETL (extract,
transform, load) tools using Microsoft SQL Server.

In addition, Zeevo used SQL Server to develop
scripts to reconcile source and target systems
automatically. The automation effort greatly reduced
the time to completion for the data conversion
activities, enabling the acquiring company to meet its
integration deadlines.

« service level;
. performance responsibilities.

“Use the transaction as an opportunity to amend vendor
contracts to reflect new merged legal entity and utilise
the payment terms of common vendors as leverage for
negotiating the newly merged organisation’s future vendor
contracts,” suggests Johnsen.

Lessons learned
Johnsen continues by emphasising that “merger,
acquisition and divestiture transactions are not easy.
They are filled with pitfalls and blocking issues to
achieving the expected benefits”.

Here are a few lessons learned over the course of
Zeevo’s experience with M&A transactions:

« open, honest communication has the power to drive
the realisation of business goals;

« deliver information quickly and consistently;

- engage internal audit early: internal audit’s role in
the transaction should be defined early. Opportunities
for involvement in the phases of M&A depend on the
maturity, size and competencies of the audit team;

- slow down to go fast: take the time to plan. Plan, plan,
plan — it is rarely possible to over plan;

- adopt “as-is” capabilities: “adopt and go” (pick
the best of what exists and integrate rapidly) allows
decisions to be made quickly and assures that
combined company will work on Day One and after.



Resist the temptation to build something new and
better. Improvements can, and will, be made after the
integration is complete, and the combined company is
up and running. Expect to iterate after Day One;

« establish clear decision criteria: it is also important that
the decision criteria for selecting the adopted capability
be very clear, since these choices tend to be viewed
as win/loose, can drive job losses and can be very
emotional;

« exceptions require effort: if an exception must be made
to the adopt and go principle, put significantly more
effort in managing the planning and integration in this
area. After the merger, keep a team in place to monitor
and resolve the unanticipated issues that arise for as
long as is necessary (some of these areas can take
years);

« pareto principle: 80% of decisions were no-brainers.
Make these fast, then work on the difficult ones;

« provide the needed time for people to assimilate
changes;

« do not take cultural issues for granted. Perform a full-
impact assessment;

« begin integration planning in parallel with deal
negotiations;

« ensure IT functional representatives are involved with
developing and approving pre-close TSAs;

« document the IT integration strategy to ensure
alignment with other functional areas and other initiatives;

« clearly communicate executive commitments and
designate an internal resource to lead IT integration
when the deal is announced;

« set up an IT-specific arm of the PMO to track milestones
and identify/address identified integration issues;

« make the integration effort the same priority as running
the ongoing business;

« do not skimp on assigning resources, especially in
challenging circumstances.

Johnsen concludes: “ClOs should have the license to be
involved through all stages of the M&A lifecycle; it enables
the IT function to better plan and budget for the activities,
costs and risk mitigation to achieve the desired synergies.”

How can Zeevo help?

Whether this is your first acquisition — or your 100th —
Zeevo is here to assist. As acknowledged by industry, our
experience in assisting clients across the full-spectrum

of IT-related M&A activities is unmatched in the aircraft
leasing space.

Zeevo Group’s M&A consultative services covers
strategy, integration, divestiture, human capital,
information technology, financial advisory and tax
planning. Our purpose is to assist companies to protect
and grow their shareholder value. A

If you are looking for a seasoned adviser with
real-world experience, we are ready to assist.

Visit zeevogroup.com for more information or
reach us at contactus@zeevogroup.com or
+1760 933 8607.
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Case study: vendor management

As part of an acquisition, a leasing company
required an extensive infrastructure and application
vendor inventory and risk management assessment.
The goal was to produce an exhaustive list of IT
vendors under contract with both companies, assess
licensing rights, evaluate any pricing synergies

and identify any potential risks to the integration
process.

Critical success factors:

« acomplete list of IT vendors used by the target
company;

- a comprehensive analysis of the vendor contract
landscape and associated identification of
integration risks and integration synergies.

Challenge:

Both the acquiring and target companies did not
have a readily available catalogue of third-party
vendors and consolidated access to IT vendor
contracts.

Solution:

Given the project resource constraints, Zeevo was

engaged to perform the third-party vendor analysis:

- creation of an exhaustive list of infrastructure and
infrastructure IT vendors based on interviews with
key personal using predefined checklists created
by Zeevo;

- identification and prioritisation of critical vendors;

+ creation of a cost model for critical vendors and
identification of cost-reduction opportunities (eg,
improved volume discounts);

» summarised analysis and industry insights for the
relationship managers for license negotiation;

- risk assessment of critical vendors, including
contract ownership, reliance on a small number
of major vendors and potential conflicts between
vendors and the integrated organisation;

« generation of status and risk reporting for PMO.

Results:
As a result, the acquiring company was able to allow
sufficient time for contract negotiations to secure its
own contracts for those agreements that could not
be assigned. In addition, a subset of vendors was
engaged earlier in the transaction execution phase
to ensure contractual compliance on Day One.
Based on the analysis, the acquiring company was
able to negotiate pricing discounts with a number of
its major vendors based on the increased fleet and
transaction volumes of the combined organisation.

K www.airfinancejournal.com




Sponsored editorial:

What's on the

leaders?

mind of GECAS's

GECAS executives tell Airfinance Journal
about the challenges and opportunities in the

leasing and finance market.

n the more than 50 years since its initial aircraft lease,

Norwalk, Connecticut-based GECAS has built up the
biggest portfolio in global aviation. More than just aircraft,
though, it has added a broad array of financial and other
services to its core operating leasing offer in a bid to
provide its customers the most tailored solutions possible.
Debt finance, engine leasing, helicopter leasing and part-
out are just some of its extra capabilities, while the lessor’s
ongoing relationship with GE Capital means it is never
short of funding.

Nonetheless, GECAS cannot afford complacency at a
time when deep-pocketed competitors are expanding
and eyeing greater market share. In response, the lessor
has diversified its funding sources and established new
relationships and customers in the fastest-growing air
travel markets. At the same time, it has maintained a
sharp focus on its core business of placing, monitoring
and transferring aircraft to ensure customers retain their
faith in GECAS'’s ability to execute even the most complex
leasing deals.

Here, in a roundtable discussion with Airfinance Journal,
GECAS leaders outline the challenges and opportunities
in their domains of the leasing and finance market.

From booming emerging economies to Chinese trade
tensions; from the rise of no-frills carriers in Latin America
to consolidation in Europe; and from changing investor
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appetites to risk management, their thoughts provide a
comprehensive overview of the global leasing market and
how it might evolve in the coming decades.

Leasing has become a cornerstone of aircraft
procurement, with about 40% of the global fleet now on
operating lease. Can we expect such growth to continue
and what does this mean for GECAS?

Declan Kelly, chief commercial officer, GECAS: Air traffic
growth has proved to be remarkably resilient. Mature
markets such as the United States and Europe may be
expanding more slowly than in the past, but that’s more
than compensated for by wider opportunities in other
parts of the world such as China and the rest of Asia. With
this global expansion of the industry there’s obviously

a strategic opportunity for lessors to grow and serve
commercial aircraft operators.

That said, the past few years have been a period of
retrenchment for some of the big lessors. Our main
competitors have tapered down their books with us, but
now they are targeting growth and we need to grow
alongside them. That’s not for vanity’s sake or bragging
rights — we must remain in the top tier of competitors
to stay relevant and keep our purchasing power with
the OEMs [original equipment manufacturers]. If you're
justin the sale-and-leaseback market it’s difficult to give



GECAS portfolio by type (Q2 2018)
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your customers what they want, when they want it. Also,
if you’re only competing for cheap money on sale and
leasebacks, then that’s a race to the bottom.

What really excites me about GECAS’s future is that we
can pursue multiple avenues for growth. We are looking
to rebuild and, in fact, grow our aircraft under GECAS
management with serviced entities which allow us to grow
with more speed than using our balance sheet alone. In
June, for example, we closed a $587 million asset-backed
securitisation that covers 24 aircraft on lease to 16 airlines
in 15 countries. From that we’ll draw servicing fees and
capital to pump into new acquisitions. Another example
is Einn Volant Aircraft Leasing, our $2 billion sidecar
with Caisse de dép6ét et placement du Québec. Clearly,
investors trust us to manage those assets effectively
because of our unmatched pedigree in aircraft leasing and
everything that brings with it: our technical acumen, our
customer network and our success whatever the stage of
the business cycle.

After a period of selling aircraft, what are GECAS'’s plans
for its portfolio?

Alec Burger, president, GE Capital, and president and
chief executive officer (CEO), GECAS: For the past few
years GECAS has taken advantage of the tremendous
sellers’ market that has existed, but as we move forward
GECAS is targeting growth. Over the next two to three
years, our balance sheet will expand again after a period
in which we were selling almost as much as we were
originating. We weren’t alone in that, however: in recent
years other large lessors have taken advantage of the
sellers’ market to reduce their fleet sizes and clean up
their portfolios.

As GECAS starts to grow again, will it be via direct
orders, sale and leasebacks or portfolio purchases?
Burger: We're looking to deploy between $6 billion and
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$7 billion of capital in 2018 alone. That’s a big number
to satisfy so, yes, we may consider other portfolios. On
the OEM side, our orderbook is heavily skewed towards
narrowbodies. We have 10 Boeing 787s on order and
the rest are Airbus A320s or Boeing 737s. When we
look at supply and demand characteristics, we’re very
comfortable with that position. For widebody aircraft, we
are currently satisfied with the returns we generate from
sale and leasebacks, which have allowed us to maintain
quite a strong widebody presence.

We will continue to monitor changes in the market to
evaluate if a widebody new order makes sense for us in the
future. Buying new aircraft from airlines makes less sense
for narrowbodies, though, because the sale-and-leaseback
market has become extremely competitive, resulting in
fewer opportunities that will generate the profits we require.
Our overall growth plan is a combination of sale and
leaseback with the appropriate risk/reward balance, direct
order and potential portfolio plays.

(43 We will continue to monitor
changes in the market to evaluate
if a widebody new order makes
sense for us in the future.L))

Alec Burger, president, GE Capital, and president and chief
executive officer (CEO), GECAS

GECAS is the world’s largest lessor by fleet size and that
scale clearly gives the company an unrivalled product
offering. What else does the company provide airlines
beyond traditional leasing?

Dan Rosenthal, executive vice-president (EVP), financing
and products, president and CEO, Milestone Aviation:

It may sound a bit clichéd, but GECAS genuinely does
offer more than money. Serving well over 200 airlines
around the world, there is no one-size-fits-all approach
and we always focus on delivering solutions for each
individual customer. A low-cost carrier in Latin America has
a very different web of stakeholders and interests than
one in North America and to meet any airline’s specific
needs — which are often more complex than a bare-bones
purchase and leaseback — we have developed a toolkit of
products and services unmatched in the industry.

That toolkit cracks open parts of the market that
sometimes appear inaccessible to mainstream lessors.
That’s where our ability to adapt to a customer’s individual
financing needs is crucial. Our flexibility extends
across the board. We can take on the larger and more
complicated deals, offer a debt component, predelivery
payments and forward commitments. We can leverage
the scale of our portfolio and orderbook to rationalise
fleets and keep them young. One way is at lease expiry,
when we can offer a different aircraft rather than a lease
extension. Meanwhile, our engine leasing business helps
minimise down time.
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Furthermore, our ability to reposition aircraft through
our global network means we can offer take-outs — where
an operator wants to replace existing equipment with, for
example, Boeing 737 NGs to Max. Our scale allows us to
find a new home for the NGs. All lessors can tap market
liquidity to chase a one-off deal, but managing a portfolio
of scale, building the expertise to serve each individual
customer and sticking with them through multiple cycles —
that’s the value our customers rely on and that’s what truly
differentiates GECAS.

GECAS has launched some heavyweight sidecar
vehicles for aircraft leasing in recent years. How do
these alternative structures fit into the company’s
growth plans and are they a response to evolving
demands from investors?

Greg Conlon, EVP, trading and business development,
GECAS: In the global search for yield there are only a

few big-ticket asset classes. Shipping, hydrocarbons and
aircraft are probably the main examples and of those only
the aircraft market has stayed strong. Aircraft leasing is

a beacon for investors hungry for yield in a low-interest-
rate environment, and cheap capital is crucial to compete
with these new entrants, which are backed by attractive
funding costs. Institutional investors have plenty of capital-
chasing investment and aircraft continue to offer them a
greater risk-reward return than other opportunities in the
current environment.

At the same time, investors have become more
sophisticated and demanding. They are seeking
opportunities that meet today’s investment criteria, which
means the asset-backed securitisations of the past may no
longer be suitable. Of course, they still work for some, but
the new serviced structures have more investor activity
and allow for a broader range of portfolio management
options. This has drawn in new players such as Canadian
pension fund CDPQ, which chose us for its first-ever
aviation investment — our $2 billion sidecar, Einn Volant
Aircraft Leasing.

That is one of a few sidecar transactions GECAS has
launched so far, and each has seen a tremendous amount
of interest from the investment community. Pension funds,
banks, sovereign wealth funds, insurance companies and
others have lined up to partner with us given our global
reach and servicing capabilities and that’s great for long-
term sustainability. More importantly, partner investors
diversify our funding and give us access to cheap capital,
which in turn allows us to stay competitive with other
lessors and remain active in areas such as the sale-and-
leaseback market. Given the size of aircraft transactions,
you can quickly hit your risk appetite, and this allows us
to manage our credit constraints while continuing to grow
the business with new-technology aircraft orders.

What is GECAS'’s approach to portfolio composition and
credit risk, and how will this change as new-technology
aircraft enter the global fleet?

Virginia Fox, chief risk officer, GECAS: GECAS has an
investment framework that filters opportunities by asset,
credit and country/region to manage the amount of risk
we assume at the portfolio level. It’s inevitable that some
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(43 Aircraft leasing is a beacon

for investors hungry for yield in a
low-interest-rate environment, and
cheap capital is crucial to compete
with these new entrants. L))

Greg Conlon, EVP, trading and business development,
GECAS

airlines will default, but prudent upfront risk management
and our ability to work pro-actively with lessees when
things go wrong coupled with the huge network of
potential customers and our expertise in placing aircraft
means that we are well positioned to manage any fallout.

At present, GECAS’s portfolio comprises more than 50%
narrowbodies and about 25% widebodies by fleet value,
and is well diversified across all regions. Our longer-term
portfolio plan is built with an eye toward technology,
economic and demographic trends, as well as anticipated
customer preferences. So this would take into account
factors such as Asia’s growing middle class, aircraft fuel
efficiency and the ongoing spread of low-cost airlines,
among many others.

Transactions are assessed within this overall portfolio
plan, requiring GECAS to balance meeting purely financial
targets with working towards our preferred future portfolio.
If we do this right, we finish each year having both met
financial targets and having strengthened our portfolio.

Why has GECAS supplemented its operating leasing
with alternative asset finance solutions and what
benefits do its customers gain from this?

Paul Meijers, president, PK AirFinance: GECAS may be
most famous for operating leasing but our skills on the
debt finance side are considerable. PK AirFinance has
operated under GECAS since 2000 and has a portfolio of
debt secured by 320 aircraft.

Asset-based lending by PK AirFinance is a great
complement to our operating lease offering. Not only can
we leverage the strength of GECAS'’s global network for
asset management to give us a true asset-based focus,
but also we can offer airlines multiple financing package
solutions including debt on aircraft or engines along with
our leasing offerings.

Many GECAS customers want a mix of debt and lease
finance. Some airlines want to build up their balance
sheets by investing in aircraft assets. More control of
the ownership of their assets gives them more flexibility
— for instance, to raise capital on unencumbered assets
to pay for predelivery payments on new equipment.
Airlines clearly appreciate our ability to provide this, and,
as an example, Lion Air agreed a financing deal for 51
narrowbody aircraft with leases from GECAS and debt
from PK AirFinance earlier this year. We have seen many
airlines start their operations with leased aircraft but at
some stage they want to build up their balance sheet and
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start owning some assets — Easyjet is a good example.
There are many ways to approach the financing of an
aircraft and each airline will have its own criteria at various
stages of its development. To meet these, PK AirFinance
offers various structured financing solutions to airlines in
addition to our offering to third-party lessors.

While working jointly with GECAS is an important part
of PK’s business, the biggest part is standalone financing
to airlines and leasing companies, as sole lender, as part
of syndicates, or on occasion in cooperation with junior
lenders. Given its establishment in Japan — which goes
back more than 20 years — PK has ample experience from
tax-driven structures such as Japanese operating leases
and Japanese operating leases with call options [Jolcos].

Through the unrivalled experience of GECAS in working
worldwide, PK is very open to working in all types of
jurisdictions. As an example, PK recently acted as majority
co-lender in a Jolco transaction for an African flag carrier.

Alongside its aircraft business, GECAS has the largest
engine leasing operation in the world. How do the
dynamics of the engine leasing market differ and what
do you expect going forward?

Tom Slattery, senior vice-president, engines, GECAS:
Engine leasing is the structured financing and provisioning
of spare commercial jet engines. It is still an evolving
business and has additional dynamics to aircraft leasing.
For one thing, there are far fewer players: engine leasing
is still limited to a handful of independent lessors and the
major OEM-affiliated leasing companies, which have a
large market share.

Another big difference from aircraft leasing is the
demand cycle for spare engines. Aircraft demand is
driven by fleet replacement and passenger travel growth.
Typically, equipment is retired and replaced with new
on 20- to 25-year cycles. Spare engine demand, on the
other hand, is influenced by reliability and maintenance
cycles. In addition, useful lives can be significantly longer
with older engines having the same utility value as new
engines of the same type.

Despite our connection to GE, GECAS leases engines
from all commercial engine manufacturers. At the same
time, we are the market leader for GE equipment.
GECAS and our sister company, Shannon Engine
Support, provides spares to all of GE Aviation and
CFMTI’s customers. For example, GECAS has a significant
investment in the newest technology LEAP 1A and LEAP
1B engines supporting the entry-into-service programme.
These engines are also available for commercial lease.
In time, that will prove a significant advantage because
the LEAP engine is present on about two-thirds of new
narrowbody aircraft. OEMs, through their maintenance
agreements, are taking reliability responsibility, including
spare engine provision, as necessary. This reduces the
impetus for airlines to buy their own spares and makes
the lessors’ relationship with the OEM a key channel to
market.

Looking ahead, we foresee some new entrants to
the leasing business. As mobile assets with predictable
returns and durable values, engines appeal to institutional
investors, although new players should be wary of the
daunting technical barriers to entry. Maintenance is a
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much more significant part of the value equation than it
is in aircraft leasing and there are a vast array of engine
builds and upgrades. Airlines today are also more willing
to take risks with spares because of improved engine
reliability and a deeper market for short-term leases.
Overall, though, | welcome new entrants. They provide
more funding options and increase liquidity, which are
net positives for the engine leasing market.

To what extent have emerging markets taken off in
recent years and is there a risk of over-heating in these
economies’ air travel markets?

Mike Jones, EVP, emerging markets, GECAS: It’s difficult
to overstate the importance of emerging markets to
GECAS. We have 453 owned and managed aircraft with
operators in emerging markets, which is about the same
exposure we have to the US and almost twice our aircraft
count in Europe.

Clearly, the market has its own characteristics and
one must consider risks related to credit, jurisdiction and
currency — to name a few — but we manage these with
a very diverse customer base of 129 operators, versus
just 21in the US. To ensure quick responses and better
understanding of those customers and their markets, we
have 99 employees spread across many regional offices.

As in most other regions, low-cost carriers have
stimulated massive traffic growth in emerging markets,
with airlines such as Airasia, Indigo, Lion Air and Vietjet
having a huge impact. Crucially, these and others
are still getting more first-time passengers in the air,
whereas in places such as Europe and the US annual
traffic increases are more sedate. Accordingly, emerging
markets have been a huge growth engine for GECAS
over the years as we shift focus from the more mature
regions to faster-growing ones.

Given that long-term growth in emerging markets is
driven by demographics, a ballooning middle class and,
still, a low ratio of aircraft to people, the potential for
leasing in such regions remains enormous. Other factors
include the relative paucity of alternative transport
options and, often, a lack of land transport routes. Big
risks remain, of course, notably currency volatility, yield
pressures and infrastructure demands. Therefore, it’s
essential to understand local markets well — and we have
19 nationalities working in our Singapore office to do just
that — but the upside and long-term potential cannot be
ignored by any successful lessor.

Where do you see opportunities in Europe and Canada,
and how much difficulty have airline bankruptcies plus
Brexit uncertainty caused GECAS?

Declan Hartnett, EVP, Europe and Canada, GECAS:

The past 12-18 months have seen a bit of turbulence for
European carriers, notably a bankruptcy administration
at Alitalia and failures at Monarch and Air Berlin.

Bringing our technical abilities to bear in support of
redeployment of our aircraft at Air Berlin and with their
strong cooperation, we completed the transition and
repositioning of our fleet there with alternate carriers in

a remarkably short space of time. Given our belief there
will be a flag carrier for a market as large as Italy and that
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with the appropriate ownership and cost structure Alitalia
could be a very viable enterprise, GECAS is keen to see
them succeed.

While part of a natural evolution of the industry, these
failures have led to others picking up market share,
notably Lufthansa, Easyjet and Ryanair. Europe appears
to be approaching its next big round of consolidation
with all three of its big network airline groups — Air
France-KLM, Lufthansa and IAG — positioning themselves
accordingly. The result might be greater customer
concentration for GECAS in Europe, but consolidation
also benefits us since we are one of only a few lessors
with the scale and product choice to meet all the
requirements of massive carriers.

Changes are a natural part of the industry, but with the
scale, expertise and relationships we’ve developed at
GECAS, we’re able to support our customers to promote
the best possible outcomes regardless of the situation.

That said, Brexit remains a worry because time is
running out for negotiations and a no-deal scenario
would cause extraordinary disruption to UK flights
and Airbus production. However, | think the industry is
confident that some form of aviation arrangement will be
reached — the alternative is almost inconceivable!

How are Chinese operators meeting passenger demand
and what obstacles to growth do recent geopolitical
tensions pose in the country?
Li Liu, EVP, Greater China, GECAS: China has been a
growth engine for the leasing industry for many years
and its airlines account for about one-quarter of GECAS’s
leased portfolio. Although traffic is not increasing at
quite the rate of a decade ago, in recent years China’s
airline sector has still boasted doubled-digit growth that
is the envy of most other countries. This is great news for
lessors, although competition for deals remains fierce.
Many of the new entrants to leasing are from
China and most focus on leasing to Chinese airlines.
Furthermore, most are backed by financial institutions
with extremely deep pockets and a hunger to scale up
their fleets rapidly. This combination has made it difficult
for more cautious players who are taking a long-term
approach to competing in the sale-and-leaseback market.
It is unclear how the current China/US trade dispute
will impact the aviation market because the tariffs
imposed by China have not yet impacted Boeing. What is
certain, though, is that China will require huge numbers



of additional aircraft in the next decades — demand

that will be too high for Airbus to satisfy alone, even

if supplemented by the Comac C919, which will need
another few years to deliver. Therefore, it isn’t feasible
for Chinese airlines to rely on one source only; to

grow they will need Boeing aircraft and the 737 Max in
particular, and if China imposes a tariff it will only hurt its
own airlines in the near term. That said, if the trade war
doesn’t stop, it will damage not only Chinese airlines but
also Boeing and other American OEMs because China
is sure to remain one of the world’s largest aviation
markets.

Where are the main opportunities for GECAS in the
highly developed US market?

Chris Damianos, EVP, US, GECAS: The US is a very
mature market and while growth is not as aggressive as
in other regions, given the scale of the overall US fleet
even an incremental rise from the base is meaningful. It
creates significant demand and provides opportunities to
keep lessors very active. As the largest lessor in the US,
with more than 450 aircraft positioned with most of the
operators and a history dating back more than 30 years,
our footprint is substantial. The GECAS track record and
credibility is noteworthy and one which airline operators
look to for certainty of execution.

Not only does our new orderbook support the fleet
needs of airlines, but also our long-term relationships
provide us insight into the specific requirements of each
operator and the opportunity to provide customised
solutions that truly meet their needs as those needs
evolve. With rising fuel prices, for instance, we're
detecting a growing appetite for new aircraft from
US airlines and we’re well placed to meet that with
our big orderbooks for re-engined Boeing and Airbus
narrowbodies.

In contrast, until about a year ago a feature of the
US market was demand for mid-life aircraft as airlines
sought to fill capacity gaps at lower lease rates and take
advantage of relatively low oil prices. GECAS classifies
about one-third of its narrowbody fleet as mid-life, which
matches up pretty well with the number of US-based
narrowbodies in the same bracket.

Despite recent trending towards newer models,
mid-life aircraft are still popular and we welcome
opportunities to acquire them. If airlines want to shed
12-year-old narrowbodies to replace them with newer
aircraft then we are very interested in picking up any
well-maintained 737NGs or A320s. Once you refresh
the interior and the aircraft has the latest IFE [in-flight
entertainment] and wi-fi, it becomes a great value
proposition for airlines.

It works for us, too, because we have various end-of-
life options that offer reassurance for residual values.
Our subsidiary, Asset Management Services, supplies
the booming market for used serviceable material, and
they tell me there’s not enough end-of-life aircraft on the
market to keep them satisfied. Another outlet for mature
equipment is freighter conversion, which can feed further
lease revenues because GECAS is the world’s biggest
lessor of freighters.

Sponsored editorial:

How much momentum is left in the growth of low-

cost carriers (LCCs) in Central and South America and
what factors might constrain the development of these
LCCs?

Luis Da Silva, SVP, Latin America and Caribbean,
GECAS: In Latin America there are two different dynamics
at work. Brazil and Mexico have well-established low-cost
sectors where LCCs account for the majority of departing
seats. Given the size of those countries it’s unsurprising
that Gol and Azul in Brazil, as well as Volaris, Interjet and
Viva Aerobus in Mexico, are among the biggest and most
successful LCCs in the region. Meanwhile, in Colombia,
Peru, Chile and Argentina a new wave of start-ups is
following the ultra-low-cost model pioneered by the likes
of Spirit in the US. These include Wingo in Colombia,

the Viva group in Colombia and Peru, Jetsmart and Sky
Airline in Chile, and Flybondi in Argentina. European
carrier Norwegian also plans to start operations in
Argentina.

The business case for these airlines rests on the
fact that air travel in South America is still expensive
compared with other parts of the world. Yet its growing
middle class wants and needs affordable air travel
because of their own aspirations and the huge distances
between major population centres. Until now many have
relied on long-distance buses — there isn’t much rail
infrastructure — but the new wave of airlines is trying to
tempt them off these by offering comparable fares.

All the new ultra-low-cost carriers have big ambitions,
but some are still to start operating while others only
have a handful of aircraft. If they are going to become
a significant demand source for aircraft they will have
to overcome multiple challenges in the region. Airport
infrastructure is limited and most of the most popular
airports are slot-constrained. On top of that, there are
very high departure taxes and fuel levies, which limit their
ability to cut fares and stimulate new business.

There is no open-skies policy in the region either,
which presents another hurdle — liberalisation in Europe
underpinned the massive success of LCCs there and
Latin America would greatly benefit from something
similar. Another concern is currency fluctuations, which
can be hugely damaging for a new operator’s bottom
line, especially because they tend to rely on leased
aircraft paid for in dollars.

What about the big picture: how do the nuances of
each regional market combine to inform GECAS about
global aircraft demand through the next decade?
Burger: | don’t expect any problems finding leasing
customers for our aircraft. Airlines across the board look
strong and demand for aircraft remains solid. Our current
portfolio and orders are for the most in-demand new-
technology aircraft that have a large customer base. On
top of that, our success and longevity in the industry has
been — and will continue to be — the domain expertise
of our team.

GECAS wins deals by leveraging its relationships,
focusing on larger tenders our competitors can’t win, and
using our key advantage of breadth of service. Nothing
will change in those respects. A
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Cyber resilience — prepare,
withstand and recover

Cybercrime is on the rise, and so is the amount of money being spent to combat it,
write Kieran O’Brien, Mike Daughton and Tony Hughes of KPMG in Ireland.

(14 hy would anyone want to attack us, we are an
aviation leasing company?”

Your perception of cyber security is very different the
day after an incident than the day before and that is why
this question has been asked when sitting opposite clients
in the aftermath.

Globally, just over two in five chief executive officers
(CEOs) say they feel prepared for a cyber event. With
spending on cyber security products expected to top the
$113billion mark by 2020 and reports of data loss making
the headlines almost daily, why in the age of mature cyber
security products do large-scale breaches continue to
happen?

Cyber criminals are employing tools of an increasing
complexity and deploying them in an ever more
sophisticated manner, using the same enterprise levels of
organisation, artificial intelligence and machine learning
solutions that security professionals aspire to possess.
The emergence of super strength encryption on readily
available communication apps and the layered security
model of the dark web, hosting online stores for criminal
goods and services means that the potential for detection
has decreased dramatically. Cybercrime has now
overtaken traditional crime as the key enabler of fraud,
and with the value of financial transactions in the aviation
leasing industry this makes it a lucrative target for cyber
criminals.

The prevalence of point and click cyber weapons,
loaded with an array of ransomware, phishing and
compromised networks used to deploy denial of service
attacks, are easily and cheaply obtained on the dark web.
The means to effect those attacks is becoming easier and,
in many cases, free of charge to the attacker.

A Distributed Denial of Service attack can be hired
for as little as $7 an hour, with the costs of mitigation
estimated at more than $100,000 an hour, incredibly this
makes the cost of performing an attack similar to that of
going to see a movie.

This has created a lucrative gun-for-hire marketplace
on the internet. Distance, time of day or innocence of the
target has no relevance, if the price is right and a return
on investment can be realised. Making money is the real
motivation behind current cyber-criminal activity and
answers the question, “why us?”

According to Verizon, which analysed 42,068 incidents
and 1,935 breaches from 65 organisations in 84 countries,
51% of breaches involved organised criminal groups.

Attacks can be focused, where you are of interest
to an attacker because of the value of your business
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transactions, or simply you could be the victim of a scatter-
gun approach, where you are the consumer of an IT
product or service that has been compromised because of
poor security design, or is reaching end of life and can no
longer be supported.

The cost of defence has escalated over time, usually as
a reaction to a high-profile event. Typically, spending on
cyber security now outpaces operational IT at a ratio of
seven to one, an unsustainable strategy.

Firms are coming under pressure to contain their
burgeoning cyber security budgets, and there is an
opportunity to look at the business holistically. Doing so
would ensure that expenditure is focused on the true risks
posed to their digital assets, rather than procuring multiple
layered technical solutions (which ultimately no one
entirely understands) to plug perceived security gaps.

Embracing emerging technology, and adopting maturing
services such as Cloud, allows us to innovate and
transform our business but requires the consideration of
cyber security as an essential business operation.

The challenge is transforming our cyber security
position from a basic one, to a more mature model while
doing so in a timeframe that avoids obsolescence. As
the aviation industry increasingly delivers and receives
services via digital channels, cyber security by design
and by default is a requirement. This is a core concept in
transforming business in a rapidly changing environment.
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Mike Daughton, risk consulting partner, KPMG in Ireland

In the 2018 KPMG CEO Outlook report, Disrupt and
Grow, almost half of the CEOs consulted (56%) believe
they need to do more to combat cyber security “fatigue” in
their organisation.

The apparent failure to identify explicitly and manage
risks around cyber security, while noting the need to
embrace emerging technology, might suggest a potential
misdirection of effort, and resources, when dealing with
the risks and opportunities around the application of
technology within the business environment.

It is possible that the current approach to securing our
technology has not fully lived up to expectations and
that no magic bullet or box exists to solve the end-to-end
multidirectional attack vectors employed with ever more
efficiency and effectiveness by the modern cyber-criminal.

Cyber security professionals have repeated the
“defence in depth” mantra for well over a decade, and
the current theme is focused on the people, process and
technology aspects within the cyber ecosystem.

Evolving from those traditional models is a different way
of considering the overall approach to securing our assets,
designed to reduce the risk of a hit whichever direction it
comes from - this approach is called “cyber resilience”.

Cyber resilience is being able to prepare for, withstand,
rapidly recover and learn from deliberate attacks or
accidental events online. Cyber security is a key element
resilience, but cyber-resilient organisations recognise that
operating safely in a digital environment goes far beyond
just purely technical measures. By building an end-to-end
understanding of cyber risks and threats, and aligning
them to business objectives, they are able to take the
appropriate measures to protect their digital assets and
maximise the opportunities available online.

Cyber resilience also creates opportunities to increase
the security awareness of staff, management and the
board to reduce their riskier behavioural elements,
creating a clear line of sight between business objectives,
and digital strategy and cyber security implementation.

The questions lessors have asked is, how can |
implement cyber resilience in practice?
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Cyber resilience is a process of continual refinement
and relies on organisations understanding the quantity,
sensitivity and location of the assets to protect. The new
General Data Protection Regulation (GDPR), effective from
25 May 2018, has mandated this approach to information
asset management on EU citizens’ personal information.

Our experience with aviation leasing clients in
implementing processes to support GDPR highlighted
the effort required to meet basic compliance; but the
result, a much stronger position with regard to their data
management and protection of information assets. A
similar approach to cyber resilience is required.

The process for achieving cyber resilience is a
framework containing five pillars: identify, protect, detect,
respond and recover. You evaluate each pillar against your
organisation’s cyber security strategy to reduce the risk
of adopting a static security posture in an ever evolving
threat landscape; and ensure that business rules continue
to be applied in the way they were designed, via the use
of technology.

By evaluating the risk posed by each weakness and
which are the most critical, you should be able to improve
your preparedness for an attack, including managing and
focusing spending on protecting crown jewels. With each
scheduled cycle of assessments, the security strategy is
re-evaluated, and since every organisation has unique
systems and different security needs, the results of each
series of assessments is measured against the current
threat environment and the acceptable risk level for the
organisation, rather than a relatively generic series of
standards and checklists.

Often our discussions on cyber resilience with our
aviation-leasing clients are targeted at board level
because it is ultimately accountable for managing the risk.

Therefore, from a board perspective, it is important
to de-mystify the concept of cyber security and how it
relates specifically to an aviation-leasing client. One size
will not fit all; however; every client, regardless of size,
can take steps to help identify and respond to an incident.
Technical support, or software-based solutions, are only
part of the answer, and clients of all sizes seek advice
on how to identify and respond to the risks posed to
their assets from both cyber criminals and non-malicious
actions — specifically centred on people, process and
technology.

Our message to clients is that cyber security is a
number of things executed effectively, so where can |
start, or continue the journey to cyber resilience?

Practical steps which a board can take to help support
cyber resilience

As a starting point, board members should consider the
following areas of focus — a number of steps can be taken
with minimal incremental cost, beginning with a cyber-
focused risk assessment:

1. Identify critical assets: both key systems and
information assets. It is essential to understand what
we are trying to protect and make investment decisions
on cyber defence based on the most critical assets.

2. Risk assessment: a risk assessment will help to



understand how the threats to our assets are currently
managed and identify/prioritise further mitigating
actions, while ensuring ongoing focus on the issue at
board level. For key systems and information assets,
consider the arrangements in place over access;
backup; technical support; business continuity and
protection against attack. Consider who might be
interested in disrupting these systems, or stealing
your data. An informed risk assessment will help build
effective defences. Data leakage via hacking, phishing
and other social engineering attacks would provide

a criminal gang the capability to misrepresent your
company, allowing them to change standing financial
data such as bank account details thereby redirecting
legitimate payments or creating fictional invoices
against your assets.

. Incident response: consider how critical identified key
systems are to your business and, in the event of an
attack or disruption, how quickly you would seek to
restore them — critical systems should be prioritised.
Develop (and test) an incident response plan, which
can be enacted in the event of an attack. This will help
to ensure that the appropriate personnel (within the
organisation and outsourced technical support) are
quickly engaged, and that priority is given to isolation
(and restoration) of key systems. The minutes and
hours after an event are critical. Be prepared.

. Review your own general IT control environment:
from maintaining up-to-date policies and procedures,
through to regularly reviewing access and user

rights to the network and key applications. Consider
limiting the use of removable media — all laptops and
removable media should be encrypted and regularly
scanned for malware.

. Staff awareness: staff are a critical element of cyber
defence, particularly in relation to attempts at cyber
fraud or theft, phishing, data theft or corruption

or transmitting malware. Ensure they understand
corporate policies covering acceptable and secure use
of IT equipment. Encourage them to think twice before
opening an unsolicited email attachment, or acting on
unusual requests (even if they appear to be from senior
management).

. Network security: seek support from IT specialists to
ensure robust network access protocols (including
user/device authentication) and defence, such as
firewall, antivirus and anti-malware. All systems and
networks should be continuously monitored for
unusual activity or attempted/actual attacks.

. System updates and security patches: ensure that
system software updates and security patches are
processed as they become available. These are

often issued by software providers to address known
vulnerabilities or threats. Cyber attackers often exploit
known system vulnerabilities; timely application of
system updates is essential.

. Data management: cyber attacks often target
company data, either to corrupt it, steal it, or demand
a ransom. The GDPR (effective May 2018) has
heightened awareness of the importance of robust
data management and places a significant additional

Tony Hughes, associate director cyber
security services, KPMG in Ireland

burden on companies in relation to any personal data
they hold. All companies should take stock of their
data-management policies, procedures and processes
(and, indeed, only hold essential data), and reinforce
controls to ensure secure data storage.

9. Use of cloud-based services: many companies are
choosing to outsource their systems and data to third
parties. While this has many potential benefits, care
should be taken to obtain assurance from third-party
providers (with their obligations being embedded
within contracts), particularly with regard to business
continuity, security of systems and data, and timely
reporting of any attempted security attacks.

The five pillar model is consistent with the EU Directive on
Network Information Security, in the US via the National
Institute of Standards and Technology and by the UK
National Cyber Security Centre in their 10 Steps to Cyber
Security approach, employing a number of key building
blocks proportionate to all sizes of organisation, with an
end-to-end continual assessment of each activity clearly
described.lt is also the approach utilised by KPMG in
delivering cyber security services to our clients.

We define cyber resilience in six core interdependent
domains:

« cyber governance;

« privacy management;

» asset management;

+ access management;

« technical control; and

- incident response.

With the right governance structures and processes,
information and appliance asset management, identity
access management for customers and staff, technical
measures to protect network boundaries and gateways,
and response plans that are effective when needed, an
organisation can consider itself to be resilient in the face
of cyber risk. A
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Jolco rides the wave

The Japanese operating lease with call option goes where banks fear to tread. By
Caroline Devlin, partner, co-head of tax and leasing, and Laura Cawley, associate,
aviation group, of Irish law firm Arthur Cox.

fter a dip in popularity during the economic downturn,

the Japanese operating lease (Jol) and Japanese
operating lease with call option (Jolco) structures continue
their rise. It is perhaps obvious because they offer up
to 100% financing to airlines, and produce an attractive
internal rate of return to investors with interesting tax
allowances, a level of finance which is beyond the
appetite of banks.

Both new and traditional airlines are using this financing

arrangement, and it is becoming increasingly popular in
Asia, including with airlines with no Japanese routes.

Jolco structure — tax considerations

From the Irish perspective, the fact that the Irish lessor
does not own the aircraft does not present any particular
Irish difficulties, and Irish lessors are frequent users of Jol/
Jolco structures. Looking at the Irish tax position, it is not
necessary that an Irish entity owns an asset in order to
obtain tax depreciation (or capital allowances). Rather, the
allowances are given to the entity that bears the burden of
wear and tear.

Also, there is no Irish withholding tax on rent (or interest)
paid from Ireland to Japan. While there is a double-tax
treaty between Ireland and Japan, it is not required here,
because there is no Irish withholding on aircraft lease
payments in any event.

Interestingly, the treaty between Ireland and Japan
permits a withholding of up to 10% on interest payments
between the two territories; however, as a matter of
domestic Irish law, Ireland does not levy withholding tax
to recipients in double-tax territories. The same is not the
case for payments of interest from Japan to Ireland.

Irish leasing companies are traditionally either trading
companies — subject to tax at 12.5% on their net profits,
after all expenses and allowances, including capital
allowances — or “Section 110 companies” which are
technically taxed at 25% but, in practice, would have a
negligible profit.

Irish companies will typically satisfy the substance
requirements set down in BEPS (base erosion and
profit shifting), and will have their centre of control and
management in Ireland. It is increasingly common that
airlines will be concerned to ensure that their lessor has
the required level of substance, and is the beneficial
owner of the rental income stream, in order to ensure that
the airline can safely pay rent free from withholding tax in
its own jurisdiction.

The Jol/Jolco structures do not impact on this analysis,
because the Irish lessor will typically maintain the same
level of substance and overview of its portfolio, whether
financed through a Jolco or otherwise.
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(A1t is not necessary that an Irish
entity own an asset in order to
obtain tax depreciation or capital
allowances. L)

Part of the attractiveness of the Jolco is the tax
allowances available under Japanese tax laws. As with any
product that derives value from tax breaks, the sustainability
of the Jolco is, to some extent, dependent on Japanese
tax rules, and rules can change. This is relevant when
considering how the risk of tax changes is to be shared
between the parties, whether funding might terminate
early, and what inventive solutions might be found should
a change occur. However, it is clear that the structure is
well known to legislators and, for the time being, enjoys
popularity. In any market, this can seem like a lifetime.

Aircraft mortgage registrations

The aircraft mortgage will generally be considered to be
the primary protection available to a creditor in the senior
secured portion of the Jolco financing transaction.

In taking an aircraft mortgage, the creditor will be
mindful to ensure that it procures the most robust
protection in each jurisdiction that the aircraft, the owner
and the lessee are operating in, subject always to the
commercial realities of each particular transaction.

As in a Jolco, the owner of the aircraft is generally
located in Japan, so in the interests of certainty, familiarity
and speedy accessibility to remedies and enforcement
mechanisms, it would generally follow that the aircraft
would be registered in that jurisdiction.

An aircraft mortgage in Japan will be registered with
the Japanese Civil Aviation Bureau (JCAB), which is
a department of the Ministry of Land, Infrastructure,
Transport and Tourism in Japan. The JCAB aircraft registry
is open to the public. (In the case of an equivalent Irish
company granting a mortgage over an aircraft, details
of the aircraft mortgage would also be filed in the Irish
Companies Registration Office, which is also open to
review by the public.)

There is a two-step optional process to registration of
the aircraft mortgage in Japan:

1. A provisional registration of the aircraft mortgage, which
will secure priority; and

2. Afull registration, which is required to enforce against
the debtor which is more costly.
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In most cases, the provisional registration will be made

as a matter of course, and if and when there is a real risk
of default, the full registration will be made in order to
support enforcement. The mortgage registration must
disclose information on the secured obligations amount,
the interest amount and conditions to the secured
obligations which, given the increasingly competitive
marketplace, is not ideal if this creates a scenario whereby
other industry players can deduce the terms of lending
from the publicly available registration document.

If the aircraft was owned by an Irish entity, the
registration of the charge in the Irish Companies
Registration Office will be made for a fee of €40 (¥5,210)
and the particulars described can be limited to what
is needed for a third party to identify the asset being
mortgaged and the parties involved.

Significantly, Japan is not a contracting state to the Cape
Town Convention (Ireland is), so a route to registration,
other than the location of the debtor, would be required.

Priority of security

In Japan, whereas the full mortgage registration protects
against third parties and gives priority over subsequent
registered security interests, the typical provisional
registration will give priority over subsequently registered
security interests only, but full registration is needed for
the mortgage to be enforced.

The registration in the Irish Companies Registration
Office will give priority over a liquidator and any creditor of
the company which will run from the date of registration.
Any mortgage registered ranks ahead of any mortgage
or charge subsequently registered; however, a registered
mortgage will not take priority over a possessory lien for
work done on the aircraft, whether before or after the
creation or registration of the mortgage and also any
rights of detention (for instance, unpaid airport charges, air
traffic control charges and Eurocontrol charges).

The international registry filings of course rank
priority on a first-to-file basis, unless this is amended
by subordination, which can only be achieved with
the consent and knowledge of all parties which have
a previously registered interest in the aircraft. This is
the case, even if the first registered interest holder has
knowledge of an existing unregistered interest. The
international interest in the aircraft mortgage will be
effective even if it is registered prior to the debtor’s
insolvency, although the timing of insolvency will be
determined by the relevant jurisdiction.

Enforcement of security

Enforcement in Ireland is, on the face of it, more
straightforward and appealing to the creditor. In the first
instance, the legal aircraft mortgage in Ireland can be
enforced without intervention from the court. The concept
of “self-help” prevails under domestic Irish law, whereby,
in essence, on an event of default under a mortgage, the
creditor can take possession of the aircraft (or appoint

a receiver to do so) without judicial intervention and
subsequently sell the aircraft, provided this has been
specified in the mortgage document or elsewhere in writing.
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In practical terms, the creditor can go to court where
the debtor resists repossession or where there is a
dispute about whether there has been an event of
default.

In reality, however, a court order will be sought for the
purposes of certainty of title on resale of the aircraft.

The Commercial Court in Ireland offers speedy court
remedies.

In Japan, the creditor will need to perfect the
registration of the aircraft mortgage in the JCAB, and pay
the debt-geared fees as a prelude to enforcement.

Also, in Japan there is no concept of self-help. Unless
there is cooperation between the lessee and the owner,
the creditor will need to commence a court procedure
to enforce the aircraft mortgage by way of public sale
supervised by a court (a court sale).

Where there has been a filing of the international
interest constituted by the aircraft mortgage in the
International Registry, there are significant pro-
creditor remedies that can be utilised — such as taking
possession of the aircraft without obtaining a court order,
deregistering and exporting an aircraft by exercising
rights under an irrevocable deregistration and export
request authorisation, selling or granting a lease of an
aircraft object, collecting or receiving any income or
profits in connection with the management or use of
the aircraft and obtaining interim relief pending final
determination of any claim.

In addition to these, the election of Alternative A
under Cape Town in Ireland now allows, where there is
insolvency, the creditor to take possession of the aircraft,
if the debtor defaults and fails to perform its obligations
under the aircraft mortgage for 60 days.

The limitations to the legal aspect of enforcement of an
aircraft mortgage in a Jolco transaction may never come
into play because once the aircraft is located outside of
Japan, this jurisdiction can be relied on for enforcement
and if this jurisdiction is a Cape Town Contracting State,
the protections under the convention will become
available.

More Japanese investment to come

Despite some of the potential hurdles described above,
which can generally be structured around, it is clear that
the Jolco is only increasing in popularity. High tides carry
all boats, or perhaps aircraft even, and the strong steady
flow of funding through Jolcos facilitates the growth

of both airlines and lessors, while giving a Japanese
investor tax advantages and access to the attractive
aviation industry.

Although there was a reported slowdown in the
Japanese market in the first quarter of 2018, GDP rose
in the second quarter. The economy is projected to
reach growth of 1.25% in 2018 and growth is projected to
remain above 1% through 2019, according to the OECD
Economic Outlook, Volume 2018 Issue 1.

These figures suggest there will be increasing
Japanese equity investment available in the market. Any
uncertainties over global trade tensions or the outcome
of the Brexit negotiations are not obvious here. A
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Aviation in India — a constant

change

By Nimish Vakil and Sneha Rao, partners at Mumbai law firm Tyabji Dayabhai.

I ndia operates the third-largest domestic civil aviation
industry in the world. The airline industry in India was
nationalised in 1953 and the then existing independent
airlines, Deccan Airways, Airways India, Bharat Airways,
Himalayan Aviation, Kalinga Airlines, Indian National
Airways, Air India and Air Services of India, were merged
into two government-owned corporations — Air India,
which focused on international travel, and Indian Airlines,
which operated on domestic routes.

The civil aviation sector in India was deregulated in 1991
to allow private carriers to carry on charter operations and
non-scheduled services. East-West Airlines was the first to
benefit from the Indian government’s open-skies policy.
Post-1994, with private carriers being allowed to operate
scheduled services, the aviation sector saw the birth of
airlines such as Jet Airways, Air Sahara, Modiluft, Damania
Airways and NEPC Airlines commencing domestic
operations. Since 2004-05, low-cost carriers (LCC) such as
Air Deccan, Air Sahara, Spicejet, Goair, Paramount Airways
and Indigo have taken over the Indian skies.

East-West Airlines and Damania shut down in 1996-97
because of financial troubles. Modiluft, although one of the
better managed Indian private carriers, could not sustain its
German partnership with Lufthansa and ceased operations
in 1996. The shareholding in the airline and the air transport
licence changed hands and was renamed as Royal Airways
and eventually became scheduled operator Spicejet.

In 2007, Air Sahara was bought by Jet Airways, Air
Deccan by Kingfisher Airlines, and Indian Airlines merged
with Air India. Cut-throat competition, rising fuel prices,
heavy operational costs and unfavourable economic
conditions had left many private airlines struggling,
resulting in consolidations, takeovers, partial acquisitions
and shutdowns.

In 2012-13, the aviation industry witnessed the dramatic
downfall of Kingfisher Airlines, the airline which promised
good times for everyone. Kingfisher had reported losses
since its inception and the acquisition of the loss-making
LCC Air Deccan further ate into the airline’s capital.

This was a classic case of mismanagement and lack of
expertise in the aviation business.

During this period, the finance ministry cleared the way
for the relaxation of foreign direct investment (FDI) rules,
which permitted foreign carriers to take a stake of up to
49% in private airlines in India — private airlines are allowed
FDI of up to 100% from other sources. This change in the
policy allowed United Arab Emirates carrier Etihad Airways
to purchase 24% of Jet Airways in April 2013, which is still
the only FDI by a foreign carrier in an Indian airline.

In 2015, post the Kingfisher saga, low-cost carrier

Nimish Vakil

Sneha Rao %

Spicejet, which was facing an operational shutdown
because of a lack of funds, was resurrected thanks to a
timely change of management.

One of the major events earlier this year in the Indian
aviation industry was the set back of the ambitious attempt
by the Indian government to rescue the government-
owned, loss-making national carrier Air India through
divestment. Air India has been unprofitable since its
merger with the state-owned domestic operator Indian
Airlines. The airline is managing to stay afloat because
of a Rs30,231 crore ($4.3 billion) nine-year bailout plan
approved by the government in 2012.

The plans to divest were put into action last year
because of the relaxation of FDI rules, which allowed Air
India to look for other investors. The government put up
Air India, Air India Express (its low-cost overseas carrier)
and Air India SATS (the ground-handling arm) as one
single company for sale with the hope of raising Rs8,000
crore to Rs10,000 crore. However, the proposal did not
find any takers, mainly because the government did not
offer 100% privatisation of the airline. Only a 76% stake
was proposed for sale while the government retained a
minority stake of 24%, which did not leave the option of
a merger of the national carrier with the existing airline of
the purchaser.

In addition, out of Air India’s total debt of Rs48,781 crore,
the purchaser would be saddled with Rs33,392 crore. Air
India has accumulated losses of Rs50,000 crore and a
major chunk of its revenues went in payment of interest
of working capital loans. Some 40% of Air India’s 27,000
employees were permanent staff, which posed a huge
financial burden. The prime properties owned by Air
India did not form part of the deal. After the setback, it is
reported that Air India is battling aircraft grounding for non-
availability of spare parts and a delay in salary payments.
The government has asked the national carrier to sell off its
non-core assets in a bid to reduce its debt burden.
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Private Indian scheduled operator Jet Airways is
also in crisis. Since the Indian skies were opened for
private players, Jet has faced and survived quite a few
turbulences. The carrier has been profitable twice in
11 financial years and had accumulated $447 million of
debt through to 31 March 2018. The 25-year-old airline
has reported a negative net worth and is facing a severe
cash crunch. It deferred announcement of its unaudited
financial results for the June 2018 quarter to August 2018.

Etihad’s 24% shareholding has not been very profitable
for either carrier. Etihad, which is dealing with strained
finances because of its recent acquisitions, is unlikely to
make further investments in Jet. At a time when the airline
is trying to cut down costs severely and trying to raise funds
by borrowing from domestic banks, soaring fuel prices and

stiff competition are only causing it further financial damage.

There is no dearth of demand for air travel in India, with
passenger traffic recording a 20% growth in the financial
year ending 2018. The airlines’ orderbooks speak for
themselves. Indigo, the largest carrier in terms of market
share, is looking to add a massive 448 aircraft to its fleet in
the next eight years. Jet Airways has ordered 156 aircraft
for delivery between 2018 and 2023, whereas Spicejet
has 157 deliveries lined up for the same period. Go Air has
placed orders for 119 aircraft over the 2018-2022 period,
and Airasia is looking at adding 60 aircraft by 2023.
Vistara is also likely to take 60 aircraft; however, it has not
committed to a timeline.

Sponsored editorial:

The above statistics add up to an order total of 1,000
aircraft in the next eight years, and yet, aviation experts
have projected that India will need to double that number
in the next 20 years to absorb the growing demand.
The airlines need a conducive economic and regulatory
environment to sustain operations with such aggressive
expansion of fleet size.

Regulatory relaxations favouring ease of international
business, reduction in fuel prices, tax concessions for
cutting down operational costs, infrastructural support
in terms of construction of new airports, improvement of
existing airports, provision of world-class maintenance,
repair and overhaul facilities within the country will go a
long way in supporting the airlines to survive the highly
competitive aviation business. A
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Advocates, Solicitors & Notary

Contact: Nimish Vakil, managing partner
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Redeliveries — the picture in 2018

Lessors and Lessees have their say on the challenges of aircraft redeliveries.

BA recently updated its analysis on overspends in aircraft
redeliveries. They have increased since 2016, with engine
costs being the key driver.
As a result, we thought it useful to update our 2016
pulse survey, where we canvassed a selection of lessors
and lessees on five questions:

1. What is the primary reason for a late redelivery?

2. Which area of the aircraft is most challenging to
redeliver on time and on budget?

3. Lessors, how often does the lessee engage too late in
the process?

4. Lessees, how often do you find your internal teams
engaged too late in the process?

5. What are the key issues that lessors face in 20177

As part of IBA's continuing research into the challenges
around transitions, we revisited these questions and
added two more in order to capture changes in the
market, or shifting sentiment:

6. What changes to end-of-lease trends in narrowbodies
have you noticed in the past 12 months?

7. What changes to end-of-lease trends in widebodies
have you noticed in the past 12 months?

In the previous report we received 72 responses, with a
split of 65%-35% for lessors and lessees.

This time, we received an increased number of 140
responses, with a more even split of 53% lessors and 47%
lessees. The key conclusions from the research include:

« both lessees and lessors agree that the redelivery
process is not started early enough;

- records and engines top the list of the most challenging
elements of a redelivery; and

« resource, liquidity and increased returns are key
concerns in 2018.

We report on both the larger more recent datasets,
highlight areas of note and recommend steps to maximise
efficiency.

Question one: what is the primary reason for a late
redelivery?

There are both positive and negative trends around
the responses to the reasons behind late returns.
Encouragingly, there is more awareness among lessees
of the level of effort required than previously and there is
also less disagreement over contracts.

A drop in disagreements certainly echoes the
improvements to drafting that we have seen in the
past two years. However, while ambiguous terms have
reduced, there has been an increase in lessees’ demands
being met.

For example, delivery conditions for interior
configuration being a lessor’s obligation. For redeliveries,
the top-tier lessees are able to negotiate diluted
conditions, much less than half-life in some cases.

Less positively, engagement is still taking place too late.
We recommend engaging around the options at least 15
months out, more if possible. Planning redeliveries late
immediately makes the task of juggling numerous parallel
processes more challenging. Unscheduled repairs and
failed borescopes were identified once again as a primary
reason for late redeliveries, suggesting lessees continued
to be caught out.

As more operators build up or outsource dedicated
redelivery resources, we were surprised that the feedback
on the technical team focusing on keeping the fleet flying,
not redelivering, had crept up a little.

Our view is that while mindsets do take time to adjust,
the increased number of redeliveries has absorbed
much of the additional resource. Anecdotally, the airline
collapses of 2017 also caused a spike in demand for
delivery and redelivery resource.

Also, there are big differences in what resource is
available at an airline — clearly the low-cost carriers (LCCs)
redelivering aircraft have much less manpower in-house
than a legacy carrier. We anticipate further issues in this
area, especially since some LCCs appear to be pushing
the obligation onto their maintenance, repair and overhaul
(MRO) and that causes conflict on points such as records/
certification.

Question one: what is the primary reason for a late redelivery? I1BA5

Unscheduled repairs, failed borescopes - 2018
Underestimation of effort . 2016

Late engagement

Technical team focussed on flying, not returning

Disagreement over contracts

Communication between parties 7—
Other (please specify) 7_
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Question two: which area of the aircraft is most
challenging to redeliver on time and on budget?

Here we saw very consistent findings compared with
2016. Records continue to be a primary challenge. The
concept of lessors hiring cheap labour to scan records at
the last minute is compelling but risky, and while systems
and digitisation are certainly improving, translations and
back-to-birth traceability are a perennial concern.

We were surprised to see that interiors and interior
items did not generate more responses. In all IBA's recent
redeliveries, interior condition was a point of robust
negotiation, plus there are well-documented concerns
around seat supply when looking at the next lessee’s
demands.

Question two: which area of the aircraft is most
challenging to redeliver on time and on budget?
BA~
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Question three: as a lessor, how often do you feel that
the lessee engages too late in the redelivery process?
Again, very consistent responses with the previous
survey, which was interesting given the increased sample
size on this occasion. The results suggest very strongly
that lessors feel lessees engage too late — indeed, the
percentage of those responding “very often” has grown to
almost 60% from 47%.

Question four: lessees, how often do you find that your
internal teams engage too late in the redelivery process?
When asking the same question of lessees, we have
seen a swing that suggests some lessees are much more
aware of the need to engage early, but perhaps are not
executing the early engagement as much as possible.

In the largest shift in perception between surveys, in the
2016 survey, about 50% of lessees felt they engaged early

Question three: as a lessor, how often do you feel that
the lessee engages too late in the redelivery process?
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Question four: lessees, how often do you find
that your internal teams engage too late in the
redelivery process?
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enough. However, as the chart highlights, in 2018, both
parties agree that they need to engage earlier.

Question five: what changes to end-of-lease trends have
you noticed in the past 12 months?

In one of our new questions, we asked what changes our
respondents had noticed. While for 30% of narrowbodies
and 50% of widebodies there were no changes, there
were trends across extensions which we would attribute
to the following:

More extensions, driven by —
- delays of Airbus A320neo/Boeing 737 Max deliveries as
a result of entry-into-service (EIS) engine issues;

Question four: consistent views from both sides

Lessees feel that teams engage too
late in the redelivery process

IBAY
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« continued relatively low fuel price, though this is
tracking higher than forecast by the International Air
Transport Association (IATA);

- regional instability, impacting demand and fuel price;
and

« continued demand for capacity. Traffic growth
remains robust and an extension can be achieved at a
reasonable rate, especially on widebodies.

Fewer extensions —

- aworry for lessors because the options to find new
homes is tough, despite deals being offered (for
example, lower rents); and

» some regional distress — Qatar/Middle East and US
competition.

Question five: what changes to end-of-lease trends
have you noticed in the past 12 months?
IBAY
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Question six: redelivery challenges
Our final question this year asked what redelivery
challenges are being faced this year:

« some 94% of respondents foresaw a challenge.
Insufficient lessee resource is unsurprising given the
result from Question four;

- Maintenance, repair and overhauls (MROs) are flagged
as a bottleneck by 19% of respondents; anecdotally,
the MROs often say they are engaged too late by the
lessees. Both points are merited when lessees do not
involve MROs early enough, only to find that slots are
already booked. We canvassed some MROs on the
subject and several commented that they found the
returning lessees to be reasonably organised for the
end-of-lease (EOL) check. They were more frustrated
when dealing with returning lessors which want last-
minute changes to meet the next lessee’s demands;

» lack of lessees — especially for widebodies — is a
concern. We are seeing the return of used widebodies
after the first lease, regardless of the extension offer;
and

« while extensions have been the order of the day for
the past two years, increasing returns combined with a
lack of lessees would indicate increasing concern for
liquidity and would also feed the slight, but noticeable,
increase in disputes which can occur when a lessor
receives an unplaced aircraft.

Sponsored editorial:

Question six: redelivery challenges IBALY
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Conclusion

There are positive trends emerging from this year’s
survey — most importantly around awareness of the effort
involved in redeliveries. One of the largest swings in
results saw “underestimation of effort” drop considerably
as a primary reason, an encouraging trend given the
plethora of new entrants.

Adding to the increased understanding was a switch in
lessee attitudes, moving from a majority perception that
they engage early enough, to almost mirroring lessors in
their view that lessees did engage too late.

As such, while an understanding of the effort has
improved, execution of a redelivery still appears to
challenge. Redeliveries continue to test both lessees and
lessors, and we can split our conclusion into two areas to
be aware of: one tactical, the other strategic.

Tactically, there are further improvements to be made
in planning and resourcing redeliveries. Insufficient lessee
resource, increased returns, scarce support from the
lessor and insufficient MRO support accounted for more
than half of our responses on 2018 redelivery challenges.
Combine that with late engagement, the most frequently
flagged reason for late redeliveries, and you have a
perfect recipe for a likely overspend.

Strategically, there are potential red flags emerging
around supply. Some 22% of respondents identified
a lack of new lessees as a concern, a sentiment also
voiced when asking for additional comments, where more
concerns were flagged around liquidity than previously.
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According to IBA.iQ and our analysts, the current picture
does not yet suggest that more popular aircraft are failing
to be re-leased, but we are continuing to monitor parked
aircraft and re-lease rates carefully.

As of early May 2018, IBA.iQ indicates that the number
of passenger widebody returns had reached 48, with two-
thirds re-leasing within just a few months. It is unknown as
to whether the remaining 17 have homes to go to just yet
but their average age is 17 years old, while the fast movers
averaged just 10 years.

Unsurprisingly, half of those that remain parked are four-
engined aircraft, while the other half are made up of more
challenging 777 classics and A330-200s. Encouragingly,
those that have been re-leased include a good number
of older 767-300ERs, a large number of A330-200s and
-300s with even the odd 777-300ER and A340-600 for
good measure.

Recommendations
IBA recommends the following steps:

Reducing execution risk —

- plan 15 months out for a narrowbody and more again
for a widebody, with return conditions that require
interior engineering as original equipment manufacturer
(OEM), engagement and lead times will be 18-plus
months;

« hire or outsource to plug gaps, a first lease narrowbody
absorbs at least 120 work days resource, while a
widebody and/or multiple lessee histories can more
than double that;

« engage with the other side both to build a rapport and
to agree lessor presence at EOL and redelivery check;

« runthrough each and every clause in the lease to
identify:

— what work needs to be planned in good time by the
lessee to redeliver per the lease or

— decide if there are certain items that can be “bought
out”; for example, the lessee does not perform an
engine shop visit for a full refurbishment, but the
engine is accepted as is by the lessor, subject to cash
compensation

— mop up of lessor obligations to lessee such as air
directive cost share payment and/or maintenance
reserve payments;

- agree any ambiguous terms in the return conditions,
if not already covered, and ensure the redelivery
resource is acquainted with the specific return
conditions;

« remove the risk of unscheduled repairs by booking
early with MROs and carrying out precautionary
borescope if at all possible, or question whether it
is required if the engine is under a full support OEM
programme;

- lessors, when you want the aircraft back, mitigate
against lack of lessee appetite or experience in
returning aircraft by encouraging early planning and
visibility of red flag items, such as engine shop visits;

- greater focus on assets during operations. Lessors,
make sure you utilise your inspection rights, particularly
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the penultimate annual inspection as per the lease
plans for the lessee redelivery;

- plan for operational demands consuming redelivery
resource; and

« ensure the records are in English, centralised, complete
and correct.

Market risk —

- monitor values, availability and external events. The
past 12 months has seen the unexpected return
of A340s to service and the extension of older
narrowbodies as EIS challenges continue;

- gauge lessor/lessee intentions as early as possible; and

« lessors, begin remarketing as soon as you know the
aircraft is returning or before. Do not assume the lessee
will execute a verbal intention to extend.

While any slowdown has not yet filtered through to our
data, anecdotally we are aware of longer periods needed
to find new lessees. A

Top 10 contributors to transition
challenges

1. Poor contract drafting on redelivery conditions.

2. Lack of lessee planning and early engagement
with lessor.

3. Inadequate focus on assets during operations.

4. Lessee operational demands consuming
redelivery resource.

5. Decentralised, missing or incorrectly completed
records.

6. Underestimation of the total workload.

7. Discovery of additional work required during
maintenance input.

8. Lack of lessor appetite for returned aircraft.

9. Engines failing final borescopes — carry out
precautionary borescope much earlier.

10. Mismatch of current lessee redelivery conditions
to next lessee delivery.

If you have any questions, comments or feedback,

please contact: paul.lyons@iba.aero

With over 30 years’ experience and a portfolio of more
than 100-plus aircraft, IBA is ideally placed to manage your
existing aviation portfolio or support the establishment of
your platform. No other provider of aircraft management
services has IBA's combination of independence, breadth
of expertise and depth of data. We can support your
investment through each stage of the cycle starting with
pre-transaction analysis, fleet servicing, remarketing or
transitioning.
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Aircraft Operating Leasing. The Transition Management Minefield

1: Pre-purchase

2: Running Do you RETURN or EXTEND ?

Analyse:  Market lease rates
Fuel price outlook
Cost of meeting redelivery conditions
Deal economics

Managing
the process

4: Transitioning 3: Monitoring
Months before leaseend 24 w ‘ 21
Assess replacement
ENGINES options 20
Confirm lease return,
engage Lessor
‘ 15

Always complex to assess, Engines:
forecast and maintain given the assess condition %
myriad of variables.

: Interior &
Manage cycles and shop visits 13 Configuration

more strategically. .

Late decisions on engine build
WILL lead to increased costs and
late redelivery.

Modifications
& Repairs
DOCUMENTATION w

Records, where are they? 6

—
Eﬂ Use of PMA/DER repairs.

Local approved mods versus
OEM sourced data.

X

Average
overspend
at lease end

Dependent on contract

IBA is an award-winning and leading independent aviation consultancy advising a broad mix of lessors, operators, financiers
and investors. Operating globally, we inform decision-making and support operations across the aviation spectrum.
Supporting strategic investments, managing aircraft, advising on expansion, or driving efficiency improvements, our mix

of intelligence gathering, analysis, proprietary data, technical expertise and decades of aviation experience delivers value
across aviation opportunities and challenges.

74 Airfinance Annual - 2018/2019 )




Sponsored editorial:

Delivering creative regional aviation
finance solutions to the world

Steve Ridolfi, president of Chorus Aviation Capital, discusses why regional
aviation is so crucial to the industry, and his company’s role in taking it forward.

aunched in January 2017, and not yet two years old,

Chorus Aviation Capital has grown quickly to a fleet
of 52 aircraft worth more than $1 billion. Chorus Aviation
Capital was established to become a leading, global
provider of regional aircraft leases and services by
building a strong portfolio of regional turboprop and jet
aircraft.

Chorus Aviation Capital is a subsidiary of Chorus
Aviation Inc., a corporation with deep roots in the
regional airline industry, including ownership of Jazz
Aviation and Voyageur Aviation. By leveraging the
expertise across the entire Chorus group of companies,
Chorus provides its regional customers with a broad
range of products and services.

Steve Ridolfi, president of Chorus Aviation Capital,
leads a team with extensive experience in the regional
aircraft leasing market. They are seeking to continue
building growth momentum in this largely underserved
market segment. They are intensely focused on
prudent, conservative acquisitions that ensure long-term
profitability.

Describe the regional market for us.

Ridolfi: Regional aviation is a surprisingly large and
important component of global commercial air transport.
It generally comprises airlines operating aircraft of

30 to 130 seats, which serve either as feeders to
mainline airlines and hubs or as operators into smaller
communities. As global air transportation has expanded,
so has the need for regional aviation, especially in
emerging markets.

Interestingly, and surprising to most, is that 60% of
the world’s communities are linked by regional aircraft
and these regional aircraft fly 35% of the world’s total
commercial flights. The active regional turboprop and
jet fleet is over 6,000 aircraft — about 25% of the world’s
total commercial fleet.

Who supplies the aircraft for this market and what is
the forecast for deliveries?

The regional aircraft market is predominately supplied by
three manufacturers: ATR, Bombardier and Embraer. The
aircraft currently in production are generally in the 70- to
130-seat class, divided into the turboprop and regional jet
segments.

In turboprops, the ATR72 and the Q400 share the
market, with the ATR product having sales leadership
over the past few years. ATR still produces the smaller
48-seat ATR42, but this aircraft is more of a niche product
today. These two manufacturers also dominate the in-

Steve Ridolfi, president of Chorus Aviation Capital

service turboprop fleet with the classic Bombardier Dash
8 family (100/200/300) and the legacy versions of the
ATR42/72 still heavily utilised.

In regional jets, Bombardier manufactures the CRJ
family while Embraer produces the E-Jet family. The
Embraer family has greater product span and a broader
customer base, but the CRJ family is a well-respected,
efficient and ubiquitous regional aircraft. In a similar vein
as the turboprops, older versions of the CRJ, such as the
Series 200, and the legacy ERJ family help these two
manufacturers dominate the regional jet in-service fleet.

Deliveries for regional aircraft have been stable at
about 250 aircraft a year for the past decade with very
limited volatility in supply and demand. Future forecasts
for demand trend a little higher than the historical
number, about 350 units a year, based mostly on the
introduction of larger regional aircraft.

What led Chorus Aviation into leasing?

We believe that there is a significant opportunity to
develop a large and profitable leasing platform to serve
the needs of our customers, leveraging our unique
expertise in the regional airline market. Chorus has deep
roots in this market, being the parent of Jazz Aviation,
the primary provider of regional airline services to Air
Canada. Jazz operates a fleet of 116 regional aircraft under
a capacity purchase agreement with Air Canada. Jazz
serves lower-density markets as well as higher-density
markets at off-peak times throughout North America.
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Jazz also operates Jazz Technical Services, a division
dedicated to heavy maintenance, repair and overhaul of
Bombardier aircraft. Chorus also owns Voyageur Aviation,
a specialised contract flying operator and a provider of
aircraft manufacturing, maintenance, component parts and
engineering services.

In early 2017, Chorus formed Chorus Aviation Capital
using this deep regional market expertise to acquire,
finance and lease regional aircraft. We see this very
exciting opportunity to fulfill the needs of regional airline
customers by delivering creative financing solutions in this
underserved market space. We believe we can build a
leading market lessor and create significant synergies with
Chorus’s other businesses.

How have you done so far?

We are very happy with what we’ve accomplished, and
we’re really pleased with the quality of the portfolio. We've
announced transactions for 23 third-party regional assets
with current market values well in excess of half a billion
dollars. These include six different aircraft types from
three manufacturers with an average age at acquisition of
2.7 years. When you add to this the 29 Q400 aircraft that
were transferred by Chorus to seed the Chorus Aviation
Capital portfolio, our portfolio stands at 52 aircraft worth
more than $1 billion.

Our clients (including Jazz Aviation) now totals 10 major
regional airlines in 10 countries on six continents, with
Azul Brazilian Airlines, Aeromexico Connect, Air Canada,
Air Nostrum, Cityjet, Ethiopian Airlines, Falcon Aviation
Services, Flybe, KLM Cityhopper and Virgin Australia. We
have a locked-in lease stream with an average term of
greater than seven years, and we’ve financed all of these
aircraft using bilateral debt at attractive loan-to-values.

On the organisation itself, we’ve expanded our
management team in Ireland with a great group of
individuals with significant commercial aircraft leasing
experience. Overall, it's been an exciting and fun 18
months.

Sponsored editorial:

@@ We’ve announced transactions
for 23 third-party regional assets
with current market values well in
excess of half a billion dollars. QQ

What are the advantages in being in the regional aircraft
leasing market?

With our deep knowledge of the regional airline market,
Chorus Aviation Capital provides innovative leasing
solutions for our customers. Our motto is: “Delivering
creative regional aviation finance solutions to the world.”
The regional leasing market is a niche — albeit at 6,000
aircraft, a fairly large one — which requires experience and
expertise. It provides ample opportunity to be rewarded

in terms of yield and return. Further, because it is not fully
mature, and consists of a number of smaller competitors,
it certainly lends itself to rapid scaling and potentially
consolidation.

What is your strategy in leasing?
We have a series of strategic goals and investment
principles that drive our actions. As examples, we are
focused on bringing on board new or mid-life aircraft that
are currently in production and occupy the 70- to 130-
seat class. We generally exclude smaller regional aircraft,
50-seaters for example, or aircraft that are generally more
than 10 years old. Unless there is a synergistic opportunity
for another company in the Chorus Group, we will maintain
a young fleet with the newest technologies, as this is the
best risk and financing profile for our business.

Our strategy is to diversify both our product and
geographic footprints. We have, over the past 18
months, bought six different aircraft types from all three
manufacturers. These aircraft are leased to nine new
customers on six different continents. We are creating
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our portfolio to be consistent with the global addressable
market. Another example is our preference for leases with
long tenures. We consider ourselves buy-and-hold lessors
in that we will look to keep the asset until the end of term
and even favour a re-lease opportunity ahead of a trade.
Of course, we have hurdle rates and lease
characteristics that we analyse and review with every
transaction. Hurdle rates include yield, cash flows,
deal multiples, levered and unlevered returns. Lease
characteristics include deposits, reserves, return
conditions, tenures and financing.
We are seeking to continue to build on the growth
momentum that we’ve established, but we are not
looking to compromise on our investment principles
to achieve this growth. We are intensely focused on
prudent, conservative acquisitions which ensure long-term
profitability. The good news in the regional market is that
we see a lot of opportunities, a lot of potential transactions
and we can be very selective.

What are the sources of aircraft acquisitions?

We have acquired portfolios both from other lessors

and from sale and leasebacks directly from the airlines.
Generally, we have been able to acquire regional aircraft
from lessors where they considered these regional aircraft
non-core to their strategy. An example being a mainline
lessor that perhaps had acquired its regional portfolio as
part of a package acquisition.

Many of our acquisitions have come directly from sale
and leasebacks with an airline using our relationships
within the industry. These tend to be new or nearly new
aircraft that the airline has chosen to acquire through a
long-term operating lease. We have not yet placed any
skyline orders directly with the manufacturer but we
anticipate this will be a third-source stream in the future.

How hard has it been to find financing?

We’ve been quite successful to date as our preferred
method, bilateral debt financing, is quite straightforward
and our partner banks fully understand our position

in the market. As time passes, and as we continue to
demonstrate our ability to grow and manage the business,
we’ll look to other financing options. As may be expected,
we are in active discussions on alternate financing
structures to support future expansion.

Is regional aviation geographically diverse?

Regional aviation is becoming more and more
geographically diverse as the same trends of globalisation
and emerging markets that drive mainline growth take
hold on the regional side. While it is true that the largest
regional airlines can still be found in North America and
Europe, the greatest expansion, very rapid expansion |
may add, is to be found in developing markets.

Sponsored editorial:

Does this make regional aircraft good assets to lease?
Yes, regional aircraft are, in many ways, ideal lease
assets. Their inherent market is very stable and, as we’ve
seen, a critical component of air transportation. Smaller
communities are dependent on these aircraft for their
economic linkage to larger cities and, many times, they
substitute for mainline jets in off-peak circumstances.
Hence, this market has demonstrated its resilience

to downturns. During the world’s financial crises, the
regional fleet showed little volatility, dropping much less,
and recovering much quicker than the mainline markets.
Regional aircraft hold their value well over time, with
strong residual values and little risk of technological
obsolescence. These characteristics make regional
aircraft ideal lease assets.

So, why is the regional leasing market underserved?
Two reasons — one historic and one practical. Historically,
the commercial aviation leasing market grew, over the
past three decades, from low single digits to about 50%
today. Uniquely though, this growth did not occur in the
regional market. Growth capital for regional airlines came
from a very different source, the export credit agencies
(ECA).

The regional aircraft manufacturers, and at one point
there were six or seven of them, were all strongly
supported by their national governments through ECA
financing. This had the effect of keeping many of the
leasing companies from venturing into this space. With
the Aircraft Sector Understanding, the playing field was
levelled. Regional airlines’ need for growth capital is just
as strong, if not stronger, than mainline aircraft, but for
this significant historical reason the field is underserved.

On the practical side, the regional aircraft market is
different from the mainline market. Lessors deal with
a very different customer set with different needs and
capabilities. This airline base is smaller, about 200
airlines, and leasing solutions are more bespoke and
relationship-driven.

Assets come in smaller quanta, $20 million versus
$100 million, thus creating a distinct niche perspective.
All these parameters result in barriers to entry, again
keeping the market underserved.

What does the future look like for Chorus Aviation
Capital?

We believe there is a significant opportunity to develop
a large and profitable leasing platform, to serve the
needs of our customers by leveraging our expertise in
the regional airline market. Our plan is to continue the
growth momentum we’ve established in this segment
by balanced, prudent acquisitions that build long-term
profitability. We look forward to continuing to build a
leading regional aircraft lessor. A

Steve Ridolfi is president of Chorus Aviation Capital, a regional aircraft lessor and wholly owned subsidiary of Chorus
Aviation Inc. Ridolfi previously served as senior vice-president of strategy, mergers and acquisitions, president of business

aircraft, and president of regional aircraft, all for Bombardier. He has had a long and distinguished career in aerospace,
beginning in engineering and advancing through various leadership positions in research and product development, airline
network analysis, manufacturing and operations, customer support, and marketing and sales.
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Airfinance Journal Analysis:

Airasia portfolios help FLY transition
to new-technology aircratft

FLY Leasing has closed one of the largest portfolio deals likely to be seen this year,
acquiring a portfolio of up to 75 aircraft from Asia Aviation Capital.

he FLY Leasing-Airasia transaction, announced in

March, involves two narrowbody portfolios that will
give access to 41 latest-technology aircraft as the lessor
moves towards the Airbus A320neo and Boeing 737 Max-
family types.

FLY Leasing chief executive officer, Colm Barrington,
says the lessor has taken several positive steps over the
past three years, including a major upgrade to the quality
of its aircraft to the lease portfolio, significant reductions
in the lessor’'s SG&A (selling, general and administrative
expenses) and debt costs, and a major share repurchase
programme: the past two-and-a-half years has resulted in
FLY buying back 32% of its shares at a 31% discount to its
third-quarter 2017 net book value.

Barrington admits that FLY has been investing in new
aircraft at a “prudent pace” because the lessor has not
wanted to follow the market down to unacceptable
returns.

Last year, FLY invested $456 million in 10 aircraft
that would contribute $47 million in additional annual
revenues. Since 2015, the lessor has sold $1.7 billion-worth
of aircraft with an average age of 13 years and replaced
them with $1.6 billion-worth of aircraft with an average age
of 2.5 years.

“This fleet upgrade has resulted in FLY being an industry
leader in terms of the quality and low age of our fleet,”
says Barrington.

But the Airasia transaction will accelerate the lessor’s
growth and improve its portfolio quality further. The Airasia
portfolio acquisition comes in three parts, each involving
an investment by FLY of more than $1 billion for total
committed and potential investment by FLY of over $3
billion between 2018 and 2025.

The committed portfolios involve 55 aircraft and the
option portfolio involves a further 20 aircraft. Of these 75
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units, 41 are the latest-technology A320neo-family aircraft.

The initial committed portfolio investment involves the
purchase by FLY of 34 A320 aircraft and seven CFM56
engines, leased to five Airasia Group airlines with one
A320 operated by Pakistan International Airlines. The
average age of these aircraft is 6.6 years and the average
remaining lease term is 6.2 years.

FLY says the metrics are very similar to its existing
portfolio.

Those portfolios provide the lessor with significant
growth possibilities. Of the 41 new-technology aircraft
involved, 21 are A320neo-family aircraft, which FLY
committed to purchase and lease to Airasia Group of
airlines under 12-year leases. Deliveries are scheduled
between 2019 and 2021.

Barrington says the orderbook of the latest-generation
aircraft has several attractive features. First, the lessor’s
committed deliveries are matched by committed leases
and will be debt-funded by a committed facility.

Second, FLY benefits from Airasia’s preferential pricing,
which results from its large order position with Airbus.
Third, the fact that FLY is not required to advance any
predelivery payments will lead to enhanced returns.

“The transaction provides significant additional benefits
to FLY’s already attractive portfolio, particularly as it
provides a catalyst for our transition to the latest-technology
aircraft. On a pro forma basis, and assuming no aircraft
sales, our committed purchases of 55 aircraft will increase
our portfolio value by 66% from its current $3.1 billion to
approximately $5.2 billion,” says Barrington.

He adds that once the deal is completed, 33% of FLY’s
pro forma fleet by value will be next-generation aircraft.

“It will also reduce our average fleet age by 20% to 5.1
years and will increase our average lease term by 18% to 7.4
years,” he adds.
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The total price of this portfolio will be about $1.1 billion,
which the lessor will settle with just over $1 billion in cash
and through the issue of 3.33 million FLY shares at $15 a
share.

FLY says the initial 34 aircraft will be financed with just
under $700 million-worth of committed financing.

Wesley Dick, senior vice-president, FLY Leasing, said
in March 2018 that most of this amount will be raised
through a four-bank syndicate while FLY will also use its
existing aircraft acquisition facility.

“That transaction features two tranches of debt and
margins that are in the Libor plus 100-basis-point to
200-basis-point range. And that’s generally in keeping
with how we think about the financing cost for a tier one
airline like Airasia and that would also be applicable to
forward commitments,” he said.

Dick adds that FLY does not have committed financing
for the sale-and-leaseback portfolio that will come as the
second phase. “We have a lot of bank demand,” he says.

Assuming no aircraft sales, the geographical split of
the leases will be heavily weighted towards Asia, which
continues to be the fastest-growing aviation region.

“After the acquisition of the initial 34-aircraft portfolio,
Airasia will become FLY’s most significant lessee with 10%
of our fleet by value. Three other Airasia Group airlines
will also feature among our top 10 exposures, with Thai
Airasia at 5%, Indonesia Airasia at 3% and Airasia India
at 3%.

“Overall, our exposure to our top 10 lessees will reduce
some from 55% to 54% with our exposure to the entire
Airasia Group being at 24%. Lessors currently have a low
exposure to Airasia Group airlines and so we expect that
there will be a ready market to reduce our exposure to
the group over time, and there are no restrictions on us
doing this. We are targeting approximately $150 million of
Airasia Group sales annually,” says Barrington.

The second portfolio involves the purchase by FLY
between 2019 and 2021 of 21 A320neo-family aircraft,
powered by CFM LEAP engines. These aircraft will be

purchased new from Airbus and the lessor will lease
them to Airasia Group airlines on 12-year leases, on terms
that have already been agreed with the group. FLY has
also arranged debt financing for these purchases.

The third portfolio involves options by FLY to acquire 20
A320neo aircraft. Deliveries will commence in 2020 and
stretch through 2025. BBAM, on behalf of FLY, will mark
these aircraft for lease to its global airline customers.

In May 2018 FLY said the lease rates factor on the 21
A320neo family sale-and-leaseback deal was 0.77%, and it
will not firm the options if they remained the same.

On its second quarter earning call in August 2018,
BBAM chief executive officer Steve Zissis said: “Fly will
evaluate the auction to acquire the 20 aircraft as it falls
due based on the demand from airlines, for leased aircraft
and the availability of attractive financing at the time. At
this point in time, these options are certainly attractive and
we would expect to exercise on.”

Shares lock-up

An interesting feature in this transaction is Airasia buying
shares in FLY Leasing. The Airasia shares will be locked up
for a very long term through 2021. FLY will issue 3,333,333
new shares at $15 a share in a $50 million deal.

“We acknowledge that newly issued shares aren’t being
issued at a discount to book value. But even pro forma
for the transaction, if we look at the amount of time it will
take for the business to earn back that day one book
dilution on a per-share basis, it’s less than two-quarters of
earnings. So, the combination of the premium and what
this means for the business in terms of its earnings power
is something we’re excited to talk about,” says Dick.

In addition to Airasia acquiring shares in the business,
the management team at BBAM and Onex, one of BBAM’s
key shareholders, will each be acquiring an additional
667,000 newly issued FLY shares also at that same 26%
premium to the current share price, adding an additional
$20 million. BBAM and Onex will own more than 17% of
FLY Leasing after the completion. A
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A cradle of Chinese civil aviation?

It all began when a trade delegation from the province of Henan visited Lithuania
hoping to buy milk, but ended up buying aircraft, reports Michael Allen.

n 2015, a trade delegation from China’s Henan province
visited the Baltic state of Lithuania seeking shipments of
milk. Instead, they ended up involved in aircraft leasing.

Having made an investment in Henan Cargo Airlines,
the Chinese were looking for dairy products to import
to China using Cargolux aircraft, says Tomas Sidlauskas,
chief executive officer of AviaAM China, recounting the
story behind his company’s Chinese joint venture, AviaAM
Financial Leasing China.

While the delegation was in town, a third party brokered
an introduction to AviaAM, which wanted to discuss the
establishment of a leasing portfolio. AviaAM Leasing and
Henan Civil Aviation Development and Investment (HNCA)
launched the joint venture (JV) leasing company in 2016.

“It's interesting — you come to buy milk, but you buy
aircraft,” says Sidlauskas. “We always had the feeling we
would like to do something in China, but we really needed
the partner who was capable to do that. It wasn’t pure luck,
but there was a luck factor as well.

“The main idea is we are bringing the deals to the table
and they are bringing the financing, because they promised
to give us competitive financing from the local banks,”
says Sidlauskas, adding that the project received political
support because it is aligned with China’s One Belt One
Road initiative. The joint venture has already completed
transactions with Russian carrier Aeroflot, with which
AviaAM was already connected.

“The main thing for Aeroflot is that we had a good
relationship and they had a lot of brand-new aircraft. To
build a portfolio quickly, it's better to do it with well-known
airlines. It’'s easier to get the financing and it’s easier to prove
to the JV partner that the airline is good,” says Sidlauskas.
Sidlauskas says the joint venture is now targeting deals in
Commonwealth of Independent States countries, whose
carriers might struggle to secure financing.

“[In those countries] it's not easy to get financing from
the international society because of the credit rating of the
country, but to get financing from China it’s not that hard,”
says Sidlauskas, adding that while pricing was not that good
for the joint venture, margins were higher compared with
deals in the rest of Europe and in North America.

That joint venture now has 11 aircraft in its portfolio, with
another two expected soon.

Lagging behind

Historians of China acknowledge Henan, the province
from which the delegation came, as “the cradle of Chinese
civilisation”, but in recent decades Henan has fallen behind
economically. Poverty remains a problem and Henan has
not benefited from China’s economic rise as much as richer
coastal areas. A 2008 article in Hong Kong newspaper
South China Morning Post described Henan as having a
“glorious past” and “strategic geographic location”, but
“lagging behind in China’s economic boom” after three
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decades of reform and opening up. Now, however, the
province is developing rapidly, with aviation a pillar of
that growth. Could the cradle of Chinese civilisation also
become a cradle of Chinese civil aviation?

Ryan Guo, managing director of Zhongyuan Aviation
Leasing, a lessor based in Henan’s capital city Zhengzhou,
thinks so. He says the Chinese government has identified
Henan as suitable for the development of aviation and
aircraft leasing. Zhongyuan Aviation Leasing is backed by
five Chinese shareholders: Zhongyuan Asset Management,
Henan Province Airport, Hengyu Investment (HK),
Zhengzhou Airport Economy Zone Xing Gang Investment
and Henan Land Assets Management.

At the end of December, Zhongyuan Aviation Leasing
closed its first deal, a $98 million 12-year sale and
leaseback for Lucky Air for one Airbus A330-300 with
funding from China Development Bank’s Henan branch.
The deal was structured via a special purpose vehicle
(Henan YuPeng Aviation Leasing) through the Henan
Zhengzhou Airport Economic Zone, the first time this type
of structure has been used. Guo says the deal received
strong support from the Henan government, which gave
tax refunds to Zhongyuan Aviation Leasing. He says itis
the first operating lease deal in China for which the State
Administration of Foreign Exchange allowed the collection
of US dollar-denominated lease rentals.

The fact the government granted tax incentives via
this economic zone shows that the government supports
aircraft leasing development in Henan. Only a limited
number of areas in China offer these kinds of benefits, the
most active of which is the Tianjin Dongjiang Free Trade
Port (DFTP), where more than 1,200 aircraft have been
delivered, according to a DFTP source. Before joining
Zhongyuan Aviation Leasing, Guo worked in the richer
southern Chinese province of Guangdong, which boasts
two economic powerhouses: Shenzhen and Guangzhou.

There, Guo headed the financial leasing division of the
Qianhai Shenzhen-Hong Kong Modern Service Industry
Cooperation Zone, researching how to attract domestic
and foreign leasing companies to set up special purpose
vehicles (SPVs) in the zone. In an October 2015 interview
with Airfinance Journal, he discussed how Qianhai wanted
to follow on from the success of other special zones
in China such as the DFTP. He said that, because of its
proximity to Hong Kong, Qianhai had been given permission
from the Chinese central government to implement “special
policies” and was being allowed to research how to
introduce English law practices into Qianhai.

“Especially for the aircraft financing sector, the law is
English law, so we want to do some research to introduce
more English law into Qianhai,” he said at the time.

“That would not only allow the Chinese leasing
companies to get more guarantee and more protection
from the lease agreement, but we hope it will also give the
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foreign leasing companies like GECAS, ILFC or CIT more
confidence to set up SPVs in China.” However, Guo now
acknowledges that some provinces have prioritised the
development of aircraft leasing more than others.
“Guangdong province has a lot of economic support
and they also have a lot of different kinds of businesses
like insurance and banking, investment banks — so much
support. Maybe for the aircraft leasing industry it's not very
important, not very big business in the whole economic
plan,” he says. Guo adds that one of the biggest challenges
for Qianhai was that Guangdong, unlike Henan, was not
granted permission from central government to allow
lessors to collect foreign exchange rentals in US dollars.

Move to Hong Kong

An attractive leasing structure in the Henan Zhengzhou
Airport Economic Zone and strong government support
may still not be quite enough to keep lessors in Henan.
Zhongyuan Aviation Leasing is planning to move much of
its operations down to the Chinese special administrative
region of Hong Kong, where lessors enjoy preferential

tax rates. ICBC Financial Leasing closed the first leasing
transaction to take advantage of the recently passed bill to
lower the effective tax for lessors in the city.

Guo, who said in June 2017 that his company was
considering a move to Hong Kong to internationalise its
business and take advantage of the tax reforms. He visited
Hong Kong with his shareholders in March to explore a
potential listing on the city’s stock exchange. Guo hopes
to make the move by the end of 2018, pending approval
internally and from Zhongyuan'’s local government
shareholders. “We will keep some people in Zhengzhou,
but | guess most of the team will move to Hong Kong or we
will recruit new people at Hong Kong. The operation team,
especially the financial team, most of them will be based in
Hong Kong,” says Guo.

He is also considering having a second office in
neighbouring Shenzhen, because of cheaper rents there.

From Luxembourg to Zhengzhou

Luxembourg cargo carrier Cargolux Airlines has been flying to
Zhengzhou Xinzheng airport (CGO) since 2014 and has 34 flights
in and out a week.

Richard Forson, Cargolux’s chief executive officer, describes
Zhengzhou airport as a “powerful hub”.

He says: “We’ve seen a significant increase in tonnage from
our side and last year we transported a total of 147,000 actual
tonnes out of CGO, and it seems to be attracting a lot of attention
of many other carriers as well that want to operate into CGO.

“Obviously, Shanghai is congested, Beijing is congested, so
we’ve been pretty pleased with the success we’ve had of CGO
as a traditional point in China. It’s also allowed us to expand our
footprint.” Henan Civil Aviation Development and Investment
(HNCA), the same company that owns part of AviaAM China,
owns a 35% stake in Cargolux. The two companies are setting up
an airline called Henan Cargo Airlines, in which Cargolux will hold
25% (the maximum allowed under Chinese foreign investment
rules) and HNCA 75%.

Forson is still considering options for Henan Cargo Airlines’
fleet, which will start with three-to-five aircraft. “One option is to
source from our fleet. The other is to go into the market and see
what is available. We are a Boeing 747 operator, so having 747s

“It’'s up to how big an office we rent. Not only our
company, but my shareholders have other business
[besides aircraft leasing] like distressed asset
management and a shares investment company. This
office will include all these businesses,” says Guo.

“After the shareholders become a listed company
in Hong Kong, then maybe later we will become an
independent department to IPO [initial public offering]
independently.”

Despite concerns about low lease rate factors in China
and an influx of new lessors crowding the market, Guo is
optimistic about the future of aircraft leasing in China.

“I think the market is becoming more and more
rational,” he says, explaining that the biggest leasing
companies have less interest in doing sale-and-leaseback
transactions these days. Guo adds that despite
competition from new lessor entrants, these newbies
generally cannot get their shareholders to support leasing
aircraft with “very lower lease rates compared to big
leasing companies”.

He adds: “Maybe 100 or 200 aircraft will deliver in one
year, but for so many leasing companies they compete
with just this piece of the market, so it needs time. | guess
one year or two years later the lease rate will go up
gradually.”

Guo thinks big leasing companies will have to change
their business models to explore more services besides
pure aircraft leasing, such as aircraft part outs.

While Zhongyuan Aviation Leasing will continue to
work with local government to arrange innovative deal
structures and develop Henan’s aviation industry, Guo —
who has experience at other Chinese lessors CCB Leasing
and CDB Leasing (now CDB Aviation) — acknowledges the
need to remain true to a tried-and-tested aircraft leasing
business model. “I guess we will just have the same
business model as other leasing companies: sale and
leaseback and place orders,” he says. “We have to finish
one thing, step by step.” A

there we are able to provide them with immediate maintenance
support,” he says.

“The big thing — once we really scan the market to see
what'’s available — is to what extent we can transfer aircraft from
our fleet, although, at the same time, | don’t want to see any
reduction in our fleet. One has to balance it out; if | had to transfer
out of my fleet, | would seek alternative replacements to come
back into Cargolux’s fleet.”

Asked whether he would utilise the same Henan Zhengzhou
Airport Economic Zone structure as Lucky Air did via Zhongyuan
Aviation Leasing (see main article), Forson says it is something
Cargolux has examined. “Obviously, if we were to decide to lease
aircraft in from a lessor we would investigate what benefits there
would be in the zone surrounding the airport,” he says.

“I know there are other free zones that quite a number of
transactions have been done through. For Henan Cargo Airlines,
it would definitely be one of the alternatives we would look at in
sourcing the aircraft.”

Forson says strong support for aviation in Henan comes not
only from the provincial government but the Communist Party’s
central committee. He adds: “It forms an integral part of what
they call the Air Silk Road, which is part of the One Belt One Road
strategy that President Xi has mentioned on many occasions.”

K www.airfinancejournal.com 83




Airfinance Journal Analysis:

Narrowbody trading buoyant:

Fleet Tracker

Narrowbody assets are most in demand among lessors, which traded 124
Boeing 737-family and 114 Airbus A320-family aircraft with their peers between

September 2016 and September 2017.

or the first time, Airfinance Journal has produced

data to monitor lessors’ trading activity over the past
year, including the largest buyers and largest sellers of
aircraft. Airfinance Journal's Fleet Tracker recorded 458
trades during the 12 months to September 2017 with an
aggregate current market value of $11.8 billion. The data
includes secondary market trades between lessors only; it
does not include sale and leasebacks.

The figures are based on data submitted by lessors
in September 2016 and September 2017. One caveat is
that much of the data is based on lessor submissions for
the 2016 and 2017 Leasing Top 50, so this will unlikely
represent every lessor trade in the market. However, it
provides a unique insight into secondary market activity
that is not available elsewhere.

The Boeing 737 family pipped its rival the Airbus A320
family in the total number of trades, trading 124 times
compared with 114. Despite this, the A320 was the most
popular individual type, with 87 aircraft traded over the
year, as well as one A320neo and 26 A321s. The 737-800
was traded the most out of the 737 family, with 77 aircraft
transferred between lessors over the period.

On the widebody side, the A330 proved to be a
surprisingly liquid secondary market asset among lessors,
with 41 aircraft traded over the 12 months’ period. Boeing
747s and 787s were less dynamic, with four 747s and

two 787-8s sold between lessors. The most liquid Boeing
widebody was the 777 family, with four -200ERs, four
-300ERs and three -200Fs sold over the course of the year.
Of the 41 A330s, 27 were A330-200s and 14 were A330-
300s. Aengus Whelan, the former head of trading at Kuwait-
based lessor ALAFCO, and now the chief commercial
officer of Stellwagen, believes that more -200s were sold
because the -300 has longer-term appeal, so lessors are
more likely to hold on to them. He adds that certain lessors
“are de-risking a little bit” by disposing of -200s.

“Those that have A330 concentration are being
pragmatic and reducing some of that exposure. Those
buying are happy to take up that exposure because they
would have a lower concentration of them,” he says.

“Some lessors might pay for a widebody because
they’re getting the revenue they need and they’re not as
price sensitive as some of the narrowbodies, so overall
they’re taking a revenue aspect into account and the risk
of the asset. They’re making the judgment call that it’s
better to spend their dollars on an A330-200 than on an
overpriced, overstretched A320 or 737-800.”

Whelan says that some buyers take widebodies
unwillingly as part of a wider portfolio. For example, six
narrowbodies and one widebody might be sold as an
indivisible package that is both “sweet and sour” for the
buyer.

Most aircraft acquired
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Airfinance Journal Analysis:

ORIX Aviation was the largest buyer, acquiring 44 aircraft
over the course of the year. Half of ORIX’s acquisitions were
for a 50/50 joint venture with Merx called Kornerstone.
Apollo Aviation Group was the second-largest buyer,
acquiring 42 aircraft. Another joint venture, between DVB
Bank and asset manager KKR, called KKR DVB Aviation
Capital, purchased 34 aircraft over the period. Avolon also
scored highly, purchasing 31 aircraft from other lessors.

“Joint ventures are attractive to certain lessors and
investors whose strategic objectives align,” Michael Weiss,
head of aircraft trading at SMBC Aviation Capital, tells
Airfinance Journal.

“Investors are interested in these vehicles as they are
able to leverage the platforms of existing lessors, with
minimal investment in a platform themselves. Lessors are
also interested in these vehicles as they give them access
to additional sources of capital to enable them to manage
their portfolios, have access to larger deals, or to enable
them to bid for larger numbers of aircraft in sale and
leaseback transactions,” he adds.

Data from Fleet Tracker indicates GECAS was the
largest seller by some margin over the year, having sold
nearly double the number of aircraft as AerCap in second
place. The two lessors shifted a total of 96 and 50 aircraft
respectively. Avolon, Deucalion Aviation Funds and BOC
Aviation were also big sellers, offloading 31, 25 and 25
aircraft, respectively, over the year.

Established lessors sell aircraft for a number of reasons.
These include: to keep down the average age of the
portfolio; to make sure the portfolio is diversified; and to
ensure the portfolio is not overly exposed to a particular
lessee. Other reasons could be to generate a profit or
to ensure sufficient balance sheet capacity to do new
transactions with a particular lessee, where there is an
existing exposure.

“l think the value of aircraft has been pretty consistent,”
says Whelan. “You get a lot of buyers saying it’'s scarce
because the portfolios are coming out in packages from
those few larger lessors. It's the owners or investors with
high costs of capital who feel like they’re outpriced or that
the lessors are looking for extras. The bottom end of the
market is finding it challenging staying relevant.” Whelan
adds that he cannot recall an instance where a portfolio that
has come on the market has not been sold.

American Airlines and Aeromexico Connect were the
most traded underlying aircraft lessees, with 13 aircraft from
each being traded over the course of the year. Azul Linhas
Aereas and Flybe aircraft were also mobile, with 12 and 10
units being traded respectively.

Irish lessors made the most aquisitions, taking 180 aircraft
over the course of the year. US lessors were the second
most active, acquiring 126 aircraft over the year. The data
suggests that Chinese lessors were surprisingly quiet,
acquiring only nine aircraft between September 2016 and
September 2017. Some trades from Chinese lessors were
made through their companies’ Irish headquarters — for
example, with Avolon, Accipiter and Goshawk. But there
was little activity from other Chinese lessors such as CDB
Leasing, Bocomm Leasing and ICBC Financial Leasing.

US-based lessors were the biggest sellers over the
year, selling 217 units. Irish lessors sold 89 aircraft, while
Dutch lessors, mainly consisting of AerCap, sold 52 aircraft.

Boeing trades

Type Model Number
Boeing 737-800 77
700 17
900/900ER 8
Boeing 737 Classic 22
Boeing 777-200/300-ER 1"
Boeing 767-300-ER 7
Boeing 747-400/400F 4
Boeing 757-200 4
Boeing 787-8 2
Grand Total 152
Airbus trades
Type Model Number
Airbus A320/neo 88
Airbus A319 36
Airbus A321-100 26
Airbus A330-200/300 41
Grand Total 191

Chinese and Japanese lessors were not active sellers,
shifting eight and two aircraft respectively. SMBC Aviation
Capital’'s Weiss says: “The Chinese lessors have been
growing their fleets and hence have not prioritised sales.

| expect that will change as they seek to actively manage
their portfolios in line with more established lessors. We
have also seen some Chinese lessors being more active

in the sale-and-leaseback market and hence they have
deployed their capital in this fashion as opposed to actively
buying in the secondary market.

“Chinese money is focused on long-term yields. They are
looking at the encumbered value of the assets and for as
long an income stream and revenue window as possible,
so that’s why they’ve got their orderbooks. They have lower
expectations on returns for the new deliveries that were
anticipated years back,” says Whelan.

He adds: “Aside from dealing with their orderbooks in
trying to place their own aircraft, they’re more conservative
in trying to buy secondary assets because they’re focusing
on longer leases. There aren’t as many longer leases out
there as there were before. Most don’t want to do six years
or eight years; they want 10 years or 12 years, so they are
focusing on that. But they are buying some portfolios and
they are paying the appropriate prices to win those deals.”

Weiss is positive about the outlook for aircraft trading,
saying the market is “still very attractive” to investors who
are comfortable with the risk-adjusted return that the
aviation sector offers. He adds that he is seeing appetite
from most major regions, including Asia, Europe, the Middle
East and the US.

“In the absence of a major external shock to the sector,
| feel that the market will continue to attract investment as
investors are persuaded by the sound fundamentals of the
sector” A
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Airfinance Journal Analysis:

How will AFIC impact the market?

Jack Dutton explores the implications of the new insurance product and whether it
is likely to have a material impact on the market.

ob Morin, the managing director and transaction and

business development leader of Aircraft Finance
Insurance Consortium (AFIC), indicated at the 20th Annual
Global Airfinance Conference in Dublin in January 2018
that he expected the consortium to have a significant
impact on the aviation finance market in years to come.

Responding to a question from Airfinance Journal about
how many aircraft he expects AFIC to finance this year,
he said: “I'll defer to Boeing’s aircraft finance outlook that
was issued in December, which says that they thought the
insurance industry could provide as much as 5% financing
in 2018 — about the same level as the export credit
industry. “If you put that in Boeing terms, they’ve delivered
roughly 750 aircraft... do the math... and that’s roughly 35
to 40 aircraft,” he adds.

The project has been an ambitious one, and Morin
expects its momentum significantly to gather pace. AFIC
has financed 16 aircraft since its launch in June 2017,
amounting to more than $1.5 billion in assets. Nine of
the aircraft were funded by commercial banks and the
other seven — which include six Boeing 737 Max aircraft
and a 747-8 Freighter — were financed through private
placements arranged by Greensill Capital.

In a similar way to Morin’s former employer, the now
dormant Ex-Im Bank, AFIC looks to bring new avenues of
capital into aircraft finance and attract investors that have
not typically invested in aircraft before.

“When I'm talking about incremental funding for the
industry, those investors probably would have never been
involved in aircraft financing yet they funded six 737 Max
plus one 747-8F aircraft and that really was incremental
funding for the industry,” he adds.

One of the biggest investors in Ex-Im-guaranteed bonds
was Federal Home Loan Bank of Omaha, which before the
arrival of the product, had never invested in aircraft. Morin
sees new investors such as Federal Home Loan Bank of
Omaha investing into aircraft through AFIC.

“These aren’t the John Hancocks or the Met Lifes who
have been buying EETCs [enhanced equipment trust
certificates] for the last 30 years; these are other buckets
of funds within these very large institutions who will now
look at an aircraft deal because of the highly rated panel
of insurers,” he says. However, some market observers are
less convinced by the potential of the new structure.

“l don’t really see AFIC taking off so much,” Ron
Scheinberg, senior transport attorney and shareholder at
Vedder Price, tells Airfinance Journal. “In an Ex-Im deal,
where you have one credit from the US government, with
AFIC you have several liability body insurers. You have to
do separate credit analysis on each, so it’s not anywhere
near as clean a structure from an analytical perspective.”

Although he believes there will be a limited role for
AFIC, saying that it will continue to close “a handful of
deals every year”, Scheinberg does not see it having a
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(43 Going forward, even if the export
credit agencies [ECAs] were full and
open for business, their utilisation
would be way down as well. L)

Ron Scheinberg, senior transport attorney and
shareholder, Vedder Price

significant impact in the market.

“I see it more as some slight option in financing.
Because of the robustness of the bank market and hunger
for yield, | don’t see a huge need for this product to begin
with,” he says.

“Going forward, even if the export credit agencies
[ECAs] were full and open for business, their utilisation
would be way down as well — if you put them in the same
bucket | just don’t see it being hugely active. It will be
active, but | don’t see it as a game changer or a big piece
of the market.” He expects Airbus to produce a competing
insurance product for Boeing.

Duncan Batchelor, Norton Rose Fulbright’s global head
of aviation, believes AFIC will be in the market long term,
deeming it “a positive development” for aviation finance
that widens the availability of credit support for aircraft
deliveries.

He believes that the arrival of AFIC shows that the
market has become more sophisticated and innovative
when financing aircraft.

“The AFIC insurers have stated their intention to
continue to grow their portfolio of aircraft and airline
customers, and this is occurring against a backdrop of
increased interest from the insurance market in aircraft
finance more generally. Even if (or when) ECA finance
increases, the insurers have stated that they intend to
continue with AFIC. This makes sense when viewed from
a risk diversification perspective, as insurers will want to
build up a diverse portfolio of airlines and credits.”

Despite this, Batchelor says that much of AFIC’s activity
will depend on the availability of commercial debt and
ECA financing, as well as insurers’ views of different airline
credits, which may not align with banks’ views.

“These factors will affect pricing in the market which
will, in turn, determine whether the pricing of the AFIC
insurance product (a combination of the debt margin plus
the insurance premium) is seen as competitive by airline or
lessor borrowers.”

The status of the US and European ECAs may be the
determining factor of AFIC’s long-term success. Although
it is generally not seen as a direct replacement for ECA
funding, some market sources believe if the ECAs do re-
open, it may be harder to market the product. A
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Airfinance Journal Analysis:

Airbus to hit market with Balthazar

The European original equipment manufacturer is looking to match its US rival’s

AFIC offering.

Airbus is in the market with an insurance-guaranteed
structure, dubbed project Balthazar, for financing
Airbus aircraft.

The European manufacturer and aircraft broker Marsh is
expected, this year, to co-launch Balthazar, an insurance-
guaranteed product designed for bank and investors that
fund new aircraft purchases from Airbus.

Airfinance Journal understands that an insurance policy
is almost in place and that a transaction could materialise
in the second half of 2018.

Clifford Chance will be the law firm overseeing the
Balthazar transactions, say sources. Under the insurance
policy drafted, insurance companies will have a minimum
A- rating.

Insurance companies will be agreed by the banks, and
Airbus is expected to participate in the risk cover of each
transaction. It is not clear if the Airbus coverage, believed
to be minimal, will be on the junior tranche or on a pari-
passu basis.

Airfinance Journal understands that Balthazar pricing
will be on the export credit agencies benchmark with
100% cover. The loan to values is expected to be below
85%. The insurance-guaranteed structure will also not be
exclusively US dollar denominated but would accept the
Euros currency for some transactions.

Five insurance companies

Balthazar provides an alternative aircraft finance insurance
product for new aircraft deliveries and it is believed

that five insurance companies have been selected to
underwrite deals. Coface for Trade, Liberty Specialty
Markets, The Channel Syndicate, SCOR and XL Catrin will
form a consortium of insurance companies as the initial
underwriting panel to provide capacity for funding new
purchases from Airbus.

Balthazar will be a new way for insurers to support
aircraft financing and its insurers rely on commercial banks
to structure and negotiate a transaction.

The standard structure will be similar to Boeing'’s
insurance-guaranteed structure, but acceptable structures
include finance leases, Japanese operating lease with call
options and French tax leases.

Pre-agreements will be in place prior to banks
approaching customers with the product, say sources.
Those pre-agreements include insurance premiums,
policy wording and insurance term before the bank issues
a bid. But insurers’ agreements can be adaptable to
each financial institution and underlying transaction, add
sources.

Airbus is said to have launched a request for
proposals for a servicer that will manage the day-to-day
management of transactions as well as default scenarios
from clients. The servicer, which will act on behalf
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of the insurers, will also play a key role in facilitating
communication with banks.

Airlines have increasingly turned to less conventional
ways to finance aircraft, given the abundance of liquidity
in the market and that Boeing’s and Airbus’s export
credit agencies are unable to guarantee financing for
commercial deliveries.

Marsh launched insurance-guaranteed product Aircraft
Finance Insurance Consortium (AFIC) to fund new aircraft
purchases from Boeing in the second quarter of last year.
AFIC is underwritten by four insurance companies: Allianz,
AXIS Capital, Fidelis and Sompo International (formerly
Endurance).

Airbus hopes to complete at least one transaction this
year under its insurance-backed financing product.

At Airfinance Journal’s 18th Asia Pacific Airfinance
conference in Hong Kong in November 2017, Airbus’s vice-
president of customer finance, Christin Lodberg, said the
European manufacturer was working on a similar product
as AFIC for Boeing deliveries. “It is early days still, but we
hope to have it ready by early 2018.”

Lodberg added that the new Airbus product will be “an
addition” to export credit agency financing and will have
“attractive terms”.

Ex-Im reinsurance programme

In late March, the US Export-Import Bank (Ex-Im Bank)
launched a risk-sharing programme with private sector
reinsurers for its aircraft loan portfolio. The initiative
provides up to $1 billion in cumulative loss coverage for
each borrower in the lender's commercial aircraft portfolio,
says Ex-Im.

Ex-Im Bank worked with Aon Benfield, the global
reinsurance intermediary of Aon, to complete this $1 billion
reinsurance programme. Coverage is shared between the
bank and a group of 10 insurance companies led by XL
Catlin, Liberty Specialty Markets and Everest.

Ex-Im Bank says the programme is the largest public-
private risk-sharing arrangement for a US government
credit agency. The transaction represents the maximum
allowable coverage permitted under Ex-Im Bank’s charter
and fulfils its 2015 congressional reauthorisation mandate
to engage in risk sharing with the private sector to
minimise the bank’s and US taxpayers’ liability for potential
future losses.

“We are excited to announce this historic arrangement
with the private sector that protects Ex-Im Bank and
safeguards US taxpayers’ interests without requiring
additional funding,” said executive vice-president and
chief operating officer Jeffrey Goettman, who is serving as
Ex-Im Bank’s acting head of agency.

“Ex-Im is committed to a path of financial innovation and
risk sharing with the private sector,” he adds. A



Airfinance Journal Analysis:

Airbus backing will boost CSeries

Olivier Bonnassies speaks to seven appraisal firms about their outlook for aviation

finance this year.

AFJ: Which aircraft type saw the greatest recovery in
2017?

Rob Morris, global head of consultancy, Ascend:

Freighters, especially the 757, 767 and even the 747-400F/

SF! But passenger 757s, 767s and 737 classics also saw
upward movement due to demand for feedstock. Some
vintages saw improvements close to 20%.

Douglas Kelly, senior vice-president, asset valuations,
Avitas: The 767-300ER did very well due to a rebound in
the cargo market. Amazon Air [formerly Amazon Prime
Air] contracted to convert 40 767 passenger aircraft to
freighters through ATSG and Atlas Air for delivery in 2017
through 2018. This demand has kept passenger and
freighter values firm. Now, Boeing is being pressured

to restart production of the passenger 767 300ER and
increase production of the freighter.

Gueric Dechavanne, vice-president, Collateral
Verifications: Used A320s saw a great deal of value
recovery in 2017.

Mike Yeomans, head analyst, commercial aircraft and
leasing, IBA: The current-generation narrowbodies

have been performing strongly but | wouldn’t call that

a recovery. In the widebody market, | think the 787-9 is
performing well in terms of values at the moment and

we have seen some strong sale—and-leaseback pricing,
probably better than our earlier expectations of this
aircraft. Older 767-300ERs are sought after for passenger-
to-freighter [P2F] applications if they are suitable.

Olga Razzhivina, senior Istat appraiser, Oriel: There were
no huge upward value movements in 2017. There is an
increased demand for converted freighters with 767-
300ERs benefiting the most.

Which aircraft type was the most impacted in 2017?

Morris: 777-200ER (Rolls-Royce-powered), A340-500/-600
(yet again) and the Embraer ERJ family. All declined in the
30% to 40% region.

Kelly: The small regional jets such as the Bombardier
CRJ100/200s and ERJ135/ERJ145s. Values of the small
regional jets continued their downward slide as the
growing lease expirations contributed to the oversupply
of these aircraft. While there used to be a significant
premium for the ERJ145LR over the -ER model, now values
have converged so that there is little difference between
the models. Values for the A380s are beginning to slide as
owners struggle to find homes for the 10-year-old A380s
coming off lease from Singapore Airlines. The secondary
market potential for this large aircraft is looking bleak.

Dechavanne: 777-200s and older A330s continued to be
negatively impacted by the market environment.

Yeomans: Mid-life A330-200s — lease rates are poor, storage
and availability are high. Air Berlin and [Russian carrier]

Vim Airlines failures have not helped matters. Some aircraft
have been overhanging the market for a while. There is
compression in the values and lease rates across vintages.
Late noughties aircraft, such as those between 2008/2009,
are not much better than a 2000-built aircraft. As for the
Boeing 777-200ER — again, the Vim failure has not helped.
Storage levels are increasing; values are declining.

Stuart Rubin, principal, ICF: Perhaps a notable point

has been the performance of the 777-300ER, which now
appears to have raised market concerns, amplified by
recently announced production cuts, along with continuing
and growing concern over the A330-200 and 777-200ER
types. Of greater concern, however, is the performance of
the youthful Airbus A380 as early lease returns ensue, and
the very large aircraft sector in general.

Razzhivina: The 777-300ER was the biggest
disappointment to its investors. The issue is, the few returns
we have seen are only the beginning: the production ramp-
up of the type suggests there is a far bigger wave of returns
on its way. The A380 is also under strong pressure.

Which aircraft types are in oversupply and harder to place?

Morris: Larger widebodies, especially out of production or
soon-to-be out of production. From the popular types, the
777-200ER sticks out the most. Narrowbodies are generally
better placed, with strength of overall demand supporting
placements of aircraft including those which exited Monarch
Airlines and Air Berlin late last year.

Kelly: Small regional jets [see above]. Most of the older out-
of-production widebody types.

Rubin: A common concern for investors is that of aircraft
oversupply. In general terms, however, global load factors
are at near historic highs, orderbooks are strong, and
aircraft storage and retirement rates at a relatively low
level. Largely, OEM [original equipment manufacturer]
production is aligned to demand growth, which remains
strong, particularly in emerging markets. That said, as
noted by ICF for the widebody sector, large and very large
aircraft types in particular are proving difficult to place, while
older current-generation narrowbodies are proving more
problematic to remarket at acceptable lease rates.
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Dechavanne: ERJ145s and CRJ200s, A319s, A330-200s,
A340s, 747s and 777-200ERs.

Yeomans: There is still some oversupply in the ATR72-500
market; however, IBA predicts this market will strengthen
through 2018. A330-200 and 777-200/-200ER markets are
oversupplied. All 737-300, MD82, 747-400, ERJ145, CRJ200
aircraft.

Oliver Stuart-Menteh, managing director, Fintech Aviation
Services: The A319 and 737-700 market is currently
oversupplied, though with the release of the -700 freighter
programme, there will be renewed demand for a select
number of aircraft. Aircraft can be purchased or leased at a
price but often the rates on offer will not satisfy the financial
requirements of the owner and transactions become
stalled. Widebody aircraft such as the A380, 777-200

and the 50-seat regional jets such as the ERJ145 are also
extremely difficult to place.

Razzhivina: Practically anything with two aisles in it. Even
sales of new orders have slowed down significantly.

Is the outlook for the CSeries more bullish now the Airbus
agreement is in place?

Morris: In a word yes. Marketing and in-service support
from Airbus makes the aircraft a more attractive proposition
than previously, and witness recent commitment conversion
to firm orders which supports this.

Rubin: If it passes regulatory muster, ICF believes the
fortunes of the CSeries programme have received a real
boost with Airbus’s announcement that it will take a majority
stake in the programme. Operators, financiers and other
investors will have gained confidence in the financial
underpinnings of the programme, and Bombardier will now
have access to Airbus’s customer base and global supplier
support network, while gaining production economies of
scale. While events have yet to play out fully, it appears that
Bombardier will now be able to avoid punitive tariffs applied
by the US Department of Commerce by manufacturing the
CSeries at Airbus’s facility in Mobile, Alabama.

Yeomans: The CSeries programme should benefit from
Airbus’s backing. The technical ability of the aircraft is not

in question. The longevity of the programme, the US trade
dispute and whether it is competing in the right capacity
segment are the key questions. In IBA's view, the CSeries
can deliver the right operating costs and there is sufficient
market demand for this aircraft. It needs a broader operator
base to give some confidence to investors and Airbus could
really help in this regard. The next few weeks/months will
be key as we see how the dispute with the US plays out.

Stuart-Menteh: The support of Airbus will provide renewed
confidence to the marketplace; however, it should be
remembered that the targeted market is relatively small
compared with the 160- to 240-seat market. Demand

for large-scale orders will arise primarily as a result of

the phase out of older equipment rather than a dramatic
expansion of the market. With a significant amount of
potential demand located within the USA, minimising

any trade tariffs will be a key driver to ensuring that the
programme remains active.

Razzhivina: The Airbus involvement with the CSeries lends
more financial credibility to the programme; however, it
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does not make sales that much easier. It is a standalone
product and does not benefit from commonality with
the A320 family, at least for now. The programme still
needs another big order and a number of medium-size
commitments (10 to 20 aircraft) to gain momentum.

Are we likely to see more order deferrals? If so, what type
of airline is likely to defer?

Morris: If demand remains strong, there is no reason to
expect an increased level of deferrals or cancellations.

But if demand reduces significantly (albeit there are no
indicators that this will happen), then of course deferrals
will also likely increase. The airlines with the fastest-paced
growth and taking the most deliveries on a monthly basis
are the ones most likely to reshuffle their delivery schedule
in the event of growth slowing down.

Kelly: Yes, expect to see more widebody deferrals since
there seems to be too much supply in this market. We may
also see some narrowbody deferrals if any airlines get into
financial difficulty or there is a downturn in traffic. However,
we are expecting 2018 to be a strong year for traffic growth
as the world economy continues to climb higher.

Rubin: Operators of large widebody aircraft, such as
Emirates Airline and Etihad Airways, may be expected to
defer aircraft orders in a period of oversupply relative to
demand. Prudent airlines such as Jetblue Airways seeking
to reduce capital expenditure and improve return on
investment following over-ambitious growth plans have,
and are likely to continue to defer narrowbody orders in
the near term. Softening yields and increasing costs may
cause ambitious low-cost carrier [LCC] operators such

as Norwegian Air Shuttle to defer both narrowbody and
widebody aircraft to reduce operating costs and maintain
liquidity. Given the overall orderbook trend towards the
LCC sector, most deferrals are expected to emanate from
this sector.

Dechavanne: Yes, | believe airlines with larger orderbooks
will continue to take advantage of cheap lift from aircraft
on existing leases by extending them and thereby
deferring orders further out.

Yeomans: We are likely to see more widebody order
deferrals from the Middle East carriers. Traffic growth has
slowed and while capacity growth is being curbed to some
extent, we have seen falling load factors for the Middle
East carriers at the tail end of 2017. This points to carriers
pushing back more deliveries.

Stuart-Menteh: The economic picture across the globe

is imbalanced with revenue passenger kilometre growth
rates varying considerably across the regions, and airlines
are still adjusting forecasted capacity. The Middle East
carriers have witnessed a significant slowdown. Availability
of older aircraft being phased out of China, coupled with
attractive lease rates, are proving attractive to US flag
carriers who may have previously ordered from new.

Razzhivina: It appears that all kinds of airlines are
deferring their orders. Sometimes it is to do with the mix
of sizes and also with availability of cheap older aircraft
which do not lack in reliability. As long as oil prices remain
low, we are likely to see major airlines capitalising on the
used aircraft availability. A
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Chinese lessors opt for Jolcos

Chinese lessors are warming to the Jolco because they can obtain a high
percentage of financing and banks are often willing to lend higher LTVs on these
transactions, write Michael Allen and Mike Duff.

he Japanese operating lease (Jol) and Japanese
operating lease with call option (Jolco) markets
remained robust in 2017.

Airfinance Journal has compiled a survey of Jol
and Jolco transactions completed between 1 January
and 31 December 2017 to give a snapshot of the most
active players in those markets. The survey is based on
submissions from companies active in the Jol and Jolco
markets, as well as data already held by our powerful Deal
Tracker product.

Deal Tracker recorded a total of 66 Jol transactions
and 51 Jolcos in 2017, covering a total of 94 and 65
aircraft, respectively. More than 70% of the Jols were for
Airbus A320- and Boeing 737NG-family aircraft, though
the market also absorbed 24 widebodies. Narrowbodies
were also popular for Jolcos, but notably the 787-9 came
second in the ranking.

A number of A320neos, ATRs and Embraers were
also successfully financed. The credit quality generally
of lessees reflected Japanese investors’ traditionally low
threshold for lessee credit risk. Three Chinese leasing
companies — CCB Financial Leasing, CMB Financial
Leasing and China Aircraft Leasing (CALC) — also used
Jolcos to fund operating leases to their airline clients.

“The main Chinese lessors are also using such products
as a key funding source for their new acquisitions,” says
Thierry Pierson, managing director at Asset Brok’Air,
adding that this gives them additional flexibility in their
portfolio management.

Pierson’s company, which established a permanent base
in Japan last year, completed a Jolco transaction in 2017
for China Aircraft Leasing (CALC), a Hong Kong-based
lessor with partial mainland Chinese ownership.

At Airfinance Journal's 6th Annual Japan Airfinance
Conference in April 2017, CALC’s managing director,
finance, Christian McCormick said the Jolco product has
aided the growth of CALC’s international fleet.

For its aircraft leased into China, CALC can obtain
virtually 100% financing because the Chinese banks “look
at CALC and the airlines as very high-quality corporate
risk” and are willing to lend “very high” loan-to-values
(LTVs) to CALC, to achieve 100% financing for the
internationally leased aircraft CALC needs to find equity,
he said.

“One great source of equity is Jolco equity,” said
McCormick, adding: “For us, it tops up whatever the banks
would not be prepared to do, so we do achieve nearly
100% financing — sometimes 100% financing.”

Robert Melson, a partner at K&L Gates, which came first
among law firms in the survey, says: “In 2017, we continued
to see new lessee credits enter the Jolco market to satisfy

2017 Jol/Jolco league tables
Top type-model

Jol transactions

Rank Type-model No. of a/c
1 Boeing 737-800 22
2 Airbus A320 19
3 Airbus A321 17
4 Airbus A330-300 8
5 Boeing 737-900ER 5
5= Boeing 787-9 5
7 Boeing 777-300ER 4
7= Airbus A330-200 4
9 Boeing 737-900 3
9= Airbus A350-900 3
1 Boeing 787-8 2
12 Embraer E190-100STD 1
12= Airbus A319 1

Total 94

Source: Airfinance Journal’s Deal Tracker, deals closed 1 January — 31 December 2017

Jolco transactions

Rank Type-model No. of a/c
1 Boeing 737-800 18
2 Boeing 787-9 9
3 Airbus A320neo 8
4 Embraer E175-200LR 5)
4= Airbus A320-200 5
6 Airbus A350-900 4
6= Airbus A321-200 4
6= Boeing 777-300ER 4
6= Boeing 737-700 4
10 Embraer E175-200STD 3
10= ATR72-600 3
12 Embraer E190-100STD 2
12= Airbus A330-300 2
12= Boeing 737Max 8 2
15 Boeing 777-200LRF 1
15= Boeing 787-8 1
15= Airbus A330-200F 1
15= Embraer E190-100LR 1

Total 77

Source: Airfinance Journal’s Deal Tracker, deals closed 1 January — 31 December 2017
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Top overall arrangers

Jol transactions

Jolco transactions

Rank Overall arranger No. of deals Rank Overall arranger No. of deals
1 SMBC 6 1 CA-CIB 14
2 MUFG 4 | 2 SMBC 2
2= DVB Bank 4 3 MUFG 8
- — 4 Asset Brok'Air 3

4 Sumitomo Mitsui Trust Bank 2 4= Veling 3
4= Credit Industriel et Commercial 2 5 Credit Industriel et Commercial 2
4= Commonwealth Bank of Australia 2 5= DVB Bank 2
4= PK Airfinance 2 5= Sumitomo Mitsui Trust Bank 2
p NTT Fi 5 5= Natixis 2
= inance 5= BNP Paribas 2
8 Others 8 n Others "

Top debt arrangers

Jol transactions

Jolco transactions

Rank Debt arranger No. of deals Rank Debt arranger No. of deals
1 SMBC 6 1 CA-CIB 14
1= MUFG 6 2 SMBC 10
3 Sumitomo Mitsui Trust Bank 5 3 MUFG 9
3= DVB Bank 5 4 BNP Paribas 4
5 National Australia Bank 4 4= Credit Industriel et Commercial 4
6 Commonwealth Bank of Australia 2 5 AEUD S
6= Australia and New Zealand Banking Group 2 6= Development Bank of Japan 3

6= Korea Development Bank 3
6= Credit Industriel et Commercial 2 6= Veling 3
6= BNP Paribas 2 9 Sumitomo Mitsui Trust Bank 2
6= PK Airfinance 2 9= National Australia Bank 2
n Others 9 il Others 15

Top equity arrangers

Jol transactions

Jolco transactions

Rank Equity arranger No. of deals Rank  Equity arranger No. of deals
1 NBB 16 1 NBB 10
2 JP Lease 10 2 SMFL 8
3 SMFL 8 3 Veling 3
4 ORIX Bank 5 4 Yamasa 2
5 FPG AIM 4 4= CA-CIB 2
6 Others 2 4= Fuyo General Lease 2
4= Mitsubishi UFJ Lease & Finance 2

Source: Airfinance Journal’s Deal Tracker, dedils closed 1January — 31 December 2017 8 Others 7

the increasing demand from Japanese equity investors for
Jolco transactions.

“We also saw the use of more mezzanine/junior debt
in Jolco transactions in 2017. We expect both trends to
continue for 2018 based on the transactions for which we
have received instructions from our clients.”

Some new airline names include Jet2.com, a UK-
based low-cost carrier that serves primarily European
holiday destinations. The carrier is unlikely to be a
household name for the Japanese travelling public or
the small- and medium-sized enterprise investors in
Jolcos, but our survey sees this 737 and 757 operator
surpass established Jolco users KLM, SAS, Lufthansa and
Emirates to take the position of top lessee by number of
aircraft.

O
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Pierson says the Jolco market is “still very competitive
for traditional players, but the market trend is also to open
more — largely Jolco — solutions to new names [airlines
and lessors], and/or new asset classes”.

Simon Collins, a partner at White & Case, which came
fifth among law firms in the survey, says that equity
demand is “probably stronger than I've ever seen it on the
Jolco side”.

He adds: “My impression as a whole is a lot of
deals are getting done. There’s a lot of new names. |
think, traditionally, people only thought of the Jolco as
something for tier-1 airlines with routes to Japan.”

He says White & Case completed Jolcos for Avianca
and Copa Airlines, despite neither airline having routes to
Tokyo.
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“The Avianca deal was extremely interesting because
Avianca required the aircraft to be FAA registered and
we were able to do that using a head-lease/sub-lease
structure, which may have some impact in terms of being
able to structure more deals into the US,” says Collins.

That deal, according to White & Case’s survey
submission form, was for a 787-8 aircraft that delivered to
Avianca on 31 October 2017. Development Bank of Japan,
NordLB and SMBC provided debt, while FPG provided
the Japanese equity. Collins adds that banks will say that
pricing is sharpening, but that is “true across the board
— that’s not just Jolco”. The leading overall arranger for
Jolcos was CA-CIB followed by SMBC and MUFG while in
the Jol market SMBC, DVB and MUFG led the way. Three
of the four Australian trading banks were active in debt
arranging for both Jols and Jolcos.

The identity of equity arrangers is more difficult to
determine as the Japanese leasing companies generally
prefer as little disclosure about their deals as possible.

Nevertheless we identified almost all of the Jol equity
arrangers which showed NBB, JP Lease, SMFL, ORIX and
FPG AIM leading the way. For Jolcos we have identified
almost half of the equity arrangers. NBB also comes on top
of that league table, followed by SMFL. A

Top lessees by number of aircraft

Jol transactions

Top law firms

Jol/Jolco transactions

Rank Law firm No. of deals
1 K&L Gates 54
2 Clifford Chance 32
3 Norton Rose Fulbright 12
4 Nishimura & Asahi 8
5 White & Case 7
6 Dentons 6
7 Vedder Price 4
7= Watson Farley & Williams 4
9 Allen & Overy 3
10 Pillsbury 2
10= Debevoise & Plimpton 2
10= DLA Piper 2
10= Berwin Leighton Paisner 2
10= Matheson 2
18 Others 3

Source: Airfinance Journal’s Deal Tracker, deals closed 1 January — 31 December 2017

Jolco transactions

Rank Lessee No. of a/c Rank Lessee No. of a/c
1 Norwegian 13 1 Jet2 9
2 Cathay Pacific 7 2 KLM 7
- . 2= SAS 7

3 Wizz Air 6
4 Lufthansa 6
4 KCkd = 5 Air Canada 4
4= Cebu Pacific 4 5= Copa Airlines 4
6 Emirates 3 5= Emirates 4
6= Easyjet 3 8 CCB Financial Leasing 3
6= Air France 3 8= Alr France 3
8= Garuda 3

9 B Is Airli 2
russels Alrines n China Aircraft Leasing 2
9= Vueling 2 1= American Airlines 2
9= Hawaiian Airlines 2 1n= Hong Kong Express Airways 2
9= THY Turkish 2 "= BoCom Leasing 2
o= Garuda 2 "= flydubai 2
1= Transavia 2

14 Others 4
n= Aer Lingus 2
Total %4 18 Others 13
Source: Airfinance Journal’s Deal Tracker, deals closed 1 January — 31 December 2017 Total 77

Others includes the confidential parties and lessees with a single aircraft
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Returns forge ahead

Airfinance Journal’s research shows that the leasing industry made a net income
of $5 billion in 2017, even excluding Avolon and the $1.3 billion of one-off tax
benefits reported by ALC and ACG.

Figure 1 - Financial years ending in

$bn/FYE 2012 2013 2014 2015 2016 2017"
Revenue in survey 10.8 13.5 127 17.0 16.6 16.1
GECAS 5.3 5.3 5.2 5.3 5.3 5.1
Total revenue 1641 18.8 17.9 223 22.0 21.2
PP&E in survey 92.0 108.5 107.3 147 120.2 121.0
GECAS 36.2 349 306 343 318 301
Total assets 128.2 143.4 137.9 149.0 152.0 151.0
Net income in survey 1.6 1.0 27 3.2 3.2 3.6
GECAS 1.2 0.9 1.0 1.3 1.4 1.3
Total net income 2.8 1.9 37 4.6 4.6 4.8

!Excludes one-off tax benefits for ALC and ACG

irfinance Journal has collated and analysed the Figure 2 - Lease yield

financial statements for every lessor that has so far (Lease revenue/Average PP&F)
published its results for financial years ending in 2017. This
is a total of 16, including eight of the 10 largest lessors. The 16%

aggregate results are shown in Figure 1. 14%
We have included the few key figures for GECAS which 12% S ——
are available in the GE Annual Report. While there are 1o%

some discontinuities resulting from unavailability of financial
data for certain periods (e.g. we do not have access to the
Avolon financial statements for 2017) certain ratios and
indicators provide a good insight into the rude health of

the industry. All members of the sample are “pure” aircraft 2013 2014 2015 2016 2017
operating lessors with the exception of CDB Financial
Leasing which has a substantial portfolio of non-aircraft
financial leases. However, close to 100% of its operating
lease assets are aircraft.

These aggregate figures show that the industry 12%
generated net income of $4.8 billion in 2017, even without
counting Avolon and excluding $1.3 billion of one-off tax
benefits reported by ALC and ACG. As a reference, Avolon

Figure 3 - Return on average equity

and CIT Aerospace reported aggregate net income for o
2016 of $738 million so their inclusion would definitely have 4%
made 2017 a record year for the industry. The sample’s 2o
Property, Plant and Equipment was $151 billion for 2017. -
Much has been discussed about the wave of new 2013 2014 2015 2016 2017
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Figure 4 - Debt/equity
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Figure 5 - Finance cost/average debt
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Figure 6 - Debt structure
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money being invested in aircraft operating leases, bringing
pressure on lease rates. This may have occurred at the
margin and in emerging lessors who are not included

in the study: the aggregate values show that lease yield
for our sample of lessors as shown in Figure 2 held up

in 2017 at 12.4% and, more interestingly, return on equity
increased from 9.4% to 11 % (displayed in Figure 3).

One of the explanations for the higher ROE in our
sample is an increase in leverage from 2.7x to 3.4x as
shown in Figure 4 resulting from the exclusion of Avolon
and CIT (which had leverage of only 0.5x in 2015).
Another is a further slight decline in average interest
cost at 4.1%. A further efficiency was the enhanced scale
arising from consolidation: aggregate selling, general and
administration expenses declined from 7.4% of revenues
in 2016 to 6.7% in 2017 (and down from 91% as recently as
2014).

Debt structure showed a continuing trend towards
unsecured debt as shown in Figure 6. Unsecured debt as
a percentage of total debt has grown from 35% in 2013 to
60% in 2017.

The sample of lessors whose 2017 financials are included
in the study are:

AerCap, Air Lease Corporation, Aircastle, ALAFCO,
Amedeo, Air4 Plus, Avation, AviaAM, Aviation Capital, BOC
Aviation, CALC, CDB Leasing, DAE Aerospace, FLY Leasing,
GECAS (headline numbers only), MCAP Europe, Nordic
Aviation Capital, SMBC Aviation Capital. A

Overhead costs

Airfinance Journal has also taken a closer look at
overhead costs (selling, general and administration
expense) in the most recently published 2017 financial
statements. The ranking is shown below. The biggest
surprise is the wide range from a major lessor such

as BOC Aviation at an impressive low of 5.8% of
revenues to DAE Aerospace at 9.6%, where the
recently combined DAE/AWAS platform appears on the
expensive side. It is, however, only slightly worse than
Aircastle, FLY Leasing and SMBC Aviation Capital, all
of which incur most of their head office expenses in
Ireland.

Nordic Aviation Capital also comes in high at 10.2%,
presumably reflecting the costs of managing a huge
fleet of aircraft with relatively low average value.
Among the US lessors, ACG appears to have the most
efficient platform, closely followed by Air Lease Corp.
AerCap enjoys the benefit of scale.

CALC brings up the rear with a combination of
employee costs, business tax and surcharges, travel
and overhead contributing to its figure of 17.8%.

Lessor SG&A expenses as
% of revenue
AviaAM 1.6%
CDB Leasing 3.4%
Amedeo Air Four Plus Limited 3.5%
ALAFCO 5.6%
BOC Aviation 5.8%
Aviation Capital Group 6.7%
AerCap 6.9%
Air Lease Corp 7.3%
Avation PLC 7.9%
Aircastle 8.6%
FLY Leasing 8.7%
SMBC Aviation Capital 9.2%
DAE Aerospace 9.6%
Nordic Aviation Capital 10.2%
MCAP Europe Limited 14.9%
CALC 17.8%
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High-tech takes over

Geoff Hearn looks at the market for maintenance, repair and overhaul and finds

that new technology is driving demand.

he increasing role of engine, airframe and systems
providers, or original equipment manufacturers (OEMs)
as they are known, is seen by many industry observers
as the key trend in the commercial aircraft maintenance,
repair and overhaul (MRO) market. Whether this trend is a
good one for aircraft operators and owners is a matter of
some debate.

MRO spending increasing

The reason for the OEMSs’ interest is not hard to see.
The MRO market, driven by an airline industry that is
registering record profits, is worth more than $75 billion
a year, according to international consultancy ICF in its
recently released analysis of the industry.

Engine overhaul accounts for about 40% of the spend
and component maintenance a further 21%, with the
majority of the remainder accounted for by airframe
maintenance and modifications. ICF predicts the total
annual MRO figure will increase to about $118 billion by
the end of 2027 and to around $140 billion by 2037.

Airframes getting cheaper to maintain
There is good news for operators and owners when it
comes to airframe maintenance, because unit costs are
decreasing as manufacturers seek to reduce scheduled
tasks. Heavy maintenance, in particular, is benefiting from
increased intervals between major checks.

Another factor shaping the future of the MRO market
is the increasing importance of new-technology aircraft,
which are e-enabled (enabled to use the internet)
to provide enhanced capabilities for aircraft health
monitoring and management. ICF estimates the current
fleet of e-enabled aircraft to be around 30% of the total
fleet, but the consultancy expects this to rise to about
60% by the end of 2037. Another significant trend is the
increasing importance of the narrowbody market. Figures

published recently by the Oliver Wyman consultancy
estimate that single-aisle aircraft make up 57% of the
commercial aircraft fleet and account for 45% of MRO
spend. Widebody aircraft, although only making up 20%
of the current fleet, account for 44% of MRO expenditure
because they are more maintenance-intensive and

more complex. However, this looks set to change as

the narrowbody fleet grows and accounts for a greater
share of the total commercial aircraft fleet. Oliver Wyman
forecasts that narrowbody MRO spend will increase by
about $28 billion over the next 10 years, taking its share of
the total annual spend to around 55%.

According to ICF’s analysis, the next decade will see
airframe MRO demand migrate from older aircraft to
composite and more-electrical aircraft. Similarly, Oliver
Wyman forecasts that, by 2028, close to 30% of annual MRO
spend will be associated with aircraft built in the 2010s.

Newer aircraft have extended check intervals and
reduced labour-hour requirements, so this trend has
implications for MRO providers. A symbol of the trend to
new-technology aircraft is the A320neo C-check carried
out in April by Romanian MRO Aerostar. This was one of
the earliest Neo C-checks to be carried out worldwide and
the first to be done in Europe.

Early retirement less frequent
According to analysis by ICF, a reduction in the price of
aviation fuel from its peak level has led to a downturn
in the number of retirements of aircraft, which peaked
in 2012. The trend is a broadly positive one for MRO
suppliers because it implies that older airframes and
engines, which require more maintenance than younger
aircraft, remain in service longer.

There is, however, an impact on the availability of used
parts and materials, which help independent providers
to compete more effectively with OEMs. Operators and

i Aa TR R e e e

Romanian MRO Aerostar recently carried out the first European A320neo C-check
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owners benefited from lower material costs as retirements
increased, but these benefits are likely to decrease if
current retirement levels are maintained. Richard Brown,
principal, ICF, says: “The reduction in retirements has
caused a reduction in feedstock of in-demand aircraft

and engines with green-time remaining and [of] valuable
surplus parts. We continue to see intense competition for
part-out aircraft with an observation that some appear
willing to overpay for assets (perhaps due to impatient
private capital seeking a home).”

Engines getting more complicated

Engine OEMs have tended to be more involved in

the maintenance of their products than airframe
manufacturers and this involvement has increased as
engine technology has become more complex (see
Airfinance Journal, Guide to financing and investing in
engines 2018). The introduction of the latest generation of
narrowbody engines from CFM and Pratt & Whitney looks
likely to increase further the manufacturers’ participation in
the maintenance of their respective engines.

The key difference between engine and airframe
maintenance is that the cost of engine overhaul is
dominated by the cost of parts, whereas airframe
maintenance is labour-intensive. Estimates vary, but the
industry consensus is that about 80% of an engine overhaul
cost is attributable to the new parts required. Unlike
providers of heavy maintenance for airframes, engine shops
cannot compete by leveraging lower labour costs.

The role of surplus used parts is therefore even
more influential in engine overhaul than it is in airframe
maintenance. The engine manufacturers have largely
succeeded in precluding the use of non-OEM parts-
manufacturer approval (PMA) material, but the availability
and use of surplus parts is more difficult for them to control.
Despite the recent reduction in availability, the surplus parts
market is about five times larger than the PMA market.

Asia-Pacific is biggest market
Reflecting the growth in air transport in general, the
importance of Asia-Pacific to the MRO market is increasing.
The region already accounts for 31% of MRO spending,
according to ICF’s analysis, and this is set to grow to 38%
by 2027, states the company’s forecast. North America is
the second-largest market, accounting for 26% of current
spending, but this is set to reduce to 18% by 2037.

In addition to the inherent demand in the region,

Lufthansa Technik reports 5% sales growth

At its 2017 annual results briefing, Lufthansa Technik
announced its sales revenue grew by €260 million ($320.8
million) to €5.404 billion from the previous year’s €5.14
billion — a 5% increase.

The organisation, which has support contracts covering
about 20% of the world’s commercial aircraft fleet, is seen
by many as a barometer of the maintenance, repair and
overhaul market.

If this is the case, the signs are good. In addition to the
sales growth, the company achieved an adjusted earnings

industry estimates suggest that operators from outside
Asia-Pacific send one-quarter of their widebody heavy
airframe maintenance needs to the region. Some
observers doubt that MRO capability in the region can
be built up sufficiently to accommodate both types of
demand, meaning operators will have to look elsewhere
for their MRO needs, presenting opportunities in North
America, western Europe and Latin America.

The MRO demand generated by the boom in aircraft
deliveries in India has largely been met by providers
outside of the country, but there are efforts to ensure
more work is carried out domestically. For example, US
company AAR has entered a joint venture with Indamer
Aviation to set up a new MRO facility in Nagpur, which will
initially comprise of six narrowbody maintenance bays.

Everybody is talking about data
With the advent of e-enabled aircraft, there is widespread
consensus that access to the data they generate is key
to providing MRO services and to gaining market share.
There is little doubt that the importance of this access
provides the aircraft OEMs with significant competitive
advantage in their quest to increase their presence in the
MRO market. Engine manufacturers probably have the
economies of scale and market presence to maintain their
already strong presence, but whether component and
system manufacturers are able to maintain their presence
and direct support to operators is more questionable.
The increasing number of mergers, acquisitions and
partnerships in the MRO sector is at least in part driven
by the need to establish organisations capable of adding
value in the various aspects of data handling.

Financiers

Lessors and financiers are not the ideal customers for MROs
because their requirements tend to be, if not unpredictable,

sporadic. The majority of work is generated when leases are
transferred and bridging maintenance is required. The task
required can be difficult to predict, particularly if the aircraft
is moving between regulatory regimes.

Airlines that provide regular business are not only more
attractive in terms of potential labour-hours, but provide
the opportunity to build up relationships. Lessors risk
being viewed as secondary customers, but in a world
where the percentage of aircraft on lease continues to
increase, most MROs recognise that they need to build
relationships with the lessors and other financiers. A

before interest and taxes of €415 million, up from €411
million the previous year. Constanze Hufenbecher, chief
financial officer, attributes the success to high levels of
investment. “Since 2014, we have almost doubled our
annual investments to €233 million and we plan to pursue
this approach further,” she says.

The company’s focus on data is also a reflection of
wider trends in the industry and Hufenbecher stresses
that a significant amount of the investment is going to the
development of digital platforms and solutions.
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Manufacturers continue to
open new markets

Regional OEMs are finding new operators, worldwide, for their aircraft.

TR opened a number of new markets in 2017. The

Franco-ltalian manufacturer delivered to Iran Air,
opening up a new market with significant potential for
growth. ATR also delivered to Japan for the first time, with
Japan Air Commuter (JAC), and signed comeback deals in
the US with Silver Airways and with FedEx for brand new
freighters. ATR also inked landmark letters of intent with
Chinese carriers.

The manufacturer says more than 150 airlines opened
new routes all over the world last year, with ATRs offering
passengers more opportunities to connect for business
and leisure. Airlines in the asia-pacific region opened the
new routes of ATRs in 2017, though there was significant
growth in ATR networks on every continent.

Embraer says that its E-Jets are being used in several
business applications, not only regional, but also with
mainlines and low-cost carrier operations.

In 2017, the E-Jet family reached the milestone of more
than 1,400 aircraft delivered in the five continents, which
together, are serving more than 3,600 markets (240 more
markets than served in 2016) and accumulated more than
one billion passengers transported worldwide since the
first delivery back in 2004.

Bombardier says its operators are constantly launching
new routes or increasing frequencies with its aircraft. At
the same time, operators are on a quest for higher yields
and are closing less profitable routes. Some routes are
being up-gauged, other thinner routes are then being
served by regional aircraft and small single-aisle models.

Between 2016 and 2017, operators opened about
600 new routes, says the Canadian manufacturer, with
significant growth in China, Asia, India, Africa, Latin
America and the CIS.

ATR sees huge development potential in China and
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India. Even accounting for the recent sale of 50 aircraft to
Indigo, the manufacturer says there is still significant room
for further growth in India.

The turboprop manufacturer predicts that India will
need as many as 200 new turboprop aircraft in the next 10
years to match demand for development. In China, it sees
the need for 300 new aircraft before 2035, which would
lead to the creation of 800 new routes.

“This is a market where regional aircraft comprise only
2.3% of the entire fleet, while the global average is 25%.
Thus, China desperately needs effective regional air
connectivity and regional cargo to support its growing
regional economies. We have the aircraft with the perfect
economics to support Chinese operators to stimulate this
growth,” says Karine Guenan, ATR’s vice-president leasing,
asset management and freighter and customer and
structured finance.

China offers a huge potential for regional flying,
probably more around regional jets, argues Bombardier.

“If today the US regional system would be implemented
in China, some 1,000 additional regional jets would be
needed. We are at the beginning of a big change in China
where regional aviation is becoming the backbone of air
travel in the region,” says Bombardier Commercial Aircraft
senior vice-president of commercial Colin Bole.

Bombardier says North America and Europe are mainly
replacement markets. Growth opportunities exist in many
other regions, such as in Africa, where airlines realise
the need to strengthen their domestic and regional flying
before jumping to the operation of larger equipment.
Connectivity in this continent continues to grow and
airlines such as Ethiopian Airlines have become the
regional champions for many countries beyond Ethiopia.

In South Asia, there is a growing appetite for larger
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turboprops and the 90-seat Q400 has gained interest,
says Bombardier. In India, the Udan government initiative
to boost regional flying is driving interest from airlines
wishing to find the best compromise through high-density
equipment and low costs.

Latin America is also recovering from years of economic

downturn, says Bombardier, and new initiatives are
taking place to re-establish services, in particular in large
countries such as Brazil.

North America, and the US in particular, is another
market where ATR sees significant potential for its aircraft
where 400 routes have been lost in the past decade
because of the economic inefficiency of ageing aircraft.

“Silver Airways’ decision to introduce the ATR -600
series, following a deal with NAC, confirms their belief in
the economics of our aircraft. We believe that following
the entry into service of Silver Airways’ ATRs, other
operators will quickly realise the economic benefits to
be gained from our modern turboprops, so some of this
connectivity can be restored. Some 250 turboprops are
over 15 years old in the US,” says Guenan.

Bombardier notes fleet growth for many of its regional
aircraft operators in mature and emerging markets over
the past two years. The Canadian manufacturer says
PSA, Endeavor, Skywest, Air Georgian (which operates as
capacity purchase agreement operaters for Air Canada)
have grown in North America, while SAS, Lufthansa
Cityline and Air Nostrum have added aircraft in Europe.
Growth in other parts of the world includes China Express,
Cemair and Bolivian carrier Amaszonas.

Embraer says two meaningful examples of how E-Jets
have been successful serving regional markets are
companies such as Skywest, Horizon, Republic Airlines
and Mesa in the US. In Europe, KLM-Cityhopper has
replaced its entire Fokker fleet with E-Jets, enabling the
carrier to serve more cities, in more profitable markets,
such as London City (previously inaccessible to them).

“The E-Jets were also the pillar of network expansion
in airlines like Aeromexico, British Airways, Austral,
Colorful Guizhou, Japan Airlines and GX Airlines,” says
Embraer president and chief executive officer John
Slattery. Fewer airlines have increased their turboprop
fleets substantially over the past two years than their
regional jet fleets.

Iran Air has gone from having no ATRs to operating
eight in the space of one year. Braathens (BRA) is another
example of an operator that has progressively increased
its fleet, says ATR — the Swedish operator has nearly
doubled its fleet size to 13 ATR72s.

“What we have seen over the last two years is an
increase in new ATR operators, such as Iran Air, Indigo,
JAC, Mandarin Airlines, Eastern Airways or Air Senegal,
plus others, like Silver Airways, which will become new
operators soon,” says Guenan.

ATR says the ATR72-600 has a fuel burn advantage
of 40%, a trip cost advantage of 20% and a seat cost
advantage of 10% versus the Q400. “These figures clearly
show the economic benefits of the ATR and contribute
to the aircraft having the leading market share within
the regional aviation segment,” adds the European
manufacturer.

(%3 The Q400 has been made for
harsh environments: longer range,
heavy schedules, hot and high. With
more seats and extra productivity,
there is tremendous benetfits for
airlines. L)

Colin Bole, commercial aircraft senior vice-president of
commercial, Bombardier

Westjet Encore and Porter Airlines are prime examples
in North America for growth with Q400s, while in Europe
SAS, Aurora and Air Iceland Connect have added the Q
series. Notable additions include Spicejet and PAL Express
in Asia-Pacific and African carriers Ethiopian Airlines and
Cemair.

“The Q400 has been made for harsh environments:
longer range, heavy schedules, hot and high. With more
seats and extra productivity, there is tremendous benefits
for airlines,” says Bole.

The Canadian manufacturer adds that its Q400 has
the lowest cost/seat and highest productivity of any other
turboprop in the market. Combined, it says these two
factors offer incredible economic advantages.

Bombardier argues that the low-cost and dependability
of the CRJ series are what airlines appreciate the most.

“The CRJs are cheap to operate. Even the new
generation of re-engined regional jets cannot beat the
CRJ economics. It is also very reliable, which means high
utilisation. It offers piece of mind and, simply put, is a great
money-making machine,” says Bole.

“When we look specifically to the E175, it has around
5% lower operating costs when compared to the CRJ900,
represented mainly by the lower fuel burn as well as its
lower maintenance cost,” argues Embraer. “However, it has
multiple other advantages, like 25% more range, around
20% lower takeoff/landing field length and a superior cabin
comfort. Those advantages gave to the E175 the leadership
of 76-seats segment with more than 80% of the market
share in the United States and 70% worldwide.”
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Leasing potential

The lessor community finances about one-third of the
Embraer global fleet. “I believe that’s a solid percentage,”
says Slattery. AerCap, Aircastle and ICBC are the three
lessors that have committed to the E2 orderbook.

“Our strategy is clearly defined and we don’t believe
that you should have too many lessors with speculative
orders at any one time in our segment of the market. On
a mature basis, you probably want approximately 25%
of your delivery stream with lessors. For larger jets, that
percentage can be a little higher,” he says.

Embraer works with lessors closely as partners and its
sales force does not distinguish a new aircraft direct sale
versus supporting a lessor placement of a new aircraft,
says Slattery. “I believe we are somewhat unique in that
mindset and philosophy. It aligns Embraer’s interests
optimally with those of our lessor partners.”

He expects plenty of news in the next couple of quarters
on fleet placements by the lessors of the E2s as “we
cadence into final type certification in the coming weeks”.

Leasing is a key market for ATR, as proved by the
success of a series of speculative lessor placements since
201. The manufacturer sees lessors representing about
25% of its backlog, offering a well-balanced opportunity to
enter new markets while providing operational flexibility
and diversification to its operators.

“We also see future potential and interest from Asian
lessors, which will further support a breakthrough for ATR
sales in mainland China,” says Guenan.

Bole says North America and Europe are still the largest
regional markets in the world, despite a rising demand in
China. Bombardier sees great opportunities with leasing
companies. “We are working closely with lessors to
manage supply and demand responsibly to ensure long-
term value. As an example, less than 20% of the Q series
fleet is leased, whereas more than 30% of our competitors
fleet is leased,” he says. According to Bole, lease rate
factors in the large regional aircraft market (60 to 99 seats)
are holding up much better than in the large single-aisle
segment (150 to 220 seats).

“Availability of delivery positions for large single-aisle
aircraft are not until 2023 and beyond, so any leasing
company looking for near-term growth opportunities
should take a look at the regional market,” he adds.

’

Secondary market

In the secondary market, Bombardier’s products are
considered liquid and in demand and the manufacturer’s
pre-owned inventory is at an all-time low, says Bole.

“The Q400 is well distributed with two-thirds of the fleet
in mature markets with a growing footprint in Asia and
other developing regions. In 2017, only 2.8% of the fleet
was stored while our competitors were closer to 9%,” he
adds.

Between 2012 and 2017, 75 CRJs were sold outside
the US, with nine out of 12 operators based outside that
country.

Pre-owned Bombardier aircraft are also sought after by
regional cargo feeders and air cargo operators. More than
15 CRJ200 aircraft have been converted to either package
freighter (PF) or special freighters (SF). With vintages of
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(43 When we look specifically to
the E1/5, it has around 5% lower
operating costs when compared
to the CRJ900, represented mainly
by the lower fuel burn as well as its
lower maintenance cost. L)

Embraer

15 years and older entering the market, the Q400 PF
is also gaining strong interest, says Bole. Embraer has
been very successful in the secondary market, too. The
placement of pre-owned aircraft, as they naturally come
off lease from their first or second leases, allowed the
manufacturer to expand its operator footprint.
Slattery says about 2.5% of the fleet installed is
available for sale. “It is a pretty healthy level, but, in
the end, represents a unique advantage for Embraer to
look for new opportunities. In 2017, we added five new
operators to our customer base — Airlink, S7, Georgian
Airways, Buta Airways and Fastjet,” he adds.
Guenan says there are interesting opportunities
for ATR operators to use legacy aircraft for a variety
of operations. She says the ATR72-500s still retain
more than 50% of their original value after 10 years of
operations and offer competitive economics that will be
interesting to certain operators for passenger operations.
The ATR72-500 model is an excellent candidate for
passenger-to-freighter (P2F) conversions, she says.
“Furthermore, there are more than 300 ATRs which
are older than 20 years old, while in terms of feedstock
in the 10- to 20-year-old range, there are only 200 ATR
-500s. This does not account for other turboprops, which
would further emphasise this disparity between the used-
market supply and demand. We therefore expect to see a
strong demand for mid-age ATR -500s in the near future.”
ATR recently created a freighter, leasing and asset
management division that offers a one-stop-shop to
support the transition and acquisition of its aircraft on the
secondary market — using its market acumen to lessen
the financial impact on operators seeking this kind of
investment opportunity. A
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Airfinance Journal’s 201/ deals of the year awards

Airfinace Journal reveal the winners of our prestigious annual Global Awards and
China Awards, recognising the most innovative deals, individuals and teams in

aviation finance.

Aviation finance house of the year: Citi

his year marks the first time

Airfinance Journal has recognised
the aviation finance house of the year.
The award is for the financier that has
made the biggest contribution to the
industry over the year. Several top-tier
aviation banks submitted applications
for the award and deciding on a winner
was a difficult decision for the judges.

Citi wins this year for finding a
spectrum of financing solutions for its
clients and for being active in all the
key aircraft financing markets. The US-
based bank was involved in $65 billion
of aviation sector transactions over the
course of 2017, including $23.7 billion
of bank debt, $32 billion of debt capital
markets, EETCs ($3.5 billion), asset-
backed securitisations ($2.4 billion),
equity ($2.2 billion), and M&A ($708
million).

Not only did the bank support airlines,
it also financed many leasing companies
and airports, including a $4 billion
financing for Mexico city airport.

“We are most proud of the depth and
breadth of our business with the airlines

The Citi team, collecting their award

and aircraft lessors around the world.
Given our unique global footprint, with
branches in over 100 countries, we have
close client relationships locally,” said
Thomas Hollahan, managing director
and Citigroup’s global aviation industry
head.

“Through these relationships, we
offer our clients the full suite of debt and
equity products as well as best-in-class
strategic advisory services. In all of
these markets Citi is ranked number one
or close to number one.”

Hollahan says this is the result of the
bank’s close client relationships and its

strong product positioning in the $65
billion of financing Citi raised for the
industry in 2017.

“We are very proud that we have now
moved to humber one in the league
tables for EETCs, to go along with
our historically dominant positions in
other markets such as airline IPOs and
airline and aircraft lessor unsecured
public debt. We are also proud of
our leadership position in arranging
syndicated bank revolving credit
agreements for airlines and airline
lessors on a global basis, most recently
with the Cathay deal,” he says.

The $350 million Cathay used aircraft
revolving credit facility (RCF) was the
first secured RCF for an Asian carrier.
Despite the average vintage of target
aircraft being approximately 22 years,
the deal was successfully distributed
— with $500 million in commitments
from over 10 financial institutions. The
secured RCF structure has been used
on a flexible pool of vintage aircraft for
other airlines, including British Airways
and Virgin Atlantic. A

Lessor of the year: Avolon

volon has been a major player in the

merger and acquisition field over
the past few years and its $10.4 billion
acquisition of CIT Aerospace propelled
the HNA-owned lessor to the top of the
leasing table.

CIT Aerospace also helped to balance
Dublin-based Avolon’s portfolio, 40% of
which previously operated in Asia (not
including China). Post-merger that share
has dropped to 28%, while Avolon’s
North American allocation has risen to
19% from 9%. The proportion of aircraft
operating in Europe, Latin America and
China remains broadly stable at 21%,
13% and 8%, respectively.

At closing of the merger (April 2017),
the new entity served 149 customers
in 62 countries with approximately
one-third of in-service aircraft leased
into each of the Americas, EMEA and
Asia-Pacific regions, providing balanced
geographic exposure.

The benefits of the acquisition of
CIT’s aircraft leasing business were
reflected in Avolon’s 2017 figures,
which saw full-year net profit increase
by almost 60% to $550 million. Avolon
posted revenue of $2.37 billion for 2017,
up from $1.04 billion in 2016.

By the end of 2017, Avolon’s owned,
managed and committed fleet had more
than doubled to 908 aircraft. During the
12-month period, Avolon sold 44 aircraft
and received 107 aircraft, including the
delivery of 45 new aircraft.

“We are a stronger and more
strategically relevant business than at
any time in our history. We have the
team, the balance sheet and the aircraft
orderbook to deliver for our customers
and all our stakeholders in 2018 and
beyond,” said Avolon’s chief executive
officer, Démhnal Slattery, at the time.

Avolon raised $14.9 billion of total
debt and equity capital, including $9.75

billion of debt raised in the public capital
markets, during 2017. It had $15.7 billion
future contracted rental cash flows at
year-end.

The lessor closed the year with
$5 billion in cash and undrawn credit
to protect it from any fallout from its
Chinese parent’s difficulties.

Last year Avolon also secured an
investment grade rating from Kroll
Bond Rating Agency. The rating agency
assigned an issuer rating of BBB+ and
a senior unsecured debt rating of BBB
to Avolon. The outlook on the ratings is
stable.

The rating agency said the BBB+
issuer rating of Avolon reflects the
strength of the company’s leading
market position, seasoned management
team, young and in-demand fleet, focus
on lowering and maintaining relatively
low leverage, as well as a staggered
and diversified funding profile. A
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M&A deal of the year: GECAS sidecar vehicle

Einn Volant Aircraft
Leasing

Caisse de dépbt et
placement du Québec (CDPQ) and
GECAS created a $2 billion aircraft
financing platform. CDPQ provided
90% of the equity, GECAS 10%

$2 billion

Airbus A320s and
Boeing 737s

A&L Goodbody,

Irish counsel to GECAS. Clifford
Chance, US counsel to GECAS.
Milbank Tweed Hadley & McCloy, US
counsel to CDPQ. Walkers, Dublin,
Irish counsel to CDPQ

Goldman Sachs and Bank of
America Merrill Lynch advised GECAS
on the transaction. E&Y provided tax
advice

August 2016

November 2017

ECAS’ $2 billion sidecar vehicle,

Einn Volant Aircraft Leasing (EVAL),
a joint venture with Canada’s second
largest pension fund manager, Caisse

de dépot et placement du Québec
(CDPQ), wins Airfinance Journal’s 2017
M&A deal of the year award.

The EVAL platform is an innovative
venture that provides GECAS with the
flexibility to finance future growth while
serving as an entry point for CDPQ
into the aircraft leasing and financing
industry. “This platform will provide
financing solutions to airlines to help
support the growth of their fleet and
answer essential industry needs. The
high-quality aircraft will be chosen for
their ability to withstand short-term
cyclicality in a sector underpinned by
strong long-term growth drivers,” said
Michael Sabia, president and chief
executive officer of CDPQ, when the deal
first hit the market.

“Through this platform, CDPQ’s stable

capital and GECAS’ extensive expertise
and network will combine to identify
the best opportunities globally. Working
with world-class operators such as GE
is a fundamental part of our investment
strategy, and this announcement is

yet another example of this strategy in
action.”

Goldman Sachs and Bank of America
Merrill Lynch advised GECAS on the
transaction. EVAL will buy and lease
back modern fuel-efficient aircraft from
a diverse set of global airlines under
long-term leases.

GECAS will source the transactions
and, under certain conditions, will invest
in aircraft ownership opportunities
alongside the platform to further align its
interests with those of EVAL. GECAS will
also act as servicer for the platform. A

Best airline of the year: Delta Air Lines

elta Air Lines beat strong competition

from its US competitors to win the
Airline of the year award for 2017. The
award was based on return on invested
capital (ROIC) as recorded by The Airline
Analyst (TAA). TAA includes financial
data for more than 200 airlines, with
more being added all the time.

As can be seen from the chart, the
top four ROIC performers were all US
airlines. Ryanair came fifth as the top
non-US carrier, followed by British
Airways and Japan Airlines.

Delta has worked towards ROIC
goals for many years, using a disciplined
cost structure and balanced capital
deployment. The success of this
strategy contributed to its investment
grade rating in 2016. Delta has now
returned $10 billion and repurchased
approximately 16% of the outstanding
shares of the company while reducing
debt by $9 billion. Ebit (earnings before
interest and tax) margin in the meantime
has doubled from 71% in 2012 to 14.2%
in 2017.

The airlines in the chart represent
the cream of the crop, although it is

noticeable how fast airline returns drop
away to single digits, which questions
whether all of the top 25 — and the
wider market — are earning returns in
excess of their cost-of-capital.

Notably under-represented in the chart

are airlines from the fast-growing Asia-

Pacific market and from Latin America.
Nevertheless, Delta clearly generated
positive shareholder value and is to
be congratulated on an outstanding

achievement. We will see if any of 2017’s
challengers can up their game and run

Delta even closer in 2018. A

Return on total capital 2017 - Top 25
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Airline treasury team of the year: Gol Linhas Aereas

razilian carrier Gol Linhas Aereas

won the prize this year as investors
bought into the company’s turnaround
story.

In July 2016, Gol carried out a
distressed debt exchange under which
investors holding $41 million of its
2022s agreed to swap their bonds for
just $70 of cash and $380 of new 9.5%
2021s per $1,000 exchanged. Holders
of other Gol bonds took similarly hefty
haircuts, though the take-up on the
exchange was low across the curve.

Eighteen months later, the Brazilian
real had stabilised and the economy had
exited its worst recession. Furthermore,
Gol went through a restructuring that
included cutting routes, negotiating with
lessors to return 20 aircraft, and selling
other jets.

With market conditions as strong as
most bankers had seen, Gol — still rated
Caa3/CCC+/B but with an upgrade from
S&P imminent — was thus able to issue
its largest-ever deal at its lowest-ever

yield in December 2017.

Gol was looking to price at least $350
million of new bonds, but left open
the option to increase the size. After
receiving $1.35 billion of orders, the
company was able to bring guidance
in to 7.375% before launching a $500
million deal at 7.25%.

The transaction was followed by an
additional $150 million issuance at 7% in
January 2018.

Last year Gol was upgraded by all
three major rating agencies.

Fitch and S&P raised its credit rating
twice, ending the year at ‘B’, stable
outlook, and ‘B-, positive outlook,
respectively. In December, Moody’s
upgraded Gol’s corporate credit rating
by four notches to ‘B2’, stable outlook.

This was clear evidence that the
market begun to acknowledge Gol’s
improved credit profile.

Last December Gol also managed to
buy back two-thirds of its 8.875% senior
notes due in 2022.

By the offer’s deadline on 6
December, subsidiary Gol Finance
had received valid tenders for $185
million of the notes from an aggregate
principal amount of almost $277 million.
The tender offer was launched on 27
November, with note holders offered
$1,065 for each $1,000 principal amount
of notes, plus accrued interest.

Gol Finance engaged Credit Suisse
Securities (USA); Merrill Lynch; Morgan
Stanley; and BCP Securities to act as the
dealer managers.

In 2017 Gol’s Ebitdar margin was an
impressive 23%, up from 21.7% in 2016.

The balance sheet continued to
strengthen: adjusted net debt was 6x
the last 12 months’ Ebitdar in the fourth
quarter of 2017, compared with 7.5x in
2016.

At 31 December 2017, total liquidity,
including cash, financial investments,
restricted cash and accounts receivable,
totalled R$3.2 billion ($912 million), an
increase of 66% from a year earlier. A

Lessor treasury team of the year: AerCap

year after being upgraded to

investment grade rating by two
rating agencies, operating lessor
AerCap secured the third and final major
rating agency, Moody’s, as investment
grade rating last year.

During 2017, the lessor continued
its strategy to diversify financing and
issued on the unsecured basis, via its
subsidiaries, a total of $3 billion of new
debt in three transactions with different
terms.

The January $600 million five-year
senior unsecured notes priced at
3.5% while the July 10-year $1 billion
unsecured notes priced at 3.65%.
Another 10-year transaction raised
$400 million in new debt. In November
another $800 million unsecured
transaction priced at 3.5% with an eight-
year term.

“We continue to lengthen the
average tenor of our debt. Our last four
unsecured bond deals raised $3 billion
at attractive rates with a five-year, a
seven-year and two 10-year maturities,”
said chief executive officer Aengus Kelly.
AerCap also re-priced more favourably
several deals in 2017.

It upsized and extended its $3 billion
unsecured revolving credit facility. The
new facility, which has an accordion

feature permitting increases to a
maximum size of $4 billion, totalled
$3.75 billion in February and included a
four-year revolving period to February
2021.

The interest rate was reduced by
0.5 percentage points to a base rate of
Libor plus a margin of 1.5%. That facility
was again upsized to $3.895 billion in
September.

In December 2017, the amount
available under its AIG revolving credit
facility was reduced to $200 million
from $500 million and the maturity of
the facility was extended by six months
to October 2019.

During the year AerCap also
extensively continued its shares
repurchase programme with its board
of directors approving more than $1.1
billion in share repurchases.

AerCap maintained a very strong
liquidity position. At the end of the
year, available liquidity totalled $9.6
billion and combined with the lessor’s
operating cash flows, total existing

sources of liquidity stood at $12.8 billion.

This represented 1.4 times AerCap’s
cash needs over the next 12 months and
cover at least 1.2x of its debt maturities
and contracted capital requirements for
the next 12 months.

AerCap’s debt was $28.4 billion as of
31 December, 2017 and its adjusted debt
to equity ratio was 2.8 to 1.

The lessor’s net spread was 9% for
the year. In addition to the decrease
in average age, the other factor that
impacted its net spread for the full year
was the increase in its average cost of
debt from 3.7% to 3.9% as the lessor
continued to issue new longer-term
bonds that replaced expiring shorter-
term ILFC notes.

2017 was another year of strong
operating and financial performance for
the company. It completed 402 aircraft
transactions, more than one a day.
AerCap improved the quality of its fleet
by selling $2.4 billion of mid-life and
older aircraft, and taking delivery of 58
new aircraft.

The Aercap treasury team was led by
Paul Rofe, who retired on 31 December
2017.

“Paul has played a key role in the
success of AerCap, including the ILFC
acquisition and the raising of over $50
billion of funding during his tenure from
a wide range of financial institutions
and investors. We thank him for his
outstanding service and wish him
well in the future,” said AerCap’s chief
executive officer Aengus Kelly. A
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Aviation finance person of the year. Bob Morin — Marsh

he June 2017 departure of Robert

Morin from Export-Import Bank of
the United States (Ex-Im Bank) to join
Marsh and work on the Aircraft Finance
Insurance Consortium (AFIC) product was
not surprising: Ex-Im had been shut since
June 2015 and there was little hope that
the bank would resume its activity for
commercial aircraft transactions of more
than $10 million.

Moreover, it also announced the return
of Morin to his preferred activity: aircraft
financing.

Having joined Ex-Im in December
1992 as transportation division (the
predecessor of aircraft finance division)
counsel, he was named vice-president in
1998 and attracted a skilled team of loan
officers.

Morin has been involved in more
aircraft financings than anyone else in
the industry. During his time at Ex-Im,
the bank provided over $100 billion of
financing support for the export of more
than 2,000 commercial aircraft, business
aircraft and helicopters.

Morin, who served under five US
presidents during his time at Ex-Im, was
an architect of the government agency’s
aircraft financing programme.

He was instrumental in the design,
development and implementation of
many of Ex-Im Bank’s most successful
product and process innovations, some
of which became industry standards.
These include the Ex-Im Bank-
guaranteed bond programme, which has
enabled Ex-Im to access new sources of
funding under its guaranteed financing
programme.

Other innovative structures
engineered by Morin include SOAR
loans, jet-fuel indexed Ex-Im Bank-
guaranteed loans, rupee/dollar swapped
Ex-Im Bank Loans and certain capital
markets structures.

“Bob Morin is one of the most
knowledgeable, well-known and
respected professionals within the
aircraft finance industry,” said Ex-Im Bank
chairman and president Fred Hochberg
in 2014.

His next challenge is to oversee
the expansion of AFIC, an insurance-
guaranteed product launched by Marsh
and designed for bank and capital
market investors that fund new aircraft
purchases from Boeing.

AFIC provides an alternative financing
product for new aircraft deliveries

el
Bob Morin and Kostya Zolutusky,
managing director at Boeing L

and is underwritten by four insurance
companies: Allianz; AXIS Capital; Fidelis;
and Sompo International (formerly
Endurance). The insurance protects

the lender’s exposure to default for

the duration of the loan. The terms of
this insurance can be tailored to the
individual purchase agreement made
between Boeing, an airline, and its
financiers.

Morin is Airfinance Journal’s person of
the year for closing more than $1 billion
of AFIC guaranteed aircraft financings in
its first year of operation.

After financing Boeing aircraft for most
of his life, could Morin support Airbus
aircraft soon? A

Lifetime achievement award:; Scott Scherer

cott Scherer is the winner of

Airfinance Journal's lifetime
achievement award for his dedication
to the aviation finance sector and
notably the Cape Town Treaty, which
is intended to standardise transactions
involving movable property on the
international stage.

Scherer helped to found the Aviation
Working Group (AWG), an international
industry organisation dedicated to
developing policies and regulations to
facilitate advanced aviation financing.
Under Scherer’s leadership as co-
chairman, the AWG led a successful
effort to develop and ratify the Cape
Town Treaty. The treaty seeks to reduce
risks for creditors and, consequently,
the borrowing costs for debtors, by
reducing legal uncertainty.

Previously Scherer led an industry
coalition in successful efforts to amend
Section 1110 of the US Bankruptcy Code
to improve the ability of US airlines to
raise aircraft financing.

He also played a leading role in
negotiating a new Aircraft Sector

[ S5t 21
Scott Scherer and Kostya Zolutusky .

Understanding (ASU) agreement. This
international agreement establishes the
terms and conditions that export credit
agencies offer in support of the sale of
their respective countries’ aircraft.

Scherer most recently served as the
senior executive focused on policy and
regulatory strategies associated with
the aircraft financing mission of Boeing
Capital Corporation (BCC). He was
responsible for arranging, structuring
and providing financing solutions to
customers of Boeing products. He was
appointed to this position in December
20009.

104

Airfinance Annual « 2018/2019)

In the role, Scherer developed
and oversaw BCC's interactions with
industry and government stakeholders
regarding the laws, rules, regulations
and policies that shape aircraft
financing’s infrastructure.

Previously Scherer had served as vice-
president and general manager for BCC'’s
Aircraft Financial Services organisation,
a position he held since early 2000,
laying the groundwork for much of the
company’s current success with aircraft
financing infrastructure matters.

Before that role, he was vice-
president of customer financing
for Boeing. Previously, he served
as director - finance and business
management for Boeing’s 737/757
programmes and as assistant treasurer
— customer financing. Scherer has
worked in the customer financing
sphere since 1977.

Scherer holds a bachelor’s degree in
economics from Texas A&M University.
He also participated in the business
administration programme at Seattle
University. A
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Best new chinese leasing entrant of the year
2017: CMIG Aviation Capital

MIG Aviation Capital (CMIG AC),

a subsidiary of China Minsheng
Investment, impressed our judging
panel with its rapid growth over a short
period of time.

From the day its business licence
was obtained in April 2017 until the
end of 2017, CMIG AC’s team had less
than eight months to win mandates for
more than 30 aircraft. At year-end, it
had closed deals for 18 of them worth
over $1.1 billion, according to the lessor’s
Inaugural China Awards application.

The company ended 2017 with a
balance sheet of more than $1.4 billion,
comprising mostly aircraft on operating
lease via both offshore and onshore
structures, the fastest-ever growth
achieved by a new Chinese lessor. Its
portfolio comprised 18 aircraft leased
to 11 airlines in eight countries with an
average age of 2.6 years, and with
average effective lease term of over
nine years.

Each of the 18 aircraft is financed by
a combination of equity and third-party

debt, with long-term debt accounting
for more than 80%. The lessor has
been exploring new forms of financing,
notably in the Korean market. In early
2018, CMIG Aviation Capital tapped two
Korean banks for the financing of an
Airbus A330-300 on lease to Sichuan
Airlines, about $100 million. CMIG
Aviation Capital’s chief executive officer,
Peter Gao, says his company saw plenty
of appetite in the Korean market and so
decided to spend a significant amount
of time last year working with Korean
investors.

“We are talking to more Korean
investors about how we can raise money

for our aircraft deliveries,” he says.

He adds that Korean investors typically
choose top-tier names such as Emirates
Airline or Singapore Airlines, but CMIG
Aviation Capital won them over to Sichuan
Airlines by doing a lot of work with them
together to make them comfortable to
accept the credit of Sichuan.

Gao says: “They felt happy about
that, and the next step might be: are
they willing to accept more different
names in the Korean market? That’s the
main reason we go to Korea so often:
because we believe they have appetite,
they have money and they just need to
learn more lessons, in a good way.” A

The CMIG Aviation Capital team, collecting their award

Chinese lessor of the year 2017: CDB Aviation

DB Aviation has undergone a

transformation since chief executive
officer Peter Chang took the helm in
January 2017.

The wholly owned Irish subsidiary
of China Development Bank Financial
Leasing is “built on a strong, secure
and resourceful financial foundation”,
according to the company’s submission
for the Inaugural China Awards.

“CDB Aviation is a customer-centric,
relationship-driven organisation where
an industry-leading team understands
an aircraft lease is not simply a single
transaction of an airplane lease,

[but] rather an engagement and
understanding recognising airlines’ fleet
needs are specific and ever-changing.”

In 2017, CDB Aviation executed
transactions for 162 aircraft, including
deliveries of 38 new aircraft to 15
airlines in nine countries. It sold 19
aircraft and placed orders for 105
new aircraft, including 45 Airbus
A320neo-family aircraft, 52 Boeing
737 Max aircraft and eight 787s. At
the end of 2017, its fleet comprised
215 owned and managed aircraft on

operating or finance leases, as well as
184 committed aircraft in its forward
orderbook with Airbus and Boeing.

Speaking to Airfinance Journal on
7 May, Chang said that, in January
2018, when he was last interviewed
by Airfinance Journal everything was
“conceptual”.

“There were a lot of inspirations and
visions and things without real material
substance. It was just a hope and
wish list. Since that time, we have now
achieved almost all of the important
pieces and have clear sight on our next
objectives,” he adds.

Chang says CDB Aviation’s
headcount has now reached 94, which
includes senior executives appointed
to head its Americas and Asia-Pacific
teams. Its legal department has grown
from one to seven lawyers.

Chang says that the goals of 2018 are
“less tangible” than last year, and that
2017 was about “survival”.

“It’s kind of like Swiss Family
Robinson. When they got stranded on
the beach, the first order of the day is
to build a house with a roof. So we’ve

passed that: we have our roof, we have
our team.

“The second year is not as tangible,
but it’s just as important, if not more
important, and that has to do with
making sure that we put the people with
the right skill set in the right places. I've
found that’s tougher than it sounds. In
the end, we will succeed because of our
ingenuity and teamwork.”

CDB Aviation boosted its operating
lease business in 2017 vis-a-vis its
finance lease business. A filing by the
lessor’s listed parent, CDB Leasing,
shows finance lease income dropping
1.2% to Rmb224 million ($36 million)
in 2017 from Rmb227 million in 2016.
However, operating lease income for
aircraft leasing rose 10.1% in 2017, with
CDB Leasing reporting Rmb5.76 billion
in operating lease income last year,
compared with Rmb5.23 billion in 2016.

CDB Leasing says this is primarily
because of an expansion of the scale of
aircraft for operating lease in light of the
expansion of aircraft leasing business
by the group and the stable gross lease
yield of aircraft leasing business”. A
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Top rated Chinese airline of the year 2017: Spring Airlines

pring Airlines, which has its

headquarters in Shanghai, was the
first low-cost carrier in China. It was
launched in July 2005 and closed its
initial public offering (IPO) in January
2015. As of 18 May 2018, the airline had
a market capitalisation of Rmb33 billion
($4.3 billion). Its fleet size numbers
79 aircraft with an average age of 3.8
years. Load factor has been above 90%
since at least 2011.

The airline also has a subsidiary
in Japan. It partnered with Japanese
investors in 2011 and established Spring
Airlines Japan with a 33% stake. In 2013,
Spring Airlines Japan received approval
from Japanese aviation authorities
and started operations in August 2014
with a fleet of four Boeing 737-800s. In
December 2014, the airline increased its
stake in Spring Airlines Japan to 48%.
As of 31 December 2017, Spring Airlines
held a 34% stake in Spring Airlines
Japan. The current operating fleet
comprises six 737-800s.
Spring Airlines is a 63% subsidiary

of Shanghai Spring International Travel
Service, the largest private travel
company in China. Based at Honggiao

International airport, the airline provides
services to more than 90 destinations
in mainland China, Taiwan, South Korea,
Thailand and Japan.

Last year’s revenue grew 30%
to Rmb11 billion and earnings
before interest, taxes, depreciation,
amortisation, and restructuring or rent
costs (Ebitdar) to Rmb2.4 billion. Ebitdar
margin was a commendable 21.8%,
though lower than the record level of
28.9% achieved in 2015. Spring’s fixed
charge cover was 2.3 times. As of 31
December 2017, its unrestricted cash
balance was Rmb4.3 billion, or 39% of
the total revenues, enough to cover
5.5 months of Ebitdar expenses and
aircraft rental. Leverage as measured by
adjusted net debt to Ebitdar improved
to 4.6 times from 5.3 times in fiscal year
2016. Net income was Rmb1.3 billion
and return on equity was 16%.

Because of its high ratings across
five key parameters — average fleet
age, Ebitdar margin, fixed charge cover,
liquidity and leverage — Spring Airlines
is the highest-rated Chinese airline in
Airfinance Journal’s Financial Ratings
for 2017. In an interview with Airfinance

Journal, its deputy general manager,
investment and finance department,
Tian Chao, says a lot of factors
contributed to these results.

Chao says that travel demand has
been growing continually in recent
years, noting that the THAAD (terminal
high altitude area defence) dispute
between South Korea and China, which
reduced travel demand between the
countries in 2016, got much better in
2017, especially in the second half.

Chao says Spring Airlines moved
some aircraft from Asia-Pacific routes
into the Chinese domestic market.

“Besides the traditionally hot flights
from Beijing, Shanghai, Guangzhou,
Shenzhen and Chengdu, also last year
we developed a certain amount of
flights in the middle and western parts
of China. That covers quite a number of
second- and third-tier cities,” he says.

Chao says Spring Airlines continues
to add aircraft.

Spring Airlines chairman Wang Yu
says this will help the airline capitalise
on China’s increasing domestic and
regional demand for leisure and
business air travel. A

Aviation woman of the year 2017 in China: Li Ling, Bocomm Leasing

Bocomm Leasing’s global head of
aviation, Li Ling, was chosen as
Airfinance Journal’s Aviation Woman of
the Year in China based on voting by
three industry judges.

Li, who is the first recipient of the
award, graduated from Shanghai
Jiaotong University in 2000 with
a master’s degree in management
science and a dual-bachelor’s degree
in international finance and computer
science. That year, she joined Shanghai
Airlines and was later promoted
to general manager of the airline’s
planning division, becoming the
youngest general manager of fleet
planning among Chinese airlines.

She describes her role at Shanghai
Airlines as challenging because the
planning division had numerous
responsibilities. “Normally, in Chinese
airlines, the planning division is in
charge of planning the type, number
and schedule of aircraft introduction,
purchasing aircraft, the operating lease
of aircraft and getting governmental
approval, and the finance division is
in charge of the financing of aircraft
and arranging hedging for interest and
currency risk, so it is split,” she says.

Li Ling, global head of aviation,
Bocomm Leasing

A

“At Shanghai Airlines, our division was
in charge of planning, getting approval,
purchasing, leasing, configuring,
financing and hedging. Everything
needed to be arranged by us.”

In 2010, Li joined Bocomm Leasing to
lead the aviation division, which marked
the beginning of the rapid development
of the company’s aviation leasing
business. In the same year, Bocomm
Leasing successfully operated the first
aircraft-leasing project in the Shanghai
Free Trade Zone (FTZ), and began
operations in Ireland the following year.

Under Li’s leadership, Bocomm
Leasing’s team has achieved a series
of breakthroughs, including: the first
aircraft leasing project in the Shanghai
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FTZ; the first operating leasing project
from the Tianjin Airbus production

line in the free-trade zone; the first
domestic yen- and euro-denominated
leasing project; aircraft delivery from

its own orderbook; aircraft trade-out;
vintage aircraft leasing; aircraft freighter
conversion; third-party aircraft leasing;
and US dollar and euro fundraising.

Li says that while China offers equal
opportunities for women and men in
aviation finance, sometimes women can
utilise their unique skill sets.

“Introducing aircraft is a big deal
with many details which can affect the
final result, and sometimes women are
more careful than men. | think that’s
why in the very early stage of my career
| was noticed by my leaders as | tried
to understand more,” says Li. “Later, |
was given more responsibilities, which
increased my professionalism and
leadership.”

Asked for her advice for more junior
Chinese women looking to succeed in
the aviation finance industry, Li says not
to put emphasis on gender differences.

“Just work hard, learn more and think
more. It's a very interesting industry and
you need to have passion,” she says. A
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A&L Goodbody
Website: www.algoodbody.com
Activities: Corporate law: Mergers and Acquisitions; Banking

and Financial services; Asset Management & Investment Funds;

Fintech, Corporate Governance; Insurance; Corporate Tax;
Employment, Pensions and benefits; EU and Competition law;
Commercial Property; and Dispute Resolution.

Address: International Financial Services Centre, North Wall
Quay, Dublin 1, Ireland

Contact: Catherine Duffy

Job title: Chairman of A&L Goodbody, Partner and Head of
Aviation & Transport Finance.

Email: cduffy@algoodbody.com

Tel: +353 16492244

Abdullah Chan & Co
Website: http://www.abdullahchan.my

Activities: Aviation & Aerospace, Banking & Finance, Mergers &

Acquisition, Real Estate
Address: 31st Floor, UBN Tower, (letterbox 107), 10 Jalan P.
Ramlee, 50250 Kuala Lumpur, Malaysia

Contacts:

Shelina Razaly Wahi

Job title: Partner

Email: shelina@abdullahchan.my
Tel: +603 2035 6883

Vincent Chan Siew Onn

Job title: Partner

Email: vincent@abdullahchan.my
Tel: +603 2035 6883

ABL Aviation

Website: www.ablaviation.com

Activities: Aircraft Leasing

Address: 33 Fitzwilliam Street Upper, Dublin 2, Ireland

Contacts:

Ali Ben Lmadani

Job title: CEO

Email: ali.b@ablcorporation.com
Tel: +353 1 5710211

Anas Bounahmidi
Job title: Head of Technical
Email: anas.b@ablaviation.com

Accipiter

Website: https://www.accipiter.aero/index.php

Activities: Aircraft Leasing

Address: 28-29 Sir John Rogerson’s Quay, Dublin 2, Ireland
Contact: Lukasz Pawlowski

Job title: Vice President Risk

Email: lukasz.pawlowski@accipiter.aero

ACI Aviation Consulting

Website: www.aciaviation.com

Activities: Appraisals, Consulting, Expert Witness, Technical
Representation

Address: 568 Waterloo Road, Suite 102, Warrenton, Virginia
20186, USA

Contacts:

Wes Romaine

Job title: Vice President

Email: wromaine@aciaviation.com
Tel: +1 540 428 4388

Quentin Brasie

Job title: President & CEO
Email: gbrasie@aciaviation.com
Tel: +1 540 428 4388

Bob Cowgill

Job title: Managing Director
Email: bcowgill@aciaviation.com
Tel: +1 540 428 4388

Acumen Aviation
Website: https://acumenaviation.ie
Activities: Aircraft Asset Management

Address: Canal House, Northumberland Road, Dublin 4, Ireland

Contact: Jeremy Edwards

Job title: Chief Marketing Officer

Email: jeremy.edwards@acumenaviation.ie
Tel: +353 15677106

AEI

Website: www.aeronautical-engineers.com
Activities: Passenger-to-Freighter Conversions
Address: 7765 NW 54 Street / Miami, FL 33166, USA
Contact: Robert T. Convey

Job title: Senior Vice President Sales & Marketing
Email: rconvey@aeronautical-engineers.com

Tel: +1 818 406 3666

AELIS Group

Website: www.aelisgroup.com

Activities: Regional aircraft and Business aviation
Address: Namestie Slobody 24, Bratislava 81106, Slovakia

Contacts:

Philippe Lienard

Job title: CEO

Email: philippe.lienard@aelisgroup.com
Tel: +421 232 112 610

Veronika Vizvaryova

Job title: Office Manager

Email: Veronika.Vizvaryova@aelisgroup.com
Tel: +421 232 212 610
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AerCap

Website: www.aercap.com

Activities: Aircraft Leasing

Address: AerCap House, 65 St. Stephen’s Green, Dublin 2,
Ireland

Contact: Gillian Culhane

Job title: Vice President Corporate Communications
Email: gculhane@aercap.com

Tel: +353 16360945

Aergo Capital

Website: www.aergocapital.com

Activities: Aircraft Leasing & Finance
Address: 38 Wellington Road, Dublin 4, Ireland

Contacts:

Martin Browne

Job title: VP Commercial EMEA
Email: mbrowne@aergocapital.com
Tel: +353 87 643 2623

Sean O’Buachalla
Email: seanob@aergocapital.com
Tel: +62 811 992565

Nathan Riggs

Job title: SVP Commercial
Email: nriggs@aergocapital.com
Tel: +1 917 214 0663

Mark Sullivan

Job title: Marketing Manager
Email: msullivan@aergocapital.com
Tel: +353 86 330 9054

James Dwyer

Job title: Marketing Manager
Email: jdwyer@aergocapital.com
Tel: +353 87 6316301

Jerry Buhna

Job title: Market Support Manager
Email: jpuhna@aergocapital.com
Tel: +353 87 3414388

Cian Brennan

Job title: Marketing Manager
Email: cbrennan@aergocapital.com
Tel: +353 86 736 7362

AerMoon

Website: aermoon.com

Activities: Airliner aircraft Leasing, Aircraft Trading and
management.

Address: Multiple locations United Kingdom and United States

Contact: James Moon

Job title: Founder & CEO
Email: jmoon@aermoon.com
Tel: +44 7534 165 816

Aerocardal

Website: www.aerocardal.com

Activities: Corporate Aviation

Address: Diego Barros Ortiz 2065 Pudahuel AMB, Chile
Contact: Alejandro Vega Irribarra

Job title: CFO

Email: alejandrovega@aerocardal.com

Tel: +56 223777438

AeroCentury Corp.
Website: www.aerocentury.com
Activities: Leasing and Finance

Address: 1440 Chapin Ave Ste 310, Burlingame, CA 94010, USA

Contacts:

Michael G. Magnusson

Job title: President

Email: michael.magnusson@aerocentury.com
Tel: +1 650 3401888

Frank J. Pegueros

Job title: Senior Vice President, Operations
Email: frank.pegueros@aerocentury.com
Tel: +1 650 3401888

Aerotask FZCO

Website: www.aerotask.ae

Activities: Aviation Consultancy

Address: Dubai Airport Free Zone, Building 5EB, Office 247,
P.O.Box 371719, Dubai, United Arab Emirates

Contact: Rob Watts

Job title: CEO & VP Financial Solutions

Email: contact@aerotask.ae

Tel: +9714 250 0373
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Affinity Capital Exchange Air Tahiti
Website: www.afcx.co Website: www.airtahiti.pf
Activities: Institutional capital markets for Point-Backed Activities: Airline
Securities Address: BP 314 Papeete French Polynesia
Address: 1 Little West 12th Street, New York, NY 10014, USA Contact: Moana Caradec
Job title: CFO
Contacts: Email: moana.caradec@airtahiti.pf
Atanas Christov Tel: +689 40864380

Job title: President & CEO
Email: achristov@afcx.co

Tel: +1 646 8011223 Air Works India Engineering Private

Website: https://www.airworks.aero/
Irina Sadayo Activities: MRO and Related Services, Aircraft Finishing,
Job title: Managing Director Corporate Development Business Jet Management, & Lessor Engineering Services
Email: isadayo@afcx.co Address: 1st Floor, Kalyani House, Plot No.40, Sector-18,
Tel: +44 7717 480649 Gurgaon, Haryana, 122 001, India.

Contact: Vinu Jose
Job title: Deputy Manager - Mergers and Acquisition/Strategy
Air France-KLM Email: vinu.jose@airworks.in
Website: www.airfrancekim.com Tel: +91 97033 04488
Activities: Aviation
Address: 45 rue de Paris France

Contact: Aurelie Vandevooghel Airbus Bank

Job title: Senior Legal Counsel Website: www.airbusbank.com

Email: auvandevooghel@airfrancekim.com Activities: Aviation Finance

Tel: +33 141 56 00 00 Address: Karlstr. 7, 80333 Munich, Germany

Contact: Tom Dreckmanm
Job title: Head of Aerospace
Air Greenland Email: tom.dreckmann@airbusbank.com
Website: www.airgreenland.com Tel: +49 89 29014058 45
Activities: Airline
Address: Postbox 1012, Greenland

Contact: Mogens E. Jensen Aircraft Finance Germany GmbH

Job title: CFO Website: www.aircraftfinancegermany.com

Email: MJensen@airgreenland.gl Activities: Aircraft Trading

Tel: +299 343434 Address: Niedenau 13-19, Frankfurt am Main, Germany

Contact: Christian Nuehlen
Job title: Managing Director
Air Nostrum Email: info@aircraftfinancegermany.com
Website: www.airnostrum.es Tel: +49 69 76807099 12
Address: Spain
Contact: Carlos Taberner Gémez-Ferrer

Job title: Deputy CFO Aircraft Leasing and Management
Email: ctaberner@airnostrum.es Website: www.alm-lease.co.uk
Tel: +34 96 196 0217 Activities: Aicraft leasing, trading and advisory services

Address: 2 Maidenbower Office Park, Balcombe Road, Crawley,
West Sussex, RH10 7NN, UK

Air Senegal

Website: www.flyairsenegalsa.sn Contacts:

Activities: Airline Alan Robinson

Address: 9927, VDN Amitié Ill - BP 14 463 Dakar CD, Senegal Job title: Managing Director
Contact: Jerome Maillet Email: alanr@alm-lease.co.uk
Job title: Chief Strategy & Investment Officer Tel: +44 1293 872505

Email: jerome.maillet@airsenegalsa.sn

Tel: +22178 126 65 84 Roy Webber

Job title: Director Asset Management
Email: royw@alm-lease.co.uk
Tel: +44 1293 872500
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Air France AJW Group

Website: www.airfrance.fr Website: www.ajw-group.com

Activities: Airline Activities: Spare parts trading and leasing

Address: 45, Rue de Paris 95747 Roissy, CDG Cédex, France Address: Maydwell Avenue, Slinfold, RH13 OAS, UK

Contact: Patrick Halluin Contact: lan Malin

Job title: VP Fleet Transactions Job title: Chief Investment Officer

Email: pahalluin@airfrance.fr Email: ian@ajw-group.com

Tel: +33 14989 5391 Tel: +44 1917209 4166

Airlnsight Group Allegiant Air

Website: airinsight.com Website: allegiant.com

Activities: Media, Consulting, Analysis Activities: Airline

Address: 2937 Bartol Avenue, Baltimore MD 21209, USA Address: 1201 N. Town Center Drive, USA

Contact: Addison Schonland Contact: Robert Neal

Job title: Partner Job title: Vice President, Fleet & Corp. Finance

Email: aschonland@airinsight.com Email: robert.neal@allegiantair.com

Tel: +1 858 536 9900 Tel: +1702 419 6630

Airline Information Research Allen & Overy

Website: airlineinfo.com Website: www.allenovery.com/expertise/practices/finance/

Activities: Regulatory Information Pages/ asset-finance.aspx

Address: 3 Old House Circle, Okatie, SC 29909, USA Activities: Recognised as a world leading aviation practice

Contact: Frank Avent (Chambers UK & Global 2016 and Legal 500). The team advised

Job title: President banks, lessors, funds, airlines and arrangers on the full spectrum

Email: frank@airlineinfo.com of aviation transactions.

Tel: +1703 489 9801 Address: One Bishops Square, London, E1 6AD, UK
Contacts:

Airline Services Interiors Mario Jacovides

Website: www.airline-services-interiors.com Email: mario.jacovides@allenovery.com

Activities: Part 145, Part 21J & Part 21G Tel: +44 20 3088 0000

Address: Canberra House, Robeson Way, Manchester, M22 4SX,

UK Paul Nelson

Contact: Damian Protano Job title: Partner

Job title: Regional Sales Manager Tel: +44 20 3088 4631

Email: damian.protano@airline-services.com
Tel: +44 788 466 7165
Alliance Airlines
Website: www.allianceairlines.com.au

Airlines International Representation in Europe Activities: Specialising in Fokker70/100 Aircraft - operating,
Website: www.aire.aero leasing, sale and support services
Activities: Airline Association Address: 81 Pandanus Avenue Brisbane Airport Queensland
Address: Blvd. de La Cambre 36 - 4th Floor, Belgium 4008, Australia
Contact: Matt Hobson
Contacts: Job title: General Manager - Aviation Servuces
Sylviane Lust Email: mhobson@allianceairlines.com.au
Job title: Director General Tel: +6141488 5775

Email: sylviane.lust@aire.aero
Tel: +32 25461060
Alton Aviation Consultancy

Jane Ellis Website: www.AltonAviation.com

Job title: Office Administrator Activities: Strategy, commercial, technical, and financial

Email: jane.ellis@aire.aero consultancy for lessors, investors, and airlines.

Tel: +32 25461060 Address: 411 Fifth Avenue, Suite 801, New York, NY 10016, USA
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Contacts: Asia Pacific Aviation Leasing Group
John J. Mowry Website: http://www.apalg.com/m/index.html
Job title: Managing Director Address: Unit 603, 6/F, China Building, 29 Queen’s Road
Email: john.mowry@altonaviation.com Central, Hong Kong
Tel: +1 212 256 8477 Contact: Vincent Lee
Job title: Financial Controller
Laetitia Achille Email: vincent.lee@apalg.com

Job title: Managing Director

Email: laetitia.achille@altonaviation.com

Tel: +1 212 256 8476 ASL Aviation Holdings
Website: www.aslaviationholdings.com
Activities: Airlines, Support, Leasing

Enda Clarke Address: Aviation House, 3 Malahide Road, Swords, Co. Dublin,
Job title: Managing Director K67 PP52, Ireland

Email: enda.clarke@altonaviation.com Contact: Andrew Kelly

Tel: +353 1566 8933 Job title: Group Director Corporate Affairs

Email: akelly@aslaviationholdings.com
Tel: +353 1892 8100

AMBER International

Website: www.airfinance.com

Activities: Aviation and aviation infrastructure financing and Asset Brok’Air

leasing advisory services Website: www.assetbrokair.com

Address: 2255 Glades Road - Suite 255A, Boca Raton, FL Activities: JOLCO

33434, USA Address: 5 Bellevue Park, Blackrock, Co. Dublin Ireland
Contact: Arthur J. Bernstein

Job title: Managing Director Contacts:

Email: bernstein@airfinance.com Jean-Gaél Duboc

Tel: +1 561 9945522 Job title: Shareholder

Email: jgduboc@assetbrokair.com
Tel: +353 1254 4105

Appleby

Website: www.applebyglobal.com Camille Voisin

Activities: Offshore Job title: Managing Director

Address: 2206-19, Jardine House, 1 Connaught Place, Central Email: camille.voisin@assetbrokair.com
Hong Kong Tel: +353 1254 4106

Contacts: Thierry Pierson

Kezia Lightfoot Job title: Managing Director

Job title: Business Development & Marketing Manager Email: thierry.pierson@assetbrokair.com
Email: klightfoot@applebyglobal.com Tel: +4178 90 607 90

Tel: +852 29055743

Fiona Chan Astro Aircraft Leasing

Job title: Partner Website: www.astroleasing.com

Email: fchan@applebyglobal.com Activities: Advisory

Tel: +852 29055760 Address: Room 401B, Empire Centre, 68 Mody Road, Hong Kong
Contact: Johnny Lau
Job title: CEO

Asia Aviation Capital Email: johnny.lau@astroleasing.com

Activities: Leasing Tel: +852 2368 7200

Address: 6 Battery Road #29-04, Singapore, 049909
Contact: Petrina Lam

Job title: Marketing & Administration Manager Athene Asset Management
Email: petrinalam@aacapital.aero Website: www.athenelp.com
Tel: +65 6228 9490 Contact: Rahul Vishal Sinha

Job title: Structured Credit Investments
Email: rvishal@athenelp.com
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Atlantic Aviation Group

Website: www.atlanticaviation.ie www.atlanticaviationinstitute.ie
Activities: Part 145 MRO, Part 21 Design, Part M CAMO, Part 147
Training

Address: Shannon Airport, Shannon, Co Clare, Ireland

Contact: Richard Dorgan

Job title: Senior Marketing Executive

Email: rdorgan@atlanticaviation.ie

Tel: +353 6171 7719

Atlas Air Worldwide

Website: www.atlasair.com

Address: 2000 Westchester Avenue, USA
Contact: Michael Steen

Job title: EVP & Chief Commercial Officer
Email: Ihealy@atlasair.com

Tel: +1 914 701 8685

Automatic

Website: automaitc.cc

Activities: Aircraft Leasing and Trading

Address: 610 Crescent Executive Court, Suite 516, Lake Mary, FL
32746, USA

Contact: Samuel J. Thornton

Job title: Managing Director

Email: sthornton@automatic.cc

Tel: +1407 916 7777

Avation plc

Website: www.avation.net

Activities: Aircraft leasing

Address: 65 Kampong Bahru Road Singapore
Contact: Ashley Nicholas

Job title: Director, Corporate Finance

Email: ashley@avation.net

Tel: +65 9722 3755

Avianca Holdings

Website: www.avianca.com

Activities: Airline

Address: Av Calle 26 # 59-15 Colombia
Contact: Roberto Held

Job title: Chief Financial Officer

Email: roberto.held@avianca.com

Tel: +571 587 7700

Aviation Capital Group

Website: www.AviationCapital.com

Activities: Aircraft leasing-financing, aircraft trading, aircraft
management

Address: 840 Newport Center Drive, USA

Contacts:
Dave Vernon
Job title: Vice President Marketing

Email: david.vernon@aviationcapital.com
Tel: +1 949 463 5913

Gordon Grant

Job title: Vice President - Investor Relations
Email: gordon.grant@aviationcapital.com
Tel: +1 949 219 4664

Aviation Partners

Website: www.aviation-partners.co.uk

Activities: Aircraft /Engine Leasing, aircraft trading, Remarketing,
Finance, Management

Address: 118 Pall Mall, London, SW1Y 5ED, UK

Contact: Bill Cumberlidge

Job title: Managing Partner

Email: bill.cumberlidge@aviation-partners.co.uk

Tel: +44 774 761 4342

Avolon

Website: Avolon.aero

Activities: Aircraft Leasing

Address: Number One Ballsbridge,1 Shelbourne Road
Ballsbridge, Dublin 4 DO4 E7KS5, Ireland

Email: info@avolon.aero

Contact: Stephen Quinn

Job title: VP Trading

Email: squinn@avolon.aero

Tel: +353 1231 5819

Awery Aviation Software

Website: www.awery.aero

Activities: Aviation Software - Awery ERP System
Address: Al Jazeera Al Hamra 301, United Arab Emirates
Contact: Vitalii Smilianets

Job title: Founder and CEO

Email: vitaly@awery.aero

Tel: +971 50173 6044

Banco Santander, S.A. Hong Kong Branch

Website: https://www.santander.com

Activities: Finance and Leasing

Address: 10/F, IFC2, 8 Finance Street, Central, Hong Kong
Contact: Chris Phillips

Job title: Executive Director, Head of Asset Based Finance APAC
Email: cphillips@gruposantander.com

Tel: +852 2101 2614

Bank of China

Website: www.boc.cn

Activities: Commercial Banking

Address: 1 Fuxingmen Nei Street, P.R., China

Contacts:
Haitao Zheng
Job title: Head of Aviation Industry

K www.airfinancejournal.com 13




Email: zhenghaitao@bankofchina.com
Tel: +86 106 659 4341

Anran Lian
Job title: Relatonship Manager, Aviation Industry

Email: liananran@bankofchina.com
Tel: +86 106 659 3225

Wei Wang
Job title: Relationship Manager, Aviation Industry

Email: wangweil9@bankofchina.com
Tel: +86 106 659 6499

Bank of China

Activities: Banking

Address: 1 Lothbury, London EC2R 7DB, UK
Contact: Arnaud Fiscel

Job title: Head of Transportation

Email: arnaud.fiscel@bankofchina.com

Tel: +44 203 192 8370

Basch & Rameh
Website: www.baschrameh.com.br

Activities: Aviation, Aviation Finance, Regulatory, Litigation
Address: Rua da Consolacdo, 3741 - 13th floor- Cerqueira César -

Sao Paulo - SP, Brazil

Contacts:

Isabella Vilhena

Job title: Senior Associate

Email: isabella.vilhena@baschrameh.com.br
Tel: +55 11 3065 4455

Kenneth Basch

Job title: Partner

Email: ken.basch@baschrameh.com.br
Tel: +55 11 3065 4455

Renata Lezzi

Job title: Partner

Email: renata.iezzi@baschrameh.com.br
Tel: +55 11 3054 4455

Bermuda Civil Aviation Authority
Website: www.bcaa.bm

Activities: Aircraft Registry

Address: PO Box GE218, Bermuda
Contact: Keeva Douglas

Job title: Executive Assistant

Email: kdouglas@bcaa.bm

Tel: +1 441299 8624

Bird & Bird

Website: www.twobirds.com

Activities: Aviation

Address: 12 New Fetter Lane, London, EC4A 1JP, UK

Contacts:

Mr Jim Bell

Job title: Partner

Email: jim.bell@twobirds.com
Tel: +44 203 017 6595

Paul Briggs

Job title: Partner

Email: paul.briggs@twobirds.com
Tel: +44 207 905 6353

Marcus Pyke

Job title: Associate

Email: marcus.pyke@twobirds.com
Tel: +44 203 017 6955

Christine Somers

Job title: Associate

Email: christine.somers@twobirds.com
Tel: +44 203 017 6827

BNP Paribas

Website: www.bnpparibas.com

Activities: Aviation Finance and Investment Banking Services
Address: 787 Seventh Avenue, New York, NY 10019, USA
Contact: Robert Papas

Job title: Managing Director

Email: Robert.Papas@us.bnpparibas.com

Tel: +1 917 472 4879

Brampton Aviation Bureau Limited

Website: www.bramptonavia.com

Activities: Continuing airworthiness, technical and engineering
consulting, safety surveys, complicated reposessions
Address: Office 1, Kappadokias 9, Dasoupoli, 2028, Nicosia,
Cyprus

Contact: Sergei Shakhov

Job title: CEO

Email: ss@bramptonavia.com

Tel: +357 9677 6511

Bryan Cave Leighton Paisner LLP

Website: www.bclplaw.com

Activities: Asset Finance

Address: 9 Raffles Place 24-01, Republic Plaza, 048619,
Singapore

Contacts:

Simon Spells

Job title: Partner

Email: simon.spells@bclplaw.com
Tel: +65 6571 6623
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Colin Thaine

Job title: Consultant - Aviation Industry, Global Tutor
Email: colin.thaine@bclplaw.com

Tel: +65 6571 6653

Bryan Cave Leighton Paisner LLP

Website: www.bclplaw.com

Activities: Asset Finance

Address: 25th Floor, Dorset House, Taikoo Place, 979 King’s
Road, Quarry Bay, Hong Kong

Contacts:

William Ho

Job title: Partner

Email: william.ho@bclplaw.com
Tel: +852 3143 8489

Jackson Chow

Job title: Partner

Email: jackson.chow@bclplaw.com
Tel: +852 3143 8490

Bryan Cave Leighton Paisner LLP

Website: www.bclplaw.com

Activities: BCLP’s aviation practice focuses on equipment
manufacturing and procurement, finance, airline leasing and
maintenance operations and economic regulation.
Address: Adelaide House, London Bridge, EC4R 9HA, UK

Contacts:

Nigel Ward

Job title: Partner

Email: nigel.ward@bclplaw.com
Tel: +44 20 3400 3107

Rebecca Quayle

Job title: Associate Director

Email: rebecca.quayle@bclplaw.com
Tel: +44 20 3400 4006

Jamie Wiseman-Clarke

Job title: Partner

Email: jamie.wiseman-clarke@bclplaw.com
Tel: +44 20 3400 4813

Bufete M. Vega Penichet

Website: www.mvegapenichet.com

Activities: Aviation Finance, Regulatory, Litigation, Insolvency,
Repossesion, Taxes

Address: Calle de Alcald 115, 28009 Madrid, Spain

Contact: Luis Vega-Penichet

Job title: Partner

Email: lvp@mvegapenichet.com; mvp@mvegapenichet.com
Tel: +34 914315500

C&L Aviation Group
Website: www.cla.aero
Activities: Aircraft, aircraft engine sales and leasing, aircraft parts
sales and distribution, full aircraft MRO services, component
repair, aircraft paint and interior, avionics including ADS-B
solutions

Address: 40 Wyoming Ave, USA

Contact: Pat Lemieux

Job title: Director of Marketing

Email: pat.l@cla.aero

Tel: +1 207 217 6050

Carbon

Website: www.carbon60global.com

Activities: Recruitment, Training, Fixed Price work

Address: Delme one, Delme Place, Cams Hall Estate, Fareham,
Hants PO16 8UX United Kingdom

Contact: Jenna Beard

Job title: Aviation Sales Manager

Email: Jenna.Beard@carbon60global.com

Tel: +44 777 249 2505

Cargo Facts Consulting

Website: cargofactsconsulting.com

Activities: Freighter fleet forecasting and analysis

Address: 2033 Sixth Ave, Suite 830, Seattle, WA 98121, USA
Contact: Alan Hedge

Job title: Senior Director

Email: ahedge@cargofacts.com

Tel: +1206 8018472

CDB Aviation

Website: www.cdbaviation.aero

Activities: Commercial Aircraft Lessor

Address: 20/F Three Pacific Place, 1 Queen’s Road East, Hong
Kong

Contact: Paul Thibeau

Job title: SVP Communications

Email: Paul.Thibeau@cdbaviation.aero

Tel: +852 16122636953

Centrus Aviation Capital
Activities: Global
Address: 10 Queen Street Place, London, EC4R 1BE, UK

Contacts:

Chris Taylor

Job title: Managing Director

Email: chris.taylor@centrusaviation.com
Tel: +44 7712 701737

Nick Bowyer

Job title: Managing Director

Email: nick.bowyer@centrusaviation.com
Tel: +44 7712 703380
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Bill Cumberlidge Contacts:

Job title: Managing Director Riko Vanezis

Email: bill.cumberlidge@centrusaviation.com Address: Mainzer LandstraRe 46, 60325 Frankfurt, Germany
Tel: +44 7747 614342 Email: Riko.Vanezis@CliffordChance.com

Tel: +49 697199 3321
Tobias Schulten

Christodoulou & Mavrikis Email: Tobias.Schulten@CliffordChance.com

Website: www.cm-attorneys.com Tel: +49 697199 3146

Activities: Aviation and Commercial law

Address: Suite 3A, 5 Fricker Road, lllovo, Johannesburg, South Paul Greenwell

Africa Address: 27th Floor, Jardine House, One Connaught Place,
Contact: Chris Christodoulou Hong Kong

Job title: Managing Partner Email: Paul.Greenwell@CliffordChance.com

Email: chris@cm-attorneys.com Tel: +852 2825 8857

Tel: +27 823776631
Giuseppe de Palma
Address: Piazzetta M.Bossi, 3 20121 Milan, ltaly

CIT Aerospace, Defense & Government Finance Email: Giuseppe.DePalma@cliffordchance.com
Website: www.cit.com/aerospace-defense/ Tel: +39 028063 4507

Activities: Lending to Aerospace, Defense and Government

supply chain, service providers and investors providing cash Hidehiko Suzuki

flow (acquisition finance), asset based and assed backed loans Address: Palace Building, 3rd floor, 1-1, Marunouchi 1-chome,
(whole aircraft portfolios, engines, parts, etc.) including advisory Chiyoda-ku, Tokyo, 100-0005, Japan

services. Email: Hidehiko.Suzuki@CliffordChance.com
Address: 11 W. 42nd Street, New York, NY 10036, USA Tel: +81 3 6632 6662

Contact: John Heskin

Job title: Managing Director Victoria Bortkevicha

Email: john.heskin@cit.com Address: ul. Gasheka, 6 125047 Moscow, Russia
Tel: +1 312 906 5849 Email: Victoria.Bortkevicha@CliffordChance.com

Tel: +7 495725 6406

CityJet Fergus Evans

Website: www.cityjet.com Address: Marina Bay Financial Centre, 25th Floor, Tower 3, 12
Activities: Wet Lease, Scheduled, Charter Airline Marina Boulevard, Singapore 018982

Address: Swords Business Campus, Balheary Road, Swords, Co. Email: Fergus.Evans@CliffordChance.com

Dublin, Ireland Tel: +65 6506 2786

Contact: Cathal O’Connell

Job title: Commercial Director Simon Briscoe

Email: Cathal.oconnell@cityjet.com Email: Simon.Briscoe@CliffordChance.com

Tel: +65 6410 2296

Civil Aviation Authority of the Cayman Islands Epifanio Pérez

Website: www.caacayman.com Address: Paseo de la Castellana 110 28046 Madrid, Spain
Activities: Aircraft Registry Email: epifanio.perez@cliffordchance.com

Address: Unit 2, Grand Harbour, George Town, Cayman Islands Tel: +34 91 590 9480

Contact: Nicoela McCoy

Job title: Deputy Director General Hein Tonnaer

Email: civil.aviation@caacayman.com Address: Droogbak 1A, 1013 GE Amsterdam, PO Box 251, 1000
Tel: +345 949 7811 AG Amsterdam, The Netherlands

Email: Hein.Tonnaer@CliffordChance.com
Tel: +3120711 9528
Clifford Chance

Website: www.cliffordchance.com Edmund Boyo

Address: 1 rue d’Astorg, CS 60058, 75377 Paris Cedex 08, Address: Level 15, Burj Daman, Dubai International Financial
France Centre, P.O. Box 9380, Dubai

Contact: Daniel Zerbib Email: Edmund.Boyo@CliffordChance.com

Email: Daniel.Zerbib@CliffordChance.com Tel: +9714503 2614

Tel: +33 14405 5352 Antony Single

Address: 10 Upper Bank Street, London, E14 5JJ, UK
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Email: Antony.Single@CliffordChance.com
Tel: +44 207 006 3722

Christopher Hardisty
Email: Christopher.Hardisty@CliffordChance.com
Tel: +44 207 006 1649

Oliver Hipperson
Email: Oliver.Hipperson@CliffordChance.com
Tel: +44 207 006 4767

Paul Carrington
Email: Paul.Carrington@CliffordChance.com
Tel: +44 207 006 8124

Ranbir Hunjan
Email: Ranbir.Hunjan@CliffordChance.com
Tel: +44 207 006 2612

William Glaister
Email: William.Glaister@CliffordChance.com
Tel: +44 207 006 4775

Emily Wicker

Address: 31 West 52nd Street, New York, NY 10019-6131, USA
Email: Emily.Wicker@CliffordChance.com

Tel: +1212 878 4917

John Howitt
Email: John.Howitt@CliffordChance.com
Tel: +1 212 878 8250

Patrick O’Reilly
Email: Patrick.OReilly@CliffordChance.com
Tel: +1 212 878 8103

Zarrar Sehgal
Email: Zarrar.Sehgal@CliffordChance.com
Tel: +1 212 878 3409

Grzegorz Namiotkiewicz

Address: Norway House, ul. Lwowska 19, Warsaw, 00-660,
Poland

Email: grzegorz.namiotkiewicz@cliffordchance.com

Tel: +48 22429 9408

Daniel Badea

Address: Excelsior Center, 28-30 Academiei Street, Sector 1,
010016 Bucharest, Romania

Email: daniel.badea@cliffordchance.com

Tel: +40 216666 101

Lounia Czupper

Address: Avenue Louise 65, Box 2, 1050 Brussels, Belgium
Email: lounia.czupper@cliffordchance.com

Tel: +32 2 533 5987

CMB Financial Leasing

Website: www.cmb-leasing.com

Activities: Leasing

Address: 21-23F, China Merchants Bank Building, No.1088,
Lujiazui Ring Road, Shanghai, China

Contacts:

Zhou Yuxiao

Job title: Project Manager
Email: Lisaxier13@cmbchina.com
Tel: +86 18 50216 0570

Wei Yutong

Job title: Project Manager

Email: weiyutong@cmbchina.com
Tel: +86 15 61831 0829

Xue Yan

Job title: Manager

Email: xuey@cmbchina.com
Tel: +86 216106 1794

Constellation Capital

Activities: Advisory, Finance, Leasing

Address: No 903, Dannies House, 20 Luard Road, Hong Kong
Contact: Barry Lau

Job title: Managing Director

Email: barry.lau@constellationcapasia.com

Tel: +852 9727 1501/ +61 416 481808

Contrail Aviation Leasing

Website: www.contrail.com

Activities: Parts Supplier, Leasing, Asset Management
Address: 3575 Ringsby Ct. Flight Building 413, USA

Contacts:

Sebastian Lourier

Job title: Director of Leasing & Asset Management
Email: sebastian@contrail.com

Tel: +1 720 416 3386

Steven Williamson

Job title: Director of Acquisitions & Trading
Email: steve@contrail.com

Tel: +1720 276 5966

Kevin Milligan

Job title: Director of Marketing & Airline Relations
Email: kevin@contrail.com

Tel: +1 949 933 0797
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Conyers Dill & Pearman

Website: www.conyersdill.com

Activities: Legal Services

Address: Clarendon House, 2 Church Street, Hamilton, Bermuda

Contacts:

Julie E. McLean

Job title: Director, Global Head of Aviation Finance Practice
Email: julie. mclean@conyersdill.com

Tel: +1 441299 4925

Audrey M. Robertson

Job title: Counsel

Email: audrey.robertson@conyersdill.com
Tel: +1 284 852 1111

Matthew Stocker

Job title: Partner

Email: matthew.stocker@conyersdill.com
Tel: +1 345 814 7382

Corendon Airlines

Website: www.corendonairlines.com

Activities: Airline

Address: Corendon Airlines Guzeloluk Mah, Turkey
Contact: Olcay Turker

Job Title: CFO

Email: oturker@corendon-airlines.com

Tel: +905 337249954

Crabtree Capital

Website: www.crabtree-capital.com

Activities: Aircraft leasing and financing services; fleet ‘right-
sizing’ solutions; ‘special’ situations mitigation and management
Address: 2nd Floor, 1 Grant’s Row, Lower Mount Street, Dublin
2, Ireland

Contact: Mark Tierney

Job title: Chief Executive

Email: mtie@crabtree-capital.com

Tel: +353 87 663 6699

DAE Capital

Website: www.daecapital.com

Activities: Aircraft leasing and finance

Address: PO Box 506592, Building 4, Level 3, The Gate District,
DIFC, Dubai, United Arab Emirates

Contact: Alec Elliott

Job title: Marketing & Communications Director

Email: alec.elliott@dubaiaerospace.com

Tel: +353 87 187 9161

DAE Capital

Website: www.dubaiaerospace.com

Activities: Aircraft Leasing/Finance

Address: DAE Capital, Central Quay, Block B Riverside IV, Sir
John Rogersons Quay, DO2 RR77, Dublin 2, Ireland

Contact: Keith Downey

Job title: Pricing Manager

Email: keith.downey@dubaiaerospace.com

Tel: +353 87 112 7550

DAES Group

Website: www.daesgroup.com

Activities: Capital equipment, engine parts provider, technical
and maintenance support, consulting, tools and consumables.
Address: 2309 Newforest Court, Texas 76017, USA

Contacts:

Alan Codlin

Job title: Chairman

Email: alan.codlin@dassaero.com
Tel: +1 817 784 6246

Ana Dos Santos

Job title: Marketing Manager
Email: ana@daesdistribution.com
Tel: +1 954 998 4605

DBRS

Website: https://www.dbrs.com/

Activities: Sovereigns, Financial Institutions, Corporate Finance,
Public Finance, Structured Finance

Address: 140 Broadway, 35th Floor, New York, NY, 10005, USA

Contacts:

Larry White

Job title: Managing Director, Sales & Marketing, Global Business
Development

Email: Iwhite@dbrs.com

Tel: +1212 806 3282

David Laterza

Job title: Senior Vice President, Head of US Non-Bank FIG,
Global Financial Institutions Group

Email: dlaterza@dbrs.com

Tel: +1 212 806 3270

DDSA - De Luca, Derenusson, Schuttoff e Azevedo
Advogados

Website: www.ddsa.com.br

Activities: Aircraft Finance, Regulatory and Litigation - Full
service law firm

Address: Rua Fidencio Ramos, 195 - 10 andar, Brazil
Contact: Ana Luisa Derenusson

Job title: Partner

Email: anaderenusson@ddsa.com.br

Tel: +55 1130404042
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DekaBank Deutsche Girozentrale

Website: www.deka.de

Activities: Provider of Asset Management and Capital Market
Solutions

Address: Mainzer LandstraRe 16, 60325, Frankfurt, Germany
Contact: Juergen Hamper

Job title: Head of Transport Finance

Email: juergen.hamper@deka.de

Tel: +49 697 147 7606

DelMorgan & Co.

Website: delmorganco.com

Activities: Investment Banking

Address: 100 Wilshire Blvd, Santa Monica, CA 90401, USA
Contact: Vahan Callan

Job title: Managing Director - Head of Aviation Finance
Email: vc@delmorganco.com

Tel: +1 310 989 6687

Dentons

Website: www.dentons.com

Activities: Represent airlines, banks and lessors in transactions
involving financing, leasing and buying aircraft.

Address: One Fleet Place, London, EC4M 7WS, UK

Contacts:

Nick Chandler

Job title: Partner

Email: nick.chandler@dentons.com
Tel: +44 20 7246 7059

Serge Sergiou

Job title: Partner

Email: serge.sergiou@dentons.com
Tel: +44 20 7246 7216

Sarah Dyke

Job title: Partner

Email: sarah.dyke@dentons.com
Tel: +44 20 7320 5457

Greg Kahn

Job title: Partner

Email: greg.kahn@dentons.com
Tel: +44 20 7246 7057

Paul Holland

Job title: Partner

Email: paul.holland@dentons.com
Tel: +44 20 7246 7220

Doric

Website: www.doric.com

Activities: Aircraft leasing, financing, aircraft asset management,
remarketing, fund management

Address: Berliner StraRe 114 - 116, 63065 Offenbach, Germany

Contacts:

Sibylle Pahler

Job title: Managing Director
Email: sibylle.paehler@doric.com
Tel: +49 6924 755 9100

Yiyang Lan

Job title: Analyst - Aviation
Email: yiyang.lan@doric.com
Tel: +44 20 37014831

Dragon Aviation Leasing Company

Website: www.dragonaviation.cn

Activities: China

Address: 10 F, Silver Tower, No.2 North Road, Dong San Huan,
Chaoyang District, Beijing, China

Contact: Li Jinrong

Job title: CEO’s Executive Assistant

Email: lijinrong@dragonleasing.cn

Tel: +86 1064107208

DVB Bank Singapore

Website: www.dvbbank.com

Activities: Banking

Address: 77 Robinson Road #30-02 Singapore 068896
Contact: Angela Chang

Job title: SVP, Financial Institutions and Syndications
Email: Angela.chang@dvbbank.com

Tel: +65 9669 2618

E.SUN Commercial Bank

Website: https://www.esunbank.com.tw/

Activities: Commercial Banking

Address: No.117, Sec.3, Minsheng E. Rd., Taipei, 10546, Taiwan

Contacts:

Isaac Chang

Job title: Product Manager - Aviation Finance
Email: isaac81-16371@email.esunbank.com.tw
Tel: +886 2 21751870

Alan Chang

Job title: Head of Project and Transprotation Finance
Email: alan-16369@email.esunbank.com.tw

Tel: +886 2 21751870
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Elix Aviation Capital Eshwari Aviation

Website: www.elix.aero Website: www.eshwariaviation.in

Activities: Aircraft Leasing Activities: Aircraft assetmanagement,aircraft technical services
Address: Second Floor, 12/13 Exchange Place, Custom House provider,annual audit, etc

Docks, International Financial Services Centre, Dublin 1, Ireland Address: 7A/109 New Shivili Road, Kalyanpur, Kanpur UP, India
Contact: Philippe Poutissou Email: info@eshwariaviation.in

Job title: Head of Strategy & Marketing Tel: +91 9651391177

Email: info@elix.aero

Tel: +353 1611 6000
Fargosi Klein & Sasiain

Website: www.fkys.com.ar
Equus Global Aviation Activities: Leasing, Contracts, Regulation, Aviation and Airport
Website: www.equusglobalaviation.com Law
Activities: Aircraft Dealer, Aircraft Finance Address: Carabelas 344, 5° 1009 Buenos Aires, Argentina
Address: 5491 N. University Drive, USA C°“tf’°t’ Diego Fargosi Bond
Contact: Richard Laggan Job f'“e‘ Partn.er
Job title: Managing Member Email: dfargosi@fkys.com.ar
Email: laggan@equusglobalaviation.com Tel: +54 11 5217 6181
Tel: +1 954 304 2342

Fermata A Richiesta

Activities: Information Systems Consultancy
Address: 2 Cluain Alainn, Ireland

Contact: David Grant

Job title: CEO

Email: davidgrant720@gmail.com

Tel: +353 8681 01011

Ernst & Young
Website: www.ey.com
Activities: Professional services

Contacts:

Karina Wong

Job title: Partner

Address: 22/F CITIC Tower, 1 Tim Mei Avenue, Central,
Hong Kong

Email: Karina.wong@hk.ey.com

Tel: +853 28499175

Financial Products Group Co., Ltd.

Website: http://www.fpg.jp

Activities: Finance

Address: JP Tower 29F, 7-2, Marunouchi 2-chome, Chiyoda-ku,
Tokyo 100-7029 Japan

Contact: Kanae Fujioka

Job title: Partner, Tax & Business Advisory Services Job title: Structured Finance Department 1 Senior Associate
Address: Level 6, EY Tower, Oriental Plaza, No. 1 East Chang An Email: kanae fujioka@fpg.jp

Avenue, Dong Cheng District, Beijing, 100738, China Tel: +813 5288 9323
Email: catherine.zhao@cn.ey.com
Tel: +86 10 58153570

Catherine Zhao

Firnas Aero Technique
Website: http://www.firnas-aero.com/

Erste Group Bank Activities: MRO

Website: www.erstegroup.com Address: Marrakech Airport, Morocco
Activities: New to end of life asset based aircraft and spare Contact: Sahbi Ben Gaied Hassine
engine financing Job title: Commercial Manager
Address: 110 Bishopsgate, London, EC2N 4AY, UK Email: sahbi@firnas-aero.com
Contact: Robert Jack Tel: +216 29 775 608

Job title: Head of Aerospace Finance

Email: robert.jack@erstegroup.com

Tel: +44 20 76215015 First Names Group
Website: www.firstnames.com
Activities: Support Services for Aircraft Lessors
Address: 12 Merrion Square, Dublin 2, Ireland

Contacts:

Joanne McEnteggart

Job title: Managing Director, Ireland

Email: joanne.mcenteggart@firstnames.com
Tel: +353 16316053 / M: +353 87 8275016
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Hugh McGrath

Job title: Client Services Director, Ireland
Email: hugh.mcgrath@firstnames.com
Tel: +353 61715725

Fisher Legal

Website: www.fisher-legal.com

Activities: Aircraft Finance, Aircraft Leasing, Sales & Purchase
Address: Los Angeles, California, USA

Contact: Shani Smith Fisher

Job title: Aircraft Finance Attorney

Email: shani@fisher-legal.com

Tel: +1 310 990 9375

Fitch Ratings

Website: www.fitchratings.com
Activities: Credit Rating Agency
Address: 33 Whitehall St, USA
Contact: Ashish Gupta

Job title: Senior Director, Aviation
Email: ashish.gupta@fitchratings.com
Tel: +1 646 5816754

FlightSafe Consultants

Website: www.flight-safe.com

Activities: Airline risk management for international travelers
Address: 12A Dormans Close, Milton Keynes MK10 9AR, UK
Contact: John Trevett

Job title: Director

Email: john.trevett@flightsafe.co.uk

Tel: +44 1908 665281

Fly One

Website: www.flyone.md

Activities: Airline - passenger and cargo transportation services
Address: 17/2 Arborilor street, Chisinau, Moldova MD-2025,
Republic of Moldova

Contact: Sergiu Jereghi

Job title: Finance Director

Email: finance@flyone.md

Tel: +373 22 022 702

FlyAirCapital

Website: https://flyaircapital.com

Activities: Aircraft and engines broker and trader
Address: 947 Via Casitas Greenbrae CA 94904, USA
Contact: Alain F. Maestracci

Job title: President

Email: amaestracci@flyaircapital.com

Tel: +1 415 461 0762

Flydubai

Website: https://www.flydubai.com

Activities: Aviation

Address: Dubai International, Terminal 2, flydubai HQ, United
Arab Emirates

Contact: Elizabeth Maclean

Job title: Senior PR Manager

Email: prteam@flydubai.com

Tel: +971 555174642

Flying Solutions

Activities: Aviation advisory, aircraft financing
Address: PO BOX 712189, Dubai, United Arab Emirates
Contact: Marc Bourgade

Job title: Chief Executive Officer

Email: ceo@flyingsolutionsdwc.com

Tel: +971 521668477

FPG Amentum

Website: www.fpg-amentum.aero

Activities: Aircraft Leasing

Address: 4th Floor, Mespil Court, Mespil Road. Dublin 4, Ireland

Contacts:

Lorraine Barron

Job title: Office Manager

Email: lorraine.barron@fpg-amentum.aero
Tel: +353 1639 8111

Martin Bouzaima

Job title: Chief Executive Officer

Email: martin.bouzaima@fpg-amentum.aero
Tel: +353 1639 8120

Mitchel Simpson

Job title: Chief Financial Officer

Email: mitchel.simpson@fpg-amentum.aero
Tel: +353 1639 8122

Jan Melgaard

Job title: Executive Chairman

Email: jan.melgaard@fpg-amentum.aero
Tel: +353 1639 8111

Freshfields Bruckhaus Deringer

Website: www.freshfields.com

Activities: Antitrust, competition and trade; Corporate and
M&A; Disputes, litigation and arbitration; Financing and capital
markets; Regulatory; Tax

Address: Bockenheimer LandstraRe 44, 60322 Frankfurt am
Main, Germany

Contacts:

Dr. Konrad Schott

Job title: Partner

Email: konrad.schott@freshfields.com
Tel: +49 6927 3080
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Alan Ryan Global Asset Finance
Job title: Partner Website: www.gobalassetfinance.com
Email: alan.ryan@freshfields.com Activities: Asset Finance, Invoice Finance, Aviation Finance,
Tel: +32 2 504 70 00 Property Development Finance
Address: Building 2, 30 Friern Park London N12 9DA, UK
Farid Sigari-Majd Contact: Stephen Gruenewald
Job title: Partner Job title: Managing Director
Email: Farid.sigari@Freshfields.com Email: stephen@globalassetfinance.com
Tel: +43151515 0 Tel: +44 772 156 5802

Catherine Balmond

Job title: Partner Global FBO Consult
Email: catherine.balmond@freshfields.com Website: www.GlobalFBOconsult.me
Tel: +44 20 7936 4000 Activities: Ground Ops & FBO Consultants
Address: Dublin Weston Executive Airport, Ireland
Iflaki Gabilondo Contact: Joe McDermott
Job title: Partner Job title: Senior Consultant
Email: inaki.gabilondo@freshfields.com Email: joe@globalfboconsult.me
Tel: +34 91700 3700 Tel: +353 87 202 9325
Garuda Indonesia GOAL German Operating Aircraft Leasing
Website: garuda-indonesia.com Website: www.goal-leasing.de
Activities: Airline Activities: Aircraft Leasing, Technical Asset Management &
Address: JI. Kebon Sirih No. 46A Jakarta, Indonesia Remarketing
Address: Toelzer Strasse 15, 82031 Gruenwald, Germany
Contacts:
Jaka Ari Triyoga Contacts:
Job title: VP Acquisition & Aicraft Management Jochen Baltes
Email: j.ari@garuda-indonesia.com Job title: Managing Director
Tel: +021 2560 1028 Email: jochen.baltes@goal-leasing.de

Tel: +49 89 6414 3152
Muhammar Qashidi

Job title: SM Aircraft Financing & Insurance Philipp Myckert
Email: m.gashidi@garuda-indonesia.com Job title: Director Aquisition & Remarketing
Tel: +021 2560 1286 Email: philipp.myckert@goal-leasing.de

Tel: +49 89 6414 3484

Georgian Airways

Website: www.georgian-airways.com GOL Linhas Aéreas

Activities: Air transportation of passengers, cargo and mail Website: https://voegol.com.br/pt

Address: 12 Rustaveli avenue Georgia, USA Activities: Civil Aviation

Contact: Lia Naskidashvili Address: Praca Comandante Linneu Gomes, S/N - Sdo Paulo -
Job title: Head of International Relations Department SP, Brazil

Email: international@georgian-airways.com Contact: Kaique Silva Lira de Menezes

Tel: +1995 322157519 Job title: Asset Management Analyst

Email: kasimenezes@voegol.com.br

. Tel: +551198 206 7966
Global Airfinance Services

Activities: Consulting and Advisory Services

Address: 884 West End Avenue, Suite 4, New York City, New Goshawk
York, USA

Contact: Evan Wallach

Job title: President and CEO

Email: ewallach@globalairfinance.com
Tel: +1 516 698 7968

Website: www.goshawk.aero

Activities: Aircraft Finance

Address: 1 Molesworth Street, Dublin 2, Ireland
Contact: Kaiori Creed

Job title: Airline Sales & Marketing, EMEA
Email: Kaiori.creed@goshawk.aero

Tel: +353 868136078
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Helaba - Landesbank Hessen-Thiiringen Girozentrale
Website: www.helaba.com

Activities: Banking

Address: Neue Mainzer Strasse 52-58, 60311 Frankfurt, Germany
Contact: Joerg Schirrmacher

Job title: Head of Transport Finance

Email: Joerg.Schirrmacher@helaba.de

Tel: +49 69 9132 4450

Hendsa Partners

Website: www.hendsapartners.com
Activities: Leasing, Finance, Advisory
Address: Dubai, United Arab Emirates
Contact: Farrukh Mirza

Job title: Managing Director

Email: fmirza@hendsapartners.com
Tel: +9714320 9100

Herbert Smith Freehills

Website: https://www.herbertsmithfreehills.com

Activities: Aviation Finance Law

Address: Exchange House, Primrose Street, London, EC2A 2EG,
UK

Contacts:

Rex Rosales

Job title: Partner

Email: rex.rosales@hsf.com
Tel: +44 20 7466 2586

Jahnavi Ramachandran

Job title: Partner

Email: Jahnavi.Ramachandran@hsf.com
Tel: +44 20 7466 2408

Siva Subramaniam

Job title: Partner

Email: Siva.Subramaniam@hsf.com
Tel: +65 6868 8009

Samuel Kolehmainen

Job title: Partner

Email: Samuel.Kolehmainen@hsf.com
Tel: +65 6868 9829

HodgkinsonJohnston

Website: www.hodgkinsonjohnston.com

Activities: Aviation & Aerospace Law

Address: 7/513 Hay Street, Subiaco Western, Australia

Contacts:

Rebecca Johnston

Job title: Partner

Email: rebecca@hodgkinsonjohnston.com
Tel: +61 89486 8889

David Hodgkinson

Job title: Partner

Email: david@hodgkinsonjohnston.com
Tel: +61 89486 8889

Holland Beckett Law

Website: www.hobec.co.nz

Activities: Aviation law

Address: 525 Cameron Road, Tauranga, New Zealand
Contact: Sam Tabak

Job title: Partner

Email: sam.tabak@hobec.co.nz

Tel: +64 27 513 7222

Horizon Executive Search International

Website: www.horizonexecutivesearch.com

Activities: Executive Search in Aircraft Leasing and Financing
and Airlines

Address: Unit 8, The Courtyard, Holmbush Farm, Crawley Road,
Horsham RH12 4SE, UK

Contacts:

Murrae Ross-Eskell

Job title: Managing Director

Email: info@horizonexecsearch.com
Tel: +44 129 385 0756

Fiona Scott

Job title: Senior Consultant

Email: info@horizonexecsearch.com
Tel: +353 1443 4891

HSBC

Website: www.hsbc.com

Activities: Bank

Address: 8 Canada Square, Canary Wharf, London, E14 5HQ, UK
Contact: Guy Woelfel

Job title: Managing Director, Co-Head of Specialised Finance
Email: guy.woelfel@hsbc.fr

Tel: +33140 70 35 64

Hughes Hubbard & Reed

Website: www.hugheshubbard.com

Activities: Aviation; Aviation Finance; M&A; Securities; Corporate
Law

Address: 1 Battery Park Plaza, New York, NY 10004, USA

Contacts:

Steven |. Chung

Job title: Partner

Email: steven.chung@hugheshubbard.com
Tel: +1202 7214749
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John K. Hoyns

Job title: Partner

Email: john.hoyns@hugheshubbard.com
Tel: +1 212 837 6762

IBA Group

Website: https://www.iba.aero/

Activities: Aviation Consultancy - Asset Management, Advisory,
Commercial Aviation Intelligence, Engines, P2F, Helicopters
Address: IBA Group Ltd, IBA House, 7 The Crescent,
Leatherhead, Surrey, KT22 8DY, UK

Contact: Owen Geach

Job title: Chief Commercial Officer

Email: Owen.Geach@iba.aero

Tel: +44 137 222 4488

ICF

Website: www.icf.com

Activities: Aircraft transactions, financial services, valuation, due
diligence

Address: 9300 Lee Hwy, Fairfax, VA 22031, USA

Contact: Stuart Rubin

Job title: Vice President

Email: Stuart.Rubin@icf.com

Tel: +1 703 934 3015

IFS

Website: www.ifsworld.com

Activities: Enterprise Asset Management for Aerospace and
Defense

Address: 175 Terence Matthews Crescent, Ottawa, Ontario, K2M
1W8, Canada

Contact: Matthew Tobin

Job title: VP, Sales and Marketing, A&D

Email: matthew.tobin@ifsworld.com

Tel: +1613 576 2480

Inception Aviation Holdings

Website: www.inceptionaviation.com

Activities: Principal Investment, Leasing, Advisory

Address: Xiaoyun Center, Tower A, Suite 1602, No 15. Xiaguangli
Chaoyang District, Beijing, 100026, China

Contacts: David Yu

Job title: Managing Director
Email: info@inceptionaviation.com
Tel: +86 186 0104 7296

Tasos Michael
Job title: CEO
Email: info@inceptionaviation.com

ING Capital

Website: https://www.ing.com

Activities: Financial Services

Address: 1133 Avenue of the Americas, New York, NY 10036,
USA

Contacts:

Gemma H. Bae

Job title: Managing Director, Head of Structured Export Finance
Americas

Email: gemma.bae@ing.com

Tel: +1 646 424 6737

David Jaquet

Job title: Director, Structured Export Finance Americas
Email: david.jaquet@ing.com

Tel: +1 646 424 6736

InterGlobe Aviation

Website: www.goindigo.in

Activities: Airline

Address: Level 11 Tower D Global Business Park MG Road
Gurgaon, India

Contact: Abhishek Bhalotia

Job title: Manager- Aircraft Acquisition and Financing
Email: abhishek.bhalotia@goindigo.in

Tel: +919 910 998 561

International Aviation Services

Website: www.iasflight.com

Activities: FAA Part 142, B747-400, B757/767, B737, A320
Address: International Aviation Services Denver, Miami, USA
Contact: IAS Information

Job title: Sales

Email: Info@iasflight.com

Tel: +1720 767 0096

ISIS Aviation Services

Activities: Aircraft remarketing, aircraft acquisition, asset
management and related consultancy services
Address: Station Road, Norwich NR15 2DJ, UK

Contact: Eric S M Popp

Job title: Executive Director

Email: eric.popp@isisaviation.com

Tel: +44 797 113 1130

JA Mitsui Leasing

Website: http://www.jamitsuilease.co.jp/en/index.html
Activities: Lease / Finance

Address: 8-13-1, Ginza, Chuo-ku, Tokyo 104-0061, Japan
Contact: Masami Murakami

Job title: General Manager, Transportation Systems Dept.
Email: mmurakami@jamitsuilease.co.jp

Tel: +813 6775 3513
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Jetaire Flight Systems

Website: www.jetairegroup.com
Activities: Compliance, STC Development
Address: USA

Contact: Michael Williams

Job title: Managing Partner

Email: mwilliams@jetairegroup.com

Tel: +1404 346 7175 x223

Jetcraft Commercial

Website: www.jetcraft.com
Contact: Raphael Haddad

Job title: President

Email: raphael.haddad@jetcraft.com
Tel: +1 416 276 8295

JetPro International

Website: www.jetproparts.com

Activities: Aircraft Sales, Engine Sales, Aircraft Parts

Address: 3 North 47th Ave, Suite 102, Phoenix, AZ 85043, USA
Contact: Kyle Wine

Job title: CEO

Email: kyle@jetproparts.com

Tel: +1602 845 1970

Jetstream Aviation Capital

Website: www.jetstreamavcap.com

Activities: Regional aircraft and engine leasing

Address: 2601 South Bayshore Drive, Suite 1130, Miami, Florida
33133, USA

Contact: Stuart Klaskin

Job title: Choef Executive Officer & Principal

Email: saklaskin@jetstreamavcap.com

Tel: +1305 447 1920

Junhe

Website: www.junhe.com

Activities: aircraft finance, aircraft leasing, aircraft sale and
purchase, aviation regulatory matters

Address: 288 Shimen Yi Road, 26F, HKRI Center One, China
Contact: Zhenfeng Yan

Job title: Partner

Email: yanzhenfeng@junhe.com

Tel: +86 212208 6383

JunZeJun Law Offices
Website: www.junzejun.com
Contact: Ge Tan (Judy)

Job title: Partner

Email: judytange@junzejun.com
Tel: +86 13 9227 06378

Kartal Law Firm

Website: www.kartallawfirm.com

Activities: Aviation law

Address: Tekfen Tower Level 8, 209 Buyukdere Street, 34394
Istanbul, Turkey

Contact: Ali Kartal

Job title: Founder

Email: ali.kartal@kartallawfirm.com

Tel: +90 212 293 23 23

KB Securities Hong Kong

Website: www.kbfg.com/Eng

Activities: Investment Banking

Address: Suite 1105, 11/F, Central Plaza, 18 Harbour Road, Wan
Chai, Hong Kong

Contact: Mr. Min-Suk Oh

Job title: Managing Director

Email: minsuk.oh@kbsec.hk

Tel: +852 2901 2600

KEB Hana Bank

Website: www.kebhana.com

Activities: Commercial Banking, Investment Banking

Address: 7F, 82, Uisadang-daero, Yeongdeung-gu, Seoul, South
Korea

Contacts:

Matthew SH Kim

Job title: Senior Manager

Email: kimseungho@hanafn.com
Tel: +82 2 729 8522

James HS Kim

Job title: Head of International Finance Team
Email: hyungsookim@hanafn.com

Tel: +82 2 729 8521

Kellstrom Aerospace

Website: www.kellstromaerospace.com

Activities: Aftermarket, New OEM Distribution and Leasing and
Trade

Address: 14400 NW 77Ct, Miami Lakes, FL 33016, USA
Contact: Peter Curbelo

Job title: Director Leasing and Trade

Email: peter.curbelo@kellstromaerospace.com

Tel: +1 954 663 2819

Kennedys Legal Solutions

Website: www.kennedyslaw.com

Activities: Aviation Sector, Worldwide

Address: 80 Raffles Place, #44-01, UOB Plaza 1, Singapore
048624

Contact: Peng Lim

Job title: Global Head, Aviation

Email: peng.lim@kennedyslaw.com

Tel: +65 6436 4320 / +65 9018 5344
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Kim & Chang Kroll Bond Rating Agency (KBRA)
Website: www.kimchang.com Website: https://www.krollbondratings.com/
Activities: Aircraft Finance Address: 845 Third Avenue New York NY, USA
Address: 39, Sajik-ro 8-gil, Jongno-gu, Seoul 03170, South Korea Contact: Kate Kennedy

Job title: Senior Managing Director Investor Relations
Contacts: Email: kkennedy@kbra.com
Young Kyun Cho Tel: +1 646 7312348

Job title: Partner
Email: ykcho@kimchang.com

Tel: +82 2 3703 1113 KV Aviation Pty

Website: www.KVAviation.com
Young Min Kim Activities: Aircraft and Engine Leasing
Job title: Partner Address: Suite 3204, Level 32, Australia Square, 264 George St
Email: ymkiml@kimchang.com Sydney, Australia
Tel: +82 102964 2086

Contacts:

David Veal
KLM UK Engineering Job title: Chief Executive Officer
Website: www.kimukengineering.com Email: david.veal@KVAviation.com
Activities: Maintenance Repair Organisation Tel: +61 41119 8335
Contacts: Martin Webb
Annabel Love Job title: Executive Director
Job title: Marketing & PR Manager Email: martin.webb@KVAviation.com
Email: annabel.love@kimuk.com Tel: +44 777 173 0732

Tel: +44 788 131 5556
Chris Barrett

Graham Casbourne Job title: Executive Director
Job title: Sales Manager Email: chris.barrett@KVAviation.com
Email: graham.casbourne@klimuk.com Tel: +65 9488 0456

Tel: +44 780 250 0388
Karine Brunet
Job title: Executive
Korea Development Bank Email: karine.brunet@KVAviation.com
Website: www.kdb.co.kr Tel: +44 755 719 4936
Activities: state-owned policy bank, investment banking,
corporate restructuring

Address: 14 Eunhaeng-ro, Youngdeungpo-gu, Seoul 07242, LAS Aviacion Soluciones

South Korea Activities: Consulting in aircraft acquisition and management.
Contact: KJ(Kuk Jin) Yang Aircraft inspections

Job title: team head of aviation finance Address: Zaragoza Spain

Email: kamiyan@kdb.co.kr Contact: Dominique Leonardon

Tel: +82 2 787 7152 Job title: Director

Email: las@lasaviation.aero
Tel: +34 976 439 791
KOTAM (Korea Transportation Asset Management)
Website: http://www.kotam.com.sg/

Activities: Korea LATAM Airlines Group

Address: 11F, Biz-Center Bldg, 45 Supyo-ro, Jung-gu, Seoul Website: http://www.latamairlinesgroup.net/
04551, South Korea Activities: Transportation

Contact: Oscar (O.H.) KWON Address: Presidente Riesco 5711, Chile

Job title: Head of Aviation

Email: oscarkwon@kotam.com.sg Contacts:

Tel: +82 2 6328 8802 Andrés del Valle

Job title: Vice President of Corporate Finance
Email: investorrelations@latam.com
Tel: +56 22 565 3952

126 Airfinance Annual « 2018/2019)




Ramiro Alfonsin Balza

Job title: Chief Financial Officer
Email: Ramiro.alfonsin@gmail.com
Tel: +56 22 565 8765

Lazard

Website: www.lazard.com

Activities: Investment Banking
Address: 30 Rockefeller Plaza, NY, USA
Contact: James Chen

Job title: Director

Email: james.chen@lazard.com

Tel: +1 212 632 6302

LBBW Landesbank Baden-Wiirttemberg
Website: www.Ibbw.de

Activities: Transportation Finance

Address: Am Hauptbahnhof 2, 70173 Stuttgart, Germany

Contacts:

Christian Eissmann

Job title: Executive Director

Email: Christian.Eissmann@Ibbw.de
Tel: +49 711127 49759

Patrick Wellnitz

Job title: Executive Director
Email: Patrick. Wellnitz@lbbw.de
Tel: +49 711127 49743

Lions Share Capital & Consulting

Website: www.lionssharecc.com

Activities: Financing Arranger, Manufacturing & Business
Development, Asset Management, HR Services, General
Consulting

Address: 1416 NW 46th Street. Ste. 105, PO Box 103, Seattle WA,
USA

Contact: Jessie Singh

Job title: President & CEO

Email: jesmeet.singh@lionssharecc.com

Tel: +1425 299 0338

Lord Abbett

Website: www.lordabbett.com

Activities: Credit and Equity Investment
Address: 90 Hudson Street, NJ 07302, USA
Contact: John Novak

Job title: Credit Investor

Email: jnovak@lordabbett.com

M.J. McMahon & Company

Website: www.mjmcmahon.com

Activities: Aviation finance consulting, training and computer
model development

Address: Roselawn House, University Business Complex,
National Technology Park, Castletroy, Co. Limerick, Ireland

Contact: John McMahon

Job title: Managing Director

Email: john.mcmahon@mjmcmahon.com
Tel: +353 868092715

Mach Two

Website: www.flightsafe.co.uk/machtwo
Activities: Aircraft Appraisal and related serices
Address: 12A Dormans Close, Milton Keynes, UK
Contact: John Trevett

Job title: Director

Email: JohnTrevett@Outlook.com

Tel: +44 1908 665281

Macquarie AirFinance

Website: https://www.macquarie.com/us/corporate/asset-
finance/aircraft

Activities: Aircraft Leasing

Address: 2 Embarcadero Center, Suite 200, San Francisco, USA

Contacts:

Matthew Skafel

Job title: Vice President, Marketing
Email: matthew.skafel@macquarie.aero
Tel: +1 415 829 6600

Stephen McCullen

Job title: Senior Vice President, Marketing
Tel: +1353 1238 3200

Email: stephen.mccullen@macquarie.aero

Edwin Tan

Job title: Senior Vice President, Marketing
Email: edwin.tan@macquarie.aero

Tel: +65 6601 0050

Ronan Lally

Job title: Senior Vice President, Marketing
Email: ronan.lally@macquarie.aero

Tel: +353 (1) 238 3200

CK Chen

Job title: Vice President, Marketing
Email: ck.chen@macquarie.aero
Tel: +65 6601 0543
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Matheson

Contacts: Rory McPhillips

Job title: Partner

Email: rory.mcphillips@matheson.com
Tel: +353 1232 2770

Stuart Kennedy

Job title: Partner

Email: stuart.kennedy@matheson.com
Tel: +353 1232 2853

Chris Quinn

Job title: Of Counsel
Email: chris.quinn@matheson.com
Tel: +353 1232 2770

Kevin Smith

Email: kevin.smith@matheson.com
Tel: +353 1232 2045

Gerry Thornton

Job title: Partner

Email: gerry.thornton@matheson.com
Tel: +353 1232 2664

MahoneylLiotta
Website: www.mImongolia.com

Activities: General Business Practice; Banking; Aviation
Address: The Landmark, 7th Floor, 13 Chinggis Avenue,

Ulaanbaatar, Mongolia

Contact: Daniel Mahoney

Job title: Partner

Email: daniel. mahoney@mlmongolia.com
Tel: +976 11 325 344

Majestic Communications & Developments

Activities: Aviation Consulting

Address: 4A Church Street, Arima Tinidad, West Indies

Contact: Dale Maharaj

Job title: President & CEO
Email: dmaharaj@majesticair.co
Tel: +1868 367 2817

Maples and Calder
Website: www.maplesandcalder.com

Contacts:

Mark Western

Job title: Partner, Global Head of Aviation Finance
Address: 53rd Floor, The Center, 99 Queen’s Road Central,
Hong Kong,

Hong Kong SAR

Email: mark.western@maplesandcalder.com
Tel: +852 3690 7407

Donna Ager

Job title: Partner, Head of European Aviation
Address: 200 Aldersgate St, London EC1A 4HD, UK
Email: donna.ager@maplesandcalder.com

Tel: +44 20 7466 1712

Aaron McGarry

Job title: Partner

Address: 75 St. Stephenss Green, Dublin 2, DO2 PR50, Ireland
Email: aaron.mcgarry@maplesandcalder.com

Tel: +353 1619 2085

Wanda Ebanks

Job title: Partner

Address: Ugland House, South Church Street, George Town,
Grand Cayman, KY1-1104, Cayman Islands

Email: wanda.ebanks@maplesandcalder.com

Tel: + 1345 814 5449

Manuela Belmontes

Job title: Partner

Address: 5th Floor, The Exchange Building, Dubai International
Financial Centre, Dubai, UAE

Email: manuela.belmontes@maplesandcalder.com

Tel: +9714360 4074

MaplesFS
Website: www.maplesfs.com

Contacts:

Hugh Thompson

Job title: Global Head of Fiduciary

Address: 1 Raffles Place, #36-01, One Raffles Place,
Singapore, 048616

Email: hugh.thompson@maplesfs.com

Tel: +65 6436 6911

Stephen O’Donnell

Job title: Regional Head of Fiduciary, Europe

Address: 32 Molesworth Street, Dublin 2, D02 Y512, Ireland
Email: stephen.odonnell@maplesfs.com

Tel: +353 1697 3244

Phillip Hinds

Job title: Senior Vice President

Address: PO Box 1093, Boundary Hall, Cricket Square, Grand
Cayman KY1-1102, Cayman Islands

Email: phillip.hinds@maplesfs.com

Tel: + 1345 814 5807

Sam Ellis

Job title: Senior Vice President

Address: 200 Aldersgate St, London EC1A 4HD, UK
Email: sam.ellis@maplesfs.com

Tel: +44 20 7466 1645

128

Airfinance Annual « 2018/2019)




James Lawler

Job title: Senior Vice President

Address: 4001 Kennett Pike, Suite 302, Wilmington, DE 19807,
USA

Email: james.lawler@maplesfs.com

Tel: +1302 340 9985

MBA

Website: www.mba.com/www.mba.aero

Activities: Aviation Consulting

Address: 2101 Wilson Boulevard Suite 1001, Arlington, VA, USA

Contacts:

Robert F. Agnew

Job title: President and CEO
Email: rf@mba.aero

Tel: +1703 276 3200

Anne Correa

Job title: Director - Airline & Airport Services
Email: acorrea@mba.aero

Tel: +1703 276 3200

McLarens Aviation

Website: www.mclarens.com

Activities: Provider of claims, risk and asset management
services to the global aviation industry.

Address: World Business Centre 1, Newall Road, Heathrow, TW6
2AS, UK

Contact: Ben Dean

Job title: Director, Risk and Asset Management

Email: ben.dean@mclarens.com

Tel: +44 208 564 3790

Meriel

Website: www.merielgroup.com

Activities: Advisor

Address: 33 West 60th Street, 2nd Floor, New York, USA
Contact: meeyoung choi

Job title: CEO

Email: mchoi@merielinc.com

Tel: +1 917 434 6789

Meritz Securities

Website: www.imeritz.com

Activities: Investment Banking

Address: 15, Gukjegeumyung-ro 6-gil, Yeongdeungpo-gu, Seoul,
South Korea

Contact: JungWook SIM

Job title: Manager

Email: jungwook.sim@meritz.co.kr

Tel: +82 2 6309 2875

Merlin and Associates Aviation Services
Website: http://www.merlinandassociates.com/
Activities: Aircraft & Spare Engine Lease / Finance
Address: Rooms C-E, 9/F China Overseas Building, 139
Hennessy Road, Wanchai, Hong Kong

Contact: Robert M. J. Ward

Job title: Managing Director

Email: bob.ward@merlinandassociates.com

Tel: +66 8 18542500

MFS Aircraft

Website: www.mfsaircraft.com

Activities: International Leasing, Financing, Sales & Acquisition
Address: 3040 Dupont Ave S, Suite 204, USA

Contact: Gerry Jackson

Job title: President

Email: Gerry@mfsaircraft.com

Tel: +1 612 822 3580

Milbank LLP

Website: www.milbank.com

Activities: Provider of legal services to the aviation industry
worldwide, assisting clients on the largest and most complex
transactions in the sector.

Address: 55 Hundson Yards, New York, NY 10001-2163

Contacts:

Drew S. Fine

Job title: Partner

Email: dfine@milbank.com
Tel: +1 212 530 5940

Helfried J. Schwarz, Partner
Email: hschwarz@milbank.com
Tel: +1 212 530 5434

James V. Pascale, Partner
Email: jpascale@milbank.com
Tel: +1 212 530 5370

Address: 10 Gresham Street, London, UK EC2V 7JD
Contact: James Cameron, Partner

Email: jcameron@milbank.com

Tel: +44 20 7615 3031

Nick Swinburne, Partner
Email: nswinburne@milbank.com
Tel: +44 20 7615 3278

Address: 12 Marina Boulevard, Marina Bay Financial Centre #36-
03, Tower 3, Singapore, SG 018982

Contact: Paul Ng

Email: png@milbank.com

Tel: +65 6428 2442
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Address: Unit 06, 15th Floor, Tower 2, 79 Jianguo Road,
Chaoyang District, Beijing, CN 100025, China

Contact: Shepard Liu

Email: shepard.liu@milbank.com

Tel: +86 10 5969 2774

Address: Neue Mainzer Strake 74, 60311 Frankfurt am Main,
Germany

Contact: Dr. Mathias Eisen

Email: meisen@milbank.com

Tel: +49 69 71914 3434

Address: Rua Colombia, 325, Jardim América, Sdo Paulo, BR
01438-000

Contact: Tobias Stirnberg

Email: tstirnberg@milbank.com

Tel: +55 113927 7702

Address: Level 33, Three IFC, 10 Gukjegeumyung-ro,
Youngdeungpo-gu, Seoul, KR 07326

Contact: Young Joon Kim

Email: yjkim@milbank.com

Tel: +822 6137 2601

Mizuho Securities

Website: https://www.mizuho-sc.com/english/index.html
Activities: Dealer

Address: Otemachi First Square, 1-5-1 Otemachi, Chiyoda-ku,
Tokyo 100-0004, Japan

Contact: Yasuhiro Nakauchi

Job title: Deputy Head of Syndication Dept.

Email: yasuhiro.nakauchi@mizuho-sc.com

Tel: +813 45411384

Morris James

Website: www.morrisjames.com

Activities: The use of Delaware trusts and other entities in the
structured finance of aircraft and other assets.

Address: 500 Delaware Avenue, 15th Floor, Wilmington, DE
19801, USA

Contact: Michael M. Ledyard

Job title: Partner

Email: mledyard@morrisjames.com

Tel: +1302 888 6917

Mourant

Website: https://www.mourant.com

Activities: We are a leading offshore law firm with expertise in
Cayman Islands, British Virgin Islands, Jersey and Guernsey law.
We specialise in advising on the financing and leasing of
commercial aircraft, corporate jets and other related assets,
including engines and helicopters. Our team have advised the
world’s leading financial institutions, airlines, operating lessors
and private equity investors on a variety of structures, including
debt financing, pre-delivery payment financing, cross boarder
leasing, operating leasing, sale and leasebacks, export-import
and export credit financings.

Contacts:

Danielle Roman

Job title: Partner

Address: 1002-1006, 10/F Gloucester Tower Landmark 15
Queen’s Road, Central Hong Kong, Hong Kong SAR
Email: danielle.roman@mourant.com

Tel: +852 3995 5705

Chinyin Johnston

Job title: Patner

Address: 6th Floor, 125 Old Broad Street, London, EC2N 1AR, UK
Email: chinyin.johnston@mourant.com

Tel: +44 20 7796 7612

Mr Legal Inn

Website: www.mrlegalinn.com

Activities: Aviation Finance

Address: Rana Towers, Jail Road, 15-B, Shadman Il, Pakistan
Contact: Mobeen Rana

Job title: Manaaging Partner

Email: mobeenrana@mrlegalinn.com

Tel: +923 227373922

MRO Exchange

Website: www.mromarketplace.com

Activities: Aviation MRO

Address: 6574 N. State Road 7 #317 Coconut Creek, FL 33073,
USA

Contact: Vince Mariano

Job title: CEO

Email: vmariano@mromarketplace.com

Tel: +1 561 866 0136

MTU Maintenance Lease Services B.V. / Sumisho Aero
Engine Lease

Website: www.mtu-maintenance.com

Activities: Engine leasing; asset & material management
Address: World Trade Center, Office Tower B/16F, Strawinskylaan
1639, 1077XXX Amsterdam, The Netherlands

Contact: Martin Friis-Petersen

Job title: Managing Director

Email: services@mtu-lease-services.com

Tel: +31 20705 2590

MUFG Bank

Website: www.mufgemea.com

Activities: Corporate & Investment Banking

Address: Ropemaker Place, 25 Ropemaker St, London EC2Y
9AJ, UK

Contacts:

Agmar Chowdhury

Job title: Aviation Finance - Investment Banking Division (“IBD”)
Email: agmar.chowdhury@uk.mufg.jp

Tel: +44 74 8316 8534
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Matthieu Levoyer

Job title: Vice President

Email: matthieu.levoyer@uk.mufg.jp
Tel: +44 74 8409 4320

NAS Corporation
Website: www.nascorporation.biz
Address: The Barn Cottage, UK

Contacts:

Andrew Smith

Job title: Owner / Director

Email: a.smith@nascorporation.biz
Tel: +44 203 141 0950

Samantha Smith

Job title: Owner / Director

Email: s.smith@nascorporation.biz
Tel: +44 203 141 0950

National Aero Stands

Website: www.stands.aero

Activities: Aerospace

Address: 3270 NW 29th Street, Miami, FL 33142, USA

Contacts:

Allen Jones

Job title: COO

Email: support@stands.aero
Tel: +1 305 558 8973

Gail Holguin

Job title: VP Sales & Marketing
Email: gail@stands.aero

Tel: +1 512 222 5202

Natixis

Activities: Aviation Banking

Address: 1251 Avenue of the Americas, New York, NY 10020,
USA

Contact: Benoist de Vimal

Job title: Director

Email: benoist.devimal@natixis.com

Tel: +1 212 891 5847

Nishimura & Asahi

Website: https://www.jurists.co.jp/en

Activities: Aviation finance, asset finance, banking and
regulatory matters

Address: Otemon Tower, 1-1-2 Otemachi, Chiyoda-ku, Tokyo
100-8124, Japan

Contacts:

Kosuke Shibukawa

Job title: Partner

Email: k_shibukawa@jurists.co.jp
Tel: +813 6250 6328

Nobuhiko Harada

Job title: Partner

Email: n_harada@jurists.co.jp
Tel: +813 6250 6307

Nok Airlines

Website: www.nokair.com

Activities: Lowcost airline

Address: 17th Floor, Rajanakarn Building, 3 South Sathorn Road,
Yannawa, Sathorn, Bangkok, Thailand

Contact: Juthawuthi Utamaphethai

Job title: Special Project Manager

Email: Juthawuthi.Uta@nokair.com

Tel: +66 2 627 2000

Norton Rose Fulbright

Website: http://www.nortonrosefulbright.com/

Activities: Market leading aviation finance legal practice
Address: Multiple offices across the globe including 3 More
London Riverside, London SE1 2AQ, UK

Contacts:

Duncan Batchelor

Job title: Global Head of Aviation

Email: duncan.batchelor@nortonrosefulbright.com
Tel: +44 20 7444 2650

Alyssa Vazquez

Job title: Head of Aircraft Finance, United States
Email: alyssa.vazquez@nortonrosefulbright.com
Tel: +1 212 318 3433

Keith Sandilands

Job title: Head of Aviation, Asia

Tel: +65 6309 5371

Email: keith.sandilands@nortonrosefulbright.com

George Paterson

Job title: Head of Paris

Email: george.paterson@nortonrosefulbright.com
Tel: +33 156 59 53 15

Ralf Springer

Job title: Head of Germany

Email: ralf.springer@nortonrosefulbright.com
Tel: +49 89 212148 203
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Odgers Berndtson

Website: www.odgersberndtson.com
Activities: Executive Search

Address: 20 Cannon Street, London, UK

Contacts:

Susan Thompson

Job title: Partner & Head of Aviation Practice
Email: susan.thompson@odgersberndtson.com
Tel: +44 776 434 4833

Tim Roberts

Job title: Head of Aviation Research
Email: tim.roberts@odgersberndtson.com
Tel: +44 207 529 6308

Orriel

Website: www.oriel.aero

Activities: Commercial aircraft and engine appraisal
Contact: Olga Razzhivina

Job title: Senior ISTAT Appraiser

Email: olga@oriel.aero

Tel: +44 333 011 7676

PA Nyras

Website: www.nyras.com

Activities: Consultancy & financial advisory

Address: 10 Bressenden Place, London SW1E 5DH, UK
Contact: Nigel Addison Smith

Job title: Director

Email: nigel.addison.smith@paconsulting.com

Tel: +44 780 118 0110

Parra Rodriguez Abogados

Website: www.prslaws.com

Activities: Taxes, Corporate, Banking & Finance, Mergers and
acquisitions, Foreign exchange and foreign investment, Labor,
Immigration, Litigation, Consumer protection, Transportation
and infrastructure, Aeronautical, Tourism, Intellectual property,
Restrictive practices and integrations, Unfair competition
Address: Carrera 9 No. 74 - 08 Oficina 504, Bogoté D.C., 110221,
Colombia

Contact: Bernardo Rodriguez Ossa

Job title: Partner

Email: bernardo.rodriguez@prslaws.com

Tel: +57 1376 4200

Pillsbury Winthrop Shaw Pittman

Website: www.pillsburylaw.com

Activities: International legal advisers to underwriters, issuers,
financial institutions, leasing companies and airlines on aircraft
portfolio acquisitions, sales and financings, aircraft cross
border financing and leasing transactions, procurement and
restructurings.

Address: 1540 Broadway, New York, NY 10036-4039, USA

Contacts:

Mark Lessard

Job title: Partner

Email: mark.lessard@pillsburylaw.com
Tel: +1 212 858 1564

Jonathan Goldstein

Job title: Partner

Email: jonathan.goldstein@pillsburylaw.com
Tel: +1 212 858 1888

Charlotta Otterbeck

Job title: Partner

Email: charlotta.otterbeck@pillsburylaw.com
Tel: +1 212 858 1409

Graham Tyler

Job title: Partner

Address: Tower 42, Level 21, 25 Old Broad Street, London EC2N
1HQ, UK

Email: graham.tyler@pillsburylaw.com

Tel: +44 207 847 9562

Debra Erni

Job title: Partner

Email: debra.erni@pillsburylaw.com
Tel: 44 207 847 9595

Paul Jebely

Job title: Partner

Address: Suite 2404, 24/F Kinwick Centre, 32 Hollywood Road,
Central, Hong Kong, Hong Kong SAR

Email: paul.jebely@pillsburylaw.com

Tel: +852 3959 7503

Plane Business Leasing

Website: www.planebusiness.aero

Activities: Aircraft Leasing, Management and Trading
Address: 1 Putney High Street, London SW15 1SZ, UK
Contact: Hal Gamble

Email: hal.gamble@planebusiness.aero

Tel: +44 208 543 3737
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Prevail Group (UK)

Website: www.prevailgroup.co.uk

Activities: Aircraft sales and Leasing, components supplier
Address: 130 Old Street, London EC1V 9BD, UK

Contact: Khalil Mohammed

Job title: CEO

Email: ceo@prevailgroup.co.uk

Tel: +44 742 143 6565

Private Export Funding Corp. (“PEFCO”)
Website: www.pefco.com

Activities: Funding of ECA supported debt

Address: 280 Park Avenue, New York, N.Y. 10017, USA
Contact: Gordon Hough

Job title: Senior Vice President

Email: g.hough@pefco.com

Tel: +1212 916 0332

Probus Aviation

Website: www.probusaviation.com

Activities: Asset management, remarketing, residual value
insurance, consultancy services

Address: 7 River Walk Horsham West Sussex RH12 1DU, UK
Contact: Adrian M Lee

Job title: Chief Executive Officer

Email: adrian@probusaviation.com

Tel: +44 771717 5384

PTS Aviation

Website: www.pts-aviation.com

Activities: Engine Trading and Leasing

Address: 3461 Enterprise Way, Miramar, FL 33025, USA
Contact: David Blackburn

Job title: Partner - Chief Trading Officer

Email: Dblackburn@pts-aviation.com

Tel: +1 817 233 9755

Qatar Reinsurance Company

Website: www.qgatarreinsurance.com

Activities: Residual Value Insurance

Address: 71 Fenchurch St., London EC3M 4BS, UK
Contact: Nick Hester

Job title: Senior Underwriter RVI

Email: nhester@qgregroup.com

Tel: +44 20 3598 8705

Qualified Technologies Corp
Website: www.QTC.aero

Activities: Repair & Overhaul of ECS, Oil Coolers, Hot Air Valves,

and other associated subsystems
Address: 2133 Aviation Drive, USA
Contact: Warren Brown

Job title: President

Email: info@qtc.aero

Tel: +1 909 981 0895

Raven Capital Management
Website: www.ravencm.com
Activities:

Address: USA: NYC/LA
Contact: Brandon Doerr

Job title: Managing Director
Email: brandon@ravencm.com
Tel: +1 310 883 7865

Reed Smith

Website: https://www.reedsmith.com/en

Activities: Aviation Litigation, Aviation Finance, Aviation
Transactional

Address: The Broadgate Tower 20 Primrose Street London
EC2A 2RS, UK

Contact: Richard Hakes

Job title: Partner

Email: rhakes@reedsmith.com

Tel: +44 20 3116 2996

Residco

Website: Residco.com

Activities: Aircraft Leasing

Address: 70 W Madison St, Suite 2200, Chicago, IL, USA
Contact: Glenn Davis

Job title: President

Email: davis@residco.com

Tel: +1 312 726 0695

Revima

Website: www.revima-group.com

Activities: Maintenance, repair & overhaul

Address: 1 Avenue du Latham 47, BP 1, Caudebec-en-Caux 76
490 Rives-en- Seine, France

Contact: Zahonero

Job title: Communication

Email: myriam.zahonero@revima.fr

Tel: +33 2 35 56 35 85

Rockwell Collins

Website: www.rockwellcollins.com

Activities: Rockwell Collins

Address: 730 Wharfedale Road Winnersh, UK
Contact: Kimberley Patel

Job title: Regional Sales Support Specialist
Email: kimberley.patel@rockwellcollins.com
Tel: +44 7867 142543
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RPK Capital Scope Group

Website: www.rpkcapital.com Website: www.scopegroup.com

Activities: PDP Financing, Delivery Financing, Bridge Financing, Activities: Fund and Credit Ratings

Re-Financings Address: Lennéstr. 5, 10785 Berlin, Germany
Address: 35 W Wacker Drive. Ste. 3703. Chicago, IL 60601, USA Contact: Frank Netscher

Contact: Jessie Singh Job title: Associate Director Alternative Investments
Job title: Director Email: f.netscher@scopeanalysis.com

Email: jsingh@rpkcapital.com Tel: +49 30 27891138

Tel: +1425 299 0338

Scope Ratings GmbH

RVI Group Website: www.scoperatings.com
Website: www.rvigroup.com Activities: Rating agency
Activities: Residual Value Insurance Address: Lennéstr. 5, 10785 Berlin, Germany
Address: 201 Broad St, 6" Floor, Stamford, CT, USA Contact: Maike Massute

Email: m.massute@scopegroup.com
Contacts: Tel: +49 30 27891232

John O’Bryan
Email: jobryan@rvigroup.com

Tel: +1 203 975 2153 Seabury Capital
Website: www.seaburycapital.com
Ed Flynn Activities: Investment Banking & Advisory Services, Financial
Email: eflynn@rvigroup.com Asset Management, Aircraft Technical Asset Management,
Tel: +1203 975 2163 Financial Services & Trading,IT & Enterprise Software
Address: 1350 Avenue of the Americas, 31st Floor, New York, NY
Dana Niven 10019, USA
Email: dniven@rvigroup.com Contact: Paul Thibeau
Tel: +1 203 975 2108 Job title: VP Communications

Email: pthibeau@seaburycapital.com
Tel: +1 612 263 6953

Sanad Aero Solutions

Website: www.sanad.ae

Activities: Aviation Asset Leasing Seraph Aviation Management

Address: 13th Floor, Aldar Headquarters, Abu Dhabi, UAE Website: http://www.stellwagengroup.com

Contact: Jaweed Abdullah Activities: Asset Management

Job title: SVP - Commercial Address: Embassy House Herbert Park Lane, Ballsbridge Dublin
Email: jabdullah@sanad.ae/jaweedabdullah@outlook.com 4, Ireland

Contact: Chris Hansom

Job title: Commercial Manager
Sanne Group Email: chansom@seraph.aero
Website: www.sannegroup.com Tel: +353 872 315 280
Activities: Financial Services
Address: 76 Lower Baggot Street, Dublin 2, Ireland

Contact: Conor Blake SES (Shannon Engine Support)
Job title: Director Website: www.ses.ie

Email: conor.blake@sannegroup.com Activities: Engine Leasing

Tel: +353 1906 2200 Address: Shannon, Co.Clare, Ireland

Contact: Julie Dickerson
Job title: Managing Director
Santos Dumont Aviation Email: info@ses.ie
Website: www.santosdumont.com Tel: +353 61360 056
Activities: Aircraft Leasing, Asset Management
Address: 4th Floor, Grattan House, 67-72 Lower Mount Street,
Dublin, Ireland
Contact: Nancy Derby
Job title: Commercial Manager
Email: nancy.derby@santosdumont.com
Tel: +353 860 299 122
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Shannon Group

Website: Shannon Group.com
Activities: Airport

Address: Shannon, Co.Clare, Ireland
Contact: Rose Hynes

Job title: Chairman

Email: rose.hynes@esatlink.com
Tel: +863 859 006

Shinsei Bank

Website: www.shinseibank.com/english

Activities: Banking

Address: Nihonbashi Muromachi Nomura Building 2-4-3
Nihonbashi-Muromachi Chuo-ku, Tokyo, Japan

Contacts:

Koichi Miyatake

Job title: Associate

Email: Koichi.Miyatake@shinseibank.com
Tel: +81 3 6880 8647

Ma Jinjin

Job title: Associate

Email: Jinjin.Ma@shinseibank.com
Tel: +81 3 6880 8631

Moeko Ebata

Job title: Manager

Email: Moeko.Ebata@shinseibank.com
Tel: +81 3 6880 8447

Shook Lin & Bok
Website: www.shooklin.com

Activities: Corporate Banking, Corporate Finance and Litigation

and Dispute Resoultion

Address: 1 Robinson Road #18-00 AIA Tower, Singapore
Contact: Liew Kai Zee

Job title: Partner

Email: slb@shooklin.com

Tel: +65 65 351944

Sigrun Partners

Website: www.sigrunpartners.com
Activities: Finance

Address: Serrano 16 28001 Madrid, Spain
Contact: Eduardo G Sansigre

Job title: Senior Advisor

Email: egsansigre@sigrunpartners.com
Tel: +34 609 440 321

Silveroak Legal
Website: www.silveroaklegal.com

Activities: International finance and corporate and commercial

law with an emphasis on aircraft finance.
Address: P.O. Box 4084, Road Town, Tortola, British Virgin
Islands VG1110 British Virgin Islands and Cayman Islands

Contacts:

Sally Cox

Job title: Managing Partner, BVI Office
Email: scox@silveroaklegal.com

Tel: +1 284 340 8887

Owen Jones

Job title: Managing Partner, Cayman Islands
Email: ojones@silveroaklegal.com

Tel: +1786 777 8546

Simplex Legal
Website: Www.simplexlegal.ca

Activities: Aircraft finance, leasing, maintenance, airline-related
commercial law including cargo, ground handling, real estate,

procurement and IT

Contacts:

Andrea Sepinwall

Job title: Senior Legal Counsel
Email: Andrea@simplexlegal.ca
Tel: +1 514 465 1277

Martine Boucher
Job title: CEO and Co-Founder
Email: Martine@simplexlegal.ca

Simulator Equipment Financing
Activities: Flight Simulator Leasing
Address: 1320 S. Priest Dr., Suite 101, USA
Contact: Richard Johnson

Job title: Managing Member

Email: Rick@fleetwest.net

Tel: +1 480 736 8808

Sky Express

Website: www.skyexpress.gr
Activities: Airline

Address: Athens, Greece
Contact: Yannis Lidakis

Job title: Commercial Director
Email: ilidakis@skyexpress.gr
Tel: +30 28 1510 5227
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Sky Technical Consultants
Website: Sky-Consultants.com
Activities: Aviation Consultants
Address: Heliopolis, Cairo, Egypt
Contact: Mahmoud Osama Fawzi
Job title: CEO

Email: Ceo@Sky-Consultants.com

Contacts:

Kerry Franklin

Job title: Marketing Coordinator
Email: kfranklin@sgrlaw.com
Tel: +1404 815 3761

Peter Barlow

Tel: +20 1001414671 Job title: Partner
Email: pbarlow@sgrlaw.com
Tel: +1212 907 9714
SkyWorks Holdings

Website: www.skyworkscapital.com Marc Latman

Activities: Asset Management, Advisory, Investment Banking, Job title: Partner
Management Consulting Email: mlatman@sgrlaw.com
Address: 283 Greenwich Avenue, 4th Floor, USA Tel: +1 212 907 9787
Contacts: Don Mitchell

Jeff Craine Job title: Partner

Job title: Managing Director Email: dbmitchell@sgrlaw.com
Email: jcraine@skyworkscapital.com Tel: +1 404 815 3591

Tel: +1203 983 6686
Josh Gentner

Steven Gaal Job title: Partner
Job title: Managing Partner Email: jgentner@sgrlaw.com
Email: sgaal@skyworkscapital.com Tel: +1 212 907 9778

Tel: +1 203 983 6688
Shani S. Fisher

Anders Hebrand Job title: Counsel
Job title: Managing Director Email: sfisher@sgrlaw.com
Email: ahebrand@skyworksleasing.com Tel: +1 213 358 7224

Tel: +1 203 983 6683
Marc D. Latman

Matthew Landess Job title: Partner
Job title: Managing Director Email: mlatman@sgrlaw.com
Email: mlandess@skyworkscapital.com Tel: +1 212 907 9787
Tel: +1303 663 6630

Mark Turnbull

Job title: Partner
SmileAir Email: mturnbull@sgrlaw.com
Website: www.smileair.eu Tel: +4420 7084 9245
Activities: Airline
Address: Badaliceva 26¢, Croatia Jaleesa Smith
Contact: Nino Boric Job title: Business Development Coordinator
Job title: CEO Email: jsmith@sgrlaw.com
Email: info@smileair.eu Tel: +1 404 815 3536
Tel: +385 98 164 6233

Lee Watts

Job title: CMO
Smith, Gambrell & Russell Email: Iwatts@sgrlaw.com
Website: http://www.sgrlaw.com Tel: +1404 815 3633
Activities: Bankruptcy, Construction, Cooperative &
Condominium, Corporate, Cybersecurity & Data Privacy, Ben Graham-Evans
Entertainment, Arts & Sports, Environmental, Executive Job title: Partner
Compensation & Employee Benefits, Global Transport, Email: bgraham-evans@sgrlaw.com
Immigration, Intellectual Property, International, Labor & Tel: +44 20 7084 9246

Employment, Litigation, Private Wealth Services, Real Estate, Tax
Law, Technology, Zoning, Planning & Land Use
Address: 1230 Peachtree Street NE, Suite 3100, USA
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Mark Turnbull

Job title: Partner

Email: mturnbull@sgrlaw.com
Tel: +44 20 7084 9245

SOAR

Website: www.soar.aero

Activities: Commercial aircraft repair, moldification and recovery.
Address: 4772 Edgartown Dr., Huntington Beach, CA 92649,
USA

Contact: Chris Merry

Job title: General Manager

Email: cmerry@soar.aero

Tel: +1 949 764 9246

Solenta Aviation

Website: www.solenta.com

Activities: ACMI leasing of regional aircraft
Address: Johannesburg, South Africa
Contact: Michael Adams

Job title: Business Development Manager
Email: michael.adams@solenta.com

Tel: +27 117 074 000

Spdb Financial Leasing

Website: http://www.spdbfl.com.cn/

Activities: Aircraft Leasing

Address: N0.2865 Longteng Avenue, Shanghai, China
Contact: Kanter Zhang

Job title: Senior Manager

Email: zhangjt@spdbfl.com.cn

Tel: +86 213356 6685

Spectre Air Capital

Website: www.spectre.aero

Activities: Aircraft Leasing and Trading

Address: 500 W 5th Street, Austin, TX 78701, USA

Contacts:

Kevin Casey

Job title: President, Spectre Cargo Solutions, LLC
Email: kcasey@spectre.aero

Tel: +1 334 7911076

Jordan Jaffe

Job title: CEO

Email: jjaffe@spectre.aero
Tel: +1 512 5511211

Spire Flight Solutions

Website: www.spireflight.com

Activities: Flight operations support, Flight Crew Services
Address: 950 South Cherry Street Suite 1600, Denver Colorado
80246, USA

Contacts:

Adrian Rodriguez

Job title: Account Manager

Email: AdRodriguez@wfscorp.com
Tel: +1 303 566 3121

Michael Sotir

Job title: Director

Email: msotir@spireflight.com
Tel: +353 1905 3552

Spring Airlines Japan

Website: http://jp.ch.com/

Activities: LCC (Serving Japan domestic and international)
Address: 3F Kozunomori Station Building, 4-11-2 Kozunomori,
Narita City, Chiba Pref. 286-0048, Japan

Tel: +81476 33 7374

Squire Patton Boggs

Website: squirepattonboggs.com

Activities: legal

Address: Ebisu Prime Square Tower, 16/F, 1-1-39 Hiroo, Shibuya-
ku, Japan

Contact: Hisao Hirose

Job title: Senior Partner

Email: hisao.hirose@squirepb.com

Tel: +813 5774 1800

Stellwagen Capital

Website: www.stellwagengroup.com

Activities: Finance and Asset Management

Address: 1 Landmark Square, 22 nd Floor, Stamford CT 06901,
USA

Contact: D. Scott Corman

Job title: CEO

Email: scorman@stellcap.com

Tel: +1 203 914-1230

Stephenson Harwood
Website: www.shlegal.com
Activities: Aviation Finance
Address: Hong Kong
Contact: Tonny Lee

Job title: Senior Associate
Email: tonny.lee@shlegal.com
Tel: +852 2533 2817
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Studio Pierallini Sumitomo Mitsui Finance and Leasing
Website: www.studiopierallini.it Activities: Aircraft Finance
Activities: aviation, bankruptcy, corporate, labour, litigation, Address: 666 3rd Ave, New York, NY, USA
M&A, regulatory, tax Contact: Jeff Holtshopple
Address: Viale Liegi, 28 - Rome, Italy Job title: VP Sales

Email: jeffrey_holtshopple@smflus.com
Contacts: Tel: +1 949 390 3833

Laura Pierallini
Job title: Name Partner

Email: |.pierallini@pierallini.it Swiss Aviation Consulting
Tel: +39 06 8841713 Website: www.swic.aero
Activities: Aircraft Asset Management, Aircraft Sales and
Gianluigi Ascenzi Acquisition Support, Risk Management, Strategic and
Job title: Senior Associate Operational Advisory, Flight Training, Continuing Airworthiness
Email: g.ascenzi@pierallini.it Management Services (CAMO+).
Tel: + 39 06 8841713 Address: Rothusstrasse 9 6331 Huenenberg, Switzerland
Contact: Simon Diggelmann
Francesco Grassetti Job title: Head of Business Development
Job title: Associate Email: sd@swic.aero
Email: f.grassetti@pierallini.it Tel: +41 796 450 605

Tel: + 39 06 8841713

Sybarius
Success410.Com Website: www.sybarius.net
Website: www.success410.com Activities: Law firm
Activities: International Aviation, International Investment Address: Chaussée de Waterloo 880, Belgium
Protection, International Commercial Transactions and Disputes Contact: Jean-Michel Fobe
Address: Merkela iela 21 - 304, Riga, LV-1050, Latvia Job title: Partner
Contact: Ivars Mekons Email: jmfobe@sybarius.net
Job title: Managing Partner Tel: +32 2379 0050

Email: ivars.mekons@success410.com
Tel: +371 2618 4400
Sysco Leasing Software
Website: https://leasing.sysco-software.com

Sumisho Aero Engine Lease Activities: Leasing Software

Website: http://www.sumisho-engine.com Address: 23 Lower Hatch Street, Ireland
Activities: Engine Leasing, Financing and Trading Contact: David Reid

Address: World Trade Center, Office Tower B/16F, The Job title: Head of Marketing
Netherlands Email: dreid@sysco-software.com
Contact: Christopher Rodrigues Tel: +353 1676 8900

Job title: Vice President, Sales & Marketing, Asia & CIS

Email: christopher.rodrigues@sumisho-engine.com
TAAG Angola Airlines
Website: www.flytaag.com

Sumitomo Corporation Activities: Airlines

Website: https://www.sumitomocorp.com/en/jp Address: Rua da Missao, 123 - 5th Andar, Luanda, Angola
Activities: Trade and Lease Contact: Vipula Gunatilleka

Address: 8-11 Harumi 1-chome, Chuo-ku, Tokyo 104-8610, Japan Job title: CFO/Member of the Board

Contact: Kensuke Nakamura Email: vipula@flytaag.com

Job title: Manager Tel: +244 921874352

Email: kensuke.nakamura@sumitomocorp.com
Tel: +81 3 5166 6855
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Tama International Consult

Website: www.tamaconsult.com

Activities: consulting. brokerage

Address: 4945, rue du Bougeoir, QC J8B 3KI, Canada
Contact: Stephan Brecht

Job title: CEO

Email: stephan@tamaconsult.com

Tel: +1 450 512 2082

Taylor English Duma LLP

Website: www.taylorenglish.com

Activities: Aircraft finance

Address: 1600 Parkwood Circle, Atlanta, Georgia 30339, USA
Contact: Robert D. “Bo” Strauss

Job title: Partner

Email: rstrauss@taylorenglish.com

Tel: +1678 336 7289

The Air Law Firm

Website: www.theairlawfirm.com

Activities: Aviation

Address: 48 Dover Street, Mayfair, London, UK
Contact: Aoife O’Sullivan

Job title: Partner

Email: aosullivan@theairlawfirm.com

Tel: +44 7709 432350

The Korea Development Bank

Website: www.kdb.co.kr

Activities: Aircraft Finance, Banking

Address: 99 Bishopsgate, London EC2M 3XD, UK
Contact: Winston Yin

Job title: Head of Aviation Finance EMEA

Email: winston.yin@kdb.co.kr

Tel: +44 207 426 3600

Tilleke & Gibbins

Website: www.tilleke.com

Activities: Full Legal Services (corporate, transactions, financing,
disputes, intellectual property)

Address: Supalai Grand Tower, 26th Floor, 1011 Rama 3 Road,
Yannawa, Bangkok, Thailand

Contact: John Frangos

Job title: Consultant

Email: john fr@tilleke.com

Tel: +66 2056 5555

Titan Airways

Website: www.titan-airways.com

Activities: Airline, Lease, Cargo, Charter, Trading

Address: Enterprise House, Stansted Airport, Essex, CM24 1RN,
UK

Contact: Alex Harrington

Job title: Commercial Director

Email: aharrington@titan-airways.co.uk

Tel: +44 1279 680616

Titan Aviation Leasing

Website: www.titanaviationltd.com

Address: 6 Temasek Boulevard, #35-01 Suntec Tower Four,
Singapore 038986, Singapore

Contact: Joerg Andriof

Job title: Senior Vice President

Email: joerg.andriof@titanaviationleasing.com

Tel: +65 6988 5281

TMF Group

Website: www.tmf-group.com

Activities: Accounting & reporting, licensing & collection,
VAT & IPT, corporate secretarial, domiciliary & management,
international incorporations, registrar & shareholder, HR &
payroll, capital markets services, PERE, private clients, and legal
& fund administration

Address: Luna ArenA, Herikerbergweg 238, 1101 CM,
Amsterdam, The Netherlands

Contact: Kevin Butler

Job title: Managing Director

Email: Kevin.Butler@tmf-group.com

Tel: +353 1 611 4012

Tokyo Century Corporation

Website: https://www.tokyocentury.co.jp/en/

Activities: Asset Based Lending, Aircraft Leasing, and Japanese
Tax Leases

Address: 3 Kanda Neribeicho, Chiyoda-ku, Tokyo, Japan
Contact: Takamasa Marito

Job title: Joint General Manager and Head of Global Marketing
Email: marito.t@tokyocentury.co.jp

Tel: +813 5209 6399

Tokyo SPC Management
Website: http://www.tokyospc.co.jp
Address: 4-7-14, Akasaka, Minato-ku, Tokyo, Japan

Contacts:

Takao Nakayama

Job title: Advisor

Email: thakayama@tokyospc.co.jp
Tel: +81 03 3560 1115

TrueAero Asset Management

Website: www.trueaero.com

Activities: Aircraft & parts trading and leasing
Address: USA

Contact: Karl Drusch

Job title: CEO

Email: kdrusch@trueaero.com

Tel: +1 682 247 3961
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TrueNoord Vedder Price
Website: www.truenoord.com Website: www.vedderprice.com/
Activities: We serve the needs of regional airlines, providing fully Activities: Global Transportation Finance
financed leasing solutions for both new and used aircraft. We Address: 10 Collyer Quay #37 06/10, Ocean Financial Centre,
specialise in ATR, Bombardier and Embraer types. Singapore 049315, Singapore
Address: Bavinckhouse, Prof. J.H. Bavincklaan 4, 1183 AT
Amstelveen, The Netherlands Contacts:
Contact: Anne-Bart Tieleman Kim Ji Woon
Job title: CEO Job title: Shareholder
Email: abtieleman@truenoord.com Email: jkim@vedderprice.com
Tel: +3120 3011777 Tel: +65 6206 1300
Bill Gibson
Turkish Airlines Job title: Partner
Website: https://www.turkishairlines.com/ Email: bgibson@vedderprice.com
Activities: Commercial Airline Tel: + 65 6206 1300

Address: Yesilkdy Mahallesi, Havaalani Cad. No:3/1, Bakirkdy,
istanbul, Turkey
Vietnam Airlines

Contacts: Website: www.vietnamairlines.com

Hande Soéyler Activities: Aviation transportation

Job title: Supervisor, Aircraft Finance Address: 200 Nguyen son str. Long bién dist. Hanoi city,
Email: hbacak@thy.com Vietnam

Tel: +90 212 463 6363 (Ext:11613)
Contact: Mai huu tho

Ezgi Ozer Akay Job title: Manager internal auditing
Job title: Supervisor, Contracts Email: Thomaihuu@vietnamairlines.com
Email: eakay@thy.com Tel: +84 243 732 732

Tel: +90 212 463 6363 (Ext: 11674)

VT San Antonio Aerospace

TVPX Trust Services Website: https://www.stengg.com/en/aerospace/

Website: www.tvpx.com Activities: Airframe Maintenance & Modification, Engineering
Activities: Aircraft Owner Trust Services Services

Address: 39 East Eagle Ridge Drive, Suite 201 North Salt Lake, Address: 9800 John Saunders Road, San Antonio, TX 78216,
UT 84054, USA USA

Contact: Scott Nielsen Contact: Irving Tjin

Job title: SVP Job title: VP Marketing & Sales

Email: scott@tvpx.com Email: irving tjin@vt-saa.com

Tel: +1 801 877 0509 Tel: +1 210 293 3595

Tyabji Dayabhai Wadia Ghandy & Co.

Website: www.tyabjidayabhai.com Activities: Aviation-transaction advice (including leasing and
Activities: The firm represents various leasing companies including financing), regulatatory and litigation

GECAS, Avolon, DAE, Aero Capital Solutions, Wings Capital, Address: Wadia Ghandy & Co., 2nd floor, N.M. Wadia building,
CDBALF, ACG, Intrepid, Milestone, Jackson Square, Altavair, 123 Mahatma Gandhi Road, Mumbai 400001, India

Macquarie, Cheung Kong, Alterna; banks including US Exim, EDC, Contact: Marylou Bilawala
Investec, Deutsche Bank, Wilmington Trust, Wells Fargo, Bank of o o

Nova Scotia, Standard Chartered, KFW, ING, Natixis in matters Job title: Partner Head-Aviation

including lease and sale of aircraft to Indian operators. Email: marylou.bilawala@wadiaghandy.com

Address: Lentin Chambers, Dalal Street, Mumbai 400001, India Tel: +9122 22715611 (Direct) +9122 22715600 (Board)

Contact: Nimish Vakil

Job title: Partner

Email: nimish.vakil@tyabjidayabhai.com
Tel: +91 22 2265 0342
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Walkers

Website: www.walkersglobal.com

Activities: Aviation Law

Address: The Exchange, George’s Dock, IFSC, Dublin 1, Ireland

Contacts:

Ken Rush

Job title: Partner

Email: ken.rush@walkersglobal.com
Tel: +353 1470 6619

James Burch

Job title: Partner

Email: James.Burch@walkersglobal.com
Tel: +1 345 814 4634

Kristen Kwok

Job title: Partner

Email: kristen.kwok@walkersglobal.com
Tel: +852 2596 3324

David McGovern

Job title: Partner

Email: david.mcgovern@walkersglobal.com
Tel: +353 1470 6663

Jonathan Betts

Job title: Partner

Email: jonathan.betts@walkersglobal.com
Tel: +1 441242 151

Wataniya Airways

Website: wataniyaairwats.com

Activities: Commercial aviation

Address: Kuwait International Airport Farwwaniya, Kuwait

Contacts:

Barrak Al Tarrah

Job title: Marketing Manager

Email: barrak.altarrah@wataniyaairways.com
Tel: +965 22066516

Harish Kutty
Job title: Commercial Director
Email: harish.kutty@wataniyaairways.com

Webber Wentzel

Website: www.webberwentzel.com

Activities: Finance, regulatory, general

Address: 90 Rivonia Road, Sandton, 2196, South Africa
Contact: Haydn Davies

Job title: Partner

Email: haydn.davies@webberwentzel.com

Tel: +27 11 530 5209

Wells Fargo Securities

Website: www.wellsfargo.com

Activities: Senior secured financing

Address: 550 S. Tryon Street, 5th Floor, Charlotte, NC 28202,
USA

Contact: Will Eustis

Job title: Managing Director

Email: william.eustis@wellsfargo.com

Tel: +1 704 4102439

WERK Aviation Asset Management

Website: www.werkasset.com

Activities: asset management regional aircraft and engines,
lease return planning, technical audits, Delivery, lease return
Address: 67 Scimitar Heath, Calgary, AB, T3L 2E1, Canada
Contact: Kirk Watson

Job title: Managing Director

Email: md@werkasset.com

Tel: +1403 617 5572

Westpac Banking Corporation

Website: www.westpac.com.au

Activities: Bankers including financiers to quality airlines and
aviation leasing companies.

Address: Westpac Place, Level 3, 275 Kent St, Sydney NSW,
Australia

Contact: Antony Boland

Job title: Head of Aircraft Finance, Transport and Logistics, Asset

Finance
Email: aboland@westpac.com.au
Tel: +612 8254 8714

Willis Asset Management

Website: www.willisasset.com

Activities: Consultancy, Technical Services, Part 145
Maintenance, CAMO

Address: Aviation House, Brocastle Avenue, Bridgend, CF31
3XR, UK

Contact: Christopher Giles

Job title: Sales & Marketing Manager

Email: cgiles@willisasset.com

Tel: +44 165 675 4788

Winston & Strawn

Website: www.winston.com

Activities: Antitrust/Competition; Corporate & Finance; Energy
& Environmental; Intellectual Property; Labor, Employment,
Employee Benefits & Executive Compensation; Litigation; Tax
Address: Winston is headquartered in Chicago: 35 West Wacker
Drive, Chicago, IL 60601-9703, USA

Contacts:

Mark Moody

Job title: Partner

Email: mbmoody@winston.com
Tel: +44 20 7011 8714
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Chris Boresjo Job title: Consultant, MR Forecasting
Job title: Partner Email: eross@zeevogroup.com
Email: cboresjo@winston.com Tel: +1 760 933 8607

Tel: +44 20 7011 8712

Michael O’Brien Zimex Aviation

Job title: Partner Website: www.zimex.ch

Email: mpobrien@winston.com Activities: Express Cargo, Utility Aviation, Maintenance

Tel: +1 312 558 8097 Address: Cherstrasse 4, P.O.Box, 8152 Glattbrugg, Switzerland
Contact: Daniele Cereghetti

Pete Morgan Job title: CEO

Job title: Partner Email: daniele.cereghetti@zimex.ch

Email: pmorgan@winston.com Tel: +4144 81554 11

Tel: +1 212 294 6960

Address: 200 Park Avenue, New York, New York 10166 United Zuckert, Scoutt & Rasenberger

States Website: www.zsrlaw.com

Contact: Deepak Reddy Activities: Aircraft Transactions and Aviation Law

Job title: Partner Address: Suite 700, 888 Seventeenth Street, N.W., Washington,
Email: dreddy@winston.com D.C. 20006, USA

Tel: +1 212 294 4678 Contact: William H. Callaway, Jr.

Job title: Partner

Email: whcallaway@zsrlaw.com
World Star Aviation Services Tel: +1 202 298 8660
Website: www.worldstaraviation.com
Activities: Aircraft leasing
Address: 250 Montgomery St., 16th Floor, USA

Contacts:

Garreth Slevin

Job title: Director

Email: GSlevin@worldstaraviation.com
Tel: +1 415 956 9426

Marc larchy

Job title: Director

Email: Miarchy@worldstaraviation.com
Tel: +44 20 3514 6969

Zeevo Group LLC

Website: zeevogroup.com

Activities: Zeevo Group’s global team of industry experienced
professionals advise lessors, manufacturers, and airlines on a
range of business operations, technology, internal control and
software development matters.

Address: 701 Fifth Avenue; Floor 42, USA

Contacts:

Joey Johnsen

Job title: Principal

Email: jjohnsen@zeevogroup.com
Tel: +1 760 933 8607

Angela Geremia

Job title: Head of Technical Advisory
Email: ageremia@zeevogroup.com
Tel: +1 760 933 8607

Ethan Ross
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