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Editorial

More clouds gathering on horizon
More airlines have ceased operations and net margins are being squeezed. Yet overall, 
carriers are still profitable and there is no shortage of liquidity in the industry. 
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A 12-month period does not seem long and many things 
in the aviation industry can change. 

In June, International Air Transport Association (IATA) 
downgraded its forecast for global airline profitability 
for the year to $28 billion from the $35.5 billion profit it 
previously predicted in December 2018. Such a result 
would mean a reduction on the $30 billion net post-
tax profits which airlines generated in 2018. Costs are 
expected to grow by 7.4%, outpacing an expected 6.5% 
rise in revenues.

As a result, net margins are expected to be squeezed 
this year to 3.2%, from 3.7% in 2018, while profit per 
passenger will also decline to $6.12 from $6.85 in 2018. 

Strong competition is curtailing airline yields, while 
rising costs from everything from labour to fuel and 
infrastructure, combined with an intensifying trade war 
between the USA and China, means airline margins are 
being eroded.

More clouds are gathering on the horizon. A year 
ago, IATA was predicting $33.8 billion in profits, a 12% 
downgrade from an earlier forecast, meaning the 2018 net 
profits were to translate into 4.1% net margin, the lowest 
net margin recorded by the airline industry since 2015.

This year, net margins will further erode but, overall, 
airlines are still operating at a profit.

Airline restructurings are underway. In the first quarter 
of 2019, low-cost airline Ryanair issued its second profit 
warning in four months, saying airfares were falling more 
than expected over the winter. 

A large number of airlines ceased operations last year 
as the pinch of rising fuel prices and labour costs, as well 
as rising interest rates, took their toll on carriers. This 
year’s casualties include Germania, Wow Air, Flybmi, Insel 
Air, Shaheen Air, Avianca Brasil, Jet Airways, Aigle Azur, 
while Flybe in the UK was rescued in February. 

One part of the industry that has not changed over 
the past 12 months is availability of capital. There is no 
shortage of liquidity and the $140 billion-worth of new 
aircraft hitting the market in 2019, bar nine months of 
non-Max deliveries, will be met because all indicators are 
green.

The banking market remains open for airlines and 
lessors and, despite being very competitive, no one sees 
any forms of retrenchment in terms of the number of 
banks.

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 

transitions. Equally, more mid-life lessors have tapped the 
secured markets – notably asset-backed securities – both 
as a refinancing tool and to facilitate portfolio sales. 

At an industry event in Dublin at the end of March, the 
mood among lessors and financiers was mixed, but the 
general consensus was that a cyclical downturn is near. 
Some are still upbeat but the market is under pressure 
from airlines to lessors, and the Max situation is adding 
another layer of stress. 

Others say the downturn has begun already. Another 
group feels the industry has peaked after low fuel prices, 
cheap capital and strong traffic demand facilitated a 
protracted period of growth. 

In August, oil prices jumped to almost $80 a barrel, the 
highest level since November 2018. Oil prices were less 
than $50 a barrel at the start of 2019. By September, oil 
prices had come down to $58 a barrel, but it was back at 
$63 a barrel by the time Airfinance Journal Annual went 
to press. 

Traditionally, airlines place new orders in the good times 
but the 2019 Paris air show saw a lot of commitments, yet 
few firm orders.

Airfinance Journal recorded a total of 810 aircraft 
announcements at the air show with only 140 firm orders, 
all made by airline customers. European manufacturer 
Airbus booked 114 firm orders while Embraer had 24 firm 
orders. ATR had firm orders for two aircraft, although 
it announced a total of 75 aircraft at the show. No firm 
orders were recorded from Boeing and Bombardier. 
On the “other commitment” side, airline customers 
represented 63% of the announcements. The Airbus 
A321XLR grabbed the headlines. in Paris but the talk of the 
show was the meaning of the International Airline Group’s 
(IAG) commitment for up to 200 Boeing Max aircraft.

In fairness, no one saw this coming. There were 
rumours, before the show, that an announcement could 
feature the Max model, which has been grounded since 
March. Boeing’s top priority is to fix the Max problems and 
make sure it gets recertified soon. 

Therefore, an order announcement (or any kind of 
commitment, as it seems to be the fashion these days) at 
the air show, if any, had to send a strong message to the 
marketplace: top-tier group of airlines, huge number of 
aircraft. Boeing did even better to make sure it would be 
the “announcement of the air show”: stealing an Airbus 
narrowbody customer. 

Terms on the pricing and the Boeing Global Services 
agreement were probably key to the deal. 
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The commercial aviation industry 
is inextricably linked to the 

global economy. It plays a critical 
role in supporting trade as well as 
connecting people. By nature, it 
is highly exposed to all manner of 
macroeconomic and geopolitical 
factors; however, the industry has 
demonstrated a remarkable resilience 
across economic cycles and global 
shocks by achieving sustained growth 
over many decades. 

In 2019, with an estimated $899 
billion to be spent on commercial air 
transport, it will account for about 1% 
of global GDP as estimated by the 
International Air Transport Association 
(IATA). Comprising 2.9 million direct 
jobs, 70 million supply chain jobs 
and carrying $6.7 trillion-worth of 
international trade by air, the industry 
will generate forecast gross value-
added revenues of $3.1 trillion in 2019. 

This is accomplished by the more 
than 30,000 aircraft in the commercial 
air transport fleet (comprising 
narrowbody, widebody, regional 
jet and turboprop) in active service 
and operated by more than 1,000 
commercial airlines globally but with 
the top 10 operators accounting for 
almost one-quarter of the global fleet 
and the top 100 accounting for about 
two-thirds, according to CAPA’s fleet 
database. 

What are the long-term air traffic 
demand trends?
The correlation between demand for 
commercial air transport and gross 
domestic product (GDP) has long been 
noted. IATA has calculated that global 
annual passenger traffic has risen at a 
multiple on average of 1.7 times global 
GDP growth over the past 25 years, 
while at the same time freight traffic 
volumes saw an average growth of 1.9 
times GDP growth. 

These positive correlations have 
demonstrated remarkable resilience 
even in the face of exogenous shocks. 

Most significantly, 11 September 2001 
and the 2008 global financial crisis 
negatively impacted traffic demand 
in the short term (and profitability in 
the medium term), but subsequently, 
demand did rebound. Furthermore, 
in the wake of these crises, a number 
of bankruptcies ensued spurring 
merger and acquisition activity that 
consolidated the US market and 
resulted in its restructuring to more 
robust operating models. They also 
triggered much-needed cost and 
financial discipline in many airlines, 
which continues to endure.

In its 2018 20-year outlook, Boeing 
forecast economic growth of 2.8% 
and traffic growth of 4.7% a year on 
average, equivalent to a traffic growth-
to-GDP multiple of 1.7 from 2018 to 
2037. 

How is airline performance tracking?
Historically, conditions of expanding 
economic activity and strong air traffic 
demand growth have not necessarily 
translated proportionally into airline 
profitability. Volatility in fuel prices 
can quickly raise costs, whereas more 
favourable operating conditions can 
lower the barriers to entry and invite 

new competition to the field and, as a 
result, put pressure on revenues. 

While consolidation has been 
evident in developed markets in 
recent years, there have also been 
a number of new airline entrants, 
particularly in emerging markets, 
encouraged by favourable operating 
conditions – moderate fuel prices, 
access to new-technology aircraft and 
market liberalisation being the most 
encouraging.

In spite of – or perhaps because of 
– the strong market conditions, airline 
failures have also continued: Primera 
Air, Wow Air, Avianca Brasil, Jet 
Airways, Air Berlin, Monarch and Aigle 
Azur, to name but a few, are all recent 
victims of the intensely competitive 
environment.  

Meanwhile, merger and acquisitions 
between various business models 
have continued – for example, full-
service carrier Cathay Pacific recently 
completed its acquisition of the low-
cost carrier (LCC) HK Express, making 
it a wholly owned subsidiary. 

Finally, the large airline groups 
continue to consolidate market 
leadership: the top 15 airline groups 
account for nearly half of the world’s 

Clear skies ahead? 
The Alton Aviation Consultancy Industry Altimeter 2019 looks at the state of 
commercial aviation and aircraft leasing.

Source: Airlines for America: Annual Financial Results: World Airlines (Data for 2000-2003), IATA Industry Statistics June 2019 
(Data for 2004-2019F) 

-6.0% 

-4.0% 

-2.0% 

0.0% 

2.0% 

4.0% 

6.0% 

G
lo

ba
l N

et
 P

ro
fit

  M
ar

gi
n 

Global airline net profit margins, 2000-2019F



7www.airfinancejournal.com 

Industry review and outlook:   Alton AviAtion ConsultAnCy

capacity. However, some of the 
largest, historically fastest-growing 
airlines appear to be throttling back, 
most notably Emirates Airline and 
other Gulf carriers.

Although the airline sector has 
historically been a challenging sector 
for investment, it has recently enjoyed 
more stable financial returns, with 
high levels of profitability at margins 
not seen in decades. Specifically, 
between 2000 and 2009, the industry 
experienced losses in all but three 
years, while, conversely, the industry 
has seen profits in each year since 
2010. 

However, the large profits in 2018 
were not spread evenly over each 
global region. Total net profit for 
2018 was $30 billion, with North 
America responsible for generating 
$14.5 billion or almost half of the 
industry’s profits. The North American 
carriers’ improved profitability is 
particularly attributable to the post-
crisis bankruptcies and subsequent 
airline consolidation; its resulting 
pricing power, capacity discipline and 
improved cost management, but at the 
same time reinvestment in the fleet 
and product, are equally echoed in 
record load factors.  

In Europe and Asia-Pacific, where 
demand was strong but yields proved 
more challenging, each contributed 
sizeable portions of the remaining 
profit, while the Middle East and Latin 
America made comparatively modest 
contributions, and Africa generated 
a loss.

The trend of (historically) high 
profitability is forecast to continue 
throughout the remainder of 2019; 
however, the outlook of its magnitude 
has been revised downward. IATA, in 
its recent Economic Performance of 
the Airline Industry, 2019 June report, 
downgraded its previous (December 
2018) global profit forecast for 2019 
from $35.5 billion to $28 billion 
citing a deterioration of the business 
environment with rising fuel prices and 
substantial weakening of global trade. 
This figure represents a $2 billion 
decline in net profit from 2018. Cost 
growth, forecast at 7.4%, will outpace 
6.5% growth in revenues, thereby 
tightening net margins to 3.2% (down 
from 3.7% in 2018). This amounts to a 
profit per passenger of $6.10 (down 
from $6.90 in 2018) with a forecast 
return on invested capital of 7.4%.

So far, 2019 has presented a 
mixed bag of results, with a particular 
divergence between the passenger 
and freight markets in demand and 
correspondingly in performance. 
Passenger load factors hit an all-time 
high in May, while the seasonally 
adjusted freight load factor declined 
to 45.8% down 3.5% over the year. 
Global yields have stabilised in recent 
months with caution around adding 
capacity, but remain 2.9% lower than 
a year ago.

In the passenger market, the 
latest traffic results (June 2019) show 
demand growth continues but at a 
slower pace – up 5% year on year 
outpacing capacity growth of 3.3% 
resulting in improved load factors at 
84.4%, setting a record for June. 

In the air cargo market, demand fell 
4.8% in June year-on-year – the eighth 
consecutive month of negative annual 
growth amid a 2.6% rise in capacity 
resulting in a 3.5% drop in freight 
load factor. IATA notes Brexit-related 
trade uncertainty in Europe and trade 
tensions (tariffs) between the US and 
China have notably contributed to a 
decline in export orders, with many 
manufacturers and shippers taking a 
wait-and-see approach compounding 
uncertainty and dampening demand.

For the second quarter of 2019, 
IATA notes improved performance 
in North America while softening in 
Europe and the Asia-Pacific region 
with the exception of India. Better-
than-expected earnings from Delta 
Air Lines and United Airlines gave 
the market a bullish outlook for their 
second-half performance, and even 
carriers with significant exposure to 

the Boeing 737 MAX grounding, which 
had warned of an impact to their 
results, posted strong performance 
– American Airlines forecasted a 
$185 million impact to pre-tax on the 
cancellation of 7,800 737 MAX flights 
over the quarter but, despite these 
adversities, posted net profit up 5% 
year on year on record revenues.

In Europe, some of the major 
carriers are seeing challenging 
conditions – Turkish Airlines saw 
its second-quarter net income drop 
nearly 80% from the previous year, to 
$26 million from $127 million, citing 
declining domestic demand, the move 
to the new Istanbul airport, as well 
as 737 MAX grounding and delayed 
Airbus A320neo deliveries. 

Perhaps, not surprisingly, given the 
bearish results, global airline stocks 
have underperformed relative to the 
global equity markets for the first 
half of 2019. The US Global Jets ETF, 
for example, a portfolio comprised 
of passenger and cargo airlines, 
aircraft, manufacturers and airport 
and terminal services stocks, grew 
8.4% over the period while major US 
indexes – the Dow Jones, Nasdaq and 
S&P 500 – grew 14%, 20.7% and 17.3% 
respectively.

Where are we in the cycle… and 
where is it heading?
The sustained prosperity of the airline 
industry has caused some to posit 
that it has formed a more stable 
foundation while others conclude 
that the industry is simply enjoying an 
above-average peak in the cycle, and 
that it has not yet proven its resilience 
through a complete industry cycle or 

 
Source: IATA: Economic Performance of the Airline Industry, Mid-year report, June 2019 
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in an environment of sustained high 
fuel prices. Thus, there continues to 
be a debate on the likelihood and 
timing of a recession – economists 
are pointing to leading indicators, 
such as the inversion of the two-year 
versus 10-year Treasury bond yield 
curve. 

The OECD’s global composite 
leading indicator, which is comprised 
of a range of indicators to alert of 
early signals to turning points in the 
business cycle, has been trending 
down for 18 consecutive months; 
however, not all such downtrends 
lead to global traffic recessions.

IATA forecasts global GDP growth 
for 2019 at 2.7%, down 0.4% from 
2018, while passenger traffic growth 
is now forecast to grow 5%, also 
down from the 2018 level of 7.4%. 
The earnings before interest and tax 
(Ebit) margin of the airline industry is 
projected to be 5%, down from 5.8% 
last year.

While there are a large number 
of risks that could impact the 
industry in the longer term, the 
near-term outlook across some key 
parameters are still relatively strong, 
although down from recent levels. 
The International Monetary Fund 
(IMF) notes a change in its global 
economic outlook over the past year, 
citing the US-China trade tensions, 
macroeconomic stress in Argentina 
and Turkey, disruptions to the motor 
sector in Germany and tighter credit 
policies in China, to name a few. 

In addition, the IMF has observed 
financial tightening alongside the 
normalisation of monetary policy 
in the larger advanced economies 
and that global technology supply 
chains, in particular, are significantly 

susceptible to US sanctions. Last, 
the IMF notes increased uncertainty 
around several global trade 
agreements is having a significant 
impact on its outlook.

Of course, Brexit is another 
major question mark. UK and 
EU companies continue to be 
challenged by uncertainty with the 
potential for a no-deal Brexit by the 
impending 31 October 2019 deadline. 
How will the respective aviation 
authorities recognise each other’s 
certificates? How will pilots’ licenses 
be transferred? For suppliers and 
aftermarket participants – how will 
licensing, certification and regulations 
be treated? In all instances, the 
degree of reciprocity is unclear and 
particularly concerning to those 
companies affected. 

Ownership concerns have seen 
numerous UK operators establish a 
second air operator’s certificate in 
an EU country. Industry participants 
continue to be frustrated by the 
inability to plan effectively around 
it. Airbus’s chief executive officer 
declared Brexit planning a “disgrace” 
and highlighted the real likelihood of 
the European manufacturer moving 
its UK production, taking thousands 
of jobs with it. 

Passengers fear flight disruptions, 
as well as congestion and confusion, 
by new passport and customs 
rules. The only certainties are the 
complexity and expense that will 
accompany the outcome.

Looking further ahead, GDP 
growth is expected to be consistent 
at 3.6% to 3.7% over the next five 
years, according to the most recent 
projections from the IMF. Growth in 
advanced economies could decline 

from the 2.2% achieved in 2018 to 
1.6% in 2024, while emerging markets 
and developing economies are 
forecast to see an acceleration in GDP 
growth to 4.9% in 2024 from 4.5% in 
2018. The US will see GDP growth 
slow down from 2.9% in 2018 to 1.6% 
in 2024, according to the IMF. 

Aircraft demand and supply 
dynamics – how many aircraft are 
needed over the next two decades?
Commercial air transport demand 
comprises both passenger and 
freight air transport. Today’s global 
commercial air transport fleet 
(including jet and turboprop aircraft) 
totals 30,331 units in active service, of 
which 26,351 are in passenger service 
dedicated freighter configurations, 
with the remainder in various utility 
roles. The demand for new aircraft 
deliveries is driven by the combination 
of the need to replace those that are 
being retired plus the need to satisfy 
the market’s expansion.

Boeing’s Commercial Market 
Outlook (2018-37) forecasts that 
over the 20-year period, 42,730 new 
commercial jet aircraft (excluding 
turboprops), at a market value of more 
than $6 trillion, will be delivered. Of 
the total new deliveries, 56% of the 
units will be for growth while the 
remainder will be to replace retired 
aircraft. With 5,810 aircraft retained, 
the total global fleet is forecast by 
Boeing to be 48,540 in 2037.

Airbus’s Global Market Forecast 
(2018-37) shows a total fleet of 47,987 
by 2037, with 37,389 deliveries over 
the 20-year period. However, the 
different forecasts must be set in 
context of different starting bases 
and definitions: Boeing starts from 
a fleet of 24,400 commercial jet 
aircraft (excluding turboprops) at the 
beginning of 2018, while the Airbus 
forecast starts with a 2018 starting 
fleet of 24,453 passenger aircraft 
above 100 seats and freighter aircraft 
above 10 tonnes. 

Economic expansion and liberalised 
markets are stimulating demand
Demand growth drivers are headlined 
by the following: economic and 
middle-class expansion (particularly in 
emerging markets), stimulation from 
low fares and market deregulation/
liberalisation.

Source: IATA Industry Statistics, June 2019 
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During the next two decades, while 
global GDP is forecast to grow on 
average 2.8% a year, Boeing estimates 
that airline traffic will outpace it at 4.7% 
a year. The Asia-Pacific region will be 
responsible for nearly 40% of future 
aircraft demand for deliveries, and that 
the fastest growing and the greatest 
in terms of real volume will occur in 
China. To cater to this traffic growth, 
Boeing estimates an average annual 
fleet growth rate of 3.5%, resulting in 
an almost doubling of the global fleet 
over the next 20 years.

Freight traffic has been trending 
upward over the past few years with 
the expansion in e-commerce and the 
narrowing of the price gap between 
air and sea shipping. Despite the 
substantial improvement over the 
past few years, some headwinds 
have formed, with IATA reporting air-
freight traffic volumes declining 4.8% 
in June 2019 year on year. Boeing 
forecasts air cargo traffic (in revenue 
tonne-kilometres) to grow on average 
by 4.2% a year over the next two 
decades.

Growth demand driver – economic 
and middle-class expansion is 
creating more traffic 
The drivers of demand are not only 
the underlying propensity to travel 
but also the prevailing economic 
conditions. The IMF projects global 
growth of 3.3% in 2019 and 3.6% 
in 2020. While long-term global 
economic growth has not been at 
record levels in recent years, there 
are a few key performers, specifically 
China and India, which have been the 
most significant contributors to global 
GDP growth. 

The emerging and developing 
market economies experienced a 
post-crisis low in 2016 and were 
particularly hit by declines in 
commodity export levels and prices. 
The World Bank observes that growth 
is strengthening, but is moderated by 
sluggish productivity growth. 

By 2037, it is expected that the 
top three economies by GDP will be 
China, the US and India. According 
to the Organisation for Economic Co-
operation and Development (OECD), 
developed economies are projected 
to constitute about half the global 
GDP, down from about two-thirds 
today. Many developed countries 

will grow below the global average – 
notably the US, UK and a number of 
countries in Europe. 

China will boost the Asia-Pacific 
average, with rates at, or in excess 
of, 6% a year through the end of this 
decade. Some indications of the 
slowdown in China include industrial 
production, profits and revenues, and 
risk of reduced foreign trade given the 
escalation of trade tensions. 

Consumer spending has been solid 
in developed countries and global 
tourism has reached record levels with 
economic growth having an amplified 
effect on air travel. The World Trade 
and Tourism Council determined 
that travel and tourism growth has 
outpaced that of the global economy 
each year since 2011, and the trend is 
forecast to continue for the decade 
ahead. 

Income growth in many of the 
world’s most populous countries 
is a key driver in global demand. 
Developing economies are 
increasingly transitioning to more 
service-based economies and, as 
countries’ middle-class populations 
grow, their discretionary spending 
rises. Further, the lower the GDP base, 
the greater the increase in propensity 
to travel. 

Emerging markets, compared 
with developed markets, have low 
aircraft-to-population ratios and 
fewer average trips per person. The 
expected growth of the middle class 
in Asia-Pacific is most significant – 
more than doubling over the next two 
decades – which alone will introduce 
over 1.3 billion more people to the 

middle class, according to estimates 
by Airbus. The proportion of aircraft 
used for growth is higher in emerging 
markets, while, conversely, the 
replacement proportion is higher in 
developed markets.

As a result of differing market 
growth rates across regions, there will 
be a reordering of the world’s largest 
air traffic markets in the coming years. 
China is estimated to overtake the 
United States as the largest domestic 
market, while India is projected to 
become the third-largest commercial 
aviation market in the world in the 
2020s. These two factors combined 
will make Asia-Pacific the largest 
market for travel within the next two 
decades. 

Latin America is also expected to 
see traffic grow above the global 
average, with recent investments 
in Latin American carriers expected 
to improve their operations 
and profitability, but only if a 
commensurate investment in airport 
infrastructure is made to support 
tourism growth. 

Single-aisle aircraft are anticipated 
to be most in-demand in these 
emerging markets and will continue 
to open up new routes, particularly 
domestic and intra-regional.

Growth demand driver – low fares 
are stimulating the market
One of the most significant drivers 
of growth has been the increased 
proliferation of low-cost carriers. LCCs 
subscribe to a different business 
model from that of the traditional full-
service airline, which enables them 

 

 Source: Boeing: Commercial Market Outlook 2018-2037 
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to stimulate passenger demand with 
lower fares because of their lower 
cost base. The typical characteristics 
of the LCC model include a 
standardised fleet type of single-aisle 
aircraft that operate at high utilisation 
levels with short airport turnaround 
times across a point-to-point network, 
often leveraging secondary airports, 
with a high reliance on ancillary 
revenues. 

LCCs tend to distribute sales 
primarily through direct channels 
and have debundled fares so that 
passengers pay for only what they 
need. In 2018, LCCs accounted for 
30% of the global market by seat 
capacity, according to data from OAG. 

It is evident that LCCs have driven 
down fares in the markets in which 
they operate and that there is a 
degree of demand that is stimulated 
by these low fares. The LCC model 
first put down roots in the US market, 
then further refined in the European 
market where it popularised the ultra 
low-cost carrier (ULCC) model and, 
in more recent years, has rapidly 
inundated Asia. LCC fares have 
declined at a greater rate than global 
averages in regions such as Asia, 
where the concentration of LCCs is 
high. While the lower revenues have 
been accompanied by decreased 
costs, the savings have been to the 
benefit of the customer rather than to 
the bottom line of the airlines.

The LCC model has proven 
particularly effective where 
populations are dense and distances 
are close. In terms of regional LCC 
penetration by seats in 2018, South-
East Asia led the way at 55%, followed 
by Europe at 42%. Next was Latin 
America at 36% and North America at 
32%. Even so, the LCC market still has 
a substantial runway for growth.  

While the largest two markets (by 
seat capacity), Europe and North 
America, have high LCC presence, 
China, the third-largest market, has 
just 10% LCC penetration, which is 
the lowest of all regions globally. But 
China may follow the trajectory of 
other countries in rapidly increasing 
penetration as regulations are relaxed, 
as was seen in Japan recently and in 
India, where the LCC share jumped 
from about 48% in 2008 to more than 
69% in 2018, according to CAPA.

LCCs are also responsible for the 
booming ancillary revenue market. 

Examples include fees for baggage, 
onboard food and beverages, 
assigned seats, etc. IdeaWorks 
estimated that $92.9 billion in ancillary 
revenues were collected in 2018, 
jumping 13% from 2017 and amounting 
to growth of more than 300% from 
2010. This was more than 10% of 
global airline revenue. Some LCCs 
have generated in excess of 30% of 
their revenue from ancillary charges, 
which are particularly high in the 
onboard services category. 

However, ancillary revenue is no 
longer only the domain of the LCCs; 
traditional airlines have made inroads 
in this space and have generated 
significant income in adopting these 
fees, particularly from baggage, 
preferred seat assignments and 
frequent-flyer programmes (sale of 
miles). Naturally, the regions with the 
highest LCC penetration – the United 
States, Europe and Asia – are the 
leaders in ancillary revenue collection.

Growth demand driver – market 
liberalisation makes more friendly 
skies
Ongoing market liberalisation, 
stemming from the deregulation of 
the commercial airline industry in the 
late 1970s, has allowed airlines to 
supply capacity as they see fit in the 
markets they find attractive, with less 
government involvement. Not only 
has liberalisation enabled greater 
competition, but also it has enabled 
greater cooperation among airlines. 
Open-skies agreements have opened 
up more routes for competition as 
foreign ownership rules have been 

relaxed. Domestic deregulation has 
increased within specific markets, 
such as India, adding more domestic 
routes and, in so doing, increasing 
demand, particularly for narrowbody 
aircraft. The overall effect has been 
a reduction of barriers to entry, 
enabling, most notably, LCCs that 
would not otherwise have been able 
to overcome regulatory constraints. 

LCCs have opened up more 
secondary destinations and added 
more point-to-point routes while 
driving down fares for consumers. 
IATA determined that, in 2018, there 
were 21,314 unique connected city 
pairs, an increase of 108% over the 
total in 1998.

Many of the new aircraft will replace 
those retiring 
Airbus and Boeing anticipate about 
30% and 44%, respectively of new 
aircraft deliveries will be to replace 
aircraft that will be retired over the 
next 20 years. 

Drivers of demand for replacement 
aircraft centre on dynamics related 
to retirements – such as fleet 
demographics and economic life, 
fuel prices, noise and emissions 
regulations, and demand for 
passenger-to-freighter conversions. 

Replacement demand driver – 
fleet demographics and trends in 
economic life attainment impact 
retirements
An aircraft is retired when it reaches 
the end of its economic life, which 
is when the cost of operating and 
maintaining the aircraft exceeds its 

 

Source: Alton Aviation Consultancy analysis; CAPA Fleet Database  
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profit-making ability. By historical 
standards, the useful life of an aircraft 
has averaged between 20 and 30 
years. In recent years, however, 
retirements before the age of 25 
have been increasingly common for 
certain aircraft models, sometimes 
motivated by part-out opportunities 
with attractive values for teardown 
compared with the available options 
for continued operation, particularly 
for engines. 

Some 17% of the current fleet of 
more than 5,000 units is older than 21 
years of age and, as such, are prime 
candidates for retirement in the coming 
years. After that, a significant volume 
of aircraft was delivered 16 to 20 years 
ago that will form the next wave of 
retirements over the decade ahead.

For older aircraft, as their useful 
life wanes, the prospect of upgrading 
outdated product becomes less 
attractive. Similarly, impending large 
maintenance tasks can make keeping 
an aircraft in service uneconomical 
and thus accelerate its replacement. 
More favourable value retention 
of newer aircraft also drives the 
economics of replacement – LCCs, 
in particular, favour new fuel-efficient 
aircraft as a key element of their 
business model in minimising 
operating expenses while maximising 
utilisation and reliability which impact 
replacement market trends. 

Replacement demand driver – fuel 
prices can accelerate or delay 
retirements
While newer aircraft are more 
fuel-efficient and technologically 
advanced, a lower fuel price 
environment eases the impetus 
for retirement in the short term by 
decreasing the operating savings that 
a new aircraft offers, thereby delaying 
replacement. 

With the recent historically 
moderate fuel price environment, 
there has been sustained demand for 
mid-life aircraft and engines. Teething 
problems with some of the new 
aircraft types as well as the capacity 
gap from the grounding of the 737 
MAX also have bolstered demand for 
mature and reliable aircraft as fill-in 
capacity.

In real terms, the volume of aircraft 
retirements has been increasing 
over time as a larger proportion of 

the global fleet comes of age. The 
surge in retirements seen from 2008 
onwards reflects the corresponding 
surge in deliveries from about 25 
years earlier. This volume of aircraft 
exiting service spawned significant 
expansion of the part-out and used 
serviceable material market, and 
increased interest in the end-of-life 
leasing market. The spare parts 
market is seeing some tightening of 
supply as a result of the decreased 
feedstock from decelerated 
retirements. In particular, the engine 
overhaul market’s capacity is being 
tested as the long-anticipated bow 
waves of routine, scheduled overhauls 
have arrived for narrowbody engines 
such as the IAE V2500-A5, CFM56-
5B and CFM56-7B reaching their first 
major overhauls as well as mature 
engines such as CF6-80C2 and 
PW4000s. 

Also taking up engine shop real 
estate are a cadre of new-generation 
engines such as CFM’s LEAP, GE’s 
GEnx, Rolls-Royce’s Trent 1000 and 
Pratt & Whitney’s geared turbofan 
(GTF), which have all experienced 
technical issues. The high market 
share for original equipment 
manufacturer’s (OEM) cost per flight 
hour engine maintenance, repair and 
overhaul (MRO) programmes means 
that the direct cost impact of this pinch 
is mostly to the OEMs, rather than the 
operators.

While fuel cost is one of the most 
significant operating expenses for 
airlines, its volatility also causes 
significant uncertainty – an 

unexpected spike in fuel prices can 
make or break an airline’s financial 
prospects. Since 2004, fuel has 
ranged from a low of 17% of operating 
expenses to a high of more than 35% 
(in 2008). 

ln general, cost as a proportion of 
operating expenses tracks along with 
fuel price, except for some differences 
as a result of airline hedging. For 
2018, airline fuel amounted to a total 
global fuel bill of $180 billion, equal to 
23.5% of airlines’ operating expenses. 
Although far from the levels seen in 
2008 and 2012-13, average fuel prices 
increased over 2018 as oil supply 
was tightened. By August 2019, the 
average fuel price was $79.9 a barrel 
(Brent crude), with expected softening 
over the second half of the year to 
result in an average of $70 a barrel, 
according to IATA.

Fuel prices, of course, cannot be 
predicted with precision, but many 
industry agencies and banks have 
forecast the return of higher levels. 
The Energy Information Agency 
(EIA) projects more bullish prices, 
breaching $100 a barrel before 
2030 while OPEC and the World 
Bank project more moderated 
levels, within the $80 to $100 a 
barrel range through the next two 
decades. In August, crude oil futures 
on the Chicago Mercantile Exchange 
for 2028 delivery were about $54 
a barrel. The forecast total fuel 
bill for 2019, according to IATA, is 
$206 billion, accounting for 25% of 
operating expenses with an average 
of $70 a barrel.

 
Source: Alton Aviation Consultancy analysis; IATA June 2019 and December 2007 
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Replacement demand driver – 
emissions regulations will impact the 
relevance of new-technology aircraft
As emissions regulations grow in 
restrictiveness, both retirements 
and demand for new aircraft rise 
in response. Industry bodies have 
debated the issue of carbon dioxide 
emissions generated by the airline 
industry and how or whether to 
regulate them. 

Formally, the International Civil 
Aviation Organization (ICAO), an 
agency of the United Nations, has 
worked alongside various national and 
regional bodies to develop targets 
and standards to regulate future 
emissions from commercial aircraft. 
The Carbon Offsetting and Reduction 
Scheme for International Aviation 
(Corsia), a resolution adopted by 
ICAO, targets maintaining emissions 
from international aviation at 2020 
levels, meaning carbon-neutral growth 
thereafter. This will be achieved 
by a combination of technologies 
that improve efficiency, sustainable 
alternative fuels and operational 
improvements such as optimised 
routes. It will also involve market-
based measures and policy tools such 
as emissions trading schemes. Corsia 
will initially be voluntary for the ICAO 
member states but mandatory from 
2026.

Such plans and targets are a move 
in the right direction; however, the 
pace of real action and impact in 
reducing the environmental impact of 
aviation is coming under increasing 
scrutiny and criticism. The scrutiny 
of responsibility has spread from 
the manufacturers and operators to 
the travelling public. The Swedish-
originated flygskam (fly shame) 
movement has propagated the 
concept that people’s own frequency 
of air travel should be reconsidered 
for its climate change impact. Other 
political parties have suggested 
taxation on frequent flyers. 

Further, it is not just frequency 
that is under public criticism – the 
indulgent spaciousness of premium 
travel claims disproportional 
environmental impact per passenger. 

While previously, conservatism with 
respect to premium travel centered on 
the cost (particularly in the business 
or political worlds where others were 
footing the bill), now the perception 

of neglectful additional environmental 
cost appears to be rising. Just 
recently, the Duke and Duchess of 
Sussex incited controversy for taking 
four private jet flights in 11 days and, 
in apparent response to the court of 
public opinion, the Duke and Duchess 
of Cambridge with their family 
conspicuously flew economy class on 
Flybe for their holiday.

Replacement demand driver – 
some of the passenger aircraft are 
destined for freighter conversion
The freighter conversion market is 
also a driver of passenger aircraft 
demand for replacement. A significant 
proportion of the global freighter 
aircraft fleet – especially narrowbody 
aircraft – are conversions from 
passenger aircraft as opposed to 
purpose-built production freighters. 
Conversions are economically feasible 
when the value of a passenger aircraft 
declines sufficiently to make the 
investment of conversion attractive 
enough for freight operators. 

The passenger-to-freighter 
conversion is available on only certain 
aircraft types and has served to 
extend the life and buoy the residual 
values of those aircraft. Boeing 
forecasts that more than 63% of the 
freighter deliveries expected in the 
next two decades will be passenger 
aircraft conversions. Recently 
launched conversion narrowbody 
programmes are providing attractive 
options – in late 2017, the first 737NG 
freighter conversion was completed, 
offering additional capacity and next-
generation efficiency advantages over 
current generations. 

The conversion programme for the 
A320/A321 is the first for an Airbus 
narrowbody and is expected to have 
demand as a 757-200 replacement. 
For the 737NG and A320/A321 
P2F programmes, the availability 
of attractively priced feedstock is a 
limiting consideration.

Changing supply – OEM 
consolidation and new aircraft
Aircraft supply is comprised of the 
current in-service fleet as well as 
additions through new deliveries and 
subtractions through storage and 
retirement of aircraft. Over the past 
25 years, the supply of in-service 
commercial aircraft fleet has tripled 
to more than 30,000 from less than 
10,000 units, led by narrowbody and 
widebody jet aircraft.

The future differing growth rates 
of the regions, with particularly high 
levels in emerging markets, will mean 
not only a shift in the geographical 
split but also in aircraft class split, 
with the most notable shift being the 
dominating growth of the narrowbody 
fleet by 2037.

Consolidation continues among 
aircraft manufacturers
Airbus and Boeing dominate the 
aircraft manufacturing industry in the 
large commercial (narrowbody and 
widebody) aircraft segment. Very 
high barriers to entry have meant 
these two manufacturers have faced 
competition from relatively few new 
entrants over the years. Not only are 
the technical capabilities and capital 
requirements prohibitively high, but 
also the decades-long establishment 

Source: Alton Aviation Consultancy analysis; CAPA Fleet Database 
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of reputation, reliability, certification 
and trust of the incumbents are nearly 
insurmountable for upstarts. 

Bombardier had sought growth in 
the larger regional jet and smaller 
narrowbody market with its CSeries 
product but, faced with competitive 
responses from Airbus and Boeing, 
experienced challenges in selling the 
aircraft. Indicative of the magnitude 
of the challenge new entrants face, 
Bombardier agreed to sell a majority of 
its CSeries programme to Airbus (which 
subsequently renamed the aircraft as 
the A220) for effectively no cash. 

Partially in response, Boeing is 
poised to acquire an 80% share of 
Embraer’s commercial programmes 
for $4.2 billion and the deal also 
encompasses services related to the 
aircraft. The joint venture is on track to 
receive antitrust approval by the end 
of 2019. 

In addition, the acquisition of 
Bombardier’s CRJ programme by 
Mitsubishi for $550 million was 
announced in June. The deal includes 
not only the aircraft manufacturing 
facilities, but also Bombardier’s highly 
regarded global product support and 
sales force. Bombardier will continue 
to supply components and spare 
parts as well as assemble the current 
CRJ backlog. Pending shareholder 
and regulatory approval, the deal is 
expected to close in the second half 
of 2020.

New entrants into the regional 
and small commercial jet segment 
are more likely than in the large 
commercial segment as the capital 
requirements are lower and the 

market is more fractionalised. In 
August 2019, a new German OEM, 
DRA, with the support of the German 
government, was planning to reinstate 
production of the Dornier 328 twin-
turboprop with a final assembly line 
in Leipzig. It will feature different 
configuration to the original 30-seater 
that has been out of production since 
2002. 

In more regional aircraft acquisition 
news, Longview Aviation Capital has 
acquired the Dash 8 turboprop line 
from Bombardier for $300 million and 
reinstated the de Havilland name. The 
line comprises the Dash 8-100, -200, 
-300 and -400, but only the -400 is 
currently in production.

More competition may be on 
the longer-term horizon as China 
and Russia are developing their 
commercial aircraft programmes. The 
Commercial Aircraft Corporation of 
China (COMAC) was established in 
2008 to develop a large passenger 
aircraft programme. It developed 
the ARJ21 (a short- to medium-
range turbofan regional aircraft) and 
the narrowbody C919, though the 
development and testing have been 
repeatedly delayed. 

COMAC announced that it has more 
than 450 orders from more than 20 
customers for the ARJ21 model and 
815 orders from 28 customers for 
the C919. A widebody aircraft is the 
next goal and will be sought through 
Russian-Chinese cooperation. The 
Russian United Aircraft Corporation 
and COMAC have formed a joint 
venture for the development of a 
long-range medium-size widebody, 

the CR929, comprising 280 seats and 
a range of 12,000 kilometres, plus a 
shorter and stretched version to total 
three variants. 

COMAC’s customers are ostensibly 
Chinese airlines and lessors, which 
are encouraged by the government 
to purchase the Chinese aircraft. 
But it remains to be seen to what 
extent these Chinese and Russian 
manufacturers will penetrate 
the global market and erode the 
incumbents’ share. The adoption of 
their aircraft is highly contingent on 
certification by the various authorities 
around the world. In the meantime, 
after its domestic focus, COMAC’s first 
international target markets are Africa 
and South-East Asia. 

Narrowbody
The market leaders in the narrowbody 
segment are the A320 and 737 
families. The Next Generation (NG) 
and the MAX variants are currently in 
production in the 737 family. 

The 737NG, developed from 
the very successful 737 Classic 
family, brought efficiency and new 
technologies to evolve into a versatile 
and efficient new version. The 737 
MAX achieves notably lower operating 
costs – reportedly a reduction of 8% 
from the 737NG. It also features the 
new Boeing Sky Interior to enhance 
the passenger experience. 

The MAX variants are 737 MAX 7, 
737 MAX 8, 737 MAX 9 and 737 MAX 
10. Both the MAX 8 and MAX 9 are 
now in production, while others will 
enter service around the end of the 
decade. The 737 MAX, however, has 
been grounded since the first quarter 
of 2019 after the fatal accidents in 
Indonesia and Ethiopia. While Boeing 
continues to manufacture the aircraft 
at a lower rate, these aircraft are not 
being delivered to customers until 
the implementation of the fix and 
regulatory approvals are resolved. 

The 737NG programme has been 
a best-selling aircraft for Boeing 
amounting to almost 7,000 deliveries 
since its introduction and continues to 
be the workhorse of many operators. 
Boeing has been studying a new 
“middle-of-the-market” aircraft that 
would fill a gap in its product line-up 
between the 737 MAX 10 narrowbody 
and 767/787 widebody aircraft families 
but its future is uncertain, especially 
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amid competing priorities at the 
moment for Boeing.

The A320 family is comprised of 
four sizes (A318, A319, A320 and 
A321). The A320neo (new engine 
option) family is a product upgrade 
that delivers fuel savings of about 15% 
relative to the A320. The A320neo 
achieves this with PurePower 
PW1100G-JM engines from Pratt & 
Whitney and LEAP-1A engines from 
CFM International, together with 
large sharklet wingtip devices. The 
original variant, the A320, is still being 
produced and concurrently with the 
A320neo (Lufthansa ordered three 
more A320s in 2018). The A320 
pioneered the sharklets, which have 
been successful in lowering fuel burn 
and emissions. 

Widebody
In the widebody segment, the market 
leaders have historically been the 
A330 and 777 models, while more 
recently the A350 and 787 have 
entered into service and generated 
significant orders. 

The twin-engine widebody A330 
has proven to be one of the most 
adaptable aircraft products and 
is operated by international and 
domestic airlines on medium- and 
long-haul sectors. It is known for 
its economical and reliable service 
and the new engine option has 
reinvigorated orders. 

Until the 787 was introduced, the 
A330’s main competitor was the 777, 
the world’s largest twinjet aircraft and 
one of the best selling. The upgraded 
777X series features composite 
wings, folding raked wingtips and 
GE9X engines and is still under 
development, albeit delayed.

The A350, the latest-generation 
aircraft, is a midsize widebody aircraft 
built from more than 70% advanced 
materials (carbon composites, 
titanium, aluminum alloys), which 
makes it lighter and therefore more 
cost-efficient, and features the latest-
generation Rolls-Royce Trent XWB 
engines. With the efficient engine 
and the lightweight construction, 
Airbus calculates that the result is 25% 
lower operating costs compared with 
previous-generation aircraft.

Boeing’s latest, the 787, is in 
competition with the A350. It boasts 
improved fuel efficiency and range 

over current-generation aircraft. It has 
been popular with airlines because 
of its operating economics as well as 
its potential for serving new routes. 
Boeing announced that the 787 has 
so far opened up more than 235 new 
direct routes and is operating on 
more than 1,900. With a backlog of 
564 aircraft, Boeing plans to ramp up 
production to meet this demand. The 
787 now has total orders nearing that 
of the 777 (which entered service in 
1995). 

Very large aircraft 
For very large aircraft – the A380 
and 747-8 models – demand is soft 
at best. The market is relatively small 
because only large global airlines with 
mega-hub airports have the ability to 
utilise and fill aircraft of this size. Over 
one-third of the current A380 fleet 
in service is operated by one airline, 
Emirates, while demand from new 
carriers has been so underwhelming 
in recent years that the conclusion of 
the programme was announced by 
Airbus in February 2019.

The 747, in operation since 1970, 
has flown on many airlines’ high-
volume long-haul routes. The demand 
for the in-production 747-8 passenger 
variant has notably slowed down, 
with a total of 47 orders. The freight 
version, the 747-8F, has had greater 
traction with 107 orders, of which 20 
are unfilled. Therefore, it is demand 
for the freighter that is driving the 
continued, albeit modest, production.

Regional 
Regional turboprops and jets continue 
to serve an important function in 
the market, primarily to connect 
thin routes to larger hubs. ATR, 
Bombardier and Embraer account 
for the vast majority of the market, 
with ATR’s 42/72 aircraft family, 
Bombardier’s (now de Havilland) DHC-
8, CRJ and CSeries (now A220) and 
Embraer’s ERJ and E-Jets being the 
most popular among operators. 

Manufacturers have hefty order 
backlogs…
The largest proportion of the total 
commercial aircraft backlog is 
attributable to Asia-Pacific at 27% 
(likely more, given that 25% of the 
orders have not yet been attributed 
to customers nor lessor placements 

determined) and, corresponding 
to that region’s high demand for 
narrowbody aircraft, three-quarters will 
be narrowbody. North America and 
Europe account for the next highest 
shares of the backlog at 16% and 14% 
respectively. 

In terms of the manufacturers, 
Airbus and Boeing combined hold 
about 88% of the backlog. Of the 
more than 11,000 aircraft in the 
backlog that have determined delivery 
dates, 17% are scheduled for delivery 
in the remainder of 2019, while 19% 
are scheduled for 2020. Bombardier 
and Embraer have their backlog 
concentrated in the next several 
years, with Bombardier, in particular, 
having the majority of its backlog due 
for delivery by 2020.

…and they are ramping up 
production rates to meet the backlog
Aircraft deliveries have been on the 
up but not with the same monotonic 
trajectory as passenger traffic. Aircraft 
orders fluctuate with economic cycles 
and with airlines’ financial position 
and outlook, while deliveries are a 
function of manufacturers’ capacity. 
Because of the lengthy production 
cycle of aircraft, deliveries can often 
be out of sync with demand as airlines 
place orders years in advance, and 
because new orders follow the 
fortunes in airline profitability, a dip 
in deliveries may lag a downturn by a 
few years, during which fewer orders 
were placed. This can be seen as an 
industry-wide trend when looking 
at the historical number of aircraft 
deliveries in the years after major 
market shocks such as the dip in 
2003, two years after the September 
11 terrorist attacks on the US, and 
the two years after the 2008 global 
financial crisis. 

Currently, however, with the 
strong demand and positive outlook, 
manufacturers are ramping up 
production to meet this demand. With 
a backlog of 4,413 aircraft, production 
of the 737 MAX was planned to 
accelerate to 52 then 57 a month in 
2019. With the ongoing uncertainty 
of the return-to-service timeframe 
and stockpiles of both 380 grounded 
aircraft and about 200 new-production 
aircraft halted from deliveries choking 
up storage, Boeing indicated in July 
2019 it may even pause its production. 
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It also revealed an estimated $4.9 
billion in second-quarter production 
and customer compensation-related 
after-tax charges associated with 
the grounding resulting in a record 
quarterly loss of $2.9 billion. 

Boeing’s assumptions involve the 
return to service of the aircraft in the 
fourth quarter of 2019 with the current 
post-grounding production rate of 
42 a month until ramping up to the 
57-a-month target in 2020. Many 
industry insiders remain sceptical 
of the return-to-service estimation 
while Boeing continues to work on 
the software and training, and it must 
also navigate the regulatory approval 
process. The production delay affects 
not only the airframer but also its 
600 suppliers, some of which were 
producing at the 57-a-month rate. 
Therefore, they face the challenge 
to moderate and align production 
planning to the associated workforce. 

On its return to service, the boost 
from the delivery backlog will add an 
estimated 5% in seat capacity annually 
to 2025 from 2020 amounting to 
similar levels as the expected traffic 
growth over the period, inviting the 
question of the potential of excess 
capacity in the market. 

The 747 and 767, with a 
comparatively very modest backlog of 
orders principally for freighter variants, 
continue at relatively low levels of 
production. Boeing expects the 787, 
which is the fastest widebody aircraft 
to reach the 500th delivery mark, to 
increase its production rate to 14 a 
month by the end of the decade. The 
777 production rates are tapering-
off, while the 777X, which is still in 
development, had planned to ramp 
up production to meet its 434 orders 
from 2020. However, Boeing recently 
announced the sliding of its 777-8 
development programme expected 
to result in pushing deliveries for 
the 777-8 to, at earliest, 2023 after 
facing significant delays in the 777-9 
flight test and certification and the 
additional resource focus required to 
tend to the 737 MAX issues. Boeing 
continues to engage with 777-8 
customers to explore its ultra-long-
range potential – Qantas’s Project 
Sunrise aims to connect previously 
aspirational routes such as Sydney 
to New York. Airbus, having also 
accumulated a significant backlog, has 

been increasing its production rate, 
enabling it to achieve 800 deliveries 
in 2018 up from 718 in 2017. Most 
significantly contributing to this was 
the accelerated production of its 
best-selling aircraft, the A320. For the 
A350, the production rate is ramping 
up while, conversely, the A330 and 
A380 production rates have slowed.

With these production rates, the 
supply chains of Airbus and Boeing 
are stressed. Engine manufacturers 
have experienced issues with their 
new engines in recent years and 
have had difficulty keeping up with 
demand, forcing Airbus and Boeing 
not to meet their delivery date 
commitments. In addition, other 
supply chain issues ranging from seat 
shortages to late fuselage deliveries 
may slow the two manufacturers’ 
planned production increases in the 
coming years. 

Aircraft exit the fleet either to 
parking or teardown  
Aircraft are departing the commercial 
aircraft fleet either by going into 
parking or teardown.

Retirements 
The rate of retirements has grown over 
the decades as the global fleet has 
aged. While the average retirement 
rate in the mid-1990s was about 0.6%, 
retirements reached about 2.5% of 
the global fleet in the 2008-13 period. 
A combination of strong growth 
demand and a more modest fuel price 
environment have caused the dip over 
the past five years. 

Fewer aircraft are parked in this 
high-demand market
Over the past 10 years, the parked 
fleet has increased by almost 1,500 
units, equal to an average net 
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increase of about 150 a year. The 
parked fleet of aircraft includes: 
aircraft in excess of the lessee’s or 
operator’s immediate requirements, 
but expected to return to service 
in the near-term; aircraft owned 
by lessors and undergoing routine 
transitioning between operators; 
aircraft that are uneconomic to 
operate in the current environment 
(because of suppressed demand, in 
which case airlines undertake capacity 
rationalisation, or because of high 
fuel price), but may return to service 
in the medium term; and aircraft that 
are highly unlikely to return to service, 
and should effectively be considered 
retired.

Evaluating the age demographics 
of the parked fleet can be informative 
to understanding market dynamics. 
The number of parked aircraft less 
than 15 years old has declined to the 
levels not seen since before 2015, 
despite the substantially larger fleet. 
Today, more than half of the parked 
fleet is older than 20 years of age. The 
proportion of the fleet that is parked of 
course varies considerably by aircraft 
model.

Commercial aircraft leasing industry 
The commercial air transport fleet is 
valued at more than $800 billion, with 
the majority of value being in the new/
near-new segment of the market at 
less than five years of age.

In recent years, the volume of 
new deliveries has increased to 
levels requiring about $120 billion of 
financing. A spread of capital sources 

provides the financing; in recent 
years, cash (equity) has accounted for 
about one-quarter of the new delivery 
funding coming from both airlines and 
aircraft operating lessors, at about a 
60% and 40% split, respectively. Debt 
financing also plays a very important 
role in the sector, and a number of 
products are generally available 
to airlines and lessors, including 
commercial bank debt, capital markets 
products (enhanced equipment 
trust certificates for airlines, secured 
bonds, unsecured bonds and asset-
backed securitisations for lessors), 
export credit agency-supported debt 
(although this has been less available 
in recent years) and manufacturer 
financing. 

In terms of lessors’ funding sources 
for new deliveries, the largest share 
currently comes from bank debt (34%), 

closely followed by capital markets 
(30%), while sourcing from their own 
cash (inclusive of both airlines and 
lessors) constitutes 26%, according 
to Boeing’s Current Aircraft Finance 
Market Outlook 2019. 

Aircraft manufacturers are expected 
to increase production volumes 
in the coming years, which would 
significantly increase the need for 
financing new aircraft deliveries to the 
level of $181 billion by 2023.

Aircraft leasing industry plays vital 
role and offers benefits to lessors 
and lessees
The aircraft leasing industry has seen 
seemingly strong demand in recent 
years, with interest driven by both 
sides – airline lessees and investors.

In an aircraft-operating lease, the 
airline leases the lessor’s aircraft asset 
for a defined period of time, generally 
much shorter than the asset’s useful 
life. The lessee is obligated to hold 
suitable insurance and return it to 
the lessor at the end of the lease in 
a pre-agreed maintenance condition. 
The lessor principally makes its profit 
through the cash flows generated 
from the value of the asset. The 
lessor holds the right to repossess the 
aircraft in the event of lessee default 
with the lessee liable for damages, 
including unpaid rent and other 
expenses or losses of income that 
may be incurred in connection with 
the unexpired portion of the lease. 

While for an operating lease the 
asset is returned to the lessor at 
the end of the contract, under a 
financial lease, the lessee typically 
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takes ownership of the asset at the 
expiration of the lease. Rates are 
higher for operating leases where the 
lessor assumes all the asset value 
risk, unlike a financing lease, where 
the residual value risk is lower for the 
lessor. 

For lessees…
For lessees, an operating lease not 
only offers alternative financing to 
purchasing but also a spread of 
other attractions. Aside from freeing 
up cash, it frees up the time and 
expertise-heavy burden of asset 
acquisition and disposal. It allows an 
airline to try out a new route, a new 
aircraft type or a change in capacity 
without the commitment of ownership. 
It allows dynamic management of a 
fleet to maintain the airline’s preferred 
demographics whether it be age or 
manufacturer or type. It also allows an 
airline to take advantage of lessors’ 
superior credit, bulk purchasing power 
and delivery slots.

On the other hand, leasing may be 
a more expensive financing option 
than purchasing in real net present 
value terms and removes the tax 
advantages of asset ownership. 
Further, with changing accounting 
standards, lessees will have the 
liability of monthly rent payments on 
the balance sheet in the coming years. 

In Europe and the Asia-Pacific 
regions, there is a high concentration 
of LCCs, and less developed capital 
markets, resulting in many airlines 
leasing aircraft, while in North 
America, the deep access to capital 
markets is such that owning aircraft 
can be advantageous, particularly for 
the large, highly profitable carriers 
with healthy balance sheets. 

For lessors…
The attractive returns that some of 
the leading lessors have generated 
have attracted newcomers to the 
market. Compared with some other 
asset classes, aircraft leasing has 
historically exhibited relatively stable 
performance and mild volatility. Its 
low correlation with global indices 
has made it appealing for portfolio 
diversification, decreasing exposure 
to fluctuations in the global economy. 
Investors have been attracted to 
aircraft as a hard mobile asset that 
exhibits sound residual values and 

that has a global marketplace. The 
long-term growth forecasts of aircraft 
demand support the continued and 
increasing need for lessors as a 
source of financing. 

For lessors, a fundamental risk is 
related to the potential default of the 
lessee. The lessor is also relying on 
the lessee to maintain the aircraft 
correctly and return it in the agreed 
maintenance condition to ensure its 
smooth remarketability. To attempt to 
mitigate the maintenance concern, 
lessors can collect maintenance 
reserves. Maintenance reserves are 
funds paid regularly by the lessee that 
approximate the future maintenance 
expenses and are held in escrow. 
Other options include a security 
deposit or letter of credit at the start of 
the lease. 

The lessor also has exposure to 
cyclicality; remarketing an aircraft in 
times of low demand and high supply 
can not only result in lower rental 
rates and less preferable terms for 
the lessor but also can take significant 
time where the asset is not generating 
any revenue. Ultimately, the lessor 
takes residual value risk when it is 
time to sell the aircraft. 

Operating leasing market is hotly 
contested
For operators and lessors, the 
benefits have clearly outweighed the 
challenges. Aircraft operating leasing 
has evolved over the decades from 
niche to mainstream. Today, aircraft 
leasing accounts for about 45% of 
the commercial aircraft fleet and is 
likely to reach half in the next few 

years. Lessors have a notably higher 
presence on the narrowbody market 
compared with the widebody but 
across both fleet types, including 
expected sale and leasebacks at 
delivery, lessors are likely to finance 
some 40% to 45% of the current order 
backlog.

The lessor business model is 
essentially structured on leverage 
and low cost of financing. The boom 
in the aircraft leasing industry has 
been facilitated by a significant level 
of both debt and equity investment 
in the space. With the appeal of the 
demonstrated steady returns, more 
investors are participating to fuel this 
highly capital-intensive market. 

Despite consolidation, the market 
has become increasingly competitive 
in recent years, with a plethora of 
lessors in the market. Despite the 
quantity, a few top lessors hold a 
large share of the market. In 2018, the 
top 10 largest aircraft lessors in the 
world collectively owned more than 
5,200 aircraft worth about $185 billion. 
Many of these very large lessors have 
grown through acquisition as opposed 
to organic growth. The recent 
acquisition of CIT by Avolon moved it 
to the third position in terms of value. 
Subsequently, Orix acquired 30% 
of Avolon from HNA. Similarly, DAE 
Capital significantly boosted its size 
with its acquisition of AWAS to solidify 
its position as the ninth-largest lessor.

AerCap, the largest lessor by value, 
reached its scale with the acquisition 
of ILFC in 2014 and its associated 
orderbook. In 2018, it executed 436 
aircraft transactions, of which 85 were 

Source: Alton Aviation Consultancy analysis; CAPA Fleet Database  

0% 

10% 

20% 

30% 

40% 

50% 

60% 

0 

1,000 

2,000 

3,000 

4,000 

5,000 

6,000 

7,000 

8,000 

9,000 

10,000 

1980 1990 2000 2010 2019 

%
 o

f T
ot

al
 F

le
et

 

U
ni

ts
 

Narrowbody Units 
Widebody Units 
Narrowbody % 
Widebody % 

Changes in leased fleet as a proportion of total fleet over time



Industry review and outlook:   Alton AviAtion ConsultAnCy

Airfinance Annual • 2019/2020

widebody aircraft. It reported a fleet 
utilisation rate of an enviable 98.9% 
and generated net income exceeding 
$1 billion. 

AerCap and GECAS are leaders in 
the widebody leasing market, holding 
a combined total of more than 14% of 
the widebody leasing market while, 
combined, the top 10 lessors hold about 
40% of this same market by value. 

The increasing presence of Asian 
leasing companies is well noted – 
some of which have become among 
the biggest players globally through 
highly active acquisition. 

Just a decade ago, there were no 
Chinese lessors on the top 10 list, 
which was populated with European 
and North American firms. However, 
in 2007, the China Banking Regulatory 
Commission relaxed regulations on 
aircraft leasing, after which, many 
of China’s leading banks promptly 
started developing their capabilities 
and dedicated aircraft-leasing 
divisions. It is these lessors supported 
by the country’s biggest banks that 
are among the leaders. 

Not only has China captured a 
significant slice of the global market, 
but also DBS has estimated that 
Chinese lessors capture about 80% of 
the Chinese domestic leasing market. 

In recent years, the intense 
competition in the space has been 
reflected in rising aircraft purchase 
prices in many sale and leaseback 
transactions without commensurate 
increases in rents. Forward 
placements of next-generation aircraft 
at lower rents or with lower credits 
than would have been anticipated 
at the time of the order have been 
observed. Fortunately for many 
lessors, the cost of financing has 
declined significantly, so the impact 
on net margins has been reduced in 
many instances. 

Boeing’s Current Aircraft Finance 
Market Outlook 2019 predicts 
continued steady performance with 
stable volume and sufficient liquidity 
in the aircraft financing market. It 
forecasts new investor participation, 
attracted by strong industry 
fundamentals resulting in competitive 
pricing for aircraft purchasing. Looking 
further ahead, many expect interest 
rates to rise and, should that occur, 
the impact on the aircraft leasing 
industry would be mixed. 

An increase in interest rates would 
shift the relative demand toward 
less expensive used assets rather 
than younger more expensive ones. 
With respect to leasing, the sale and 
leaseback market is considered to 
be a spread financing business; as 
underlying lessor financing costs 
increase, so too should the lease 
rental rates, minimising any medium-
term impact on this segment of the 
industry. In the new-order business, 
which frequently involves placing 
an order for future delivery and 
subsequently securing a lease 
contract and financing, there may be 
more impact in the short-term period 
should interest rates rise meaningfully.

Lessors subscribe to different pages 
of playbook  
When composing and managing their 
aircraft portfolios, there are a number 
of key considerations for lessors, top 
among them being diversification: 
diversification of operators, their 
geographies, credit profiles and lease 
expiries; diversification of aircraft 
type, manufacturer and age, all to 
mitigate exposures to markets and 
economic conditions and to ensure 
the most liquid, remarketable fleet. 
Lessors source their aircraft not only 
from the manufacturer but also from 
other lessors as well as from airlines 
(through sale and leasebacks). They 
leverage their bargaining power 
across these sources and take 
advantage of supply and demand 
dynamics in both the primary and 
secondary markets. 

The market may be segmented to 
the phase of the life of the assets: 
new/near-new; mid-life; and end-of-life 
(including part-out). 

New/near-new leasing market holds 
most value 
The new/near-new market, considered 
by Alton to be those less than five 
years old, is the largest market as 
measured by value, because of fleet 
demographics (newer aircraft are 
more populous than older aircraft), 
and aircraft value and depreciation 
characteristics (newer aircraft are 
more valuable than older aircraft). 
While the value of the new/near-
new market is the largest, the lessor 
penetration is lower than in the mid-
life and end-of-life markets given the 
prevalence of airlines, which purchase 
their own aircraft new.

Many of the largest global lessors 
are focused on acquiring the aircraft 
when new (via their own orderbook 
with the OEMs, or via sale and 
leasebacks with airlines) and, in fact, 
their activity in the mid-life market is 
simply because of ageing of the aircraft 
retained in their portfolios. Many of 
them are publicly listed, with investors 
showing a preference toward those 
companies with younger fleets, and 
those who demonstrate the ability to 
trade consistently some of the aircraft in 
their portfolio at gains over book value. 

In addition to being viewed 
favourably by the markets, selling 
down portfolios of mid-life aircraft 
provides lessors with the opportunity 
to manage concentration exposures. 

Source: Alton Aviation Consultancy analysis; CAPA Fleet Database  
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Mid-life leasing market is the most 
populated
Alton considers the mid-life leasing 
segment as aircraft typically between 
five to 15 years old. For aircraft of 
this profile, a significant portion of a 
lessor’s return is dependent on its 
ability to re-lease on attractive terms 
after expiration of the existing lease. 
Based on these definitions, the total 
mid-life aircraft segment is significant 
in size, at more than 12,000 aircraft 
valued at nearly $328 billion. 

According to fleet statistics from 
CAPA, more than 55% of the aircraft 
fleet in the demographic as measured 
by value are leased – the highest 
penetration among any age segment.

The mid-life fleet of leased aircraft 
is dominated by those from the A320 
and 737NG narrowbody families, and 
the A330 and 777 widebody families. 
Collectively, these four families 
account for more than 70% of the 
total mid-life fleet of leased aircraft 
as measured by value. These families 
not only represent the largest part 
of the mid-life fleet, but also they are 
the core workhorses in global airline 
fleets. 

In making fleet decisions, airlines 
consider total costs, including both 
operating costs and ownership 
costs. Generally, newer aircraft offer 
improved technologies that result 
in lower operating costs (lower fuel 
burn and maintenance costs), but 
have higher ownership costs. It is the 
ownership costs (values and lease 
rates) that adjust in the secondary 
market depending on aircraft supply 
and demand. 

As the core of the market, the 
supply and demand of mid-life aircraft 
is largely dependent on the overall 
health of the industry, which has been 
favourable for a number of years, 
and remains so today. Demonstrative 
of this, many lessors have reported 
an increase in demand from airline 
lessees to extend their current leases, 
rather than return the aircraft at the 
end.  

Another consideration in the mid-
life leasing sector is the availability 
of replacement technology. The 
most populous mid-life aircraft 
families feature newer, more-
advanced technology products and 
have recently started delivering 
to customers, or which will start 

delivering to customers in the next 
few years. 

The accompanying chart details 
the fleets and order backlogs of the 
selected current- and next-generation 
narrowbody and widebody aircraft 
from Airbus and Boeing.

It is worth noting that with the 
exception of the 787 and A350, the 
most significant development in these 
next-generation aircraft programmes 
is re-engining. Although no 
commonality of parts will be enjoyed 
between current- and next-generation 
aircraft at the engine level, significant 
airframe component commonality 
exists between the generations, which 
is expected to provide some support 
to residual values.

Because of the size of the current-
generation fleets, it will take a 
significant period of time before 

they are replaced. As an example, 
indicative fleet profiles for the A320 
and A320neo show that the A320 will 
outnumber the A320neo until 2027.

Lessors participate in the mid-life 
segment, for a variety of reasons. The 
largest owners in this segment are 
detailed in the accompanying exhibit, 
and feature many of the largest global 
lessors. 

As mentioned, many lessors’ 
presence in the mid-life market is a 
result of their maturing but bought-
new fleets. Correspondingly, robust 
demand exists in the market for 
acquiring mid-life aircraft from these 
lessors selling down their portfolios, 
driven by investors seeking higher 
yields. Few of these large lessors have 
value-oriented strategies that direct a 
significant portion of its investments 
into mid-life aircraft.
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Mergers offer leasing companies 
the attractive benefits of competitive 
advantage through scale and 
seem to enjoy simpler integration 
than in other industries. Merger 
and acquisition activity continues 
to be robust. In September 2018, 
Goshawk acquired Sky Leasing, 
which was backed by investment 
from ATL Partners and Canada’s 
pension investment manager PSP. 
In October 2018, Carlyle Aviation 
Partners announced its planned 
acquisition of mid-life-focused lessor 
Apollo Aviation Group. In the mid- to 
end-of-life leasing market, lessor 
AerGen was backed by an investor 
consortium led by the transportation 
private equity firm Greenbriar, until 
the sale of its portfolio. 

Another large participant in 
the sector is Castlelake, a private 
investment firm, which has invested 
capital from a series of general and 
aviation-specific funds into mid-life 
and end-of-life aircraft. Castlelake 
has invested more than $4.7 billion 
in aircraft assets and obligations, 
acquiring more than 470 aircraft, 
since inception. 

Conversely, the continued influx of 
new entrants into the leasing market 
has meant the overall concentration 
of the market has been largely 
sustained despite these mergers. 

However, it remains to be seen 
how new, inexperienced entrants 
may weather a downturn in the 
industry.

Other notable investments in the 
sector include Magnetar Capital, 
which acquired a $600 million 
portfolio from AerCap and a $240 
million portfolio from Fly Leasing. 

Various Deucalion funds, advised 
and managed by DVB Bank, with 
equity provided by a range of 
investors, have made significant 
investments in mid-life aircraft, 
including one fund with equity from 
KKR and DVB which acquired a 
37-aircraft mid-life portfolio from 
AerCap in 2016. 

In December 2017, AerCap 
announced another portfolio sale 
of 21 aircraft worth $800 million to 
Peregrine Aviation Company Limited, 
an investment entity established by 
NCB Capital, the brokerage arm of 
the National Commercial Bank, the 
largest bank in Saudi Arabia.

End-of-life leasing market attracts 
niche players which specialise in 
extracting most value out of ageing 
aircraft
The end-of-life leasing segment has 
some notable distinctions to the new-
life leasing segment as summarised 
in the accompanying table above. 
From a financial perspective, yields 
and lease rate factors (defined as 
the monthly lease rental rate divided 
by the value of the aircraft) are often 
higher for older aircraft, providing 
investors with the potential to enjoy 
higher returns than those in the newer 
aircraft leasing segment, though the 
range of returns can be more volatile.

One reason for the difference in 
volatility of returns is the typical credit 
profile of lessees in each segment. 
Lessors are typically unwilling to place 
newer, more expensive aircraft with 
lower credit airlines but will lease 
their older, less valuable aircraft to 
those airlines in order to maximise 
cash flows and earn a yield premium. 
However, these airlines are more 
likely to default, and when such 
events occur the lessor’s returns 
are impacted. This increased risk, 
though, is frequently addressed with 
supplemental security measures of 
security deposits, letters of credit and 
maintenance reserves.

While new aircraft are frequently 
leased for terms ranging from six to 12 
years, lease terms for mid-life aircraft 
are frequently shorter – about four to 
eight years. As a result, remarketing 
is required more frequently and, 
consequently, the aircraft is subject to 
more downtime and transition costs as 
well as lease-rental resets. Given that 

investment returns are dependent on 
securing subsequent leases, extensive 
relationships with airlines across the 
globe are key for success. 

Debt financing is generally less 
available (in terms of both fewer lenders 
and lower loan-to-value ratios) and is 
more expensive for mid-life aircraft 
compared with new/near-new aircraft, 
although aircraft with good leases 
attached can attract competitive terms.

Capital to invest in aircraft leasing 
and financing continues to remain 
ample, intensifying competition among 
lessors and pressuring lease rates, 
particularly in the sale and leaseback 
arena. At the same time, the abundant 
investment capital seeking aircraft 
assets has presented opportunities for 
many aircraft lessors to rebalance their 
portfolios through trading to pursue or 
maintain desired fleet demographics. 
Stocks of many publicly traded aircraft 
leasing companies have been under 
pressure in the past 18 months in this 
environment of hot competition that 
may moderate investment returns. 

Aircraft transaction landscape
Transactions within the leasing 
market are triangulated by three main 
participant groups: manufacturers, 
airlines and lessors. The complex web 
of transactions among them over the 
duration of an aircraft’s life begins in the 
primary market, being the sale of new 
aircraft directly from the manufacturer, 
and then spans the secondary market, 
being the sale of used aircraft among 
and between airlines and lessors. 
Finally, the conclusion of an aircraft’s life 
takes place in the tertiary market where 
it is typically sold to a part-out company. 

Characteristic Newer Aircraft Older Aircraft 
Investment Returns Lower Higher 

Volatility of Investment Returns Lower Higher 

Lease Rate Factors Lower Higher 

Lessee Credit Stronger Weaker 

Lease Durations Longer Shorter 

Debt Loan-to-Value Higher Lower 

Financing Costs Lower Higher 

Capital Requirements Higher Lower 

Lessor Technical Capability Requirements Lower Higher 

Management Intensity Lower Higher 
 Source: Alton Aviation Consultancy 

General comparison of leasing markets – newer versus older
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The high activity of lessors within 
the industry and their increasing 
role in financing for airlines have 
driven a marked rise in the volume of 
trading in the primary and secondary 
markets, particularly centered on sale 
and leasebacks, which involves the 
purchase of an aircraft by an airline 
directly from the manufacturer then its 
subsequent sale to and lease from a 
lessor. 

While primary market sale and 
leasebacks of new aircraft have 
become a popular means for 
lessors to acquire new assets, 
supplementing their direct orders 
and effectively jumping the queue by 
circumventing the wait for slots from 
the manufacturer is highly contested 
among lessors. 

On the other side of the transaction, 
savvy airlines can secure favourable 
lease terms while also enjoying the 
additional liquidity and, in some 
instances, a gain on sale where they 
managed to secure either favourable 
pricing from the OEM or competitive 
bidding from courting lessors, or both. 

The majority of new aircraft sale and 
leasebacks have involved medium-
sized narrowbody aircraft, primarily 
the A320 and the 737-800 models, 
encapsulating the most lessor-
appealing features: high liquidity with 
a broad global customer base. This 
activity is transitioning to the A320neo 
and 737 MAX.

Given this trend of lessor 
intertrading to rebalance their 
portfolios, the typical secondary 
market transaction has evolved over 
recent years: single metal transactions 
are a rarity in favour of trades with a 
lease attached. 

Not only are some of these trades 
significant in size, there have been 
many instances of sizeable trading 
gains.

In terms of the profile of the 
aircraft in these lease-encumbered 
transactions, 15% of the aircraft are 
near-new at one to three years, while 
cumulatively 61% are under 11 years.

The part-out market has slowed 
down in recent years as high 
demand, favourable fuel price and 
delayed deliveries have postponed 
retirements. Correspondingly, the 
squeeze in inventory has pushed 
prices up in the spare parts market 
– the part-out value of variants with 

Source: Alton Aviation Consultancy analysis; CAPA Fleet Database  
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Aircastle 152 $3.7 $24.3 

Orix Aviation 142 $5.0 $35.6 

BBAM 65 $3.0 $45.7 

Macquarie AirFinance 60 $2.3 $38.7 

Accipiter 58 $2.1 $36.5 

Goshawk Aviation 56 $2.1 $36.7 

Carlyle Aviation Group 56 $0.9 $16.1 
Source: Alton Aviation Consultancy analysis; CAPA Fleet Database  

Noteworthy acquirers of lease-encumbered aircraft 
(non-M&A, 2014-18)
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high part commonality for in-demand 
aircraft. The largest volume of 
part-outs has taken place on small 
narrowbody aircraft as the market 
demand softens for these types (737-
300/-400/-500, 737-600/-700, A318/
A319). For widebodies, the drivers 
have been ageing retirement types 
(747-400, A340-300).

Where is the needle pointing?
So, considering this backdrop of 
the commercial aviation industry, 
where do we stand and what do 
we face? A defensible view is of an 
industry that continues to prove its 
resilience; where airlines’ business 
models continue to be tested such 
that the industry evolves and reforms, 

generally coming out healthier on the 
other side as demonstrated by the 
recent years of consolidation reflected 
in record load factors and healthy 
global airline profits.

On the one hand, some favourable 
conditions continue to provide a 
boost – such as moderate fuel prices, 
middle-class expansion, market 
deregulation and liberalisation, which 
have enabled record global traffic 
demand levels. On the other hand, 
a plethora of dampening factors 
headlined by US-China trade tensions 
and Brexit uncertainty are softening 
the global economic outlook and 
affecting passenger and freight 
markets to different degrees. While 
the manufacturers are poised to 

produce aircraft to meet the forecast 
traffic demand of the coming years, 
internal dynamics are challenging, 
with technology issues and teething 
problems of new aircraft and engine 
types as well as delayed retirements, 
production, supply chain and 
maintenance capacity are squeezed.

The competition, particularly in the 
sale and leaseback market, continues 
to be hotly contested pushing up asset 
prices and down lease rates. Among 
themselves, lessor aircraft trading is 
vibrant as they dynamically rebalance 
their portfolios to their desired 
demographic, resulting in a shift in 
the typical type of transaction; those 
in the secondary market are most 
represented by lease-encumbered 
trades. New entrants to the leasing 
market are attracted by historically 
strong profits demonstrated by 
the market leaders, though some 
inexperienced newcomers may be 
tested in a downturn. 

Nonetheless, over the long term, it 
is undeniable that lessors will continue 
to be an extremely important source 
of finance for airlines.  
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In 1980, aircraft leasing accounted for just 2% of the 
world’s commercial aircraft. Today, that portion of the 

global fleet encompasses more than 40%, and continues 
rising.

From its perch in the Atlantic at the western most edge 
of Europe, Ireland is home to 14 of the 15 top global aircraft 
leasing companies. From the sector’s early days and the 
founding by Tony Ryan of Guinness Peat Aviation (GPA) in 
1975, Ireland has grown to become the world leader in the 
industry. 

With Irish-based lessors owning more than 60% of the 
world’s leased aircraft, it is estimated that an Irish-leased 
aircraft takes off from a runway around the world every 
two seconds. 

 

GECAS – the aviation finance arm of General Electric 
(GE) – issued its first aircraft lease on three Boeing 
MD90 aircraft in 1967 and expanded its position with 
GE’s acquisition of a large number of GPA assets in 1993. 
Crucially, in addition to acquiring the assets, the company 
also brought GPA’s expertise on board with a contingent 
of aviation professionals and was able to deliver seamless 
stability to the market while it continued to develop and 
grow in the decades that followed.  

Now, with a fleet of more than 1,850 aircraft in service 
and on order (about 1,500 fixed wing and about 350 
rotary), GECAS has evolved into the world’s leading 
aircraft lessor, expanding an operation initially based in 
Connecticut in the United States and Shannon, Ireland, 
to a company with over 20 offices, meeting the needs 
of more than 250 customers in 75 countries around the 
world. 

GECAS provides an ever-expanding array of services 
with financing solutions on commercial passenger aircraft 
to air cargo freighters, aircraft engines and materials. 
GECAS’s offerings are complemented by the expertise of 
the GECAS technical team in the quest to move aircraft 
around the world in a smooth and efficient manner via a 
best-in-class, connected service to the world’s leading 
airlines.

The company began life when aircraft leasing was 
an almost unknown concept to the great majority of the 
world’s airlines. Since the very early days, but more and 
more as the market has matured, GECAS has recognised 
that the core proposition of financing and delivering 
great aircraft is not enough. This willingness to explore 
new business opportunities and financing models 
that complement the core business has characterised 
GECAS throughout the past half-century. This continued 
innovation and development has seen the company 
emerge to become the world’s only full lifecycle provider 
in the aviation finance space.

 

The depth of the GECAS experience helped the 
company to develop the range of leading-edge support 
services that exist today. Within GECAS, understanding 
of the needs of the customers’ businesses is aligned with 
a rigorous focus on anticipating what is coming next, 
bringing the service innovations that have consistently 
simplified the process for customers.  

As well as its best-in-class service in the core 
proposition of aircraft leasing, this ethos has led to the 
development of strong supporting business units in the 
form of GECAS’s engines, cargo, materials and serviced 
assets platforms – each element in turn supported by the 
unique in-house expertise of the GECAS technical team 
and each answering a need driven by the practicalities 
for the world’s airlines to maintain every aircraft operating 
at optimum capacity. This evolution of service has kept 
GECAS squarely in its position as the leading player in this 
singularly specialised global sector.

Thriving in the engine room 
Aircraft leasing demand is generally a function of global 
aircraft capacity and passenger growth, with each factor 
playing a part in engine leasing. However, as engines are 
also leased to supply demand for spares, their leasing is 
similarly affected by other issues such as maintenance 
cycles and the ratio of spare-to-frontline engines that 
an individual airline judges conducive to optimum 

The sum is greater
How GECAS unlocks the value of the world’s largest commercial aircraft fleet.
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performance. These additional factors make the business 
of engine leasing less predictable, requiring more flexible 
management of the portfolio. 

The scale of GECAS’s aircraft fleet is one of the reasons 
the company leads in engine leasing. The world’s largest 
aircraft lessor by fleet size, GECAS also offers access to 
the largest global engine portfolio with more than 700 
owned and serviced engines.  

Tom Slattery, executive vice-president of GECAS 
Engines, attributes the company’s expertise in this regard 
to its decades of experience in the business. “We are able 
to cross-pollinate the expertise from our 50-plus years in 
aircraft leasing into our 20 years of engine leasing, with 
the attendant buying power that our scale allows,” he says.  

“There are many skills and relationships common to 
aircraft and engine leasing,” adds Slattery, “In several 
areas of our business, our people work across both aircraft 
and engine deals. We estimate that there’s about a 75% 
overlap in GECAS’s aircraft and engine leasing customers. 
Our ability to leverage strong, internal legal and technical 
teams for our customers is a substantial benefit to GECAS 
Engines’ leasing efforts.  

“As nearly 80% of the value of an older aircraft is in 
the engines, having deep technical competence and 
understanding of the associated economics is essential in 
this sector of the market, and this is where we excel,” says 
Slattery.

“We have strong customer account management 
processes, particularly in key areas such as credit analysis, 
airline and country exposure limits. And when airlines run 
into difficulties, the value of a dual portfolio shines again. 
Providing access to our spare engine pool can facilitate 
and speed up the closing of onward leasing deals. The 
overlap also helps drive deal flow.”

Similar to aircraft, transfers of engines on lease via 
lease novations have become increasingly common. 
GECAS has specialised expertise derived from aircraft 
lease novations over the years. This allows the lessor to 
leverage a proficiency which ensures that engine lease 
novations occur efficiently and with the minimum amount 
of disruption to our airline customers.

Other areas of overlap between aircraft and engine 
leasing include legal, tax and insurance knowledge. 
However, some elements unique to the engines market 
require even greater specialised skills. Technical 
knowledge is one such element, since even a popular 
in-demand engine type’s value can fluctuate widely 
depending on the unique modifications and repairs 
applied throughout its life span. 

Risk management is another area of divergence, where 
airline credit risk might be a common starting point for 
both aircraft and engine. Yet engine lessors assume a 
wider set of risk qualifications because the assets are 
more mobile, require less reconfiguration and can access 
a short-term rental market which is far deeper than that of 
aircraft leasing.

The modified risk profile associated with the asset 
mobility relies on accurate records and complete 
documentation. GECAS manages this process via its 
bespoke AirVault Asset Transfer System, a state-of-the-art 
digital records system developed by GE Aviation Digital 
Solutions with strong GECAS cooperation. AirVault is 
a prime example of how GECAS’s deep investment in 
leading-edge technology expertise is brought to bear for 
the benefit of each element of the GECAS service.

      As nearly 80% of the value of 
an older aircraft is in the engines, 
having deep technical competence 
and understanding of the 
associated economics is essential 
in this sector of the market, and this 
is where we excel. 

Tom Slattery, executive vice-president, GECAS
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Moving cargo in the digital age
GECAS’s commitment to the air freighter industry, with 
more than 25 years’ experience, is another example of 
interconnected synergies across the company. With more 
than 100 cargo aircraft either owned, serviced or on order, 
GECAS Cargo has wide portfolio expertise across the 
key categories of freighter aircraft including narrow- and 
widebody aircraft, both factory new and converted. 

Since 2003, GECAS has managed more than 65 
passenger-to-freighter conversions to extend the useful 
life of aircraft and meet the burgeoning transport demands 
of expanding online purchases. 

 Richard Greener, senior vice-president and manager of 
GECAS Cargo, sees a strong future pipeline for freighter 
aircraft.  “This is driven by a combination of life-cycle 
replacement needs and the growth in e-commerce 
worldwide,” says Greener. “Increased demand is 
particularly obvious in the drive to conduct more retail 
transactions online and the consequent increase in 
consumers’ online buying habits. This, in turn, is driving 
demand for the transportation of goods by air. 

“Industry estimates put the increased demand at over 
120 new cargo aircraft required annually over the next 
decade, and we will be deploying our significant cargo 
experience to meet the anticipated needs of freight 
forwarders and others in the air transport segment of the 
market. It’s another example of GECAS’s ability to leverage 
expertise from across the company – to analyse trends 
across the whole market, anticipate customer demand 
ahead of time and be ready to deliver.”

Living in a material world
Probably the most obvious extension of an aircraft 
lessor’s expertise is the ability to provide aircraft end-of-
life solutions. The GECAS Materials platform brings more 
than 40 years of tear-down and part-out expertise to the 
lessor.  Providing dismantlements, spares distribution 
and harvesting of engine components to maximise the 
residual value of assets, the team enables GECAS to 
deliver the highest quality spare parts for all commercial 
aircraft and engine manufacturers. Backed by a vast 
inventory, stocked in strategic locations around the globe, 
GECAS Materials can move quickly to match engine and 
replacement part requirements for customers.  

“We actively purchase whole aircraft or inventories for 
a wide variety of platforms,” says Sharon Green, chief 
executive officer of GECAS Materials. “This helps our 
customers to reduce operating costs while increasing their 
efficiency with parts leasing, initial provisioning, inventory 
planning and end-of-fleet solutions. We have a global 
team of experts in place working across all time zones and 
regions who can draw on GECAS Materials’ inventory and 
deploy the right equipment immediately, ensuring minimal 
cost and schedule disruption.”

 She adds: “For over 20 years, GECAS’s dismantlement 
site has provided expert services to our own business as 
well as a host of other aircraft owners. We adhere to a 
rigorous process which ensures that all parts are removed, 
identified, received, packaged and shipped from the same 
location. This is an essential, best-in-class approach that 
minimises risk of loss, damage or cross contamination.  

“In common with all other areas of our business, 
we position ourselves as a partner to our customers. 
From inventory optimisation to guaranteed pricing and 
delivery, the quality and depth of our products ensures 
a strong supply chain, whether on an ad-hoc basis or for 
a large provisioning. Our clear commitment to in-house 
technology expertise allows us to efficiently manage 
the vast GECAS Materials inventory with a digital ‘work 
card’ system in place to track each part’s journey and 
deployment.”

Broadening asset horizons
Since the mid-1990s, GECAS has been offering the global 
aviation investor community opportunities to purchase 
individual and aircraft portfolios, with or without existing 
leases attached. Aircraft are an attractive alternate 
investment asset class but require deep sectoral expertise 
in keeping them on lease. GECAS structures transactions 
to provide such lease servicing to institutional investors. 

Over the past 25 years, GECAS has developed a 
successful model for servicing third-party aircraft – 
servicing more than 550 aircraft across 14 multi-owner 
platforms with portfolio values in excess of $14 billion.   

 

“We see asset trading as integral to our offering,” 
says Greg Conlon, president and chief executive 
officer Milestone Aviation and executive vice-president 
GECAS Aircraft Trading, “because it serves to reduce 
concentrations to enable growth. Portfolio management 
is key to facilitating fleet rejuvenation, with two of every 
three sales taking place for the purposes of portfolio 
management. 
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We’ve developed industry-leading transaction platforms 
which have helped us to grow the franchise, leading to 
innovative service vehicles which have been recognised 
for excellence across the industry.”

Examples include the Labrador deal in 2016, the first 
aircraft asset-backed security (ABS) portfolio sold into 
South Korea; STARR 2018-1, the first aircraft portfolio 
purchase vehicle structure to include a dedicated asset 
manager for equity investors (and Airfinance Journal’s 
ABS Deal of the Year in 2018); and STARR 2019-1, the 
sale of a portfolio of 20 in-production Boeing and 
Airbus narrowbodies to START II Ltd, which financed its 
acquisition through a 144A Tradeable E-Note and a follow-
on from STARR I. 

“We will continue to be an innovator in this important 
sector of the market,” explains Conlon.

Tech excellence
Threaded through all parts of the GECAS range of services 
is the support from its own technical team, dedicated to 
developing technology such as the AirVault Asset Transfer 
System – digitally charting every step in the journey, 
creating a comprehensive record of each action, leaving 
nothing to chance for the customer while affording quality 
assurance and back up.  

This investment in technical expertise is testament to 
GECAS’s innovative spirit. By leveraging a deep sectoral 
knowledge, the lessor brings bespoke solutions to an 
array of airline operators with best-in-class systems which 
span the breadth of GECAS’s core leasing product, cargo, 
materials, engines and serviced assets offerings.

Greater than the parts
“Over the next 20 years, growth in the aviation finance 
sector is set to continue with some estimating there will 
be between five and six trillion dollars’-worth of aircraft 
sales over the period,” says Alec Burger, GECAS’s chief 
executive officer. 

“While much of this will facilitate new-technology aircraft 
being brought in to refresh ageing fleets, a significant 
portion of this will come from the Far East, where the 
expanding middle class will have a compounding effect on 
demand for air travel. With an annual trend of 100 million 

people becoming new air travellers, overall passenger 
growth in Asia is momentous. Albeit from a relatively low 
base, there is also strong growth in Africa, where demand 
is expected to double over the next decade.

 “Strong demand in mature western countries for 
replacement aircraft at this stage of the life cycle is also 
a factor. We’re seeing that next generation quieter, more 
fuel-efficient jets are the preferred option for the airlines,” 
adds Burger.

“From the beginning, GECAS has advanced through 
many changes and challenges in the airline business. In 
the same way that the airlines of 50 years ago could not 
have envisaged the innovations that would characterise 
air travel today – such as low-cost airlines, greater fuel 
efficiency, the ability to fly further and longer – it’s unlikely 
that we can truly envisage today the innovations that will 
characterise the global airline industry of the future.

“Our suite of financing options from leasing through 
structured deals, capital markets, and the depth of our 
range of services in engines and materials, is unparalleled. 
The strength of our global footprint and local presence 
combined with the scale of our fleet leaves us well 
positioned for growth.” 

More recently, the acquisition of Milestone Aviation 
saw GECAS move into helicopter finance and leasing for 
the first time. Milestone offers operating lease financing 
to helicopter operators in 25 countries on six continents. 
Its current fleet of about 350 helicopters is used in 
the offshore oil and gas industries, search and rescue, 
emergency medical services, police surveillance, mining 
and other utility missions. The division has a forward 
orderbook of medium and heavy helicopter models from 
AgustaWestland, Airbus and Sikorsky available for lease to 
customers.  

“This is another example of our outward, innovative 
focus,” explains Burger, “We’re always willing to look 
to new horizons to grow our business and assist our 
customers on their own growth path.

“The spirit of endeavour that began when the first 
aviators took to the skies lives on in an industry that 
is always reaching for the next milestone. GECAS will 
continue to innovate and match and exceed expectations 
throughout.” 
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Bird’s-eye view of treasury 
Demands on corporate treasury are changing. Is your chief financial officer 
equipped to keep up? 

The rapid pace of growth across industries, including 
aviation, and related regulation have left too many 

companies lagging behind on carrying out even the 
most fundamental treasury functions, such as cash 
management, banking, debt and funding, investments, and 
risk management for currencies and interest rates. Such 
shortcomings are only amplified as companies expand 
into new markets, often lacking an operating model and 
infrastructure to support their activities, portfolios and risks.

“Be it an operational task or strategic, treasury is a vital 
function not only of the finance department, but also of 
the company as a whole,” explains Joey Johnsen, Zeevo 
chief executive officer. “And, while some companies carry 
out treasury tasks within their accounting or financial 
planning and analysis teams, other companies have a fully 
implemented treasury team operation, with an established 
treasurer role.”

As companies evolve so should their treasury function. 
Treasury is primarily concerned with liquidity and ensuring 
enough cash, whether in the bank or open credit lines/
facilities, is readily available for the organisation to survive 
– cash is king – it is the lifeline of any organisation, and 
treasury keeps the heart pumping. 

In aviation, funding and liquidity are at the centre of this 
highly capital-intensive business, as diversity of products, 
lenders and pockets of capital across the globe are 
paramount to ensuring obligations can be met.

Any rapidly growing business understands the 
importance of funding its model, and leadership wants 

to know how much cash is needed to ensure continued 
growth. This is why cash forecasting, both long and short 
term, is so vital. Cash forecasting identifies funding needs, 
and when they arise. It allows the business to anticipate 
this need and start now to identify the optimum funding 
solution and structure it – whether it is equity or debt 
based, or a combination of both.

As the business begins to enter into contracts, potential 
contingent liabilities may arise, raising concerns around 
what it means to the business and, specifically, its debt 
agreements and balance sheet structure.

Cash flow always remains critical, and, in particular, 
when the business starts to look for new markets; thus, 
beginning to deal with foreign exchange risks and other 
macro environment issues. Moreover, the potential 
regulatory, taxation and insurance requirements may 
further complicate matters.

      Be it an operational task 
or strategic, treasury is a vital 
function not only of the finance 
department, but also of the 
company as a whole.
Joey Johnsen, chief executive officer, Zeevo Group

Figure 1: A bird’s-eye view of treasury
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Once the business reaches the maturity stage, where 
it is generating steady profitability and has excess cash 
on hand, chief financial officers (CFOs) grapple with 
challenges such as: how to manage excess cash; what 
investments to consider; and whether the business has 
ready access to the cash, or is it in countries whereas the 
cash is restricted or has a cost to repatriate.

Johnsen underscores that “ultimately, businesses 
want to be able either to reinvest in their business or 
do M&A. Alternatively, they also want to return cash to 
shareholders, repay debt and effectively manage their 
capital structure, knowing what the optimum cash balance 
needs to be.”

She adds: “In aviation, treasury comes in different shapes 
and sizes, so to speak. Sometimes receivables management 
and cash application might be part of the treasury function 
at one lessor; while at other lessors, treasury is mixed with 
corporate finance and capital markets.” 

Nonetheless, no matter where treasury fits in within a 
lessor’s organisation, the connectivity between functions 
is increasingly important. Forecasting should be linked to 
capital markets, treasury, contracts teams, as well as to 
investor relations.  

Johnsen argues that “a treasury team in our industry 
needs to stay very close to all of the business lines to stay 
on the front foot – aircraft deliveries move around, trading 
activity, debt raising timelines, and more.”

There are a number of other considerations that face 
treasury teams throughout the industry, including the 
need to manage bank accounts and banking relationships 
successfully; the potential of dealing with rating 
agencies; the need to respond to venture capitalists and 
investors, both on the debt and equity sides; as well as 
the importance of executing transactions – all within a 
controlled environment.

From a 30,000-foot view – this is treasury.

Key challenges to improving treasury performance 
The primary challenge to improving performance in 
treasury activities is the need to ensure the organisation, 
as a whole, perceives the strategic nature and value of 
an effective treasury function to its core operations. As an 
organisation grows, the treasury function may not have 
the necessary skills or experience to meet the increasing 
demands. Therefore, in some cases, it is necessary for the 
organisation to recruit a treasurer from outside in order 
to develop and scale the treasury function to be a key 
partner in enhancing performance.

Other challenges are related to an increase in risks 
related to liquidity, foreign exchange and funding. To 
manage these challenges, it is vital to employ technology 
to generate accurate and timely data. Managing these 
challenges should not be manual or labour intensive. 
Therefore, it behoves the organisation to invest in proper 
technology solutions to mitigate risk, as well as improve 
efficiencies within treasury activities.

“Managing your bank and financing fees is a challenging 
and critical part of the treasury function, and very much 
so in aircraft leasing. Relationship management is 
critical, as ensuring your banking partners receive an 
equal share of the wallet for their balance sheet and 
funding commitments is paramount to ensuring a healthy 
relationship. In addition, relationships with the credit 
rating agencies are equally paramount in managing 
your organisation’s credit rating and ultimately cost of 
borrowing,” adds Johnsen. 

Optimal treasury organisation and operating model 
The strategic importance of treasury has increased 
steadily over the years and has had an impact on treasury 
departments’ structure and operations, with the increasing 
complexity of business strategies and the accelerating 
pace of change. 

Figure 2: 30K Foot view of treasury
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“Finding the right response to the right questions on 
the CFO’s agenda can make the difference between a 
thriving company with ample liquidity and an organisation 
struggling with liquidity and credit downgrades,” explains 
Paul W McDowell, a member of Zeevo’s advisory board 
and vice-president and treasurer of GoDaddy.   

Let’s examine some of these key questions:   

How do we instil a scalable and clearly defined treasury 
organisation and target-operating model (TOM)?
Companies have come under increased pressure from 
shareholders and regulators to increase transparency and 
improve financial performance. These expectations are 
leading to a significant change to the treasury function 
as activities are increasingly being centralised. Many 
organisations have just begun designing future target 
operating models for their treasury organisation. 

Many large, global and multinational organisations 
have implemented shared service centres (SSCs) since 
the mid-1980s. Some organisations in the mid-market are 
still evaluating the options and have not yet started the 
journey, realising their internal implementations are in 
need of an overhaul. Even the more mature and efficient 
SSCs continue to face questions such as: what should we 
look to outsource next? Do we need to move to a global 
SSC in a low-cost, offshore location such as India? Is it 
feasible or should we consider moving to a virtual SSC 
environment? Should we now add new functional areas 
or acquired companies to the shared service centre(s)? 
And, specifically, should we look to move certain treasury 
activities to our SSC?

McDowell elaborates that “the journey is always easier 
if you have sorted out the fundamentals of setting up and 
running a well-oiled SSC”. 

To evaluate your current SSC setup, organisations need 
to ask questions such as: do we have an appropriate 
technology configuration? Are we utilising best-in-class 

solutions and applying leading practices? Have we 
implemented a continuous improvement, service-oriented 
culture? Is our internal control environment strong and can 
it support the new reporting? 

Johnsen explains that over many years of engagements 
with clients across industries, “members of the Zeevo team 
have collectively amassed a vast knowledge trove and a 
compendium of leading practices and proven approaches”, 
which have been coalesced into the company’s treasury 
TOM. The underlying foundation for the TOM is its 
technology architecture, as depicted in figure 2.

Technology is always changing, but as much as 
things change, the central technology within treasury 
is the calculation and processing power of the treasury 
management system (TMS). TMS software has been at the 
forefront of driving the automation of treasury functions, 
straight-through processing and integration with other 
systems to the harmonisation of enterprise technology.

Treasury management system most optimally suited for 
operations
A true TMS provides extended functionality enabling 
an organisation to centralise or decentralise treasury 
operations, and manage its banking footprint, liquidity, 
investments, funding and debt instruments, and 
derivatives – all within the company’s organisational 
structure, as noted in figure 4. 

Furthermore, by automating the majority of treasury 
management processes, an organisation can effectively 
eliminate the need for spreadsheets, freeing teams up to 
focus on adding value elsewhere. 

TMS should have bank and trading platform 
connectivity, support all transactions in global currencies 
and across an extensive range of financial instruments. 
The system should provide real-time valuation on all 
positions, while interfacing with a wide variety of external 
and internal systems. Optimising cash balances and 
positions across departments and subsidiaries is a breeze 

Figure 3: Treasury operating model
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with a properly implemented TMS supported by robust 
policies, procedures and people.

Current technology trends include: 

•	 new and disruptive technologies introduced by 
financial services technology companies (FinTechs) are 
changing the way customers and businesses interact; 

•	 treasury systems are becoming cloud-based, either as 
a pure Software as a Service application or as a private 
cloud on dedicated client databases. Outsourcing IT 
infrastructure and security to dedicated vendors is 
cheaper and more efficient than installing systems in-
house; and

•	 blockchain, private or public, has the potential to 
allow for straight-through settlement, as well as the 
introduction of new payment considerations and 
currencies. 

The treasury function should ascertain that business 
requirements are addressed in the scoping, planning, 
design and testing of new/enhanced functionality that is 
brought into production. Additionally, with such an array 
of considerations, which include business requirements, 
technical upgrade versus required functionality, timing 
and resource constraints, the establishment of a project 
management office is recommended.  

McDowell stresses that “even with the best of platforms, 
relationship management is key. Relationships with banks, 
rating agencies and others can be supported by a well-
designed, deployed and maintained TMS.”

Let us explore some typical TMS user requirements:

Automated processing
TMS should enable automation of deals through electronic 
trading platforms, automate processing through electronic 

matching systems and automatically update all electronic 
payments on foot of deals traded.

The list of automated processing systems to which 
Salmon Treasurer, a TMS that our alliance partner, Salmon 
Software, provides, interfaces in terms of receiving and 
delivering data is vast.

•	 electronic banking: a key feature of an optimised 
TMS enables auto-upload of bank statements though 
interfaces to all major banking systems and multibank 
platforms such as SWIFT, Bottomline and Fundtech; and

•	 electronic payments: maintaining third-party settlement 
instructions in an appropriate manner and automating 
electronic payment processing to banking partners and 
multibank platforms is key to a well-implemented TMS.

We recommend that the security administrator function 
be segregated and performed by personnel independent 
of the cash management group. Irrespective, security 
administrators access logs should be independently 
reviewed every month to ascertain that all activities – ie, 
creation of a new user, change of approval authority, etc 
– are consistent with senior management’s directives and 
approval.  

Similarly, many companies have thousands of wire 
templates in existence. We often recommend a formal 
process should be established to review wire templates 
annually for inactivity. Inactive wire templates should 
be deleted, and remaining wire templates should be 
periodically reapproved for continued use.   

 
•	 e-Trading platforms: executing an extensive range of 

over-the-counter trades using leading independent 
electronic trading platforms, such as 360T, FXall 
and Currenex. Uploading orders for execution and 
downloading executed orders automatically and 
seamlessly is key to a well-implemented TMS;

Figure 4: Treasury system architecture design
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•	 market rates: optimise data coverage with up-to-the-
second price feeds from top data solutions providers, 
such as Bloomberg and Thomson Reuters. A number 
of lessors do this manually, by interfacing TMS directly, 
rekeying rates manually is avoided and internal control 
is maintained systematically; and

•	 accounting: produce journal postings in respect of 
trading transactions, interest accruals valuations and 
exposures. If TMS is not integrated with general ledger, 
risk and unnecessary rework may hamper accounting 
processes.

Cash management and forecasting
In describing the changing role of a treasurer because 
of evolving regulation and advances in technologies that 
have altered the global financial landscape, Johnsen 
says: “Zeevo has been supporting our clients’ treasury 
departments in dealing with the challenges of a rapidly 
changing international economy.” 

Depending on an organisation’s TMS, the company may 
be enabled to maintain and monitor – in real time – its 
positions, accounts, cashbooks and cash-flow forecasts, 
and to gain greater control in the management of working 
capital, treasury positions and financial risk.

•	 automated balance uploads: balances from any 
number of bank accounts should be automatically 
uploaded for viewing individually or in groupings, such 
as currency, division, region, manufacturers’ serial 
number (MSN) and business unit;

•	 automated account reconciliation: a number of TMSs 
enable transaction-level detail to be viewed instantly – 
or exported – using familiar, standardised reconciliation 
procedures;

•	 cash pooling: daily cash balances may be pooled 
physically, using zero balances and target balances, or 
notionally; and

•	 cash forecasting: a TMS should be configured to 
bring together a range of inputs to enable daily and 
longer-term forecasting, providing instant liquidity 
and cash-flow projections. Cash receipts from aircraft 
rentals, overhauls, security deposits, aircraft sales, bank 
financings, capital market issuances, tax refunds and 
other cash inflows are all key inputs to your day-over-
day cash forecasts.  

Effective forecasting is key to managing liquidity, and a 
good treasury management system relies to a great extent 
on access to timely, quality and accurate information in 
determining future positions. 

TMS’s forecasting functionality should ease the complex 
task of preparing treasury forecasts by providing instantly 
crucial information to help manage financial risk and 
determine the optimal financing and investment strategies 
to undertake. 

Reporting should instantly collate data displaying it by 
currency, business unit, region, MSN, etc, while providing a 
full forecast update history.

•	 what-if scenario simulations: scenario planning is key 
to undertaking hypothetical modelling and simulating 
transactions based on desired outcomes; and 

•	 commodities panning and forecasting: in addition 
to capturing commodity trades, TMS should feature 
commodities forecasting functionality that enables an 
organisation to forecast commodity requirements as 
they relate to the business. 

Debt, derivatives and trade financing
A TMS should enable an organisation to execute, record, 
settle, monitor and value financial instruments across 
an extensive range of products, while ensuring the 
ability to monitor and assess risk, exposure and hedging 
information. Both on- and off-balance-sheet instruments 
should be catered for using your TMS’s debt and 
derivatives functionality. 

•	 debt: monitor and manage lending over multiple 
interest periods with debt instruments that include 
bullet loans, amortising loans, bonds (including zero 
coupon), floating rate notes, medium-term notes, 
guarantees, annuities, private placements and 
syndicated lending; 

•	 derivatives: a TMS should have responsibility for 
accurate valuation, recording and posting of transactions 
and related activity – eg, gains and losses – for various 
derivative instruments. The TMS should also provide 
accurate and transparent reporting, especially to provide 
support for derivative valuations, exposure management 
and hedge accounting requirements. It should be able to 
accommodate instruments such as interest rate swaps, 
amortising swaps, uneven swaps, cross currency 
interest rate swaps, asset-backed swaps, liability swaps, 
currency asset swaps, swap options (swaptions), caps, 
collars and floors;

•	 facilities: manage credit facilities and monitor usage 
and availability in real-time. Multiple types of facilities 
should be catered for, including revolving credit lines, 
multicurrency drawdowns, group facilities, overdrafts, 
etc. Recording and reporting on fees management, 
including commitment fees, utilisation fees, 
arrangement fees, agency fees, management fees, 
custody fees, participation fees, and fronting fees and 
guarantee fees is key TMS functionality;

•	 trade finance: manage trade finance instruments, such 
as letters of credit, letters of comfort, letters of guarantee, 
letters of support, letters of tender and bid bonds;

•	 liquidity planning: the combination of forecasting 
cash flow and simulated datasets goes beyond simple 
working capital management to inform decisions on 
longer-term strategies;

•	 equities: buy and sell equities; review portfolios; 
manage coupons, coupon adjustments, redemption and 
dividends; and calculate profits and losses according to 
first in, first out (Fifo), last in, first out (Lifo) and weighted 
averages, as required;
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•	 e-Trading: sophisticated TMSs support cross-asset 
trading, while interfacing with leading technologies 
from 360T, FX ALL, Currenex, Bloomberg and 
Thomson Reuters. Deals that are eTraded should be 
recorded automatically and immediately. For frequently 
performed deals, templates or wizards should be set 
up with pre-coded default details. Maturity dates and 
settlement amounts should be automatically calculated 
while default pay/receive instructions and journal 
entries should be automatically produced. A key feature 
to consider is whether the system will immediately, in 
real-time, notify a user if a deal is executed or settled 
on a non-trading day using a unique, in-built, perpetual 
algorithmic business calendar, which monitors all good 
business days and automatically adjusts settlements 
dates accordingly. This is likely a bit different from 
commercially available lease and asset management 
systems – eg, Leasepoint and CMS – which likely 
require a subscription to a holiday data subscription 
service;

•	 money markets: manage short-term money market 
activity directly with counterparties by phone or on 
eTrading platforms using all variations of short-term 
instruments, including short-term fixed deposits, money 
market funds, government treasury bills, discounted 
and interest-bearing commercial paper. The money 
market functionality of a TMS should facilitate a 
comprehensive set of rollover activity, including one-
to-one, one-to-many and many-to-many rollovers. 
Off-balance-sheet instruments – eg, the forward rate 
agreement – should also be accommodated by TMS; 
and

•	 foreign exchange (FX): many aviation companies are 
largely US dollar-based and FX needs may only arise in 
the area of selling, general, and administrative (SG&A) 
expenses. Hedge exposure with a comprehensive set 
of foreign exchange management functionality. These 
modules are complemented with real-time links to 
external rates feeds and eTrading platforms. TMS’s FX 
functionality should cover a range of instruments that 
includes spots, forward contracts, even swaps, uneven 
swaps, non-deliverable forwards, contract rolling, call 
options, put options, collars and caps. It should also 
facilitate partial contract usage, contract rollovers, 
contract closing and contract net settlement.

In-house banking
TMSs can greatly facilitate the efficient movement of 
cash and non-cash items to and from entities and among 
entities.

With highly automated processing capabilities, TMS 
should enable an organisation to collect and collate 
zero balance accounts and apply them to intercompany 
positions in real-time, while also aggregating liquidity 
and maintaining individual and global currency positions. 
TMS should provide the data to inform an organisation’s 
risk strategies and the processing power to generate 
greater efficiencies through optimised cash flow and FX 
management.

•	 in-house banking, intercompany netting and 
intercompany position keeping: TMS should 
streamline the key task of invoicing between 
departments and subsidiaries with: automated inter-
company invoicing from multiple invoicing and ERP 
systems; same currency and foreign currency netting; 
and scheduled and automated net settlements. There 
are commercially available systems which enable fully 
automated net settlement through multiple accounts 
with invoice acceptance and approval processing and 
an in-built process for resolving disputed invoices; and

•	 automated real-time interest calculations: 
intercompany statements and intercompany 
interest data should immediately be available while 
relevant parties should be automatically notified of 
intercompany statement availability.

Reporting
Increased scrutiny of businesses both internally and 
externally has highlighted the role of a treasurer as 
communicator to a diverse stakeholder base that may 
include senior management, employees, shareholders, 
investors, regulators, auditors, banks and business 
partners.

Providing timely and insightful information to senior 
management on a periodic basis is paramount to an 
active risk monitoring and oversight process. Specifically, 
formal management reporting of FX and IR risk activities 
should occur on a monthly basis to establish that senior 
management is aware of net exposures, hedge positions 
and analytical analysis in the context. 

Formal monthly reviews may be appropriate to establish 
that senior management is aware of hedge positions in the 
context of current market trends and changing/developing 
exposures.  

Reporting to senior management should additionally 
include the following (in a timely manner): 

•	 changes and updates in risk/exposure estimates and 
forecasts;

•	 commentary on derivatives activity (ie, a summary of 
the most recent risk management activities, including 
new hedges transacted and old hedges that have 
matured or terminated); 

•	 open positions of derivatives by type showing critical 
terms and exposures hedged (including valuation, 
position balances and market exposures by product 
type); 

•	 credit exposures for all counterparties/limit exceptions; 

•	 potential impact on financial results;

•	 the number of unhedged/hedged exposures and their 
relative place within an approved hedge range;

•	 breaches of hedge limits (in conjunction with limits set 
forth in the applicable policy);

•	 hedge performance against benchmarks; 

•	 proposed hedging strategies; and 

•	 market views. 
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As a control measure, the derivatives/exposure reporting 
should typically be generated independent of the function 
or department executing the hedges – ie, at a minimum, 
reports should be independently verified.

An organisation requires extensive reporting capabilities 
to provide instant visibility on cash, exposures, positions, 
valuations, financing, liquidity and risk in a variety of 
formats, including dashboards. 

Risk management
Tools or methodologies should be employed to quantify 
the exposure an organisation may have in various areas. 
Developing this capability can help in understanding risk 
sensitivity and foster an environment of informed decision-
making.  

Additionally, the measurement from this process can be 
readily incorporated into a limit structure that is flexible 
enough to provide treasury the opportunity for active risk 
management, while providing insightful information on 
potential risks in the portfolio.  

TMS is a sophisticated system that should enable an 
organisation to quantify, analyse, and monitor risk and 
exposure, both operational and settlement in the following 
areas:

•	 cash: manage cash and liquidity exposure through 
effective identification and monitoring of multicurrency 
cash positions across all departments and subsidiaries;

•	 counterparties: monitor and maintain counterparty 
limits in real time. This includes real-time advices via 
email on limits breaches or near breaches;

•	 foreign exchange: evaluate open and closed positions 
and create mark-to-market realised and unrealised 
gains and losses;

•	 interest rate: monitor, quantify and evaluate exposure 
to interest rate movements across a variety of 
instruments including debt and swaps;

•	 valuations: value individual instruments and group 
positions using live rates; and

•	 hedging: create different hedge types and monitor 
hedging against an organisation’s hedging policies.

Ensuring accurate and consistent performance of 
hedging activities is dependent on the timely, accurate 
identification and aggregation of FX exposures – ie, 
balance sheet, forecasted and translational – across an 
organisation. In many companies, this data is traditionally 
collected in treasury, with links into the controller’s 
organisation and FP&As. 

Implementing and enforcing regular controls over internal 
sources of information in a timely and accurate manner is 
critical to obtaining a complete picture of an organisation’s 
global risk exposure. The consolidated exposure 
information should be analysed before hedge execution. 

In addition, it is important to work in conjunction with an 
organisation’s reporting team to develop reporting formats 
to extract currency views of foreign currency-denominated 
payables/receivables on subsidiaries’ financial statements.  

For interest rate risk management, a formal range/target 
for the fixed and floating debt mix should be defined in 
an organisation’s risk management policy based on the 
optimal capital structure. Accordingly, a formal capital 
structure model should be developed to optimise cost of 
capital either via structured debt issuance or proactive 
management of interest rate exposure through the use of 
interest rate derivatives.  

Even with the changes in technology trends, the core 
treasury technology is still the TMS. A TMS uses static or 

Figure 5: Zeevo clients, in particular aircraft lessors, now have access to the firm’s comprehensive 
treasury advisory services augmented with Salmon Software’s integrated treasury platform
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reference data, rate and pricing feeds, bank statements 
and information entered by users to capture transactions, 
generate settlements, calculate forecasts, valuations, 
and accounting transaction and disclosure data. No 
matter where the TMS is located geographically and 
how it interacts with banks, information services such as 
Bloomberg, accounting and trading systems, third-party 
business intelligence tools and robotics, the TMS is what 
provides visibility into liquidity positions, settlements, 
forecasts, exposures and risk management happens. The 
TMS is the most critical technology component within 
treasury.

Developing and sustaining effective forecasting 
Cash-flow forecasting is an essential tool for all 
companies and provides treasurers with numerous 
benefits. Good forecasting can help treasurers optimise 
their cash buffers, as well as serve as an early warning 
system for potential cash shortfalls.

Cash flows should be forecasted on a daily, weekly 
and monthly basis. Short-term forecasting covers periods 
of up to 30 days and includes daily and weekly views. 
Medium-term forecasting provides monthly projections of 
up to one year. 

While short-term cash forecasting helps treasurers 
effectively execute daily investments and funding 
actions, a medium-term forecast can help optimise 
the duration of the investments, hedge maturities and 
minimise funding mismatches.

“Forecasting is as much an art as it is a science. 
Accuracy is largely dependent on the experience of cash 
managers who supplement the forecast with adjustments 
based on historical trends and patterns,” explains 
McDowell.

Cash-flow forecasting is generally compiled from 
treasury and business flows. Treasury flows include 
liquidity balances and cash movements expected as 
a result of investments, funding and foreign exchange 
transactions, while business flows include accounts 
payable and collections projections received from 
the finance and sales/marketing/leasing teams. Finer 
adjustments to the forecast are then carried out by 
treasury considering historical trends, seasonal patterns 
and end-of-period adjustments. 

McDowell stresses that “long-term forecasting is 
critical to corporate decision-making in areas such as 
capital planning, capital allocation, budgeting, strategic 
investments and long-term funding decisions”. 

Long-term forecasting is often done by corporate 
finance and strategic planning teams to capture the 
accounting projections for revenue, expenses and 
changes in balance sheets over three to five years. Such 
forecasting should be subject to sensitivity analysis 
to make allowances for factors such as currency 
fluctuations, interest rate movements, inflation, economic 
influences, and other industry and market changes. 
Companies using sensitivity analysis have produced 
cash-flow forecasts under multiple scenarios for 
corporate decision-making. 

“Even companies with sophisticated TMS applications 
that have automation functions sometimes face issues 
with non-standard data formats, multiple information 
sources and system integration problems,” expounds 
McDowell, underscoring the fact that “a lack of 
integration between ERP and TMS software applications 
results in a process that remains largely manual, often 
requiring treasury teams to complete the forecast”.

Forward-looking governance structure 
Treasury management is more complex and challenging 
than ever. Johnsen points to “mergers, globalisation and 
complex organisational models that have become the 
norm”. Statutory and regulatory requirements demand 
greater accountability, transparency and control than 
ever before.  

Johnsen further paints the picture of today’s treasury 
function, describing the need for it to “be lean and 
controlled in order to drive value. Governance is a critical 
initiative that can transform the treasury organisation by 
increasing efficiency and reducing risk”.

A corporate treasury should have its own specific 
individual policies, procedures and delegation of 
authority, which are approved by the organisation’s audit/
finance committee or board. Treasury policies should be 
treasury specific and separate from accounting policies, 
which are generally GAAP related. 

In addition, treasurers should be provided enough 
delegation of authority to perform their roles without 
unnecessary additional bureaucracy, while still operating 
in a controlled environment. The treasury function 
should also have its over forms/templates or ideally 
workflow processes, which should cover the key aspects 
of treasuries’ business and be communicated to the 
organisation. 

“Treasury matters are complex even to the 
professionals. Even to other finance experts, treasury 
is complex. Therefore, it is critical that a treasurer 
communicates effectively to the board, senior 
management and other teams within an organisation,” 
contends Johnsen. 

Treasury reporting should be standardised, similar 
to an organisation’s monthly financial statements, and 
should be jargon free, and timely, to ensure the audience 
becomes familiar and comfortable with the presentation 
and information furnished. 

“This is vital in order to enable directors and senior 
managers, who are the decision-makers and authorisers/
approvers of much of the treasury activity, play a proper 
role – essential governance,” concludes Johnsen.

Zeevo can assist
The world’s most progressive companies link corporate 
strategy to the finance and treasury functions. Zeevo’s 
finance and treasury team provides end-to-end finance 
transformation solutions, covering finance strategy and 
vision, finance organisation and talent strategies, finance 
process redesign and adoption, and finance systems 
changes. 
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Zeevo has the capability to assist companies in each of 
these areas of treasury:

Target operating model

•	 feasibility assessments: developing a shared vision, 
business case development, understanding the 
benefits of shared services, stakeholder assessments, 
objective articulation and identifying the processes to 
be shared;

•	 organisational design: determining how processes 
will change and which application/IT infrastructure 
solutions are needed, site selection, tax impacts, 
security and controls, and program, project and change 
management;

•	 building and testing the model: creating detailed 
business process models and user documentation, 
building interfaces and supporting data conversion, and 
training development;

•	 implementation: developing a migration strategy, 
providing post-implementation support, and managing 
the relationships with third-party and internal business 
partners; and

•	 optimisation: analysing actual performance against the 
original business case, designing and implementing 
continuous improvement processes, refining policies 
and procedures, training development, optimising 
resource models, analysing and updating service levels 
and service level agreements.

Treasury management system selection, implementation 
and/or optimisation, covering:

•	 planning and scoping;

•	 business requirements analysis;

•	 RFP development and deployment;

•	 vendor selection;

•	 project management of implementation/optimisation;

•	 system configuration;

•	 testing; and

•	 post go-live support.

Effective forecasting, covering:

•	 TMS enhancements to automate the collection and 
consolidation of inputs;

•	 requirements analysis with respect to enhanced 
management reporting;

•	 custom report/forecast development; and

•	 integration of lease and asset management systems 
with TMS systems.

Governance, covering:

•	 treasury policy statement creation;

•	 treasury governance arrangements, including 
investment policy creation;

•	 treasury strategy presentations and related 
departmental branding;

•	 risk identification and mitigation; and

•	 treasury operations advisory work, including dealing, 
treasury procedures, treasury controls, reporting and 
disclosure.

“Zeevo can help transform your treasury team, not only 
as far as systems, but also global banking footprints, 
cash pooling, cash forecasting, investing, business flow 
structures to minimise foreign exchange, capital structure 
and other related areas,” says McDowell. “In a nutshell, 
Zeevo has your leasing platform covered in all aspects of 
treasury, from nose to tail.” 

The Zeevo Group difference 
Our team of industry experts is highly skilled in management consulting, technology, software development and 
implementations, and all aspects of aircraft leasing.   

We are committed to remaining unbiased regarding vendors, technologies and platforms. Zeevo service offerings 
provide end-to-end treasury transformation solutions, from planning through implementation, deployment and 
optimisation. Services range from strategic to support of tactical and operational initiatives. 

      Zeevo can help transform your 
treasury team, not only as far as 
systems, but also global banking 
footprints, cash pooling, cash 
forecasting, investing, business flow 
structures, capital structure and 
other related areas.

Paul W McDowell, a member of Zeevo’s advisory board and 
vice-president and treasurer of GoDaddy
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As we head towards 2020 the 
aircraft leasing market continues 

to be buoyant, albeit with an 
acknowledgement that we may have 
reached the peak of this particular 
cycle. From an airline perspective, 
the forecast is less positive because 
International Air Transport Association 
downgraded its 2019 airline 
profitability forecast by $7.5 billion. 
The ongoing trade war between the 
US and China and, at the time of 
writing, the ambiguity surrounding the 
timing and specifics of Brexit continue 
to cause uncertainty.  

Despite this, there continues to be 
ample liquidity available to the aircraft 
leasing industry as investors continue 
to flock to the asset class in a variety 
of investment formats.

There has been continued M&A 
activity over the past few years 
with an expectation of more activity 
into 2020. New leasing platforms 
continue to be established, investors 
still find attractive returns in aviation 
funds, aircraft asset-backed security 
(ABS) investment opportunities are 
abundant, joint-venture/sidecar deals 
continue in numbers and portfolio 
acquisition availability is healthy.

KKR will invest up to $1 billion 
in partnering with and investing 
in Altavair Airfinance. In the fund 
space, Falko, WNG and SMBC, 
among others, launched dedicated 
aviation funds. Elsewhere, GIC 
invested into Nordic Aviation Capital, 
Orix acquired a 30% interest in 
Avolon, the Sky Leasing fleet was 
acquired by Goshawk, while the 
Carlyle Group took over Apollo 
Aviation Group. More recently, Tokyo 
Century Corporation has entered 
into an agreement to acquire 100% 
of Aviation Capital Group (Tokyo 
Century Corporation already being a 
shareholder in ACG). There was and 

continues to be unrelenting launches 
of aircraft ABS and additional aviation 
fund structures.

Industry commentators agree that 
this M&A activity will continue because 
participants are looking for scale 
as well as access to new financing 
opportunities and markets. Investors 
continue to see attractive returns.  

There is also an expectation of 
consolidation within the Chinese 
leasing company fraternity given 
there are more than 60 leasing 
companies in China which some 
consider unsustainable. The ultra-
competitive marketplace is also likely 
to see a number of lessor casualties, 
which have found the challenging 
market conditions and weakening 
airline profitability too much to 
contend with, the result being they 
are consumed by a larger competitor.

With that landscape in mind, the 
focus of this article is to outline the 
key tax considerations in an aircraft 
leasing M&A scenario. There are, 
of course, common issues in an 
M&A tax scenario which are well 
understood, but other considerations 
have been brought about by the 
rapidly evolving global tax reform 
agenda punctuated in recent times by 
the OECD Base Erosion and Profits 
Shifting programme, the EU Anti-Tax 
Avoidance Directive and recent US tax 
reform. This article will conclude by 
highlighting some areas to consider for 
purchasers/investors with respect to 
the human capital side of M&A. 

As outlined above, there are a 
number of forms of M&A activity in an 
aircraft leasing context but primarily 
they can be simplified into two classic 
M&A categories: a share acquisition 
or asset acquisition. Each alternative 
has its own intricacies and are likely 
to have two very different purchaser 
profiles.

Tax due diligence
Diligence is a prerequisite in an M&A 
context – as a purchaser you need 
assurance that there are no surprises 
in what you are buying and/or that 
you are appropriately protected from 
any latent liabilities. For larger M&A in 
a share acquisition context, a vendor 
due diligence (VDD) or tax fact book 
is usually prepared by the seller.  

In theory, this should reduce the 
time target’s management spends 
on the sale process and ideally 
streamline the diligence process for 
the purchaser as well. In practice, a 

Aviation finance M&A activity 
– investor considerations
Matt Dolan, partner in the financial services tax department at Deloitte Ireland, 
looks at the key tax considerations in aircraft leasing mergers and acquisitions.

Matt Dolan, partner in the financial 
services tax department, Deloitte
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purchaser would generally have their 
own advisers undertake a certain 
level of diligence or at least stress 
test the VDD or tax fact book content 
by way of a red flag report.

Positive tax attributes
A key consideration in a share 
acquisition is the ability for an investor 
to preserve positive tax attributes 
that a target group may hold. This 
is generally in the form of deferred 
tax assets driven by tax losses and 
additional tax depreciation which are 
usually available for carry forward to 
shelter future income from the leasing 
activity of the group. Clearly, such a 
benefit needs to be preserved. As 
such, it is necessary to understand 
the tax rules governing the carry 
forward of tax losses in the vendor 
jurisdiction of residence and, more 
importantly, how a purchaser may 
forfeit or jeopardise the continued 
availability of such losses in a 
takeover/investment scenario.   

From an Irish tax perspective, if a 
purchaser was taking over a leasing 
platform, generally the tax losses 
should continue to be available for 
carry forward against future leasing 
profits where there is no change in 
the nature or conduct of the trade 
(which is generally the case) and 
there are no fundamental alterations 
to, for example, the customer profile 
or markets served. However, this is 
not always the case, and rules can 
be complex in jurisdictions such as 
China.  

Crystallisation of deferred tax 
charges
Many jurisdictions (including Ireland) 
offer group relieving provisions 
whereby taxable gains which may 
have arisen on intergroup transfers 
of assets are deferred for a period of 
time. Similarly, indirect tax/stamp duty 
exemptions can apply on intergroup 
transfers of assets but generally 
would be subject to clawback 
provisions within certain timeframes 
and subject to certain conditions.  

For example, in an Irish group 
context, it is usually possible to 
transfer capital assets, trades, etc, 
intergroup and to mitigate capital 
gains tax and stamp duty implications. 
However, where there is a cessation 
in the group relationship (which could, 
of course, occur on a subsequent 
third-party sale of some or all of the 
entities involved) then it is imperative 
that a prospective buyer understands 
the quantum of potential exposures, 
to who the liability may rest with 
and to ensure that the purchaser 
is appropriately indemnified in the 
sale and purchase agreement (SPA) 
documentation. 

Tax management function
A basic consideration when 
undertaking a tax due diligence is to 
verify the overall compliance of the 
target group in terms of tax return 
filings as well as whether the group 
has a dedicated tax function or relies 
on external tax advisers (and if so to 
what extent).  

Does the group have a history of filing 
returns or making tax payments late? 
If so does this increase the chance 
of tax authority intervention or have 
they been subject to a tax audit to 
date? In an aircraft leasing context, 
given the cross-border nature of the 
business, it is recommended that a 
general understanding of how the 
target approaches tax risk is sought. 
In particular, in respect of buy, sell and 
lease transactions – how often does 
the target obtain tax advice? 

Is there evidence that the tax 
advice received is adhered to with 
any requisite registrations or filings 
completed? Does the target group 
take an aggressive position where 
there may be, for example, a technical 
tax registration obligation in a certain 
jurisdiction but where in practice 
the group does not so register? It 
is important for a potential buyer to 
understand the risk profile of how 
the group manages its global tax 
exposures – particularly given the 
potential costs of, for example, VAT 
on the acquisition of an aircraft which 
could be in the millions of dollars.

In a similar vein, additional comfort 
can be gained from understanding 
whether the target group utilises 
the services of a reputable and 
experienced tax adviser in assisting 
with its tax compliance and 
international tax advisory requirements.

Employment taxes
Where an investor is acquiring or 
investing in an existing platform, 

      There has been 
continued M&A 
activity over the past 
few years with an 
expectation of more 
activity into 2020.
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an area that routinely gives rise to 
issues is employment and payroll 
taxes. This is a particular focus area 
of a lot of tax authorities because it 
generally generates tax revenues 
for tax authorities on the back of 
interventions and tax audits given the 
propensity for errors in this specific 
tax area.  

In an Irish context, a key question 
for a target group would be how 
it has managed the recent pay as 
you earn (PAYE) modernisation 
programme introduced by the Irish 
Revenue – it is effectively real-time 
reporting of employee remuneration.  

It can be a complex area and 
penalties for failing to adhere to real-
time reporting can be punitive. For 
aircraft leasing companies, another 
area of focus should be the taxation 
of a director’s remuneration in various 
jurisdictions where the group may 
hold special purpose companies. 
Many jurisdictions would seek to 
challenge arrangements whereby 
an internal group director was not 
remunerated for holding the office of 
director of a company in a particular 
jurisdiction. 

Tax residence and double-tax treaty 
relief
While historically always an important 
focus area, the above topic is now a 
key consideration for investors looking 
to invest into an existing platform on 
the back of the introduction of the 
principal purpose test (PPT) under the 
OECD BEPS initiative. 

The nature of the industry is such 
that invariably double-tax treaty access 
will be required in order to mitigate 
withholding taxes on lease rental 
income paid from one jurisdiction to 
another. Whereas, in the past, the 
provision of a tax residency certificate 
may have been sufficient for an airline 
to get comfortable on the right to 
treaty access, the PPT has placed 
additional emphasis on the rationale 
for the use of a company in a particular 
jurisdiction with the aim being to 
ascertain whether treaty access 
was one of the principal purposes 
in entering into an arrangement or 
transaction.  

An in-depth analysis of the impact 
of the PPT is outside the scope of 
this article and has been discussed 
in detail in other articles we have 

written but, in an M&A context, there 
are some key PPT-related matters to 
consider:

•	 does the target have sufficient 
substance in the jurisdiction (by 
way of functions, assets and risks) 
from which it is seeking to claim 
tax treaty benefits?

•	 does the target lease to any 
jurisdiction where tax authorities 
are particularly aggressive in 
targeting perceived treaty shopping 
or have unique local beneficial 
ownership requirement rules?

•	 is the investor investing into a fund 
or platform where the servicer sits 
outside of the group structure (an 
ABS, fund or joint-venture/sidecar 
structure) and what does that 
mean for treaty access? and

•	 does the investor profile 
strengthen or weaken treaty 
access (for example, for satisfying 
the Limitation on Benefits clause 
present in US tax treaties among 
others)?

From a practical perspective, the tax 
due diligence should encompass a 
review of lease agreements which 
the target has entered into to 
determine whether any particular 
risks exist vis-à-vis change in law 
risk or where the target may have 
made representations around being a 
“beneficial owner” of the lease rental 
income. The latter concept is one 
that is continually evolving but which 
remains undefined with guidance 
being drawn from case law in the 
area as well as OECD commentary.

The use of “lease in lease out” 
vehicles should also be examined in 
the course of a tax due diligence as to 
the long-term viability of a particular 
structure. Where an entity does not 
own the aircraft, has no exposure 
to credit or financial risk and has no 
employees/functions residing within 
that entity, it may come under pressure 
in accessing tax treaty benefits in 
future. This should clearly be a factor 
in the investor’s evaluation of the 
opportunity the target represents. 

Whereas the relevant lease 
agreement may contain protections 
for the lessor against future 
withholding taxes that may arise, 
whether commercially such additional 
taxes could be absorbed by the 

lessee should be evaluated. The 
area of treaty access is one that 
needs to be considered in depth at 
the outset of an investment. While 
there is no bright line test at present, 
and tax jurisdictions will invariably 
interpret the PPT in differing ways, 
tax practitioners should have a good 
sense of what substance is the right 
substance in order for a platform to 
be in a position to avail of tax treaty 
benefits or recommend steps to 
bridge any potential gap.

Similarly, protecting tax residence 
is also of increasing importance. 
With a seemingly ever-increasing 
number of avenues in relation to the 
exchange of information between 
tax authorities, it is likely that 
challenges to the likes of the tax 
residence of a company will become 
more commonplace. Cementing tax 
residence in a particular jurisdiction 
by ensuring management and control 
or the place of effective management 
resides in that jurisdiction and that 
jurisdiction alone is important.

Limitations on the deductibility of 
interest
Thin capitalisation rules or interest-
limitation rules are a feature of 
many tax regimes around the world; 
however, the introduction of such 
rules under the EU ATAD has brought 
such restrictions into the remit of 
many EU tax regimes where no such 
rules existed before.  

The leasing industry is by its 
nature highly leveraged and so a 
fundamental question for investors 
into a leasing platform should be: 
“how do the new rules impact the tax 
profile of the target group?” Investors 
should probe and determine whether 
existing models take into account 
such interest deductibility limitations, 
whether models require stress testing 
or whether new financing structures 
need to be considered completely.  

From an Irish aircraft leasing 
perspective, this may not have been 
a focus in a tax due diligence process 
before but will certainly become more 
and more prevalent going forward.

Permanent establishments and 
foreign taxable presence
Similar to the interest deductibility 
and treaty access discussions, this 
should be nothing new in terms of 
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being a topic for consideration in an 
M&A context; however, the OECD 
BEPS initiative has resulted in a 
number of jurisdictions lowering the 
threshold for which a permanent 
establishment may be triggered 
under the terms of a double-tax 
treaty.  

While many jurisdictions, including 
Ireland, made the decision to forgo 
any changes to the permanent 
establishment threshold, leasing 
groups with non-Irish servicing 
entities should consider the impact 
having sales and marketing personnel 
in various jurisdictions may mean – in 
particular, where such employees are 
negotiating the material terms of a 
contract in a particular jurisdiction.

It is important that as part of the 
diligence process, an investor gains 
an understanding of the processes a 
target group has in place to monitor, 
evaluate and manage foreign tax 
exposure risk. The outcome should 
impact the risk level attributed to tax 
in the overall target evaluation.

Controlled Foreign Companies (CFC)
Many jurisdictions are very familiar 
with the concept of CFC rules, having 
had such rules in their domestic 
tax law for some time. For other 
jurisdictions, the introduction of EU 
CFC rules effective 1 January 2019 
was a fundamental change in how 
and on what income a company could 
be subject to tax.

As part of a tax due diligence, it is 
important to understand, particularly 
if the target group is in a jurisdiction 
for which CFC rules are relatively 
new, what work the target group had 
undertaken in ascertaining the impact 
of CFC rules on their group and the 
effective tax rate. Particular attention 
should be paid to any financing 
structures which fall within the remit 
of the CFC rules.

Transfer pricing
In many EU jurisdictions the CFC 
rules introduced broadly refer to safe 
harbours where the arrangement 
between a company and its CFC has 
been appropriately transfer priced.

Transfer pricing is an extremely 
important component of a tax due 
diligence process. The intergroup 
transactions within a leasing group 
can have a fundamental impact on 

the tax profile of a group and so it is 
necessary for a potential investor to 
be fully comfortable that intergroup 
transactions are appropriately priced 
and that there is sufficient transfer 
pricing documentation in place to 
support the positions should the 
need arise during the course of a tax 
authority intervention.  

Given the availability of readily 
transferable information between tax 
authorities, it is likely that tax payers 
can expect increased interventions 
from tax authorities in respect of 
cross-border transactions. Transfer 
pricing will be a key element of this 
and so the importance of a target 
group having appropriately priced 
intergroup transactions cannot 
be underestimated. If no such 
documentation is in place or there 
are what the investor determines to 
be weak controls in place, the cost 
of rectifying the position should be 
considered in terms of acquisition 
price and the overall transaction. 

Substance requirements – low/no 
tax jurisdictions
The use of Cayman Islands, BVI, 
Bermuda, and Channel Islands 
incorporated companies is relatively 
common within the aircraft leasing 
industry. The EU intergovernmental 
Code of Conduct Group on Business 
Taxation introduced a number of 
substance requirements aimed at 
jurisdictions with low or zero rates 
of corporate income tax. As a result 
of this pressure, many jurisdictions, 
including those outlined above, 
introduced economic substance 
rules into their respective domestic 
legislation.  

The rules are broadly similar 
across the jurisdictions involved 
and essentially require entities tax 
resident in those jurisdictions to have 
minimum substance requirements 
in those jurisdictions where relevant 
activities are taking place.  “Finance 
and leasing” is generally considered 
a relevant activity. 

As such, in a tax diligence scenario 
it is important for potential investors 
to inquire as to substance footprint or 
future substance plans in any target 
group entities that are resident in 
such jurisdictions.  

There are further considerations 
for a potential investor where a 

target group has entities which 
are incorporated in a low tax/no 
tax jurisdiction but are tax resident 
elsewhere (which is quite common). 
Let us take the Cayman Islands as an 
example and the guidance issued by 
their authorities. 

A key point discussed within the 
guidance was in respect of entities 
which are Cayman incorporated but 
tax resident outside of the Cayman 
Islands. The guidance notes that 
(author’s emphasis): 

“A company, limited liability 
company or limited liability 
partnership incorporated or 
established in the Islands is not 
regarded as a relevant entity for 
the purposes of the ES (Economic 
Substance) Law if it is tax resident 
outside the Islands. The Authority will 
regard an entity as tax resident in 
a jurisdiction other than the Islands 
if the entity is subject to corporate 
income tax on all of its income from 
a relevant activity by virtue of its 
tax residence, domicile or any other 
criteria of a similar nature in that 
other jurisdiction.”

As such, provided a Cayman 
incorporated and, for example, Irish 
tax resident company engaged 
in leasing activities can produce 
satisfactory evidence demonstrating 
that all of the leasing income it earns 
is subject to corporate income tax in 
Ireland, then such a company should 
not be considered a “relevant entity” 
for the purposes of the Cayman 
Economic Substance Law.

However, if in a particular structure 
involving a Cayman incorporated 
entity that is not tax resident in 
Cayman, some of the income from 
a “relevant activity”, as defined, is 
not subject to corporate income 
tax in another jurisdiction (eg, if it is 
completely exempt) then the entity in 
question may need to consider the 
impact of the Economic Substance 
rules.  

As noted, the use of Cayman 
incorporated vehicles which are 
tax resident outside of the Cayman 
Islands is relatively common. As 
such, investors should consider 
whether any such entities are within 
a potential target group and ascertain 
what risks this may present, if any. 
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Structuring considerations
The structure of the deal from a tax 
perspective will also be influenced 
by the form of the deal – namely, 
whether it is an acquisition of assets 
or shares.

There are a number of 
considerations for a purchaser in a 
process whereby a trade or assets 
are being acquired. The acquisition 
of assets can be beneficial in that 
the aircraft are generally rebased 
for tax purposes (ie, tax depreciation 
should be able to be claimed on the 
purchase price of the aircraft) versus 
a share deal where the investor 
is stepping into the shoes of the 
previous owner.  

The issues identified above as part 
of the diligence process become 
equally important where the investor 
is establishing their own holding/
investment platform on the back 
of an asset or portfolio acquisition. 
Questions to ask include: will treaty 
access be an issue? How will interest 
limitation rules impact my financial 
models? How do I ensure sufficient 
substance in the holding company 
jurisdiction?

Of course, of significant importance 
for any investor is the tax implications 
that may arise on exit from the 
structure. Many jurisdictions exempt 
capital gains arising from the disposal 
of shares, subject to conditions 
being met. A key consideration 
on exit should be the potential tax 
cost for a future purchaser. Indirect 
taxes such as stamp duty can be 
extremely costly for a purchaser (in 
Ireland, for example, stamp duty on 
share transfers is 1%) if it cannot be 
mitigated. Setting up the structure 
correctly from the outset considering 
cash repatriation, treaty access, 
tax-efficient funding and ensuring a 
commercially viable exit strategy are 
all very important. 

From a commercial perspective, 
in an asset acquisition scenario 
consideration could be given as 
to whether the aircraft should be 
acquired into a trust which is “GATS 
ready”. GATS is the Global Aircraft 
Trading System due to be launched in 
2020. The system has the backing of 
a number of major lessors which are 
active in the aircraft trading market 
and the goal of the system is to make 
the acquisition of aircraft, and an 

associated lease novation, a far more 
straightforward process for the buyer, 
seller and the airline. 

The people-side of M&A
Ensuring due consideration is 
given to the management and 
employee impact of M&A can greatly 
increase the ultimate success of the 
investment.

Where an investor is acquiring 
an existing platform complete 
with management team, a pivotal 
area to consider is employee and 
management incentivisation. Ensuring 
key personnel remain in their 
roles can be a key consideration, 
particularly in scenarios for example 
whereby the investor is a private 
equity firm which is not looking to 
merge the target with an existing 
leasing platform.  

Consideration should be given as to 
whether there is an existing employee 
incentivisation scheme and the tax 
implications for existing staff should 
this need to be wound up or replaced 
with a new scheme. Management 
incenvisiation programmes are now 
commonplace in aviation M&A and 
are generally by way of share options 
schemes, restricted stock units 
(locking in management for a particular 
time) or classic private equity-style 
carried interest returns, which are 
more common where an investor 
is providing funding for a servicer 
platform.  

For those investors looking to 
establish their own platform, they 
face a unique war for talent. The Irish 
marketplace is particularly competitive 
and employees with industry 
experience are in high demand. The 
wider financial services employment 
market continues to be very active 
from a recruitment perspective and 
so new lessors face competition not 
only from other lessors but also larger 
banks, investment managers, private 
equity firms and others in the race to 
attract top talent.  

When looking to attract top 
talent across international borders 
consideration needs to be given to 
a number of factors including the 
personal income tax regime in the 
country in which the target employee 
is being asked to move to, the 
availability of affordable residential 
housing, the education system 

(including availability of international 
schools) and the standard and cost 
of living. It is imperative that a robust 
and appropriate talent management 
programme is in place to attract top 
talent.

There is an expectation of 
continued M&A activity between 
lessors. Many lessors see M&A 
an efficient and rapid method of 
achieving scale. For those lessors 
in acquisition mode, employee 
integration is of paramount 
importance; indeed, this is a facet 
of M&A that is routinely overlooked 
and one which can make or break 
the success of an acquisition. In such 
scenarios, it is necessary to identify 
where the expanded organisation 
wants to be in terms of its structure 
and to scope fully the impact of the 
merger on new and existing roles 
within the group. It will be important 
to identify the key, critical workforce 
and develop a best-in-class retention 
and talent strategy. 

Given the competitive employment 
environment this is easier said than 
done. From the outset, the human 
resource department will need to 
support the transition, determining 
the appropriate process that needs 
to be in place to reach the desired 
organisation structure and culture 
goals. Communication is key in 
any change management process. 
Engagement with specialist providers 
such as Deloitte can greatly enhance 
the success of an employee-
integration process.

Regardless of the direction in which 
the industry will travel, consolidation 
and M&A activity is anticipated to 
continue. Numerous lessor platforms 
are looking to boost their scale; other 
lessors may face stress in the near 
to medium term as airline profitability 
continues to come under pressure, 
impacting airline credit risk and 
potentially resulting in defaults, or as 
a result of remarketing pressures. The 
latter will be prime M&A targets for 
the former. 

There are myriad considerations 
in an M&A process across tax, 
accounting, financial, commercial, 
legal, regulatory and more. Advanced 
planning on both the part of vendor 
and purchaser can greatly reduce the 
pain that can come with such work 
streams. 

Sponsored editorial:   DELOITTE
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Sponsored editorial:   WILLIS LEASE

Count on Willis Lease, pioneering 
aviation solutions for over 30 years

  leasing@willislease.com 
  www.willislease.com 
  +1 561.349.8950 

Contact Willis Lease today to discuss the best engine solution for you.

UNRIVALED 
ENGINE SOLUTIONS

ConstantThrust™

Avoid engine heavy maintenance costs when 
Willis Lease replaces your removed engine  
with a serviceable engine from our nearly  
$2 billion portfolio of assets. 

REDUCE engine change costs by 50% 
ELIMINATE expensive engine shop visits 
MINIMIZE end-of-lease aircraft lease 
return condition costs

Engine Leasing
Engines available now for short-  
or long-term lease.

LEAP-1A*
LEAP-1B*
GEnx-1B*
GE90-115
CFM56-7B 

CFM56-5B
CF34-10E
PW100
PW150
APU GTCP331-500

•
•
•
•
•

•
•
•
•
•

*Available for “pooling-like” preferred access
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This year’s Paris Air Show 
started with an expected 

announcement: Airbus launched 
the A321XLR first thing in the 
morning on the first day to achieve 
maximum impact. Air Lease, which 
was also the launch customer for 
the A321neo, was the first to commit 
to the new variant, signing a letter of 
intent (LOI) for 27 A321XLRs.

The European manufacturer 
booked 43 firm orders for the 
type at the show, commitments 
for a further 79 aircraft and 99 
conversions from A321 to the XLR. 

Airbus says the A321XLR is the 
next evolutionary step from the 
A321LR. It is designed to become 
the world’s most-efficient and 
longest-range single-aisle aircraft, 
which will enable operators in 
this segment to access markets 
requiring more range and payload. 

From 2023, the A321XLR 
will deliver an unprecedented 
narrowbody range of up to 4,700 
nautical miles – 15% more than the 
A321LR.

With this added range, airlines 
will be able to operate a lower-
cost single-aisle aircraft on longer 
and less heavily travelled routes 
– many of which can now only 
be served by larger and less-
efficient widebody aircraft, says 
the manufacturer. This will enable 
operators to open new worldwide 
routes, such as India to Europe or 
China to Australia, as well as further 
extending the family’s non-stop 
reach on direct transatlantic flights 
between continental Europe and the 
Americas.

Changes on the A321XLR vis-a-vis 
the A321neo(LR) include: A new 
permanent rear centre tank (RCT) for 
more fuel volume; a modified landing 
gear for an increased maximum take-
off weight of 101 metric tonnes; and 
an optimised wing trailing-edge flap 
configuration to preserve the same 
take-off performance and engine 
thrust requirements as today’s 
A321neo. 

In particular, the new optimised 
RCT holds more fuel than several 
optional additional centre tanks 
did previously, while taking up less 
space in the cargo hold – thus 
freeing-up underfloor volume for 
additional cargo and baggage on 
long range routes.

Airfinance Journal recorded a total 
of 810 aircraft announcements during 
the air show week, comprising 140 
firm orders placed by all-airline 
customers. Those included only 
140 firm orders, all made by airline 
customers. Airbus booked 114 firm 
orders, while Embraer had 24 firm 
orders. There were no firm orders 
from Boeing. 

On the “other commitments” side, 
airline customers represented 65% 
of the announcements.

Embraer announced two E1 orders 
(United Airlines and Fuji Dream), as 
well as one E2 order (Binter Canarias, 
exercising two purchase rights).

Airfinance Journal understands 
that a fairly large order for the 
E195-E2 was to be announced in 
Paris but got postponed at the 11th 
hour. That order for 25 E195-E2s 
followed a fiercely-contested battle 
with Airbus, which offered the A220. 

Airfinance Journal understands that 
the E1 will be traded in, as part of the 
commitment. Bombardier and de 
Havilland of Canada did not record 
any new orders at the air show. Their 
combined total for the year remains 
at 15 aircraft: nine CRJ900s and six 
Q400s.

ATR banks on lessors
Turboprop manufacturer ATR arrived 
in Paris with only three orders but 
announced a total of 75 aircraft at 
the air show.

The Franco-Italian airframer 
chief executive officer Stefano 
Bortoli disclosed deals covering 
23 more aircraft including a follow-
on order for one ATR42-600 from 
Colombian carrier EasyFly and a 
further 22 ATR72 commitments from 
undisclosed customers.

These follow the letter of intent 
for 35 turboprops, spanning both 
ATR42-600 and ATR72-600 models, 
from lessor Nordic Aviation Capital 
(NAC) – which expects to firm the 
commitment shortly – and the 17 
commitments secured for the new 
short take-off and landing variant of 
the ATR42-600 variant.

Those commitments include 10 
aircraft for launch customer Elix 
Aviation Capital, two aircraft for 
Air Tahiti and five for undisclosed 
customers.

ATR is finalising the process for the 
official launch of the ATR42-600S 
and received  authorisation to take 
in orders for the aircraft, subject to 
the final confirmation for launch from 
the company’s board of directors, 
expected before year-end.

Airlines grab the headlines
Lessors place fewer firm orders at this year Paris air show, which saw the 
launch of the A321XLR.
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The variant offers capabilities to 
take-off from and land on runways 
as short as 800 metres. The ATR42-
600S has a bright commercial 
outlook, says ATR, with 1,200 in-
service turboprops of between 30 
and 50 seats needing to be replaced 
in the coming years.

 Thanks to its economic 
performance and operational 
flexibility, the ATR42-600S is ideally 
placed to meet this requirement. 
Beyond its performance on short 
runways, the aircraft offers 50 seats 
at the same operating costs as 30-
seat aircraft.

 Elix Aviation Capital commitment 
represents the first time the lessor 
has placed a strategic order directly 
with an aircraft manufacturer.

 The lessor’s chief operating officer 
John Moore says the new aircraft fits 
“well into Elix’s long-term strategy” 
to offer a wide range of specialised 
and complete solutions to regional 
turboprop operators.

 The NAC commitment for up to 105 
aircraft represents a very successful 
and long-standing collaboration 
between the parties as well as a long-

term vote in confidence in the ATR 
products.

 Since 2010, NAC has taken 
delivery of in excess of 100 
speculative ATR aircraft. During that 
time, NAC has risen to become the 
number one regional aircraft lessor 
with a portfolio of almost 500 regional 
aircraft.

 “To plan for a successful future, 
it is vital for us to invest in the very 
best technology so that we can offer 
flexible and efficient solutions to our 
clients,” says NAC chairman Martin 
Møller. “Aviation is moving towards 
a sustainable future, and with this 
100+ aircraft deal, we are making 
a strategic decision to ensure that 
airlines can lease and operate the 
most modern and eco-responsible 
regional aircraft available in the 
market.”

CFM International stole the 
headlines at the show with a total of 
1,060 LEAP engines ordered. The 
Franco-US manufacturer secured 370 
orders from the leasing community 
with ALAFCO, Avolon, Macquarie 
Airfinance, and CDB Aviation all 
placing significant orders in Paris.

AirAsia finalised a deal for 200 
LEAP-1A engines to power 100 
A321neos. The aircraft order and 
intent to purchase the engines were 
announced in July 2016.

IndiGo ordered CFM International 
LEAP-1A engines to power 280 
A320neo and A321neo aircraft. The 
Indian carrier becomes a new LEAP 
customer, having until now used the 
Pratt & Whitney PW1100G to power its 
A320neos.

Peach Aviation selected the CFM 
LEAP-1A for its 2016 A320neo order. 
The Japanese low-cost carrier 
ordered 20 LEAP engines.

Pratt & Whitney announced SMBC 
Aviation Capital and an undisclosed 
lessor for 55 aircraft. Its airline 
customers included VivaAerobus 
for for 41 A321neo aircraft AND 
JetSMART for 85 A320neo-family 
aircraft on firm order. An undisclosed 
airline selected the PW1100G for 28 
A320neo-family aircraft.

General Electric announced orders 
for 110 engines from United Airlines 
(40 CF34-8Es), Qatar Airways (10 
GE90s), Korean Air and ALC (60 GEnx 
engines). 

Operating lessor GECAS 
strengthened its relationship with 
Amazon’s all-cargo airline Prime 
Air with the announcement of 15 
additional Boeing 737-800BCFs 
(Boeing Converted Freighters) 
under lease agreements. The lessor 
already has an order with the US 
carrier for five aircraft that will be 
delivered by the end of this year.

Alex Burger, the GECAS chief 
executive officer, says the new 
commitment is the beginning of a 
new relationship. The 15 additional 
aircraft will be delivered through 
2021.

Prime Air says it will base some of 
its 737-800BCFs in Cincinnati, a new 
hub it hopes to have in operation 
by 2021. By then Prime Air will 
have 70 aircraft, comprising 50 767 
freighters and 20 737-800BCFs. 
GECAS was the launch customer for 
the 737-800 passenger-to-freighter 
conversion programme in 2016. 
The first 737-800BCF was delivered 

last year to West Atlantic Group. 
The 737-800BCF features a rigid 
cargo barrier and 12 maindeck pallet 
positions, with a maximum structural 
payload is 23.5t (51,800lb) and a 
maximum range in excess of 2,100 
nautical miles – providing capability 
to open new markets. It also offers 
operators newer technology, 
lower fuel consumption and better 
reliability than other standard-body 
freighters. It primarily will be used to 
carry express cargo on domestic and 
short-haul routes.

At the show, GECAS exercised 10 
purchase rights to firm orders and 
adding 15 more purchase rights. The 
announcement marked the third 
time GECAS had purchased Boeing’s 
newest freighter aircraft. It has 
commitments for 55 firm orders and 
10 options for the type.

“Our leasing customers are 
very pleased with the versatility 
and reliability of these freighters,” 
says Richard Greener, senior vice-

president and manager, GECAS 
Cargo. “It’s enabling operators to 
replace ageing freighters and meet 
the rapidly growing express cargo 
market.”

Orders for the 737-800 freighter 
are beginning to take off as 
operators and lessors look for 
alternatives to the 737 freighters, 
which are seeing feedstock begin to 
dry up.

GECAS has delivered 13 converted 
cargo aircraft to customers since the 
second quarter of 2018. West Atlantic 
and Amazon Air have four units, 
Ethiopian Airlines and ASL Airlines 
Holdings have two, while Atran has 
one. Another six units are scheduled 
for delivery in the second part of this 
year. 

“Many airlines are now operating 
the aircraft. The performance and 
reliability of the 737-800 freighter 
is the key reason why they are 
transitioning to this aircraft type,” 
says Greener.

GECAS boosts 737-800 conversion market
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Single-aisles

Aircraft type Residual 
value

Value for 
money          

Operational 
success   

Remarketing 
potential      

Overall 
score 

Last year's 
score 

Difference

737-800 4.48 4.12 4.95 4.73 4.57 4.58 -0.01

A321neo 4.52 4.20 4.06 4.74 4.38 4.49 -0.11

A320 4.00 4.04 4.86 4.52 4.36 4.36 0.00

737 Max 8 4.33 4.16 4.21 4.58 4.32 4.29 0.03

A320neo 4.45 3.90 3.88 4.74 4.24 4.30 -0.06

A321 4.12 4.08 4.48 4.35 4.26 4.13 0.13

737 Max 10 3.75 3.79 n/a 3.87 3.80 3.85 -0.05

A220-300 3.29 3.53 3.71 3.19 3.43 3.55 -0.12

737 Max 9 3.28 3.50 3.58 3.35 3.43 3.17 0.26

737-900ER 2.91 3.37 3.50 2.86 3.16 3.29 -0.13

737-700 2.85 3.22 3.60 2.56 3.06 3.22 -0.16

A319 2.65 3.10 3.56 2.57 2.97 3.27 -0.30

737 Max 7 2.50 2.79 n/a 2.35 2.55 2.81 -0.26

A319neo 2.35 2.54 n/a 2.00 2.30 2.60 -0.30

737-600 1.29 1.73 1.77 1.38 1.54 1.98 -0.44

Widebodies lose further  
ground with investors
Airfinance Journal analyses the industry’s favourite aircraft and reviews the 
impact of the new-technology options on the current-engine jets.

Investors’ appetite clearly remains in 
mainstream aircraft. Few investors 

venture outside the most popular 
types of narrowbody and widebody 
aircraft: the Airbus A320 and Boeing 
737/Max families and the 787/A350s.

Of the top 10-favoured aircraft in 
2018, the first six were narrowbodies. 
Five years ago, the favoured model 
was the 777-300ER and the top six 
included three narrowbodies (737-
800/Max 8/A320neo), as well as three 
widebodies (777-300ER/787-9/A350-
900).

The current environment continues 
to favour current-technology 
narrowbody aircraft. In 2018, the 
A320neo-family aircraft was still 
subject to delays because of engine 
issues, affecting monthly production 
rates. Oil prices globally remained at 
reasonable levels, making a viable 
case for current-technology aircraft.

This is why the likes of the 777-
300ER, A330-300 or even 767-300ER 
are still mixed up with new-technology 
widebodies in the charts.

 
Narrowbodies
The first A320neo aircraft are entering 
their third year of service, while the 
Max 8s are now more than 18 months 
in service.

Despite Airbus and Boeing 
increasing production rates, it remains 
unclear when and how residual values 
for the current-technology aircraft will 
be impacted. What is certain, given the 
backlog of orders for the Neo and Max 
versions, is that the impact on current-
technology aircraft continues not to be 
felt immediately.

Over the past year, second-hand 
737-800s have been placed rapidly 
and demand has been strong. Start-up 
carriers continue to source eight- to 

10-year-old aircraft before committing 
to newer models.

As a result, the 737-800 model 
continues to top the charts in 
Airfinance Journal’s Investors’ poll.

One leasing company said aircraft 
trading for the 737-800 model is at a 
premium and lease rates for newer 
aircraft are close to the Max 8. 

“Some airlines prefer next-
generation aircraft to Max at the 
moment and due to ongoing issues,” 
says the leasing company source.

The 737-800 remains among 
the most remarketable assets but 
competition makes it hard to access 
for value, says another leasing source.

The A321neo claimed the top 
spot for residual values, narrowly 
beating the 737-800. The poll shows 
the Airbus model scored 4.52. The 
737-800, which first delivered in 1998, 
scored 4.48. 

Airfinance Journal Analysis:   INVESTOR POLL 2019
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Aircraft type Residual 
value

Value for 
money          

Operational 
success   

Remarketing 
potential      

Overall 
score 

Last year's 
score 

Difference

737-800 4.48 4.12 4.95 4.73 4.57 4.58 -0.01

A321neo 4.52 4.20 4.06 4.74 4.38 4.49 -0.11

A320 4.00 4.04 4.86 4.52 4.36 4.36 0.00

737 Max 8 4.33 4.16 4.21 4.58 4.32 4.29 0.03

A320neo 4.45 3.90 3.88 4.74 4.24 4.30 -0.06

A321 4.12 4.08 4.48 4.35 4.26 4.13 0.13

737 Max 10 3.75 3.79 n/a 3.87 3.80 3.85 -0.05

A220-300 3.29 3.53 3.71 3.19 3.43 3.55 -0.12

737 Max 9 3.28 3.50 3.58 3.35 3.43 3.17 0.26

737-900ER 2.91 3.37 3.50 2.86 3.16 3.29 -0.13

737-700 2.85 3.22 3.60 2.56 3.06 3.22 -0.16

A319 2.65 3.10 3.56 2.57 2.97 3.27 -0.30

737 Max 7 2.50 2.79 n/a 2.35 2.55 2.81 -0.26

A319neo 2.35 2.54 n/a 2.00 2.30 2.60 -0.30

737-600 1.29 1.73 1.77 1.38 1.54 1.98 -0.44

Airfinance Journal Analysis:   INVESTOR POLL 2019

Regionals

Aircraft type Residual 
value

Value for 
money          

Operational 
success   

Remarketing 
potential      

Overall 
score 

Last year's 
score 

Difference

ATR72-600 3.17 3.32 3.92 3.19 3.40 3.37 0.03

Q400 3.03 3.09 3.73 3.03 3.22 3.34 -0.12

ATR72-500 2.86 3.31 3.67 2.71 3.13 3.19 -0.06

CRJ900 2.92 2.92 3.42 2.92 3.04 3.23 -0.19

E175 2.60 2.92 3.64 3.00 3.04 3.24 -0.20

A220-100 2.63 3.00 3.23 2.67 2.88 2.82 0.06

ATR42-500 2.71 3.00 3.08 2.67 2.87 2.89 -0.02

ATR42-600 2.85 2.71 2.96 2.83 2.84 2.89 -0.05

E190 2.34 2.84 3.59 2.53 2.83 3.24 -0.41

E190-E2 2.69 2.70 2.67 2.67 2.68 3.40 -0.72

E195-E2 2.67 2.79 n/a 2.54 2.66 3.11 -0.45

E195 2.22 2.80 2.79 2.31 2.53 3.08 -0.55

CRJ700 2.38 2.33 2.75 2.33 2.45 2.77 -0.32

CRJ1000 2.31 2.63 2.67 1.92 2.38 2.54 -0.16

E175-E2 2.15 2.29 n/a 2.08 2.18 3.11 -0.93

CRJ200 1.69 2.00 2.83 2.08 2.15 2.56 -0.41

E170 2.00 2.08 2.42 2.00 2.13 2.63 -0.51

ERJ145 1.50 2.00 2.85 1.77 2.03 2.24 -0.21

MRJ 1.62 2.04 n/a 1.64 1.76 2.27 -0.51

SSJ100 1.15 1.79 1.25 1.17 1.34 2.44 -1.10

In comparison, the A320 remained 
unchanged at 4.00.

The gap between gets tighter 
when it comes to remarketing 
potential. The 737-800 scores 4.73 
versus 4.52 for the A320. In 2017, the 
737-800 scored 4.67 versus 4.36 for 
the A320 model. 

Interestingly, demand for 737-700 
part-out aircraft with engines is still 
high because of fewer -800 part-outs 
than expected, says a source.

The 737 Max 8’s overall score 
this year was higher than last year, 
probably because more units 
delivered in 2018 compared with 
2017, and the model gets more 
market acceptance.

The A320 remains popular but the 
A321 aircraft is the model that has 
shown the biggest progress over the 
past year. Its residual value is 6% up 
year on year, while value for money 
increased by 2%. Remarketing 
potential shows an increase of 5%. 
“Cargo conversion opportunity 
provides more residual support,” 
says one trading source about the 
A321.

The market continues to be active in 
second-hand A319s, but the model is 
rivalled by new-technology aircraft such 
as the Embraer E195-E2 and A220-300.

Airbus new-technology aircraft 
remain penalised for their operational 
success (one of the four criteria in the 
poll).

The A320neo scores better than 
the 737 Max 8 in terms of residual 
values and remarketing potential 
but less in value for money and 
operational success. 

“Most operators and financiers see 
the [predominantly Pratt & Whitney-
driven] engine issues are short-term 
issues and thus any impairment in the 
type’s popularity is likely temporary,” 
observes one trader.

The A321neo is dominant in its 
segment and, as a result, scores 
higher than competition in three of 
the four criteria, perhaps highlighting 
the need for Boeing to address the 
225-seat and above market with the 
New Midsize Aircraft later this year?

“A true competitor won’t emerge 
for some time, though the Max 10 is 
promising,” says one leasing source.

Regionals
The ATR72-600 reclaimed top spot 
in the regional aircraft market scoring 
3.4 overall, a marginal increase over 
the previous year.

The turboprop is now a mature 
aircraft and will have more than eight 
years of service in 2019.

The first ATR72 variant delivered 
in October 1989. The Franco-Italian 
manufacturer had delivered 187 
ATR72-200s, 365 ATR72-500s, as 
well as 448 ATR72-600s, when it 
reached 1,000 deliveries in July 2018.

As the aircraft penetrates more 
markets, lessors are still in this model. 
Nordic Aviation Capital remains the 
largest leasing company for ATR 
aircraft, but Avation continues to 
commit for the ATR72-600s. 

The ATR72-600
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Airfinance Journal Analysis:   LEGAL SURVEY 2019

Clifford Chance maintains top spot 
but rivals gain ground
Airfinance Journal’s legal survey remains the most comprehensive of its type.

Airfinance Journal would like to 
thank all the law firms which 

participated in the survey this year. For 
those unfamiliar with the survey, aviation 
finance deals are counted based 
on submissions from law firms and 
Airfinance Journal’s Deal Tracker, and 
are subsequently aggregated to create 
the winners. 

Airfinance Journal received 
submissions from 14 firms, compiling 
1,550 deals overall, including 
transactions gathered from Deal Tracker.

This is the third year Airfinance 
Journal has used data from Deal Tracker 
for our legal survey and it provides us 
with a more accurate picture of the 2018 
activity because it includes law firms 
which were not able to submit or chose 
not to submit. The firms that did submit 
have the most accurate representation 
of their deals in 2018. 

The survey continues to highlight less 
activity in the export credit agencies 
sector. Export credit agency-backed 
structures are becoming scarce as a 
consequence of continued liquidity in 
the space. The growth of emerging 
markets, particularly in Asia, has 
increased demand for new aircraft, 
in a leasing environment that is more 
competitive than ever. Transactions 
closed in Asia accounted for 27% of the 
year’s total in 2016. They count for 30% 
today.

The activity in Europe has lowered 
over the past two years. Today, 35% 
of the submitted deals originate with 
European customers versus 40% in 
the 2016 Legal Survey. Europe still 
represents 540 transaction points. 
North America remains third by region 
with about the same percentage of 
transaction (21.5%).

Activity in Latin America has slightly 
decreased over the past two years. 
Some 4.3% of this year’s total involves 
clients from that region, against 6% 
two years ago. The activity in Africa 
remains at the previous year’s level, 
while transactions in the Middle East are 
slightly lower than the previous year.

Methodology 
Aviation law firms are invited to submit 
deals to be included in Deal Tracker. 

The Airfinance Journal data team then 
reviews the different deals and selects 
those eligible for Deal Tracker. 

This list is then used to select the 
most active law firms, which are then 
selected by region and product type. 
The legal survey reviews transactions 
from 2018 only. This is significant 
because we recognise that markets 
change, as do law firms; however, we 
felt this was the only way to offer an 
accurate snapshot of total global legal 
activity. 

Our aim is to be transparent and 
impartial. All of the deals used to judge 
the winners are eventually loaded into 
Deal Tracker and can be reviewed by 
our readers. In this sense, our survey is 
unique. 

Our researchers assess each deal 
to verify them and to avoid double 
counting. The benefit of using Deal 
Tracker is that we can offer a granular 
presentation of law firm activity by both 
product type and region. 

There are limitations to the survey. 
Client confidentiality may be an issue 
for law firms when submitting deals and 
some firms opted not to participate. 

As a consequence, the survey does 
not necessarily represent all of the 
deals in the market. But it remains the 
most comprehensive survey of its type 
and crucially offers real insight into the 
aviation market. The survey gives a 
strong indication of which law firms are 
most favoured for certain deal types and 
for certain regions. 

Overall rankings 
Like previous years, the survey records 
the overall number of deals for each law 
firm. A deal, as defined by the survey, 
represents one mandate and can 
include multiple aircraft and lawyers. 

In addition to presenting the most 
active law firms by product and region, 
the survey also aggregates how law 
firms have performed to produce an 
overall ranking. Law firms secure points 
based on where they are placed for 
each region, product and category. 

For instance, a law firm that tops 
Africa or capital market rankings, 
receives five points and the second 
receives four points, and so on. 

Overall winners 
The legal survey is split by product 
type, category and region. In addition 
to summarising the most active law firm 
by the number of deals, we have also 
aggregated the results, awarding points 
to firms based on how they place in each 
respective region and product type. We 
have produced overall rankings based 
on these results. 

Clifford Chance came top in the Asia-
Pacific, Europe, Middle East and Latin 
America, commercial loan, operating 
lease, and sale and purchase of aircraft. 
The firm’s global asset finance group has 
topped the overall rankings in the Legal 
Survey for the seventh consecutive year.  

“This achievement is a result of the 
continued trust our industry-leading 
clients have placed in our legal services 
offering and the dedication and expertise 
of our international network of lawyers in 
meeting their expectations,” says William 
Glaister, Clifford Chance’s global head of 
asset finance.

“The aviation finance sector continues 
to grow, with the establishment and 
expansion of leasing and funding 
platforms, and the level of aviation 
capital markets issuances are both clear 
indicators of investors’ sustained interest 
in the asset class and in the corporate 
credit of operating lessors and strong 
airlines,” he adds.

Banks and arrangers remain 
supportive of the sector, notwithstanding 
global trade tensions and incidents 
of insolvencies and restructurings. 
Macro trends, such as implementation 
of the OECD’s BEPS [base erosion 
and profit shifting] project, ever-
increasing regulatory restrictions 
on banks, accounting changes and 
global benchmark reform, continue 
to influence the types of structures 
industry participants are utilising and the 
commercial terms being negotiated by 
borrowers and financiers,” says Glaister.  .  

The contest between the other four 
lead firms is closed. Milbank remains 
second this year with a score of 31 while 
White & Case and Pillsbury are ranked 
equal fourth with a score of 25 each. K&L 
Gates, in third, is the firm which improved 
the most year-on-year with a score of 30 
in 2018, up from 19 the previous year.    
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Top 10 law firms by score

Rank Firm Score

1 Clifford Chance 52

2 Milbank 31

3 K&L Gates 30

4 White & Case 25

4= Pillsbury 25

6 Norton Rose Fulbright 12

7 Walkers 7

8 Stephenson Harwood 6

9 Delnessahou Tadesse 5

9= Smith Gambrell & Russell 5

9= Nishimura & Asahi 5
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Top 10 law firms by number of deals

Total number of eligible deals 1,551

The African market recorded the 
same level of activity in 2018 as in 

2017 with about 55 deals. Milbank came 
first in this market with 11 transactions 
closed. 

Commercial loans and operating 
leases were the bulk of the activity in 
that region in 2018. Ethiopian Airlines 
was a big issuer of debt in 2018 in Africa 
and financed several Boeing deliveries 
in using the Aircraft Finance Insurance 
consortium (AFIC)-supported financing 
structure. The financing marked the 
first time the African carrier used this 
product and it was also the first deal 
with a commercial junior debt. 

It also represented the first-ever AFIC 
financing that involved both a 12-year 
senior and a seven-year junior loan 
facility for the financing of five Boeing 
737-Max 8 aircraft. Three separate AFIC-
backed facilities were negotiated and 
closed for three 777 freighters.

The transaction demonstrated the 
strength, capacity, efficiency and speed 
of AFIC-supported financing in the 
absence of US Exim, with the strong 
support of the AFIC insurers and the 
three leading AFIC lenders – SMBC, 
ING, Société Générale –bringing AFIC 
financing to the next stage.

“We were pleased to represent the 
AFIC insurers in connection with the 
financing of eight aircraft for Ethiopian 
Airlines. The financings demonstrated 
the strength of the AFIC product and 
the confidence that the market has in 

Ethiopian Airlines,” says Drew Fine, 
partner at Milbank.

Another AFIC-supported financing 
closed on Royal Air Maroc last year. The 
transaction represented many firsts: the 
first 787 acquisition for the Moroccan 
carrier; its first AFIC transaction; and 
its first French lease structure, which 
diversified its funding sources. Other 
commercial loans closed for used aircraft 
last year in the African market, notably 
with Comair, Fastjet and SA Airlink. 

“Potential remains the best descriptor 
for aviation in Africa,” observes Paul 
Jebely, Pillsbury’s Hong Kong office 
managing partner. “On the positive side, 
Ethiopian Airlines continues to be the 
resilient star of the show despite a tragic 
setback [the 737 Max crash in March], 
and we are seeing new entrants into 
the African market offering new seats 
and funding. On the negative side, 

the implementation of the 2018 Single 
African Air Transport Market [SAATM] 
has yet to materialise, the saga that is 
the restructure of South African Airways 
has seriously undermined confidence 
in the carrier, and the apparent 
nationalisation of Arik Air and other 
developments in Nigeria spooked many 
in the leasing and financing community. 
It remains foremost for the Nigerian 
authorities to re-establish confidence 
in their legal, regulatory and political 
framework,” says Jebely.

He adds: “We are in the privileged 
position of representing long-established 
players like Ethiopian Airlines, Investec, 
Rand Merchant Bank and Nedbank, 
and we are now beginning to see the 
emergence of new sources of capital, 
both from Africa and elsewhere, to meet 
some growing demand (including from 
emerging carriers).” 
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Clifford Chance maintained its lead in 
Asia-Pacific as the law firm closing 

the most transactions during the year.
The firm was particularly involved 

in Chinese lessor Ping An’s first PDP 
financing for nine 737 Max deliveries. The 
$330 million loan adopted a structure 
that balances between a conventional 
PDP financing and a working capital loan. 
This financing was on top of a lessor PDP 
financing to the lessee, Aeromexico.

Clifford Chance’s Simon Briscoe 
says Asia continues to be a source 
of new equity for the aviation market 
with continued investor appetite from 
the People’s Republic of China, South 
Korea and Japan seen on single aircraft 
deals, joint ventures, funds, portfolio 
acquisitions and the Japanese operating 
lease (Jol)/Jolco market.  

“With highly liquid capital markets 
and a very competitive commercial debt 
market there is still sustained downward 

pressure on bank pricing,” he adds.
The firm’s standout deals in the Asian 

market included advising on the Avolon 
joint venture with Cinda Leasing (HK) 
Limited to form Jade Aviation. Clifford 
Chance also acted as an adviser for 

Avolon’s nine-aircraft portfolio financing. 
It also advised Skyco International 
Financial Leasing on the sale and lease 
novation of eight A320s from an affiliate 
of AviaAM Leasing on lease to Aeroflot 
Russian Airlines. 
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Europe remains the number one 
market with 539 eligible deals 

submitted in 2018. Clifford Chance 
topped the rankings followed by K&L 
Gates and Milbank.

The European market continues to 
see airlines issuing on an unsecured 
basis in the European and US capital 
markets. In 2018, some companies, such 
as Nordic Aviation Capital, tapped the 
Jolco market for the first time (while 
Iberia returned to the market for the 
first time since 2004), reflecting the 
Japanese appetite for new issuers.

Another European landmark 
transaction featured British Airways’ 
(BA) $607 million EETC. Consistent with 
the 2013-1 precedent transaction, BA’s 
2018-1 EETC incorporates a Jolco tax 
equity. The Jolco structure allows BA (as 
a lessee) to raise additional proceeds 
while reducing overall transaction 
financing cost.

Clifford Chance said this 
transaction represented BA’s first 
major secured financing post-Cape 
Town implementation in England and 
required negotiated revisions to BA’s 
standard form lease. The purchase 
option for each aircraft is exercisable 
before the term of the EETC debt, 
and the transaction was novel in that 
it allows the airline to keep the EETC 

debt in place and convert the Jolco to 
a finance lease until the debt is repaid. 
The law represented Nordic Aviation 
Capital on the $227 million 12 Embraer 
190 Jolco financing. In addition to the 
jurisdictions in which the aircraft were 
registered, English, Irish, Japanese and 
California law were all relevant to the 
transaction. The size and complexity of 
the transaction was significant given the 
number of aircraft, multiple jurisdictions 

and short timeframe in which to complete 
the transaction. The timing was such that 
all 12 closings took place within about 
a two-week period in September 2018, 
which presented multiple challenges 
given the number of aircraft, jurisdictions 
and documents required.

K&L Gates partner Sidanth Rajagopal 
says the firm “worked extensively with 
lessor clients, including setting up 
lessors in Ireland and England”. 
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Clifford Chance and White & Case 
were neck and neck in the Latin 

American region. It was a big change 
from the previous year when Clifford 
Chance had closed almost twice as 
many transactions than White & Case. 

Avianca’s UK Export Finance (UKEF)-
guaranteed Japanese operating lease 
with call option (Jolco) financing for one 
787 aircraft was a regional highlight in 
2018. The transaction was Avianca’s 
first UKEF-backed Jolco financing. It 
was also the first UKEF-guaranteed 
financing structured as part of a Jolco 
for a Latin American carrier. 

Operating leases in the region 
accounted for one-third of the activity 
by structures. One landmark deal 
was a sale and leaseback transaction 
by Viva Air/Irelandia Aviation with 
GECAS for 10 A320s delivering 
over a two-year period. As part of 
the structure, GECAS financed the 

PDPs for each delivery. Last year 
also featured one of the largest 
aircraft financing transactions in the 
Americas: the $302 million financing 
of a 32-aircraft portfolio for LATAM 
Airlines Group, on behalf of a bank 
syndicate composed of five institutions. 
The mid-life aircraft portfolio had a 
14.7 years weighted average age and 
featured 767 freighters. The company 

was raising cash to finance its capital 
expenditures for the year. It opted for 
secured financing against its large 
unencumbered fleet. 

The transaction is full recourse to 
LATAM, a global airline with $1.5 billion 
in cash and a large footprint in Latin 
America. All the aircraft are cross-
collateralised/cross-defaulted with each 
other.  
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North America is often associated 
with capital markets. The region 

increased its dependence on this 
structure with 37% of the overall capital 
markets deals in 2018.

“US debt and equity sources have 
remained plentiful throughout 2018-19, 
with a very active structured portfolio 
debt market supporting an equally 
active asset trading market from 
the seed/warehouse phase through 
the term/take-out phase,” says Mark 
Lessard, Pillsbury partner and finance 
section leader.

“This has resulted in multiple new 
leasing platforms, some of which have 
been launched on the back of a few 
large portfolio trades, and significantly 
reduced the time between ramp up 
and take-out. This fragmentation of the 
market comes as the largest lessors 
continue to sell metal to new entrants 
and equity shares to financial investors 
in the form of joint ventures, sidecars 
and E-notes (tradable by book-entry in 
many cases). On the airline side, the 
general credit picture continues to glow 
while a multiyear refleeting exercise 
continues for large carriers, if at a 
slightly slower pace,” he adds.

Lessard says the sale and leaseback 
market continues to be very attractive 
to airlines, but intense interest from 
investors has also led to innovative 

private placements and cross-border 
leasing structures. Milbank, Pillsbury 
and Clifford Chance were the lead trio in 
the region last year. Milbank was a clear 
winner with 46 transactions. The law 
firm was especially involved in two high-
profile ABS deals in 2018: GECAS Starr 
2018-1 and ALC Thunderbolt II.

The GECAS 2018-1 transaction 
brought a new development into the 
sector: it was the first aircraft ABS 
transaction to utilise a 144A tradable 
E-note.

The Thunderbolt II transaction, 
which also used tradable E-notes, was 
the first deal to use a Passive Foreign 
Investment Company (PFIC) tax structure 
that facilitates offshore ownership 
and removes tax-related transfer 
restrictions, with the goal of further 
broadening distribution and secondary 
market liquidity. The transaction used 

the DealVector platform to share more 
detailed models with investors in an 
effort to increase transparency and 
facilitate investor analysis.

But the law firm was also involved 
in other interesting transactions: Willis 
Lease WEST IV $373.4 million ABS, the 
only engine ABS deal last year; VX Cargo 
2018-1, the 100% narrowbody freighter 
ABS transaction; and Horizon 2018-1.

“The North American aircraft finance 
market was very robust across the 
board in 2018,” says Milbank’s Fine. “The 
capital markets were particularly hot, 
with aircraft ABS having another record 
year and plenty of unsecured offerings 
and EETCs [enhanced equipment trust 
certificates]. When the ABS market is 
hot, that typically means the warehouse 
and other acquisition finance facilities 
are also plentiful. Overall, a banner year 
in the US aircraft finance market.” 
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Clifford Chance was a distant first 
in the Middle East last year. K&L 

Gates and Stephenson Harwood 
completed the trio of leading law 
firms in this region.

The big three Middle Eastern 
carriers, Etihad Airways, Emirates 
Airline and Qatar Airways, continue to 
see challenges.

Etihad financed a new 787-10 
delivery through a senior loan from 
BNP Paribas and a mezzanine 
Murabaha facility from Warba Bank. 
The transaction was important 
because it was one of the first 
787-10 aircraft delivered into the 
Etihad fleet and was financed using 
a combination of senior debt and 
Islamic mezzanine financing. It is 
notable that the borrower was a UAE 
entity incorporated in the Abu Dhabi 
Global Market region.

The region’s only export credit 
agency (ECA)-supported transaction 
was a notable one: two Airbus A380 
deliveries for Emirates. It marked the 
first ECA-supported Airbus aircraft 
financing for the Dubai-based carrier 
after the temporarily closure of ECA 
activities. The transaction was also 
the first ECA financing in combination 
with Korean euro-denominated junior 
loan notes. 

Another landmark deal in the 
region in 2018 was the asset-backed 

securities (ABS) portfolio sale (Kestrel) 
with debt placed in the US capital 
markets and equity placed in South 
Korea. The transaction represented 

lessor Dubai Aerospace’s inaugural 
ABS deal, which featured turboprops. 
It was also the first mid-life aircraft 
portfolio with E-notes sale into Asia. 
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Clifford Chance was the most 
active law firm in the sale and 

purchase market in 2018, ahead of 
K&L Gates and Pillsbury.

“We saw a range of sale and 
purchase transactions not only 
between lessors and investors, but 
also on the airline front,” says K&L 
Gates Charleston & New York partner 
Amanda Darling.

“There was a significant uptick of 
direct sales and purchases at the 
airline level, in particular in relation to 
vintage aircraft where the airline was 
operating the aircraft pursuant to a 
lease,” she adds. 
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Airfinance Journal received fewer 
submissions in 2018 featuring 

airline and lessor capital market 
transactions than the previous year. 
But it was on par with activity in 
2016. In 2018, much of the action 
was in the Asian-Pacific region and 
North America.

The unsecured bond market had a 
busy 2018, with 46 deals closing for 
airlines and lessors during the year, 
according to data from Airfinance 
Journal’s Deal Tracker.

The EETC market had a quiet 
year with $2.5 billion-worth of 
transactions. Only American Airlines, 
United Airlines, Spirit Airlines and Air 
Canada issued notes to refinance 
new deliveries. Milbank’s Fine agrees 
that the dearth in EETC issuance 
last year was because of the major 
US airlines, the prime EETC issuers, 
being successful from a liquidity 
perspective. “The EETC market has 
been slower the last couple of years 
in large part due to the wide range 
of financing options available to US 
carriers, not least in the sale and 
leaseback market. However, we 
have seen more interest recently, 
including with non-US carriers, with 
transactions sometimes taking the 
form of private placements,” says 
Pillsbury’s Lessard.

The lessor unsecured bond 
market was healthy in 2018 with an 
estimated $14 billion-worth of deals 
but this fell way short of the $20 
billion recorded the previous year.

The aircraft ABS industry saw 
heavy issuance growth between 
2016 and 2017, from $4.2 billion to 
$6.6 billion. Last year the sector 
reached an all-time high of $7.3 
billion in new issue volume. 

The ABS product continued 
to improve and the biggest 
development last year was the 
introduction of equity offerings 
pursuant to 144A. That new element 
was introduced first with the GECAS 
deal: the tradable E-notes.

Fine says the 144A tradable equity 
market has given ABS issuers more 
options from an investor standpoint. 

“The 144A equity product permits 
investors to purchase smaller pieces 

of equity and ultimately results in 
more liquidity,” he says. “The ABS 
market has continued red-hot during 
the first half of 2019.”

Clifford Chance was also 
instrumental in the creation of 
tradable E-notes in structured 
aircraft portfolio financings and in 
the incorporation of Japanese equity 
investment in these structures. 

“The introduction and proliferation 
of tradable E-notes has resulted in 
a number of large fund investors 
previously familiar with structured 
aircraft portfolio financings taking 
“anchor” positions in E-notes,” says 
New York partner Zarrar Sehgal.

It has also created opportunities 
for a broader group of new equity 
investors to take smaller positions in 
these structured transactions.  

“The creation of the first structured 
aircraft portfolio financing with 
Japanese equity further expanded 
the market for equity investors 
outside of the core base of US fund 
and insurance investors,” adds 
Sehgal. 

“The increasing number of new 
investors in the structured aircraft 
capital markets space could help to 
keep the cost of capital relatively  
low and serve to keep that market 
frothy.” 

Capital Markets
Deals

Cli�ord Chance
5

Pillsbury
4

Milbank
3

Vedder Price
1

27 

Hughes Hubbard
& Reed

3

0 

5 

10 

15 

20 

25 

30 

Latham & 
Watkins

2  

13 13

7
6

5

Total number of eligible deals 116



Airfinance Annual • 2019/2056

Airfinance Journal Analysis:   LEGAL SURVEY 2019

“Now that US Exim has been 
restored to its full capacity, 

market participants are reasonably 
optimistic about a resurgence of support 
for Boeing deliveries,” says Milbank New 
York partner Helfried Schwarz.

“It remains to be seen what direction 
the new board will take and the level of 
support it is willing to provide. This will 
likely be part of the political discussion 
in connection with the upcoming 
reauthorisation of US Exim,” he adds.

Milbank and White & Case were joint 
winners in the export credit category, 
which included deals ranging from the 
A380 model (Emirates) to the ATR42-
600 model (Aeromar).

The export credit market was also 
fairly represented in Africa last year 
with Rwandair, which refinanced two 
A330-200 deliveries with KfW IPEX-
Bank and Deutsche Pfandbriefbank. The 
transaction marked the return of Airbus 
ECA-support. 

Solenta also financed two ATR72-
600 deliveries in the ECA market with 
Export Development Canada on the 
debt side. Earlier this year Air Senegal 
was in the market for two A320neo 
deliveries.

The Aeromar transaction was 
innovative because it represented a 
take-out of manufacturer financing with 
ECA support for turboprops into Mexico. 
The transaction is an export credit 

agency-guaranteed debt that refinanced 
manufacturer-supported sales of a batch 
of relatively new ATR42/72 aircraft.

This deal was particularly complex 
because it involved the refinancing of 
sales finance, with ECA-guaranteed 
financing (Bpifrance/SACE and Export 
Development Canada) separately 
supporting different aircraft. It also 
included commercial debt for aircraft 

that were all in operation. 
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K&L Gates was the clear winner in the 
structured lease category in 2018 

with half of the total’s eligible transactions 
recorded by Airfinance Journal.

The firm says it has seen consistent 
interest in the aviation finance sector 
utilising Jol/Jolco transactions, with 
some novel transaction structures 
being used. K&L Gates advised Virgin 
Australia on its first-ever Jolco financing, 
for six used 737-800 aircraft. 

“This transaction involved two 
separate sets of lenders with different 
hot button issues. We were responsible 
for negotiating the financing and leasing 
documentation with such lenders 
simultaneously, which was a logistically 
challenging undertaking, particularly in 
light of this being the airline’s first-ever 
Jolco financing,” says Singapore-based 
partner James Bradley. 

The transaction was unique because 
of a combination of financing complex 
assets in local Australian dollars (vintage 
aircraft), using a complex structure 
to ameliorate any tax burden (ie, the 
structure was in strict application of 
the Australian/Japanese tax scheme to 
mitigate any withholding tax under the 
Jolco leases) and introducing a new 
name to the Jolco market.

Bradley says the firm sees more 
interest and activity across the board 

in Jolco space in Vietnam. “We 
recently acted on behalf of VietJet on 
Jolco transactions financed by BNP 
Paribas and Natixis. These VietJet 
Jolco financings are a landmark 
Jolco transaction completed for any 
Vietnamese company. Moreover, they 
are indicative that there is an expansion 
of the Jolco market, and equity 
arrangers and equity investors are 
becoming more flexible as to the airline 
credit,” he says.  

K&L Gates also recently advised a 
major Japanese leasing company and 
Asset Brok’Air International in a Jolco 
transaction with ICBC Aviation Leasing 

for two new A321neo aircraft leased to 
Vietnam Airlines. This was ICBC Aviation 
Leasing’s first Jolco financing involving a 
Vietnamese lessee.  

“In 2018, we observed an increased 
enthusiasm for structured lease 
transactions and, in particular, we 
saw new airlines (some in brand-new 
jurisdictions) availing themselves 
of the popular Jolco product; initial 
indications are the proposed change to 
the Japanese taxation laws are having 
little-to-no impact on the appetite for 
Japanese investors to continue their 
Jolco involvement,” says K&L Gates 

Tokyo-based partner Bob Melson.  
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Operating leases are one of the most 
popular financing solutions in the 

market, providing more than 40% of all 
aircraft deliveries. Last year saw many 
transactions among leasing companies 
in the M&A market.

Goshawk Aviation acquired Irish 
lessor Sky Aviation Leasing International 
from the Public Sector Pension 
Investment Board, one of Canada’s 
largest pension investment managers, 
and private equity firm ATL Partners in 
September 2018. 

Airfinance Journal reported on 31 
May 2018 that Goshawk had been 
involved in the bidding process, along 
with Avic International Leasing and 
Aviation Capital Group. Chinese lessor 
Avic was originally the frontrunner, but 
was pipped to the post by Goshawk. 
The acquisition accelerates Goshawk’s 
already fast growth trajectory with the 
addition of 51 young aircraft with long 
leases. 

One of the largest transactions in 
2018 involved AirAsia Group. It entered 
into agreements to dispose of its 
aircraft leasing operations (Asia Aviation 
Capital) to entities managed by BBAM 
for $1.18 billion. Under the terms of the 
agreement, Fly Leasing purchased 33 
aircraft and seven engines, Incline B 
Aviation acquired 38 aircraft and seven 

engines and Nomura Babcock & Brown 
acquired 13 aircraft. Of the 84-aircraft 
portfolio, 79 are leased back to AirAsia 
and its affiliates. Fly and Incline also 
entered agreements to acquire 48 
aircraft ordered by AirAsia, and took an 
option on a further 50 deliveries.

AirAsia Group also sold a 25-aircraft 
portfolio from Asia Aviation Capital 
to entities controlled by Castlelake 
for a reported $768 million. The most 
innovative product-related transaction 
involved the A220-300 type. European 
carrier AirBaltic mandated a series of 
sale and leasebacks to the leasing 
community: Avation and CMB Leasing.

The transaction represented the first 
open market sale and leasebacks for 
the type: up to that point the asset was 
derided by competitors and shunned 
by investors with just 249 sales 
accumulated over eight years.

The carrier has since added FPG 
Amentum as a lessor customer. 

Darling of K&L Gates Charleston and 
New York says: “Within the JOL market 
we have seen an exponential upsurge 
of new investors, and a steady increase 
by well-established and existing 
investors – the investors are leasing to 
a significant cross-section of airlines all 

around the world 
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Clifford Chance was the most active 
law firm in the commercial debt 

market in 2018, ahead of Milbank and 
Pillsbury. The firm recorded more than 
100 transactions during the year, or more 
than 25% of the total submissions.

“Whether it be term loan facilities, 
revolving credit facilities or warehouses, 
the commercial loan market was very 
strong in 2018”, says Milbank’s Fine.

“This includes loans made to aircraft 
leasing companies and airlines globally. 
Large term loan facilities and warehouses 
were made available with the goal of 
eventually being taken out by ABS. Also, 
AFIC-supported financings continued at 
a steady pace with the 50th AFIC insured 
aircraft being financed,” he adds.

The traditional aviation banks have 
faced intense competition on airline 
mortgage debt from the sale and 
leaseback, Jolco and bond/private 
placement markets, among others, 

according to Pillsbury’s Jebely. “As a 
result,” he says, “many of them have 
honed in on lessor portfolio/warehouse 
financings, which require significantly 
more expertise to underwrite and 
syndicate. Notwithstanding, competition 
among banks and an overall shortage of 
product to finance (made worse by the 

737 Max delays) has kept margins tight. 
Continued regulatory tightening hasn’t 
helped either. Many banks appear 
to be eagerly awaiting the day when 
their ability to move quickly and their 
emphasis of long-term relationships 
will become more valued again by the 
market.” 
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Are OEMs thinking of new 
narrowbody?

Airfinance Journal Analysis:   OEM FOCUS

Airbus’ latest plans may involve a new narrowbody 
aircraft as the European manufacturer is believed to 

start hiring staff, according to job postings seen in the final 
quarter of last year by Bloomberg.

While the European manufacturer may record higher 
levels of research and development over the next few years 
as it starts developing a new narrowbody aircraft, possibly 
with some technologies applied to the A350, the current 
pipeline of A320 current generation aircraft and new engine 
option will provide enough capacity through 2030 at least.

The success of the Airbus A320neo and Boeing Max 
products is unprecedented. When Airbus and Boeing 
approached the market at the beginning of the decade 
with a re-engining narrowbody aircraft, no one could have 
guessed that seven years later the commitments for those 
programmes would be over 11,000 units.

“There is clearly more development potential in the A320 
family,” said Mark Pearman-Wright, head of leasing and 
investor marketing at Airbus at Airfinance Journal’s Asia 
Pacific conference in November 2018.

“In terms of the timing for the development, the engine 
industry sets a lot of that technology timeframe. We don’t 
expect any major steps forward to sometimes post 2030,” 
he adds. 

The A320 and the 737 have fantastic productions runs 
and that is “great for every aircraft investor” says Pearman-
Wright. 

At 31 December, 2018, the Airbus’ backlog for the A320 
current engine family included 11 A319s, 70 A320s and 84 
A321s. The European manufacturer had 55 A319neo, 3,678 
A320neo and 2,158 A321neo backlogs.

Airbus has confirmed plans to produce 60 narrowbodies 
a month by the middle of this year and is studying higher 
rates.

“With the Neo generation of aircraft, we expect another 
long production run but we know with the modern design of 
the A320, we have the first iteration. We are clearly looking 
at potentially having a second iteration but that would not 
be before 2030,” says Pearman-Wright.

For Boeing managing director marketing Kemp Harker, 
the Max is not about new engine only, as “significant 
improvements” have also been done is on the flightdeck.

“For lessors and investors, the fact that we now have an 
aircraft that will be at the end of the first lease and moving 
into a second lease will be similar to other aircraft operated 
by other airlines,” he says.

Harker says the Max aircraft programme has been 
collecting more data through health monitoring capabilities 
for the customers. 

“Both improvements, in addition to the engine efficiency, 
position the Max to be a good aircraft until Boeing reaches 
a point where it will be ready to replace with an all new 
single-aisle aircraft,” he says.

Harker says Boeing remains focused on the entry into 
service of the Max 7 in the first quarter of this year and 
the Max 10 in 2020. “Then we will have the New Midsize 
Airplane (NMA) in the middle of the next decade before we 
come back to the single-aisle aircraft,” he adds.

Boeing continues to assess the market for the NMA. “We 
think the addressable market is between 4,000 and 5,000 
aircraft. But more importantly it is the kind of the market 
will compete in and it comes down to three categories: 
short-haul, high density market where we have multiple 
frequencies that may be served by single-aisle and twin-
aisle aircraft.”

The second area Boeing sees this aircraft competing is 
what he calls the “mis-assignment of aircraft” in the aviation 
network. Airbus and Boeing both build aircraft that fly long 
ranges, but those are heavier and built for those distances. 
They are then assigned to shorter range routes where 
the range of the single aisle is not sufficient. But it is not 
specifically designed for that market and not as economical. 
We think the NMA will be able to compete and take some of 
that market.

“Last, like we’ve seen with the 787s, we believe the NMA 
will provide opportunities to open new routes, which are 
beyond the range of the 757 or below the range of the 767 
and beyond the range of the A321LR.” 

Airbus A320neo Boeing 737 Max 8
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Airfinance Journal Analysis:   COUNTRY REPORT

Vietnam: the next aviation 
powerhouse
Vietnam is one of the fastest-growing aviation markets globally. Opportunities for 
aircraft manufacturers, lessors and the supporting industries are bountiful. 

Vietnam is on a fast trajectory to becoming one of 
the global aviation powerhouses by 2037, the latest 

data from the International Air Transport Association 
(Iata) shows. Addressing the country’s vast potential, 
Vietnamese airlines have their books filled with about 450 
aircraft on order over the next 10 years.

The total number of passengers in Vietnam is expected 
to almost triple to 150 million by 2037, up from a forecast 
100 million in 2028 and 58 million in 2018. This represents 
an average annual growth rate of 6.3%, versus 3.4% for 
the world on average and 4.7% in the Asia-Pacific over the 
same period.

The domestic market is particularly hot. Domestic 
passenger numbers are forecast to more than double to 
60 million in 2028, up from 28 million in 2018.

Iata believes Vietnam will be the 19th-largest market in 
terms of total passengers in 2028, up from 23rd position 
as Airfinance Journal went to press. Only taking domestic 
into account, Vietnam is expected to be the ninth-largest 
market in 2028.

Drivers behind unprecedented growth
Vietnam’s air transportation industry got a boost with 
the implementation of the Association of Southeast 
Asian Nations (Asean) open-skies policy in January 2015, 
allowing airlines to fly without restrictions throughout 
Asean. 

Just as important, the emergence and proliferation of 
low-cost carriers (LCCs) in Vietnam some 10 years ago put 
the socialist republic on the aviation world map at last. 

LCCs in Vietnam will account for about 60% of market 
share in 2019, which is much higher than the regional 
average of 35% and significantly higher than about 18% in 
Japan.

VietJet Air, a LCC which listed in 2017, has overtaken 
rival AirAsia in terms of market capitalisation. The $2.7 
billion capitalisation is the second highest for a South-
East Asian airline after marquee carrier Singapore Airlines 
($8.75 billion). Meanwhile, AirAsia’s market value stands at 
$2.2 billion.

“The new entrants – Jetstar Pacific, VietJet and now 
Bamboo Airways – are LCCs that feel the market is not 
being served well by the established flag carrier. It looks 
like Vietnam is following the same patterns we have 
observed in Thailand and Malaysia over the past decade. 
And it makes sense as Vietnam has a young population 
and incomes are rising sharply, similar to what we’ve 
seen in other Asean countries previously,” says David 

Yu, adjunct professor of finance at New York University’s 
Shanghai campus.

Other key factors driving aviation growth in Vietnam are 
the country’s booming tourism industry, which grew 19% 
for domestic passengers and 29% for foreign passengers 
last year, and Vietnam entering several free-trade 
agreements, which stimulates import, export and domestic 
consumption.

“Vietnam’s aviation industry is moving in the right 
direction. Clearly, the government sees the importance 
of facilitating the industry’s growth and the economic 
benefits that it brings on the country, although an area 
that we encourage Vietnam to review is the visa entry 
requirements. Relaxing the entry requirements can be 
a boost to travel to the country,” Conrad Clifford, Iata’s 
regional vice-president for Asia-Pacific, tells Airfinance 
Journal.

“Vietnam is a very interesting case in terms of 
how aviation plays a key role in social and economic 
development. It’s still a relatively poor country with low per 
capita incomes and yet we’ve seen spectacular growth in 
demand for air travel,” Association of Asia Pacific Airlines 
(AAPA) director-general, Andrew Herdman, says.

“Ho Chi Minh City-Hanoi is the fifth-busiest domestic 
route in the world now. I think this reflects the fact that 
ground transportation in the country is limited and air 
transport is by far the easiest way to get around and it’s 
used by everybody now,” says Herdman, who adds that 
attention must also be paid to the cargo sector.

“I remember the days when cargo out of Vietnam was 
basically limited to fresh produce and seafood. Nowadays, 

      Vietnam’s aviation industry 
is moving in the right direction. 
Clearly, the government sees 
the importance of facilitating the 
industry’s growth and the economic 
benefits that it brings on the 
country. 

Conrad Clifford, regional vice-president for Asia-Pacific, Iata
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Vietnam is a very competitive manufacturing centre, 
not just for footwear and apparel but also consumer 
electronics like mobile phones. There are massive cargo 
infrastructure projects underway,” says Herdman.

To meet the breakneck demand, the government in 
Hanoi last year revised the country’s aviation industry 
development plan through 2030. Under the revised 
masterplan, the Civil Aviation Administration of Vietnam 
estimates that passenger traffic will reach 131 million by 
2020 (up from 94 million in 2017) and 280 million a year 
by 2030. These numbers far exceed Iata’s forecasts.

In the same vein, freight traffic is forecast to increase 
to 2.2 million tonnes with an average 18% growth a year 
through 2020. Some 10 years later, the cargo sector is 
estimated to handle 6.8 million tonnes of freight. 

The only way for Vietnam to achieve these numbers is 
through unprecedented fleet growth driven largely by the 
country’s sprawling LCCs. Nevertheless, rising interest 
rates could put a damper on growth.

“The low cost of capital has enabled ambitious start-ups 
to ramp up very quickly. Low interest rates have meant 
that aircraft financing has been an attractive investment. 
We’ve seen that through the growth of leasing companies 
here in the region. Also, these companies are ready to 
provide airlines with capital, even those with limited equity 
cushions,” says Herdman.

“This environment has enabled even fledgling airlines 
to quickly ramp up, place big orders and scale up in ways 
that would have been difficult prior to the low interest 
rates we’ve seen over the last decade,” he adds.

But what if the rates keep rising, a trend that has 
continued over the past 18 months? If you apply the 
stress test, if the interest rates rise, what do the operating 
economics look like for some of those carriers then? 

“Many of them have limited equity, there hasn’t been a 
lot of IPO [initial public offering] activity, so they’re heavily 
geared. But so far they’ve bought at very competitive 
prices. Airbus and Boeing are still heavily backlogged. So 
even if the airlines can’t use all the aircraft they’ve ordered 
themselves, the delivery slots can be transferred to other 
operators. This is acting as a kind of safety net in terms 
of whether people have over-ordered. Look at what Lion 
Group has done for example, selling or leasing out excess 
capacity that they bought at very good bulk rates,” says 
Herdman.

VietJet Air
Although only in operation since late December 2011, 
low-cost carrier VietJet has snapped up 45% of the 
local market. The budget carrier will soon emerge as 
Vietnam’s largest airline. It operates 64 aircraft, but has an 
impressive backlog of Airbus and Boeing narrowbodies in 
its orderbook.

VietJet was the first privately owned airline to be 
established in Vietnam. The carrier is owned by Sovico 
Holdings, HDBank, other organisational investors and its 
chief figurehead – president and chief executive officer, 
Nguyễn Thị Phương Thảo, Vietnam’s first female billionaire 
with an estimated net worth of $4 billion.

Thảo met with early success while studying finance and 
economics in Moscow, where she began selling goods 

from Japan, Hong Kong and South Korea in the USSR. She 
owns several resorts, as well as a 90% stake in Ho Chi 
Minh City’s Dragon City development.

In February 2017, VietJet completed its IPO and 
became a fully listed entity on the Ho Chi Minh City Stock 
Exchange (HOSE), making it the first airline in Vietnam to 
be listed on the bourse. BNP Paribas, Deutsche Bank and 
JP Morgan Chase were the IPO’s joint global consultants.

VietJet’s order backlog comprises about 110 Airbus 
A321neos, 20 Boeing 737 Max 8s, 80 737 Max 10s and 
100 737 Max 200s. The Hanoi-based airline has previously 
flagged long-haul aspirations, although this has quieted 
down quite a bit after a local rival – Bamboo Airways – 
entered the playing field in 2018 with significant Airbus 
and Boeing orders, including 787-9 widebodies.

With 200 737 Max aircraft on order, VietJet is one of the 
top five customers for the programme.

“The deal for 200 Boeing 737 Max aircraft is an 
important move for us to keep up with our international 
flight network expansion plan with a higher capacity,” Thao 
said at the latest signing ceremony in February.

“I believe that our fleet will have breakthroughs thanks 
to new-generation technologies, which helps improve 
flight quality and enhance operational reliability, while 
reducing operating costs in the future. Passengers will 
then have more opportunities to fly with reasonable fares,” 
she adds.

In addition to massive aircraft purchases, Airbus and 
Boeing will partner with VietJet to enhance technical and 
engineering expertise, train pilots and technicians and 
improve management capabilities at the airline and in 
Vietnam.

VietJet offers more than 385 flights daily, carrying 
more than 65 million passengers, with 106 routes 
covering destinations across Vietnam, Japan, Hong 
Kong, Singapore, South Korea, Taiwan, China, Thailand, 
Myanmar, Malaysia and Cambodia. The airline has a 
Bangkok-based subsidiary, Thai VietJet Air.

VietJet has been adding new routes through 
codesharing with more established carriers, including 
marquee carriers Japan Airlines and Qatar Airways.

Vietnam Airlines
For decades, flag carrier Vietnam Airlines faced little to 
no competition. This changed rapidly with the arrival of 
VietJet.

Airfinance Journal Analysis:   COUNTRY REPORT
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State-controlled Vietnam Airlines is conscious that it 
needs to trim some fat and become more agile in its new 
operating environment. The carrier hopes to list on the 
HOSE by mid-year as the Hanoi government looks to 
reduce its stake to 51% from 86% by 2020.

The proceeds from the IPO are to be used to fund 
Vietnam Airlines’ fleet expansion. 

In 2016, Vietnam sold an 8.77% stake to ANAHD, 
owner of Japan’s All Nippon Airways, in a $108 million 
transaction.

Vietnam’s flag carrier also operates LCC Jetstar Pacific 
as a 70%-30% joint venture with Australia’s Qantas 
Airways.

Vietnam Airlines’ order backlog is easy to grasp. The 
flag carrier has outstanding commitments for 15 A321neos 
and eight 787-10s. These will join an existing fleet of 89 
aircraft, comprising 57 A321s, five A321neos, two A330-
200s (to be phased out within the first half), 14 A350-900s 
and 11 787-9s.

ICBC Aviation Leasing closed a Japanese operating 
lease with call option (Jolco) financing covering two 
Vietnam Airlines A321neo aircraft on operating lease at 
the end of 2018. The overall transaction was arranged by 
Asset Brok’Air International, while Société Générale-CIB 
acted as debt arranger, debt underwriter, facility agent and 
security trustee in the transaction.

The Hanoi-based carrier has also financed two of its 
A350 deliveries in the Jolco market, while the remaining 
12 are under leases.

The state protégé needs to make order decisions soon 
if it wants to stay relevant in Vietnam’s evermore crowded 
skies and not end up with a fleet size a mere fraction of 
VietJet’s.

Vietnam Airlines could very well decide to keep its 
domestic and regional fleet at current levels (with VietJet 
and others picking up the surplus demand) in favour 
of more long-haul operations. With incomes rising and 
the US Federal Aviation Administration giving Vietnam 
a Category 1 rating at last, there are plenty of long-haul 
opportunities, especially with flights catering toward the 
large Vietnamese diaspora on the US west coast.

Earlier in 2019 Vietnam Airlines said that its current 
A350-900s and 787-9s did not have the legs to go 
nonstop to the US without payload restrictions, which 
makes the A350-900ULR and 777X programme the 
frontrunners ahead of an expected widebody order  
this year.

Bamboo Airways
Bamboo Airways will become Vietnam’s third-largest 
carrier within the first five years of operations if its 
ambitious business plan is successful. 

Before receiving Air Operator’s Certificate (AOC) 
approval, Bamboo had signed to buy 24 A321neos. Airbus 
executive vice-president, Jean-François Laval, said at the 
time that Airbus would help expedite the airline’s licence 
application processes and prioritise A321neo delivery slots 
in 2022-25. 

It does not stop there. As Airfinance Journal went to 
press, Bamboo chairman, Trinh Van Quyet, had confirmed 
that the A321neo order would be increased to 50 units. 

Bamboo got its AOC approved in early January and 
launched domestic service on eight routes with five leased 
aircraft, comprising four A320s and an A319.

CDB Aviation has signed a lease agreement with 
Bamboo for three new A320neos from “the second half 
of 2019”. The CDB aviation deal is the first aircraft leased 
by the carrier and the lessor’s first lease to an airline in 
Vietnam.

Perhaps more interestingly, Bamboo plans to launch 
widebody flights to the US late this year or in early 2020. 
In late February, it confirmed an order for 10 787-9s. This 
came after a 2018 memorandum of understanding (MoU) 
for 20 aircraft of the type.

Bamboo will be a hybrid carrier offering a mix of 
premium and budget fares on the same flight. It has 
announced plans to serve Asia and also long-haul routes 
to Europe and North America.

The biggest challenge to aviation development in 
Vietnam is infrastructure bottlenecks. The airports in 
Hanoi and Ho Chi Minh City are filling up quickly with slots 
and ramp space at a premium. Addressing the growing 
congestion, Bamboo said it would fly passengers directly 
to Quy Nhon, Quang Ninh, Haiphong, Thanh Hoa, Phu 
Quoc and Nha Trang, destinations where parent FLC 
Group operates hotels and resorts.
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Jetstar Pacific
Founded as Pacific Airlines in 1990, Jetstar Pacific was the 
first LCC in Vietnam. In 2007, Qantas took a 30% stake and 
flag carrier Vietnam Airlines purchased the remainder in 
2012. 

Jetstar Pacific’s fleet consists of 15 A320s. The budget 
carrier has not announced any fleet additions, and it is 
unlikely it will attempt to compete with the aggressive 
expansion of VietJet and Bamboo.

AirAsia Vietnam

LCC conglomerate AirAsia Group is planning to enter the 
market through a joint venture with Hai Au Aviation, a 
subsidiary of tour operator Thien Minh Group, to establish 
AirAsia Vietnam. The latest deal between the parties was 
struck in December 2018 and calls for the establishment 
of the new airline in the second half of 2019. AirAsia Group 
will hold a 30% stake in the joint venture (the maximum 
allowed under Vietnamese investment laws for a foreign 
entity).

If materialised, it is expected that AirAsia Vietnam will 
tap the group’s impressive orderbook counting more than 
400 A320-family aircraft and up to 100 A330-900neos.

Infrastructure requirements
The growth of Vietnam’s airlines hinges on the country’s 
ability to provide sufficient infrastructure.

Vietnam’s Ministry of Transport has announced plans to 
spend $3.7 billion by 2020 and $15.4 billion by 2030 to 
develop 20 airports with a design capacity of 144 million 
passengers and 2.5 million tonnes of cargo a year by 
2020. By 2030, plans call for 28 airports with a design 
capacity of 308 million passengers and 7.5 million tonnes 
of cargo a year.

“It is encouraging to hear of the government’s plans 
to expand their airport infrastructure to eventually 28 
airports with a handling capacity of over 300 million 
passengers and 7.5 million tonnes of cargo by 2030. The 
timely implementation of the airport masterplan is critical 
to ensure that the right infrastructure and capacity is 
available to support the expected growth. Already, the 
key gateways at Hanoi, Ho Chi Minh City and Da Nang are 
congested,” says Iata’s Clifford.

Airports Corporation of Vietnam (ACV) data shows that 
key airport development projects include upgrading and 
expanding Hanoi’s Noi Bai airport (about $500 million) 
and Ho Chi Minh City’s Tan Son Nhat airport (about $550 
million). New airports are being built in Phan Thiet and 
Sapa, while Hai Phong, Hue and Quang Ngai are receiving 
new terminals.

The one project to trump them all is the under-
construction new hub airport for Ho Chi Minh City – Long 
Thanh. ACV says investments of $4 billion were made in 
2018 alone to build Long Thanh.

The new airport is expected to open in 2025 with one 
runway and a terminal capable of handling 25 million 
passengers and 1.2 million tonnes of cargo a year. In 
Phase 2, from 2035, the facility hopes to increase capacity 
to 50 million passengers and 1.5 million tonnes of cargo a 
year with two runways, followed by 100 million passengers 
and five million tonnes of cargo on five runways from 
2050.

Long Thanh carries a price tag of $15.6 billion. Once 
operational, it hopes to compete with the traditional Asian 
transfer hubs in Singapore, Hong Kong and Bangkok.

No matter the angle, it is clear that Vietnam’s aviation 
industry is gearing up for massive expansion. Aircraft 
manufacturers, leasing firms, lenders, arrangers and law 
firms should take note. 
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New order for ULCCs 
in Canada
The Canadian ultra-low-cost carrier market has attracted new operators aiming at 
providing disruption in an already challenging industry.

Like Argentina and Chile, which saw a new wave of 
low-cost carriers (LCCs) last year, Canada does not 

have that much of a population density. Furthermore, the 
new ultra-low-cost carriers (ULCCs) look at challenging the 
incumbent airlines: Air Canada and WestJet. 

The Canadian ULCC market is still relatively untapped. 
But so was the low-cost market in the early 2000s in 
Canada when Jetsgo and CanJet provided competition for 
Air Canada.

Jetsgo, whose slogan was “pay a little, fly a lot”, ceased 
operations in 2005. Established through the merger with 
Canada 3000, CanJet was rebranded as a LCC between 
2002 and 2006 before operating charter flights. It 
eventually discontinued operations in 2015.

Zoom Airlines, although concentrating on low-fare 
transatlantic services, stopped operations in 2008 after 
six years of service, while Air Canada’s discount airline, 
Zip, ceased flying in 2004 after two years of operations, 
returning its aircraft to the mainline operations.

The start of the Iraq War in 2003, the steep rise in oil 
prices, the Sars epidemic and the poor investment climate 
for airline projects all contributed to add pressures on the 
start-ups in the early 2000s. 

The ULCC arrival will probably spark a price war. But can 
the likes of Canada Jetlines and Swoop succeed where 
Zoom Airlines, Zip, CanJet and Jetsgo have failed?

Jetlines’ strategy is to target primarily unserved or 
underserviced catchment areas and secondary airports, 
flying point-to-point routes.  

Swoop is designed to be “incremental” to the WestJet 
network rather than cannibalising it. The carrier, which was 
described by Ed Sims, the WestJet chief executive officer 
(CEO), as a “competitive weapon”, is said to have a cost 
base 40% below the mainline carrier.

Canada Jetlines
Canada Jetlines has not had the best of starts. Although 
it has made public its plans since November 2013, the 
carrier missed the start of its operations in June last year 
because of a lack of aircraft.

Over the past 12 months, Jetlines has appointed two 
ULCC veterans, one of whom, Javier Suarez, became CEO 
in September 2018.

It plans to start operations later this year with two 
12-year-old Airbus A320s leased for six years from 
AerCap. The two committed A320s, which are expected 
in the first half of 2019, are sister aircraft, having virtually 

identical conformity in design, features and equipment, 
allowing Jetlines to expedite the necessary training and 
maintenance processes to commence operations.

According to its latest filing, the carrier has paid 
about $2.2 million in deposits for the aircraft. Its rental 
commitments are $5.1 million this year, and $5.9 million 
a year between 2020 and 2024. In 2025, its lease rental 
commitment is $1.2 million.

Jetlines initially looked at the Boeing 737-800 model 
to start operations and consequently signed a purchase 
agreement with Boeing for 21 737 Max aircraft in 
December 2014. The contract has now been terminated.

Jetlines issued late last year shares to fund its 
operations and secured $7.5 million additional funds 
from SmartLynx Airlines, the ACMI aircraft lease services 
provider in Europe for A320 models. SmartLynx also 
has the option exercisable for a period of 12 months to 

      Jetlines is committed to 
becoming Canada’s first true ultra-
low-cost carrier. It’s not fair for 
Canadians to have to consistently 
overpay for their air travel. 

Javier Suarez, CEO, Jetlines
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complete a second financing for variable voting shares for 
additional gross proceeds of up to $7.5 million.

Jetlines recently entered into a letter of intent for a 
financing of up to $14 million with a Korean special purpose 
fund led and established by InHarv Partners. The offering 
consists of convertible debentures and 1,785.71 variable 
voting share purchase warrants for every $1,000 of principal 
of the debentures for gross proceeds of an initial tranche 
of $7 million. The SPV has the option to increase the total 
gross proceeds to up to $14 million. The offering carries a 
10% interest rate and has a 36 month’s tenor.

The timing of the launch of airline operations remains 
subject to the completion of its air operator certificate from 
Transport Canada. Jetlines now targets 17 December 2019 
for launch of operations.

The carrier has recently unveiled Vancouver airport as 
its main base but has also announced plans from Montréal 
Saint-Hubert Longueuil airport to several destinations in 
Canada, including Québec City, as well as US destinations 
to Florida and New York.

Saint-Hubert is being expanded as part of a plan to 
position itself as a low-cost airport serving the Montérégie 
region of Québec and Montréal. The airport recently 
upgraded its runway, a project that received support from 
the federal government, which injected $13 million, while a 
new passenger terminal is planned.

“Our low fares should encourage people from Montréal 
and the surrounding areas to travel more often. Driven by 
these low fares, Montréal should experience an increase 
in the number of tourists and visitors it receives,” says 
Suarez. 

“Jetlines is committed to becoming Canada’s first true 
ultra-low-cost carrier. It’s not fair for Canadians to have to 
consistently overpay for their air travel, whether be it to 
travel for leisure, or to visit their friends and family. Jetlines 

is here to put an end to this,” says Mark Morabito, the 
carrier’s executive chairman. 

Jetlines says it will use the proven commercial aviation 
ULCC profitability model in the USA (Allegiant Air and 
Spirit Airlines), Europe (Ryanair) to stimulate demand in 
Canada. The company is targeting a 40% reduction in 
costs below their nearest competitor, thereby creating new 
passenger demand by market stimulation. 

Swoop
WestJet’s Swoop started operations on 20 June 2018 with 
a pair of 737-800s configured with 189 seats in a single-
class configuration.

WestJet placed Swoop’s headquarters in Calgary to 
enable the new airline to share infrastructure and services 
with the parent company. 

Bob Cummings, WestJet executive vice-president, 
strategy, said the name demonstrates how the carrier 
plans to “swoop in to the Canadian market with a new 

Swooping into the Canadian market

Swoop’s initial network 2018, with Halifax, Abbotsford, Winnipeg, Hamilton and Edmonton destinations 

Abbotsford

Edmonton

Winnipeg

Hamilton

Halifax
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business model that will provide lower fares and greater 
opportunity for more Canadians to travel”. About 60% of 
Swoop passengers are expected to be for leisure, 30% to 
visit family and friends and 10% for business.         

The ULCC subsidiary of WestJet initially launched 
operations on domestic sectors connecting Abbotsford, 
Halifax, Hamilton, Edmonton and Winnipeg, taking over 
these routes from its parent company. 

WestJet says it intends growing Swoop’s network in a 
way that would not cannibalise the parent’s operations. 

Initially, Swoop deployed two 737-800s. A third unit was 
added last July and another in August. By the end of 2018, 
Swoop operated six aircraft. The initial target is to operate 
a fleet of 10 aircraft by November. 

All 737-800s will be transferred to Swoop from WestJet 
– they were identified as excess capacity for the mainline 
carrier. 

The new carrier launched international services in 
December. “We will look to continue to grow the Swoop 
network and we plan to launch exciting destinations in 
the transborder and international markets later this year,” 
WestJet CEO Sims said at the time. 

It has since expanded into the Mexican market but 
the carrier has also added five new domestic markets, 
two new transborder markets and an extension of two 
international routes.

“The summer 2019 schedule focuses on realising 
economies of scale,” says Swoop’s president, Steven 
Greenway. “We have created a schedule that leverages 
our existing network while expanding to a limited number 
of strategic destinations.”

The carrier plans to reach C$6 cents ($4.6 cents) per 
cost per available seat-mile (CASK) this year. WestJet’s 
CASK in the third quarter of last year was C$10 cents.

WestJet’s group of airlines plans between 6.5% 
and 8.5% capacity growth in 2019, with only 1% to 3% 
domestically.

Flair Airlines
On the day that Swoop took to the skies (20 June 2018) 
Flair Airlines said it welcomed competition from other 
airlines in Canada. “The carrier aims to fill a void left by 
Air Canada and WestJet,” commented David Tait, Flair’s 
executive chairman at the time. 

“What this country has needed in this area is 
competition for years,” adding: “It’s a question of keep 
being a thorn in the side of your competition and 
leveraging that smallness, so we’re very excited about 
what we can do in this country, and flying south of the 
border as well.”

Flair Airlines has been around since 2005, mainly as a 
charter carrier. 

After its rebranding and change of business model 
to an ULCC in late 2017, Flair appointed Jim Scott, the 
former Jetlines chief executive officer, as CEO in January 
2018. He was joined by Jerry Presley, the company’s new 
executive board chairman, who represents a private group 
of investors which holds a majority stake in the carrier, 
after Flair’s former president, Jim Rogers, sold his shares. 
The change of ownership was announced six months 
after the purchase of the assets of NewLeaf Travel, the 

ticket reseller of flights operated by Flair, in June 2017.  
As part of the changes, Kelowna-based Flair announced 
Edmonton airport as the discount flyer’s new main transfer 
hub, saying it settled on Edmonton because of the airline’s 
popularity in the city and the growth potential it sees at the 
airport.

But Flair also deviated from its strategy by starting 
services from major airports, rather than staying put with 
secondary airports. In December 2017, it added Toronto 
Pearson and Vancouver to its list of destinations. The 
carrier is seen as tapping into a larger crowd at those 
cities, especially in the off-peak season. This will also 
translate into higher landing fees.

One area where Flair may have an advantage is fleet 
costs. The carrier purchased two 737-400 aircraft in 
autumn 2017 and now operates seven aircraft of the type 
equipped with 156 seats. 

It upgraded to the larger 737-800 model for the 2018/19 
winter season and operates three aircraft of the type 
under lease agreements.

In 2019, Flair expects to add four more Boeing aircraft 
to accommodate the nearly 1.5 million ULCC passengers it 
forecasts this year.

Race to the South
The Canadian ULCCs will try to stimulate demand among 
people who do not fly regularly but it seems inevitable that 
they will rapidly pursue the hefty cross-border markets, 
especially to sunny destinations in the USA and Mexico.

Swoop became the first Canadian ULCC to announce 
flights to the USA, in August 2018. The carrier initially 
served US destinations connecting Hamilton to Phoenix-
Mesa, Fort Lauderdale, Orlando and Tampa.

It also consolidated its position in the US market with 
services from Edmonton, Alberta; Hamilton, Ontario; and 
Abbotsford, British Columbia. 

Interestingly, WestJet has terminated a nonstop service 
between Edmonton and Las Vegas, opting to offer flights 
via Vancouver, Calgary or Winnipeg instead.

Flair Airlines also announced services to the USA in the 
final quarter of last year with three scheduled destinations 
this winter: Las Vegas, Mesa and Orlando.

Swoop then became the first ULCC to open the Mexican 
market. Last October it announced service into Mexico 
with the addition of four new routes serving the cities of 
Cancún, Mazatlán and Puerto Vallarta from its Abbotsford 
and Hamilton bases starting in January. 

“Mexico continues to flourish as one of the most popular 
vacation destinations for Canadians,” says Greenway. 
“Combining Swoop’s ultra-low fare with the favourable 
exchange between the dollar and peso makes the value 
proposition of exploring Mexico enticing for families and 
budget travellers alike,” he adds.

FlyToo
FlyToo is a temporary placeholder name by parent company 
Enerjet, a Calgary-based charter airline. Tim Morgan, one 
of WestJet’s founders, has been working to turn Enerjet 
into an ULCC for a number of years. It has run into trouble 
raising sufficient funds to get off the ground. Darcy Morgan, 
the chief commercial officer and brother of Tim, says that 
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Enerjet tried on three different occasions to raise funds. 
“We were always able to raise some money,” he adds, “but 
not enough to de-risk the project.”

The shift in foreign ownership rules for new airline 
entrants in 2017 helped the search for cash, and Tim 
Morgan says there is smart money behind his proposed 
ULCC.

However, while Enerjet got a green light to bring in more 
foreign money, there are other regulatory considerations 
the Canadian Transport Agency is weighing — whether 
the foreign investment leaves Enerjet under what is called 
Canadian “control in fact”. The issue is whether, with the 
foreign money in place, FlyToo’s day-to-day operations 
and strategy will still be controlled by Canadians.

Enerjet stopped operating its charter business in 
anticipation of launching its ULCC model, hence the 
anxiety to get off the ground. But, in late December, 
an investor group led by Tim Morgan, announced the 
launch of ULCC service this year. Backed by significant 
financial commitments from a consortium of Canadian 
investors and Indigo Partners, a leading private equity 
firm specialising in the aviation industry, Enerjet is to be 
rebranded.

“We believe there are millions of Canadians who would 
jump at the chance to have a simple, safe and affordable 
alternative to the sky-high costs of air travel,” says Morgan. 
“We are extremely pleased to have the backing of leading 
Canadian investors and our partners at Indigo. Together, 
this group has the financial capacity, experience, and 

operating expertise to transform Enerjet into a world-class, 
ultra-low-cost airline that will bring increased choice and 
competition to the Canadian market.”

The move marks the penetration into the Canadian 
market by Indigo Partners, which has several investments 
in South America and Europe. 

“We believe we can significantly increase the size and 
competitiveness of Canada’s domestic and transborder 
aviation market by offering an ultra-low-cost alternative 
to the high cost of air travel,” says Bill Franke, Indigo’s 
managing partner. 

Incumbent response
The new entrants believe there is a space for the ULCC 
model in Canada but WestJet and Air Canada have the 
financial muscle to subsidise their low-cost arms.  

They also plan to go after a small piece of the market for 
Air Canada and WestJet leisure travellers.

WestJet’s response to the ULCC threat in Canada is 
Swoop. Air Canada launched leisure low-cost division 
Rouge in 2013. 

Air Canada says Rouge pursues a long-term cost 
structure consistent with that of its leisure market 
competitors, effectively lowering costs per available 
seat-mile (CASM) on leisure routes through increased seat 
density, lower wage rates, more efficient work standards 
and reduced overhead costs. This is yielding enhanced 
margins and providing new opportunities for profitable 
growth in international leisure markets.

The Air Canada Rouge fleet is estimated to generate 
25% lower CASM compared with the same aircraft in the 
mainline fleet. 

Air Canada continues to upgauge the size of its 
Rouge fleet. It has added four aircraft in the first half of 
this year to reach 53 units. It may have 56 aircraft – 31 
narrowbodies and 25 767s – by the end of next year.

The battle for the Canadian skies is underway and 
the success of the ULCCs will heavily depend on how 
attractive they are for the new travellers. To survive, 
support from their investors will be key.

ULCCs may stimulate markets but there may be not be 
space for four airlines. Regardless, this is an exciting time 
for Canadian travellers. 

      We believe there are millions of 
Canadians who would jump at the 
chance to have a simple, safe and 
affordable alternative to the sky-
high costs of air travel. 

Tim Morgan, founder, WestJet
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In recent years, the aviation industry has used data to 
improve the customer experience, impacting on highly 

visible processes such as loyalty programmes, targeted 
booking systems, automated check-ins and apps. These 
changes are all highly visible but back-office functions and 
strategic decision making offer the next round of innovation.

While customers may have benefited, airlines and 
lessors are increasingly asking themselves whether they 
are making the best use of data for their own decision 
making, profitability and cost control.  

Kieran O’Brien says that there are continuing challenges 
with siloed data-sets, changing business plans and legacy 
technology. These factors have inhibited organisations in 
utilising data to drive performance and data-driven insights. 
Furthermore, the capital-intensive nature of the industry can 
swiftly punish poor decision making as shown by recent 
airline failures in both Europe and the United States. 

How are management teams looking to take control of 
their data?
Airlines and lessors are increasingly focused on 
integrating their data-sets across finance teams, 
maintenance teams, contracts management teams and 
HR. While the use of data warehouses and data lakes has 

increased, the key challenge is ensuring that you have 
the tools to provide the right insights and the ability to run 
scenarios and deep dive on questions.

In the leasing industry, competition is forcing lessors 
to be both innovative and strategic with how they 
structure their contracts, account for credit risk, manage 
their maintenance programmes and make key trading 
decisions.  While companies are getting to grips with data 
quality and integrity, there is still a distance to travel to 
utilise that data effectively for the C-suite.  

We have seen other industries utilise Enterprise 
Performance Management (EPM), not just to provide 
access to data but to provide real insight and the ability 
to run scenarios and push driver-based planning into the 
hands of the C-Suite. This must be the next step for the 
aviation industry to utilise fully the power of data. 

We examine below some of the trends shaping the 
aviation industry.

Digitalisation 
The aviation industry is making rapid strides with the 
digitalisation of its data. Maintenance records, contract 
management and asset specifications are at the forefront 
of this revolution:

Data-driven insights
The aviation industry has embraced opportunities with technology 
and data to drive customer-focused innovation over the past decade. 
The next phase of this trend is delivering genuine data-driven insights 
in finance and operational functions, according to Kieran O’Brien and 
Brendan Crowley of KPMG in Ireland.
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•	 in the medium term, our clients are looking towards 
Optical Character Recognition (OCR) to digitalise 
automatically their paperwork and turn this into a data-set 
that can be analysed. Brendan Crowley says that this 
technology already exists for established contracts with 
structured data. The next challenge is harnessing artificial 
intelligence (AI) to interpret bespoke amendments. 
KPMG has partnered with IBM and is leveraging its 
Watson technology with clients and applying lessons 
from other industries to analyse lease contracts;

•	 longer term, the aviation industry will change its 
processes to remove fully the need for paperwork. 
Smart contracts will be immediately interpreted and 
field agents will rely on digital signatures; and

•	 a new wave of start-ups are already pre-empting 
the advent of full digitalisation and are encouraging 
all market participants to share their data for mutual 
benefit.

Operational efficiency 
O’Brien says that digitalisation is transforming operational 
efficiency from an art into a science:

•	 airlines are using AI to produce analysis on fuel 
efficiency and cost savings, breaking down digital 
boundaries between data-sets to identify correlations 
that may otherwise be hidden;

•	 more traditional activity-based costing initiatives and 
benchmarking continues to make strides by having 
access to more relevant data. Executives should never 
underestimate the power of harnessing comprehensive 
data-sets and applying established techniques by using 
new technology; and

•	 we have already started to see this trend in fuel saving 
through predictive analytics for airlines and lessors 
using robotics to drive operational efficiencies and 
integrate legacy systems.     
 

Real-time reporting 
Airline customers have seen huge benefits from 
getting access to real-time information. Delta Air Lines 
is continuing to position itself as an industry leader 
with innovative online baggage-tracking software for 
customers. Aircraft tracking and customer relationship 
software are now the norm in the industry. However, back-
office functions across many industries, including aviation, 
have still to realise the benefits from these innovations: 

•	 the aviation industry has been hit with a number of 
airline collapses in 2019 that have raised questions 
about the effectiveness of financial planning and 
analysis functions. The speed of such collapses clearly 
surprised many of the executives in these companies, 
with mixed messages contributing to a sense of a 
company not in control of its data or business plan;

•	 aviation companies are proficient at evaluating 
individual opportunities but fail to monitor how such 

opportunities evolve over time, in favour of macro-
level performance indicators. Real-time reporting will 
allow executives to monitor their performance and take 
corrective action before it is too late; and  

•	 real-time reporting can also help executives understand 
the limitations in their current approach when they 
compare the realisation of their forecasts with their 
predictions. “What-if analysis” can account for factors 
outside of their control and can help to remove “market 
forces” and “fuel prices” being used as reasons to avoid 
engagement in real assessments.

Enterprise Performance Management (EPM) systems
The opening up of data-sets to management encourages 
them to frame their own questions and discover their own 
answers:

•	 EPM systems encourage collaboration among teams, 
and put structure on processes and procedures. 
In addition, “drag-and-drop reporting” provides an 
invaluable resource to management by allowing them 
create their own bespoke reports instead of relying on 
their IT teams;

•	 the key to unlocking real insights is choosing tools 
with a full range of capabilities, including workflow, 
visualisation, automated controls, etc;  

•	 drill-down reporting, automated alerts and access to 
transactional level detail democratises data and means 
that underlying trends and patterns can be identified 
and challenged; and

•	 KPMG’s Powered Enterprise solution provides an 
effective framework and technology platform for 
organisations looking to bring their finance functions 
into the 21st century.

Blockchain 
International Air Transport Association published a 
whitepaper in October 2018 called BlockChain in Aviation, 
identifying five applications for the aviation industry as 
follows:

•	 Smart Contracts: the codification of terms and 
conditions and neutral confirmation sources can 
revolutionise a typical “procure to pay” service delivery 
mechanism;

•	 Certification: certification of maintenance events 
and individuals can be streamlined and monitored in 
realtime; 

•	 Tokenisation: digital assets and liabilities can contribute 
to automated reporting and accounting;

•	 Provenance: asset and status tracking can be facilitated 
via Blockchain and can create an immutable history; 
and

•	 Digital Identity: identity management solutions and 
authentication software are facilitated by Blockchain 
technology.
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We are already seeing clients dipping their toe into 
Blockchain solutions, such as Singapore Airlines’ 
frequent-flyer programme. O’Brien notes that while there 
continue to be some scepticism in the industry about 
the applications of Blockchain, we continue to see the 
development of the technology and the emergence of 
specific Blockchain companies focused on aviation. To 
benefit truly from this technology quickly, we will need 
consensus within the industry regarding data standards 
and consistency. Blockchain is encouraging executives to 
think big and that can only be a good thing. If a different 
technology can better solve the problem then this should 
be embraced.

Rules-based decision making and exception reporting 
As airlines, lessors and service providers grow in scale 
and the data available to inform their decisions becomes 
increasingly vast, executives are challenged with 
focusing their attentions on where it is most important:

•	 exception reporting allows management to set 
thresholds, limits, watch-items and receive automated 
alerts when these are breached. Has an aircraft 
held its value to the point that it no longer becomes 
economically viable for a lessor to continue to lease 
it? An effective decision-making engine will prompt 
management to consider a trading decision before a 
more arbitrary annual review comes up;

•	 rules-based engines are an incredibly effective means 
of tapping into a company’s intellective property and 
knowledge base. It encourages leaders to evaluate 
how they make decisions and document their thought 
process for the benefit of other future executives and 
the company good; and

•	 trading decisions require detailed analysis for both 
airlines and lessors. Airlines need to evaluate new 
technology and the benefit that it brings.

Cloud-based applications 
Having distributed models, decision-support tools 
and certification and procedural software streamlines 
administration activities for field users. It also provides 
real-time data to management in head office and avoids 
needless paperwork.

Automated data sharing 
The aviation industry is a unique ecosystem of 
participants encompassing airports, regulators, airlines, 
manufacturers, lessors, maintenance, repair and overhaul 
companies and numerous service providers.

Crowley argues that cost efficiency, safety and 
regulatory requirements are accelerating the trend 
towards sharing of digital records and that once this 
trend is established, participants will be encouraged to 
conform, as with the upcoming GATS initiative, which 
KPMG has had the privilege of supporting on a number 
of fronts.

However, there are challenges with the vision of a fully 
integrated ecosystem:

•	 participants worry about the obligations imposed on 
them with having access to too much information. Could 
a third party have been more alert to warning-signs and 
come forward to regulators with concerns?  

•	 is there an obligation on participants to analyse the data 
if it is available?

•	 in Europe, there are General Data Protection Regulation 
(GDPR) considerations around customer data and cross-
border data sharing challenges; and

•	 Crowley identifies disparate technology solutions as 
one of the key roadblocks to achieving this vision. He 
believes that industry bodies have a key role to play in 
defining the standards expected and encourage a shift 
towards interoperability.  

How do you know if you are on the right track?
KPMG’s Connected Enterprise research with Forrester 
identified eight capabilities that will improve organisational 
alignment and drive growth. The Connected Enterprise 
methodology, or a similar approach, allows organisations 
to assess their organisational and operational alignment in 
a clear and structured manner.  

O’Brien notes that investing in the right areas is critical, 
and honest structured self-assessments allow investment 
to be made where it has the most impact; from product 
and pricing and supply chain to technology architecture 
and advanced data and analytics.  

Once companies have completed an assessment of 
their operational alignment, effective change management 
programmes can be implemented. 

Crowley notes that over the past decade many 
executives have chosen the right technology but adopted 
the wrong implementation model, frustrating their vision. 
For this reason, KPMG’s Powered Enterprise suite of EPM 
transformational solutions combines technology with the 
processes, governance and best-in-class procedures to 
make the implementation a success. Companies should 
be honest with themselves regarding where their project 
management strengths lie.  

What are the obstacles to achieving your aims?
Our experience has identified three key obstacles that 
impede the C-Suite’s ability to achieve their vision. 

1. Thinking big, planning small:

•	 aviation companies are alive to the possibilities of the 
data they hold. Increasingly, chief information officers 
have a vision of what is possible if data is integrated 
and analysed to support real-time decision making;

•	 however, strategic visions require strategic planning 
and an acknowledgement that developing a best-in-
class solution will take time, effective design and hands-
on involvement of management; and
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•	 statements such as “we don’t want to change our 
processes, we just want to change the technology” 
often end up understating the degree of complexity in a 
process and sets the technology solution up for failure. 
Managers need to recognise that change will take 
time and technology solutions require cross functional 
steering groups, careful business requirements and 
a realistic timeline. Otherwise, initiatives are doomed 
to failure or being relegated to proof of concepts that 
cannot meet management’s expectations.

2. Inflexible solution:

•	 technology solutions often fail as soon as they are 
implemented because users need to deal with a 
bespoke situation. Airlines and lessors need to be 
honest with themselves about how codified their 
existing models really are;

•	 existing processes and models are not always as 
structured as many companies believe. Developing 
a strategic solution is never as simple as “I just want 
to convert my current Excel Model to the cloud”. In 
most cases, a single Excel Model does not exist. Your 
process is ever changing and dependent on subject 
matter experts; and 

•	 your solutions need to allow room for expansion, 
overrides and management judgments. An inflexible 
rules-based solution can quickly become unworkable 
and users will be forced back into their old bad habits 
and processes.

3. The wrong technology:

•	 companies offer off-the-shelf solutions for contract 
management, technical management and financial 
management that will allow aviation companies put 
in place a solid technology foundation. These are 
important building blocks;

•	 airlines and lessors need to give careful attention to the 
technology they choose, how their disparate software 
can work together and what bespoke technology they 
need to meet their strategic vision; and 

•	 success factors should be reviewed including:
– in-house support;
– interoperability, including online access;
– scalability;
– visualisation software;
– processing power; and
– licencing.

Why should you change?

•	 investors and management are increasingly demanding 
real-time access to information. The competitive 
environment for lessors and airlines is intense, meaning 
pricing, trading and investment decisions are often 

made with increasingly fine margins. Having the most 
accurate information available is critical. Negotiations 
often involve time-sensitive “what-if analysis” to 
evaluate whether concessions or opportunities make 
economic sense;

•	 industry trends including the introduction of GATS and 
regulatory demands means digitalisation of records and 
automated data-flows are no longer nice to have but 
are essential to companies which want to participate in 
global markets;

•	 a scalable business platform requires that executives 
have the tools and technology to support their growth 
plans. In particular, lessors which previously relied on 
Excel to manage their fleet are increasingly asking 
themselves whether automating their models can allow 
them to focus on strategic decision making;

•	 GDPR requirements means that aviation companies 
are increasingly focused on the data they hold, and its 
power; and

•	 employee satisfaction requires that staff focus on tasks 
that interest them. Opening up your organisation and 
embracing the opportunities afforded by digital insights 
can energise staff, democratise decision making and 
generate new and innovative ideas.

What should you do now?
O’Brien defines a number of activities that all executives 
and chief information officers should be actively pursuing 
to ensure they take advantage of digital and technology 
change:

•	 define a vision of your digital landscape: it can be 
difficult to look beyond your short-term challenges 
and systems. Consider what the future might look like 
and what your company’s intellectual property and 
differentiators will be as your industry matures. Think 
big;

•	 catalogue your current models and systems: how can 
you make your current models more efficient, more 
accurate and timelier? Identify recurring tasks that 
may benefit from automation and ask yourself how 
processes are adding value;

•	 engage with industry bodies and participate in 
discussion: listening to other market participants can 
help shape your view of where change is needed;

•	 survey your customers and employees: what excites or 
antagonises your customers and employees?  

•	 look to other industries to see what can be learned: an 
over-focus on your own industry can limit your vision of 
what is possible. Embrace an innovative mind-set and 
consider how unrelated solutions have transformed 
experiences for people in other industries and even 
your pastimes and interests; and

•	 don’t be afraid to ask for help. 
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After the closure of Kingfisher Airlines in 2012/13 and the 
near collapse of SpiceJet in 2015, April 2019 witnessed 

India’s first full-service private airline – Jet Airways – being 
grounded, operations shut and the carrier facing insolvency 
proceedings. Jet was established more than 25 years ago 
and was considered by many as India’s premier airline with 
a fleet of about 120 aircraft consisting of Boeing, Airbus 
and ATR models, both narrow- and widebody, and servicing 
domestic and international sectors. 

Several aircraft on operating leases have been either 
repossessed by lessors or have been re-leased to other 
Indian operators. At the time of publishing this article, the 
Resolution Professional appointed under the provisions 
of the (Indian) Insolvency and Bankruptcy Code (IBC) was 
looking into prospects of resurrecting the airline. It will 
be interesting to see whether Jet Airways (as reported in 
January 2019 and the figures being as on September 2018) 
with accumulated loss of Rs130 billion ($1.8 billion) and a net 
debt of Rs80 billion ($1.1 billion) is able to attract investors 
and fly again or will go down the insolvency route. 

The closure of the Jet Airways operations has allowed 
other private airlines, such as Indigo, SpiceJet, Vistara 
and GoAir, and the government-owned Air India, to take 
over (at least temporarily) the slots made available by Jet. 
Although SpiceJet is the only airline flying the Boeing 
737 aircraft (and which has acquired many 737s from the 
existing lessors of Jet Airways), airlines flying the Airbus 
A320, such as Vistara, have also opted to take on lease 
the 737s from Jet Airways’ existing lessors.

Indigo, which has always been proud of operating brand 
new aircraft, has raced to a total of about 240 aircraft; 
SpiceJet, from a near collapse in March 2015 when it was 
left with barely 16 737s, is now flying a mix of 737s and 
Bombardiers, with a fleet of about 110 aircraft (and 200 on 
order); and GoAir has a fleet of 50 A320s (and about 100 
on order).

With the closure of Jet Airways (which at its peak had 
a market share of more than 40%), Indigo leads the way 
with a market share of 48%, operating about 1,400 flights a 
day, followed by SpiceJet at just over 15% and about 535 
flights a day and GoAir touching 10% market share and 
300 flights a day. 

Low-cost carriers have been consolidated as the major 
market players in the Indian domestic sector. Many private 
airlines have already started international operations to 
the neighbouring countries and are looking at acquiring 
widebody aircraft to fly longer routes and take over 
the slots made available by the closure of Jet Airways’ 
international operations.

After an unsuccessful attempt in 2017 by the Indian 
government to sell a 76% equity in Air India, which is 
reported to be reeling under a debt of Rs310 billion after 
the government took more than Rs290 billion debt off its 
books, the Indian government is again attempting to sell 
it’s 100% stake in the carrier. 

This comes in the wake of Jet Airways, through the 
process under the IBC, looking for a strategic foreign 
investor. Interestingly, Air India and Jet Airways are the 
only two Indian airlines which cater to the long-haul 
international routes and which are being operated by Air 
India alone.

Challenging times in 
Indian aviation 
The Indian aviation industry has continuously witnessed turbulent weather, 
despite registering a 15% annual growth, on a conservative estimate, for the past 
several years.

Nimish Vakil Sneha Gaikwad

Jet Airways was grounded in April 2019
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Various new enactments by way of circulars or 
notifications from the Indian Director General of Civil 
Aviation (DGCA) and the tax department have been put 
to the test. The process of deregistration, which was 
considered by the courts in the SpiceJet litigation in 
2015 and enacted in statute and further improved on 
by DGCA notifications/circulars in 2019 paving the way 
for deregistration in a maximum period of five working 
days of an application being received by the DGCA, was 
successfully achieved. Other issues such as payment 
of outstanding Goods and Services Tax (GST), which is 
payable by the Indian operator but made payable by the 
lessor to obtain the GST clearances, is posing a challenge. 
The new law relating to insolvency, the Insolvency and 
Bankruptcy Code, 2016, is for the first time being tested in 
relation to an airline company. 

It would not be inappropriate for the government to 
step in and give the necessary impetus to an industry 
with an annual growth rate of 15%. Measures that can be 
initiated include enacting the provisions of the Cape Town 
Convention (which India ratified in 2008) into a statute 

thereby paving the way of concessions on lease rentals. 
Present statutes need to be amended, doing away with 
the old provisions and bringing clarity and transparency to 
the procedures. 

Tax on air turbine fuel (which is one of the highest in the 
world) needs to be cut to make it profitable for airlines, 
as 40% to 45% of the operational costs of a carrier is on 
fuel. Although some airports have been privatised, many 
more need to go private and new airports need to be 
constructed to increase connectivity. Incentives need to 
be given to private investors for bettering infrastructural 
facilities. 

 In the coming months Indian carriers are going to 
encounter challenging times keeping up with the ever-
persistent price war, increasing passenger demand and 
the slow progress by the government. 

India still remains an attractive market with about seven 
scheduled airlines, around 100 non-scheduled carriers and 
a large number of private operators accounting for more 
than 1,000 aircraft in what is one of Asia’s largest aviation 
markets. 
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It has been a busy year for the aviation industry in Ireland 
with new legislation impacting aircraft lessors, financiers, 

trustees and airlines operating in and through Ireland being 
implemented with which stakeholders across the industry 
should be aware. 

In this article, we provide a high level overview of some 
of these legislative changes, including the expansion of 
the scope of reporting obligations to the Central Bank 
of Ireland (Central Bank) under the Credit Reporting Act 
2013 (Credit Reporting Act) to include finance leasing, the 
publication of the European Union (Anti-Money Laundering: 
Beneficial Ownership of Trusts) Regulations 2019 (Beneficial 
Ownership of Trusts Regulations) and European Union 
(Anti-Money Laundering: Beneficial Ownership of Corporate 
Entities) Regulations 2019 (Beneficial Ownership of 
Corporate Entities Regulations) and the implementation of 
the Consumer Protection (Regulation of Credit Servicing 
Firms) Act 2018 (2018 Credit Servicing Act). 

Central Credit Register
After the 2008 financial crisis and subsequent bailout 
programme in Ireland, the European Commission, the 
European Central Bank and the International Monetary 
Fund emphasised the need for more clarity in the Irish 
banking market and, in particular, relating to the extent 
of credit advanced to Irish borrowers. In response to this 
desire for greater transparency, the Credit Reporting Act 
provided for the establishment of a Central Credit  
Register (CCR), which among other things, required any 
person providing loans, deferred payments or other 
financial accommodation in certain circumstances to Irish 
resident borrowers to report details of such credit to the 
Central Bank.

The Credit Reporting Act applies both to regulated 
and unregulated lenders. For the purposes of the Credit 
Reporting Act, a “credit information provider” (CIP), who, 
as the name suggests, may have an obligation to provide 
information to the Central Bank thereunder includes any 
person who provides credit. Under the Credit Reporting 
Act, a credit recipient is defined as the “credit information 
subject” (CIS).

In terms of the information to be submitted, CIPs are 
required to submit certain personal and contract data to the 
Central Bank. At a high level, the personal data required 
of credit recipients will include, among other things, name, 
nature of entity, sector, size, address and company number. 
The contract data to be submitted will differ depending on 
the type of credit agreement but would generally include 
the nature and term of the credit, currency, amount, rate of 
interest, date of drawdown, maturity date and repayment 
conditions.

The Credit Reporting Act also requires a CIP to, among 
other things, keep records and take reasonable steps 
to: verify the identity of CISs; verify the accuracy and 

completeness of information obtained from CISs; and 
ensure the accuracy of personal and credit information 
provided to the CCR.

The scope of the Credit Reporting Act was expanded in 
2019 by the Markets in Financial Instruments Act 2018 and, 
effective from 30 June 2019, finance lessors operating in 
Ireland may have new obligations in relation to the CCR as 
the definition of ‘credit’ under the Credit Reporting Act was 
expanded to capture, among other things, finance leasing. 

Details of finance leases governed by Irish law or entered 
into with Irish resident finance lessees may be within the 
scope of the Credit Reporting Act and be reportable to 
the Central Bank. For any lenders intending to lend to Irish 
resident borrowers or finance lessors intending to lease 
to Irish lessees, Irish legal advice should be sought as to 
the application of the Credit Reporting Act and whether 
documentation and procedures may need to be adopted to 
comply with this legislation. 

Credit servicing in Ireland 
On 21 January 2019, the 2018 Credit Servicing Act 
commenced. In recent times, a political issue surfaced in 
Ireland surrounding the sale of consumer and small and 
medium enterprise (SME) loan portfolios by a number of 
Irish regulated institutions. The loan portfolios were often 
acquired from such regulated institutions by unregulated 
special purpose vehicles (SPVs). The Irish government 
announced that it intended to introduce new laws “to 
ensure that borrowers whose loans are sold by a regulated 
entity to a currently unregulated entity maintain the same 
regulatory protections as they had prior to the sale”. 

The Consumer Protection (Regulation of Credit Servicing 
Firms) Act 2015 (2015 Credit Servicing Act) was introduced 
to fill the regulatory void under consumer and SME 
legislation where loans advanced by an Irish regulated 
lender to an Irish consumer or SME (considered for the 
purpose of the 2015 Credit Servicing Act as ‘Relevant 
Borrowers’) were sold to an unregulated entity. 

The 2015 Credit Servicing Act introduced a regulatory 
regime for a new type of entity called a ‘credit-servicing 
firm’. The 2015 Credit Servicing Act required that, in 
circumstances where, a loan to a Relevant Borrower was 
transferred to an unregulated entity, that unregulated entity 
was required to appoint a ‘credit-servicing firm’ approved 
and regulated by the Central Bank, to service that loan.

The scope of the 2015 Credit Servicing Act was 
expanded by the 2018 Credit Servicing Act, which now also 
requires the legal owners of in-scope credit agreements 
or any person who has material decision-making powers 
in relation to such credit agreements that are provided to 
Relevant Borrowers to be authorised by the Central Bank.  
This is to ensure that the holders of legal title to loans 
advanced to Relevant Borrowers are on the same statutory 
footing as credit servicing firms. 

Irish legal update 
Irish law firm Matheson discusses the new legislation covering aviation in Ireland.

Sponsored editorial:   MATHESON
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Matheson provides Irish legal and tax advice on leasing, commercial debt and 
export credit agency supported financings, as well as aircraft, aircraft engine and 
helicopter portfolio trading.  We advise on structured finance, ABS (asset-backed 
securitisation) and repackaging transactions relating to all such asset classes 
including the establishment of special purpose companies funded by public and 
private issuances, and can offer a range of services in connection with aviation 
related listings on the Irish Stock Exchange, the Vienna Stock Exchange and the 
Cayman Islands Stock Exchange.

We also have a strong aviation regulatory practice and regularly advise Irish 
airlines and leasing companies on airline licensing and registration issues with 
the Irish Aviation Authority and Commission for Aviation Regulation. 

Matheson. The law firm of choice for internationally focused companies 
and financial institutions doing business in and from Ireland. 

To find out more, please contact rory.mcphillips@matheson.com,  
stuart.kennedy@matheson.com, yvonne.mcweeney@matheson.com, or your 
usual Matheson contact.
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The definition of SME is derived from EU Commission 
Recommendation 2003/361/EC of 6 May 2003 and includes 
companies, partnerships and sole traders which employ 
fewer than 250 persons and have an annual turnover of not 
more than €50 million and/or an annual balance sheet total 
of not more than €43 million.  

All lenders which are: authorised by the Central Bank 
to carry on the business of a credit servicing firm; or a 
regulated financial services provider authorised, by the 
Central Bank or an authority that performs functions in an 
EEA country comparable to the functions performed by 
the Central Bank, to provide credit in Ireland (Regulated 
Provider) that have advanced loans to Irish individuals or 
SMEs in the past may need to be aware that the transfer of 
such loans may be more complicated than in the past. 

Where such loans are transferred to another Regulated 
Provider, no particular issues should arise under the 
credit-servicing legislation. However, where such loans 
are transferred to an unregulated entity, the transferee 
may need to appoint a credit-servicing firm to administer 
the loans and the acquirer of such loans may need to be 
authorised by the Central Bank. Purchasers of Irish loans 
should consider this as part of their due diligence.  

It is important to note that certain loan sales are also 
exempted from the scope of this legislation and advice on 
the application of the credit-servicing framework should be 
sought on a case-by-case basis.

Central registers of beneficial ownership 
There were a number of developments in relation to anti-
money laundering legislation in the first quarter of 2019, 
including the publication of the Beneficial Ownership 
of Trusts Regulations and the Beneficial Ownership of 
Corporate Entities Regulations.

Central Register of Beneficial Ownership of Companies 
On 22 March 2019, the Irish minister for finance signed the 
Beneficial Ownership of Corporate Entities Regulations 
into law. The Beneficial Ownership of Corporate Entities 
Regulations give effect to the Fourth Anti-Money 
Laundering Directive (MLD4) and replace the earlier 
regulations introducing the requirement for Irish companies 
to maintain a beneficial ownership register under the 
European Union (Anti-Money Laundering: Beneficial 
Ownership of Corporate Entities) Regulations 2016 (2016 
Regulations) that came into force in Ireland in November 
2016.

The Beneficial Ownership of Corporate Entities 
Regulations established the Central Register of Beneficial 
Ownership of Companies and Industrial and Provident 
Societies (Central Register) with effect from 22 June 2019.  
The Central Register was established on 29 July 2019 and 
will be maintained by the Irish Companies Registration 
Office (CRO).

What has changed?
All companies incorporated in Ireland before 22 June 2019, 
must make their first filings at the Central Register by 22 
November 2019. All Irish entities that are incorporated after 
22 June 2019 will be required, within five months from 
their incorporation, to submit their beneficial ownership 
information to the Central Register.

Irish companies continue to be excluded from the 
scope of the Beneficial Ownership of Corporate Entities 
Regulations if they are listed on a regulated market that is 
subject to disclosure requirements consistent with the law 
of the EU or are already subject to equivalent international 
standards which ensure transparency of ownership 
information. Irish incorporated subsidiaries of listed Irish 
companies are not exempt.

The Beneficial Ownership of Corporate Entities 
Regulations also require that any changes to the 
information contained in a relevant entity’s beneficial 
ownership register be reflected by a corresponding 
change being made in the Central Register. Accordingly, 
relevant entities are required to deliver information within 
14 days to the CRO so as to allow any change to be 
reflected in the Central Register; this is referred to as the 
“follow-up obligation”.

The obligation on a relevant entity to list its “senior 
managing officials” on the Central Register where it cannot 
identify any beneficial owners remains.

Who has access?
In terms of access to information filed in the Central 
Register, the public may access the Central Register but 
access will be restricted to certain of the content only 
and it should be noted that PPS numbers and residential 
addresses will not be made available to the public. 
Certain authorities such as An Garda Siochana (the Irish 
police force), the Revenue Commissioners, the Criminal 
Assets Bureau or a competent authority engaged in the 
prevention of money laundering will have open access to 
the Central Register. The authorities may exchange this 
information with other EU competent authorities.

Beneficial Ownership of Trusts
On 29 January 2019, the Irish Department of Finance 
published the Beneficial Ownership of Trusts Regulations, 
which will give partial effect to the Fifth Anti-Money 
Laundering Directive (MLD5). Trustees will be required to 
take all reasonable steps to obtain and hold adequate, 
accurate and current information in respect of the trust’s 
beneficial owners, keep the register up to date and retain 
records for a period of five years. Trustees who fail to 
comply with the regulation will be liable, on summary 
conviction, to a class-A fine (up to a maximum amount of 
€5,000) under the Companies Act 2014.

The Beneficial Ownership of Trusts Regulations set out 
new obligations which represent significant developments 
for trusts, their ultimate beneficial owners and their 
trustees and transpose part of MLD4 aimed at increasing 
transparency in relation to the ownership of express trusts 
and other arrangements.  

What trusts is this relevant to?
The Beneficial Ownership of Trusts Regulations apply to 
all express trusts (whose trustees are resident in Ireland 
or where the trust is otherwise administered in the state) 
irrespective of whether or not the trust generates a tax 
effect. These include, among other things, bare trusts 
and charitable trusts. Bare trustees (which regularly hold 
real property) will be required to establish a beneficial 
ownership register.
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What are trustees required to do?
Trustees should keep and maintain a beneficial ownership 
register. Each local register must hold the information 
collected pertaining to the relevant trust’s beneficial 
owner(s).

There is an obligation on designated persons to “take 
reasonable steps” to maintain and hold adequate, accurate 
and current information on the trust’s beneficial ownership. 
It is unclear what actions will be considered a sufficient 
discharge of this responsibility, where such actions have not 
yielded the required information. It is important that policies 
are developed by designated persons to ensure that they 
demonstrate the actions taken to discharge their obligations 
pursuant to the Beneficial Ownership of Trusts Regulations.

There is also an obligation on trustees to keep 
information in the trust’s beneficial ownership register up-to-
date. A trustee must “as soon as practicable”, after learning 
of the change in information, alter or delete the information 
on the relevant register in order to ensure that the change 
is reflected. Not only are trustees required to keep the 
information on the register up-to-date, but they must also 
record the actions taken to keep the register up-to-date.

Who is a beneficial owner?
Beneficial owner is defined in MLD4 as “the natural 
persons…  on whose behalf a transaction or activity is 
being conducted”.  Beneficial owners therefore include 
the settlor(s), trustees, the protector(s) (if any), beneficiaries 
(who are natural persons) and any other natural person 
exercising ultimate control over the trust.

For the purposes of the Beneficial Ownership of Trusts 
Regulations, reference to beneficiaries is to natural persons.  
Every natural person who is in the beneficial class is a 
beneficial owner. The following information in relation to 
each natural person must be obtained under the Beneficial 
Ownership of Trusts Regulations: name, date of birth, 
nationality and residential address(es).

It will be important for each body of trustees to determine 
the appropriate level of diligence required depending on 
the nature of the trust and each natural person’s beneficial 
entitlement. The Beneficial Ownership of Trusts Regulations 
do not identify any such areas of lower risk. It should be 
sufficient for a designated person to contact a beneficiary in 
advance of the point in time when that person, by reference 
to their entitlements, is about to receive a financial benefit 
from a trust.

The Irish High Court has authority to determine whether 
a person’s name should or should not be recorded on a 
beneficial ownership register and also has the power to 
order rectification of a trust register. Aggrieved persons may 
apply for rectification where a name is mistakenly entered, 
omitted or unnecessarily delayed from being removed 
from a register. The High Court has also been given power 
to award damages for any loss sustained by an aggrieved 
party. It is unclear what loss is regarded as relevant in this 
context.

Next steps
The Beneficial Ownership of Trusts Regulations have 
been in operation since 29 January 2019 and trustees will 
therefore need to take immediate action to ensure they 
are in compliance with the new obligations.

The Beneficial Ownership of Trusts Regulations must 
also be considered in light of MLD5, which is required 
to be transposed into law by 10 January 2020. MLD5 
requires trustees to include information on the beneficial 
ownership of trusts in a central national register. 

Ireland is required to establish its central register by 10 
March 2020.  MLD5 broadens the scope of those who can 
be granted access to beneficial ownership information 
held on the register and includes competent authorities, 
financial intelligence units (without any restriction) 
and provision for any person who can demonstrate a 
“legitimate interest” to access such information.

How can Matheson help you?
Matheson is the law firm of choice for internationally 
focused companies and financial institutions doing 
business in and from Ireland with offices in Dublin, Cork, 
London, New York, Palo Alto and San Francisco. More than 
700 people work across Matheson’s six offices, including 
96 partners and tax principals and over 470 legal and tax 
professionals. 
Matheson services the legal needs of internationally 
focused companies and financial institutions doing 
business in and from Ireland.

The Aviation Finance and Transportation Group at 
Matheson is a fully dedicated aviation and transportation 
practice and advises on leasing, commercial debt and 
export credit agency-supported financings, as well as 
aircraft, aircraft engine and helicopter portfolio trading. 
We advise both domestic and international asset-financing 
banks in relation to financing and leasing of commercial 
and corporate aircraft, aircraft engines, simulators, 
helicopters, ships, trucks, industrial and agricultural 
equipment. 

We also regularly act as deal counsel or Irish counsel 
in complex cross-border financings, including those 
supported by the Export-Import Bank of China, the 
European Export Credit Agencies and the US Export-
Import Bank.

Being part of Matheson’s broader Finance and Capital 
Markets Department, we regularly advise on structured 
finance, asset-backed securitisation and repackaging 
transactions relating to all such asset classes, including 
the establishment of special purpose companies funded 
by public and private issuances.

We also have a strong aviation regulatory practice 
and regularly advise Irish airlines and leasing companies 
on airline licencing and registration issues with the Irish 
Aviation Authority and Commission for Aviation Regulation 
in addition to all aspects of the Cape Town Convention 
and Aircraft Protocol. 

For further information, please contact:
Rory McPhillips, partner, Matheson, Tel: +353 1 232 2770, Email: Rory.McPhillips@matheson.com
Stuart Kennedy, partner, Matheson, Tel: +353 1 232 2853, Email: Stuart.Kennedy@matheson.com
Yvonne McWeeney, partner, Matheson, Tel: +353 1 232 2722, Email: Yvonne.McWeeney@matheson.com
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Ireland remains a destination of choice for the aviation 
industry. The well-quoted attractions of deep experience; 

Ireland’s double-tax treaties; EU member state; Common 
law creditor-friendly jurisdiction still apply in force.  

Below we explore recent trends in regulation and tax.
 

Regulation highlights 

•	 Central Bank reporting 
Since late 2018, the existing registration and reporting 
regime for credit transactions was extended to certain 
asset financing transactions – in particular, affecting 
Credit Information Providers (CIPs) engaging in finance 
leasing, especially involving arrangements with Irish 
lessees or where such finance leases are governed by 
Irish law. Those affected include lenders, lessors and, 
indeed, special purpose vehicles (SPVs).  In the context 
of the aviation industry, CIPs include SPVs in structured 
finance transactions, corporate lenders and leasing 
companies, and those involved in finance leasing, and 
more traditional lending are registered to register with 
the CBI, which is not particularly onerous. Thereafter, CIPs 
are required to report monthly on certain information 
on specific transactions (including, in particular, finance 
leases to Irish lessees or governed by Irish law). Lessees 
have no reporting obligations under these provisions.

•	 Anti-money laundering 
An important step for finance lessors, in particular, 
is to conduct anti-money laundering checks on their 
customers. The requirements are known as “risk based”, 
which in practice is a subjective test for lessors, taking 
into account their industry knowledge. The policies 
should be in writing, and reviewed regularly.

•	 Ultimate Beneficial Owner (UBO)  
The Fourth Money Laundering Directive (MLD4) requires 
corporates to obtain and hold “adequate, accurate 
and current information on their beneficial ownership”. 
While there are certain exemptions (such as for listed 
entities), companies affected (relevant entities) that 
are in existence before 22 June 2019 must deliver 
detailed information on their ownership to the registrar 
by 22 November 2019. Relevant entities that come 
into existence after 22 June 2019 must deliver the 
above information to the registrar within five months of 
incorporation.

•	 GDPR 
Businesses are familiar with General Data Protection 
Regulation (GDPR) and data privacy regulations – in 
particular, the deadline of May 2018 for the introduction 
of the GDPR requirements. The level of personal data 
in possession of an aircraft leasing company may well 
have been a surprise to leasing companies, but since 
then policies have been put in place, and relevant 
agreements should continue to be monitored for 
compliance with data privacy regulations. An important 
aspect is for companies to monitor compliance with the 
policies and, in particular, the procedures if a breach 
occurred. In the event of a Brexit, existing arrangements 
should be reviewed if the UK becomes a third country. 
In addition, the Schrems 2 case before the European 
Union Court of Justice has caused some doubt on 
model clauses in contracts. This will be of interest within 
the EU and indeed beyond. On a related IP point, and a 
further Brexit aspect is that IP, which enjoys protection 
under EU law, should be examined to establish whether 
separate legal rights should be protected in the UK.

•	 EMIR – derivative reporting 
EMIR is a European Union regulation that primarily 
regulates over-the-counter (OTC) derivatives contracts 
and the parties who enter into them (counterparties). 
These obligations include, among other things, a 
requirement to report details of each OTC derivative 
contract entered into (the Reporting Obligation) and 
a requirement to include certain terms relating to 
exchange of information and dispute resolution in each 
OTC derivative contract. The competent authority with 
responsibility for EMIR compliance in Ireland is the 
Central Bank of Ireland (CBI). In June 2019, new EU 
legislation that amended EMIR came into force (EMIR 

Trends and influences – 
Ireland and beyond
Caroline Devlin, partner and co-chair aviation, and Fintan Kerins, associate, aviation, 
at Irish law firm Arthur Cox, highlight recent trends in regulation and tax in Ireland.

Caroline Devlin Fintan Kerins
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With Arthur Cox, you can expect a leading Irish law fi rm with a global outlook. Arthur Cox 
has market-leading knowledge and experience in aviation leasing and fi nance with extensive 
experience in o� ering advice to a multitude of international aircra�  lessors, lenders, airlines, 
investors and insurers. You can expect a total commitment to your business from Arthur 
Cox – a genuine partnership that gives you the confi dence to move forward and embrace new 
opportunities. With Arthur Cox, you can always expect excellence. 

L-R: Laura Cunningham, Caroline Devlin and Rob Murphy.
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Laura Cunningham, 
Partner
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Refit). Leasing companies, generally not being licenced 
entities would generally be considered to be non-
financial counterparties, which have lesser reporting 
obligations than licenced entities. However, any 
required reporting is required very promptly and should 
be considered in advance of entering into a relevant 
transaction.

•	 Central Bank reporting for Section 110 companies 
Section 110 companies are obliged to report quarterly 
data to the Central Bank of Ireland.

Tax direction
The Irish tax regime is one of Ireland’s main attractions for 
companies. Irish companies have access to an extensive 
double-tax treaty network of 74 treaties to date, with more 
currently being negotiated. The treaties enable lessees 
to pay rent to the Irish lessor free from withholding tax in 
their local country. Increasingly, lessees are focused on 
the substance of the lessor as a key factor to the lessee 
obtaining treaty access, and Irish companies are well 
placed to satisfy this requirement. 

Ireland offers a highly competitive headline corporation 
tax rate of 12.5% applying to active trading profits 
and most inbound dividends, being one of the lowest 
“onshore” statutory corporate tax rates in the world. The 
effective tax rate is however lower, when the available 
deductions and allowances are factored in. Also, Irish 
holding companies benefit from a participation exemption 
from capital gains tax on the ultimate disposal of most 
shareholdings.  

Ireland has also become a leading jurisdiction for the 
establishment of SPVs for structured finance transactions. 
In particular, Section 110 of the Irish Taxes Consolidation 
Act 1997 (TCA) permits certain SPVs to engage in a wide 
list of financial and leasing transactions in a tax-neutral 
manner when the SPV is involved in the holding or 
management of “financial assets” that, given its broad 
definition under the TCA, covers mostly all type of assets 
(with the exception of direct holdings of real estate).  
Introduced in the context of the OECD BEPS project, the 

European Union adopted directives laying down rules 
against tax avoidance practices directly affecting the 
functioning of the European internal market (ATAD). ATAD 
set out general provisions in relation to interest limitation 
rules, controlled foreign company rules, exit tax, general 
anti-abuse rule and anti-hybrid rules to be implemented 
by all EU member states in the manner that would best fit 
their corporate tax system. 

The Irish authorities have consulted widely in relation to 
the introduction of ATAD in Ireland. Anti-hybrid legislation 
is due to be introduced with effect from 1 January 2020, 
with interest-limitation rules likely to be implemented 
with effect from 1 January 2021. Leasing platforms across 
the world are anticipating with interest how these will be 
implemented.

Anti-hybrid rules are already in place in many 
jurisdictions, and effectively look at entities which have 
hybrid status or an instrument which is a hybrid – ie, 
treated differently in different jurisdictions. The aspect 
for leasing companies of particular interest is the funding 
piece. Leasing companies are typically highly leveraged, 
and securing an ongoing deduction for funding costs 
remains a key priority.  

Lessors are preparing for not yet published legislation 
by continuing to bolster their substance in Ireland, and to 
keep close to the consultation process. Regulated entities 
are also being considered, and may well continue to offer 
a combined structural solution, which offers efficiencies 
and a platform to access the continuing wide base of 
investors. 

Conclusion
Many of the regulatory and tax developments derive from 
the EU and, indeed from a policy perspective, the OECD in 
turn. While it does require more resources to be devoted 
to “corporate housekeeping” than before, it follows 
the EU and indeed worldwide trend of transparency. 
Regulation light should ensure a level of compliance which 
is beneficial for the operation of the business, and should 
facilitate attracting investors and lenders, and follows the 
direction of travel on shore. 

      Ireland offers a highly competitive headline 
corporation tax rate of 12.5% applying to active 
trading profits and most inbound dividends, 
being one of the lowest “onshore” statutory 
corporate tax rates in the world.
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Airfinance Journal’s 2018 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.

Asia Pacific Deal of the Year: Project Melville Macquarie 
AirFinance – $4bn unsecured revolver and term loan 

Two companies, Macquarie Aerospace 
Finance and Macquarie Aerospace 

Holdings acted as the borrowers of this 
combined $4 billion financing for a total 
of 135 aircraft leased to 67 airlines.

The transaction is believed to be 
the largest non-recourse aircraft 
secured portfolio term loan globally. 
It represented the refinancing of the 
entire business moving to a wholly-
independent funding structure. With 
this transaction, Macquarie AirFinance 
achieved significant goals, including 
the diversification of funding sources, 
allowing the company to efficiently fund 
the expansion of its businesses.

The financings were widely syndicated 
among Macquarie’s core relationship 
banks, specialist aviation banks, and 
Asian commercial banks.

BNP Paribas, Citi, Deutsche Bank, 
HSBC, National Australia Bank acted as 
mandated lead arrangers, underwriting 
banks and bookrunners on the term 

loan. Wells Fargo, Westpac, DBS, Societe 
Generale, ING and ABN Amro were the 
mandated lead arrangers on the term 
loan.

On the revolver facility, BNP Paribas, 
Citi, Deutsche Bank, HSBC, National 
Australia Bank acted as mandated lead 
arrangers, underwriting banks and 
bookrunners. BNP Paribas, J.P. Morgan, 
Mizuho and Natixis were the mandated 
lead arrangers of the RCF.

The $3 billion term loan has a seven-
year tenor with a margin of Libor + 150 
basis points. It successfully refinanced 
and upsized a previous $1.8 billion 2016 
Spitfire term loan, which was set up to 
complete the acquisition of a portfolio 
from AWAS.

The term loan facility is paired with 
the $1 billion unsecured revolving credit 
facility that is supported by existing 
unencumbered assets and provides 
funds for future growth over the next five 
years. 

Borrower/Issuer: Macquarie 
AirFinance

Structure: $1bn unsecured revolving 
credit facility and $3bn term loan

Assets financed: 135 aircraft

Lawyers (and role): Vedder Price 
acted for the borrower; Clifford 
Chance represented the lenders

Banks (RCF): Citi, Deutsche Bank, 
National Australia Bank, BNP 
Paribas, J.P. Morgan, Mizuho, Natixis 
as mandated lead arrangers

Banks (Term loan): Citi, Deutsche 
Bank, National Australia Bank, 
BNP Paribas, HSBC, ABN Amro, 
DBS, ING, Societe Generale, Wells 
Fargo, Westpac as mandated lead 
arrangers

Date closed: 30 June 2018

The transaction marked the first ever 
lessor Jolco financing for regional 

jets and features the first ever cross-
collateralisation within a lessor Jolco 
structure. It also represented the largest 
regional aircraft Jolco and, in terms of 
number of aircraft, the largest lessor 
Jolco.

The transaction involved an 
innovative cross-collateralised structure 
whereby the aircraft were divided into 
batches and owned and leased by four 
Japanese borrower/lessors, leased to 
NAC owned special purpose vehicles 
SPVs and subleased to various airlines.

The transaction involved 12 aircraft 
leased to three airlines (three to Kenya 
Airways, seven to Air Europa and two 
to AeroMexico). In addition to the 
jurisdictions in which the aircraft were 
registered, English, Irish, Japanese and 
California law were all relevant to the 

transaction. The size and complexity of 
the transaction was significant given the 
number of aircraft, multiple jurisdictions 
and short timeframe in which to 
complete the transaction.

The Jolco structure required security 
to be granted in three separate 
jurisdictions.

The Jolco nature of the structure 
allowed NAC to raise significant 
additional financing against the aircraft 
(100%) while uniquely maintaining 
operational flexibility when combined 
with the portfolio features relating to 
covenants and events of defaults, which 
the transaction entailed.

It provided Nordic Aviation Capital a 
diversification of its financing sources. 
Deutsche Bank successfully syndicated 
part of the debt to new lenders thereby 
diversifying the lessor’s international 
debt investor profile. 

Europe Deal of the Year: Nordic Aviation Capital $227m 
12 Embraer 190 Jolco

Borrower/Issuer: Nordic Aviation 
Capital

Structure: Japanese operating lease 
with call option (Jolco)

Assets financed: 12 Embraer 190 
aircraft

Lawyers (and role): White & Case 
acted for the underwriter; Clifford 
Chance represented the sponsor’s 
counsel, Nishimura & Asahi 
represented the equity underwriter

Banks (and role): Deutsche Bank as 
debt arranger, sole structuring agent 
and sole underwriter

Lessor: Financial Products Group

Amount: $227 million

Tenor: Nine years 

Date mandated: 1 April 2018

Date closed: 21 September 2018
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Avianca mandated and successfully 
closed a loan guaranteed by UK 

Export Finance (UKEF) to finance one 
Boeing 787-8 delivery. 

The UKEF loan was the debt portion 
of a Japanese operating lease with call 
option (Jolco), and was arranged by 
Burnham Sterling with Sumitomo Mitsui 
Finance and Leasing (SMFL) providing 
the equity on the transaction.

The Jolco equity combined with the 
UKEF debt provided Avianca with 100% 
financing for the aircraft at an attractive 
all-in cost. ING’s structured export 

finance team, based in New York, acted 
as the arranger of the UKEF loan, initial 
lender and facility and UKEF agent. 
Burnham Sterling acted as adviser to 
Avianca for the Jolco equity structure. 

The transaction marked Avianca’s first 
UKEF-backed Jolco financing.

It was also the first UKEF-guaranteed 
financing structured as part of a Jolco for 
a Latin American carrier.

This was ING’s first Jolco financing 
under a UKEF guarantee, and also the 
first time that ING could book Jolco debt 
outside of Japan. 

Latin America Deal of the Year: Avianca UKEF-
guaranteed Jolco financing for one Boeing 787 aircraft

Borrower/Issuer: Avianca

Structure: UKEF-guaranteed 
financing structured as a Jolco

Assets financed: One Boeing 787-8

Lawyers (and role): White & 
Case acted for Avianca; Allen 
& Overy represented ING and 
UKEF, Nishimura & Asahi, Tokyo 
represented Sumitomo Mitsui 
Finance and Leasing

Banks (and role): ING as UKEF debt 
arranger, initial lender, and ECA 
facility agent

Jolco arranger: Burnham Sterling 

Equity provider: Sumitomo Mitsui 
Finance and Leasing

ECA: UK Export Finance (guarantor)

Tenor: 11 years 

Date mandated: 1 August 2018

Date closed: 28 September 2018

Ethiopian Airlines became the first 
African carrier to raise financing 

through the Aircraft Finance Insurance 
consortium (AFIC) structure.

The financing also marked the first 
AFIC structure with a commercial junior 
debt.

The transaction consisted of a 12-year 
$230 million loan facility covered by 
Aircraft Non-Payment Insurance (“ANPI”) 

to finance five Boeing 737 Max 8 aircraft 
- Ethiopian Airlines’ first aircraft of this 
type. The 737 Max 8 senior loan facility 
was structured with ANPI cover under 
the AFIC programme and was coupled 
with a seven-year $25 million junior loan 
facility from Investec Bank to provide 
Ethiopian Airlines with 95% financing for 
the aircraft at an attractive all-in cost. 

Each of the Boeing 777 freighter 
facilities were structured with $137 
million ANPI-covered loan. The senior 

loan had a 12-year tenor, the junior loan 
was seven years.

The 777 facilities were negotiated 
and closed on short timetables 
(approximately one month from start of 
documentation to closing).

Four of the six aircraft delivered 
over a weekend requiring the lenders 
to make special arrangements to 
pre-position the funds with Boeing to 
allow the delivery to occur during non-
banking hours. 

Middle East & Africa Deal of the Year: Ethiopian Airlines 
$670m AFIC-supported financing for eight Boeing aircraft

Borrower/Issuer: Ethiopian Airlines

Structure: ANPI-insured loan facility

Assets financed: Five Boeing 737 
Max 8s and three 777 freighters

Lawyers: Pillsbury, White & Case, 
Milbank LLP and Vedder Price

Banks: ING Capital, Investec, Societe 
Generale and SMBC Europe Ltd

Credit Enhancer: Aircraft Finance 
Insurance Consortium (AFIC)

Date mandated: 1 May 2018

Date closed: 29 June 2018

The Ethiopian Airlines AFIC deal team, collecting their award 

The Avianca UKEF deal team, winners of the Latin America deal of the year award 
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The transaction involved a newly-
launched company acquiring 

a substantial portfolio of mid-life 
aircraft directly into an asset-backed 
securitisation (ABS) structure. 

Zephyrus Aviation Capital was 
established in 2018, staffed by 
experienced executives from CIT 
and supportive equity backers: Virgo 
Investment Group (majority) and Seabury 
Capital (minority). The transaction is a 
tremendous start for a new company. It 
also marks the first time a newly-formed 
company launched its inaugural aircraft 
portfolio acquisition directly into an ABS.

The pace of the transaction saw most 
of the aircraft close into the structure 
within three months of the initial close 
of the ABS. Zephyrus Aviation Capital 
priced its debut ABS at 98.52% of par 
value, according to Damon D’Agostino, 
the new lessor’s chief executive officer.

“We came in at 210 over swaps, which 
is within 10bps of other first time issuers,” 
says D’Agostino in an interview with 
Airfinance Journal. “For doing an ABS 

out of the box, that’s a really favourable 
outcome, especially when you consider 
the age of the portfolio - 13.3 years is 
slightly higher touch.”

The $336.6 million single A-tranche 
deal was used to finance a portfolio of 
21 aircraft, comprising 18 narrowbodies 
and three widebodies. The aircraft – 
seven Airbus A320s, three A319s, eight 
Boeing 737NGs and three A330s – have 
a weighted average age of 13.3 years 
and are on lease to 19 airlines.

“The book was more than two times 
oversubscribed which I think was 
also a nice outcome,” he adds. “The 
investors who bought into this deal are 
very sophisticated players who know 
the space. That was also a very nice 
endorsement.”

Under the $336 million ZCAP 2018-1, 
ZAL Limited is the seller and Zephyrus 
Aviation Capital is the servicer.

The single Class A tranche of loans 
has a fixed coupon of 4.605%, yielding 
5.153%. The loan-to-value (LTV) is 
74.07%. 

North America Deal of the Year: Zephyrus Aviation 
Partners ZCAP 2018-1 $336.6m 21 aircraft ABS

Borrowers/Issuers: Zephyrus Capital 
Aviation Partners 2018-1 Ltd and 
Zephyrus Capital Aviation Partners 
2018-1 LLC

Structure: Asset-backed 
securitisation

Assets financed: 21 aircraft

Lawyers (and role): Clifford Chance 
acted for the lead arranger; Vedder 
Price represented the issuer; A&L 
Goodbody as Irish counsel for the 
issuer, Maples Group

Banks (and role): Deutsche Bank 
as sole structuring agent and lead 
arranger

Adviser: Seabury Capital

Rating Agency: KBRA

Date mandated: 4 June 2018

Date closed: 9 October 2018

The transaction represents the first 
direct order by Novus Aviation Capital 

with an OEM.
Novus Aviation Capital announced 

the four 777-300ER order at the 
2018 Farnborough air show. The 
announcement also marked the first 
lessor order for the 777-300ER model 
since 2014 at the time of announcement. 

The aircraft were placed under a 
long-term lease agreement with British 
Airways. This transaction will be financed 
through a senior secured limited 
recourse facility provided by Mitsubishi 

UFJ Financial Group and BNP Paribas. 
Novus Aviation Capital is the overall 
arranger.

The transaction was structured to 
allow for financing terms to be agreed 
almost two years ahead of delivery 
in 2020 - which was a requirement 
for Novus. Total tenor of the risk is 
effectively 14 years from signing to final 
loan repayment.

The financing is a combination of 
Shariah compliant and conventional 
lease-in lease-out structure. MUFG 
Bank and BNP Paribas structured the 
transaction into an amortising tranche 
and balloon tranche.

MUFG says the large underwriting 
(total deal size was $416 million) was 
successfully sold down to incoming 
participant banks.

The financing from the banks allowed 
Novus to secure end of line 777-300ERs 
that are to be placed with British Airways 
Bertrand Dehouck, head of aviation 
for BNP Paribas said: “There are three 
key elements that make this deal 
significant: One, it marks a substantial 
transformational phase for Novus 
Aviation Capital; two, it helps Boeing 
secure a new direct customer; and three, 
it supports the fleet expansion of a major 
European airline.” 

Bank Loan Deal of the Year: Limited recourse financing of four  
777-300ERs leased to British Airways for Novus Aviation Capital 

Borrower/Issuer: Novus Aviation 
Capital

Structure: Limited recourse facility

Assets financed: Four Boeing 777-
300ERs

Lawyers: Milbank LLP, Stephenson 
Harwood

Banks: BNP Paribas, MUFG

Date mandated: 6 September 2018

Date closed: 21 December 2018

The Novus Aviation deal team, winners of the Bank Loan deal of the year award 
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The export credit deal of the year 
features takeout of manufacturer 

financing with export credit agencies 
support for turboprop aircraft into 
Mexico. The manufacturer financing 
was made available to the Mexican 
carrier on an interim conditional sale 
basis. 

The transaction is an export 
credit agency-guaranteed debt that 
refinanced manufacturer supported 
sales of a batch of relatively new 
ATR42/72 aircraft.

The collateral includes two 
2016-vintage ATR42-600s as well 
as six 2016/17-vintage ATR72-600s 
that were ordered by Mexican carrier 
Aeromar in November 2016. The order 
also included six options for the ATR72-
600 model.

This deal was particularly complex as it 
involved the refinancing of sales finance, 
with export credit agency guaranteed 
financing (Bpifrance/SACE and Export 
Development Canada) separately 
supporting different aircraft. It also 
included commercial debt in respect of 
aircraft that were all in operation.

BNP Paribas acted as senior agent 
and security trustee on five aircraft 
while Apple Bank for Savings was 
lender on those aircraft. Export 
Development Canada acted as senior 
agent, security trustee and original 
senior lender on three ATR72-600s.

The transaction was disrupted on 
several occasions by the eruption of 
the Fuego volcano in Guatemala and 
a number of incidents relating to the 
aircraft. 

Export Credit Deal of the Year: Aeromar  
ECA-guaranteed loans for eight ATR aircraft

Borrower/Issuer: Aeromar

Structure: ECA-backed loan

Assets financed: Two ATR42-600s 
and six ATR72-600s

Lawyers: Watson Farley & Williams, 
Norton Rose Fullbright, Matheson, 
Mason Hayes Curran, Carillo & 
Asociados, Patton Moreno & Asvat, 
Ritch Mueller

Banks: Apple Bank for Savings, 
Export Development Canada

ECA: Bpifrance Assurance Export, 
SACE, Export Development Canada

Date mandated: 1 December 2017

Date closed: 25 July 2018

Virgin Australia’s Japanese operating 
lease transaction with a call option 

(Jolco) for six Boeing 737-800s marked 
the carrier’s debut for this financing 
product. 

The transaction involved a portfolio of 
six aircraft, manufactured between 2003 
and 2007, for a total amount of $120 

million. The debt portion was provided 
in Australian dollars while the equity was 
disbursed in US dollars.

The transaction was executed in 
strict application of the Australian and 
Japanese tax scheme to avoid any 
withholding tax under the Japanese 
lease.

The deal’s originality also came from 
the combination of financing complex 
assets in local currency (vintage aircraft) 
and having introduced a new name to 
the Jolco market.

It closed in a unique context following 
the company’s recent business 
turnaround plan.

The overall transaction was co-
arranged by Jolco specialist Asset 

Brok’Air International and Australian and 
New Zealand Banking Group (ANZ).

DVB Bank, IBJ Leasing and Standard 
Chartered Bank were the debt 
underwriters for four aircraft in the 
transaction. DVB Bank was facility agent 
and security trustee on those aircraft.

Standard Chartered Bank acted as 
debt underwriter, facility agent and 
security trustee on the remaining two 
aircraft.

King & Wood Mallesons advised the 
lenders, Herbert Smith Freehills advised 
Virgin Australia and K&L Gates advised 
the lessor.

Asset Brok’Air International acted as 
overall arranger and JP Lease Products & 
Services as equity advisor. 

Tax Lease Deal of the Year: Virgin Australia $120m 
Jolco financing for six used Boeing 737-800s

Structure: Japanese operating lease 
with call option

Amount: $120 million

Tenor: 57 months

Lawyers (and role): K&L Gates 
(borrower), King & Wood Mallesons 
(lenders), Herbert Smith Freehills 
(airline)

Jolco arranger: Asset Brok’Air 
International 

Equity underwriter: JP Lease

Lessee: Virgin Australia

Banks (and role): Australian and 
New Zealand Banking Group (debt 
arranger). DVB Bank, IBJ Leasing 
and Standard Chartered Bank as 
debt underwriters

Date mandated: 15 August 2018

Date closed: 31 October 2018

The Virgin Australia deal team, collecting their award 
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Leasing company Avation agreed 
a 12-year purchase and leaseback 

transaction with airBaltic for two 
Airbus A22-300s (formerly Bombardier 
CS300 aircraft), in a transaction 
arranged by Skytech-AIC. 

The transaction represented the 
first open market sale and leaseback 
for the type: up to that point the asset 
was derided by competitors and 
shunned by investors with just 249 
sales accumulated over eight years. It 
also represented the first open market 
sale and leaseback for the Latvian 

carrier, which had narrowly escaped 
bankruptcy previously and remained 
thinly capitalised.

The deal achieved a $36.2 million 
per aircraft sale and leaseback price 
– a figure that was rejected by major 
lessors as being ‘unrealistically high’.

Skyteck-AIC said the winning 
leasing party, Avation plc, showed real 
flexibility, understanding and creativity 
to win the competition and build an 
excellent relationship with the airline.

The Latvian airline was seeking 
to diversify its sources of funding 
away from a concentration on 
Export Development Corporation 
of Canada supported debt/finance 
leases and adding the flexibility of 

operating leases to its funding options 
going forwards. The success of this 
transaction was also crucial to the 
future success of the aircraft type.

The two A220-300s formed part of 
a total sale and leaseback package 
of six aircraft conducted by Skytech-
AIC on behalf of airBaltic in early 2018 
with the finance of the balance of four 
aircraft awarded to CMB Leasing.

Since the transaction closed, 
Avation has been mandated another 
four A220-300 deliveries under 
a similar transaction arranged by 
Skytech-AIC. The first two aircraft 
closed in March and April 2019 while 
the remaining two aircraft are due in 
the third quarter of this year. 

Operating Lease Deal of the Year: airBaltic $72.4m 
two A220-300 sale and leasebacks

Borrower/Issuer: airBaltic

Structure: Sale and leaseback

Tenor: 12 years

Lawyers: Clyde & Co

Adviser: Skytech-AIC

Debt provider: Export Development 
Corporation of Canada

Lessor: Avation plc

Date mandated: 16 February 2018

Date closed: 12 June 2018

Dubai Aerospace Enterprise (DAE) 
signed an unsecured four-year 

revolving credit facility with an initial 
commitment of $480 million in May 
2018. The financing has an accordion 
feature that allows the facility to grow to 
up to $800 million. 

Al Ahli Bank of Kuwait was the 
mandated coordinating lead arranger 
and joint bookrunner of the transaction. 

First Abu Dhabi Bank was a mandated 
lead arranger and joint bookrunner 
as well as global agent and Islamic 
Investment Bank. Noor Bank acted as a 
mandated lead arranger.

The transaction closed in October 
2018 and eight additional banks entered 
the deal using the accordion feature to 
bring the facility to $800 million.

The facility is atypical. It features a 
conventional tranche of debt combined 
with an Islamic tranche, the first of its 
kind amongst lessor financings. 

The facility has very limited covenants 
and does not have the standard 
unsecured revolving credit facility 
covenants such as interest coverage, 
leverage ratio or unencumbered assets 
test, making it very unique. It provides 
a good execution of the deal and full 
flexibility to the borrower.

The DAE Capital treasury team had 
a busy year in 2018. The Dubai-based 
lessor signed a four-year unsecured 

revolving credit facility worth $535 
million, which can be increased up to 
$600 million in December, to support 
its future financing needs. The RCF 
was arranged by Emirates NBD as sole 
mandated arranger and bookrunner.

In November BNP Paribas and Credit 
Agricole were involved in another new 
revolver for a total of $720 million. The 
unsecured revolving credit facility has a 
maturity of five years.

The previous month DAE Funding, 
the wholly-owned subsidiary of Dubai 
Aerospace Enterprise, priced $500 
million aggregate principal amount 
of senior unsecured notes due 2021 
and $500 million aggregate principal 
amount of senior notes due 2023. 
The net proceeds from those offerings 
was to refinance existing secured 
indebtedness and to pay the related 
fees and expenses, and to use any 
remaining net proceeds for general 
corporate purposes. 

Islamic Finance Deal of the Year: DAE Capital 
$800m revolving credit facility

Borrower/Issuer: DAE Capital

Structure: Unsecured revolving credit 
facility

Amount: $800 million

Tenor: Four years 

Lawyers: Clifford Chance, Clyde & Co

Banks: Ahli Bank of Kuwait, First Abu 
Dhabi Bank

Date mandated: 1 May 2018

Date closed: 1 October 2018

The airBaltic deal team, collecting their award 
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The Smartwings Aircraft Finance 
Insurance Consortium (AFIC)-

supported multi-aircraft transaction wins 
the structured lease deal of the year.

The financing represents the first time 
the Czech carrier had availed of the 
AFIC-supported financing product.

It was also the first time an Irish 
structure has been used for an airline 
AFIC deal. The AFIC product has been 
a recent innovation in aviation finance, 
which is growing in popularity but prior 
to this deal, no airline had structured an 
AFIC deal through Ireland. The structure 
demonstrated that airlines could avail of 
the AFIC support and maximise Ireland’s 
extensive double-taxation treaty network.

The structure also ensured that no 
withholding tax would apply to payments 

of rent by the Czech carrier to the 
finance lessor or payments of interest by 
the borrower under the loan agreement. 
Ireland was selected as the optimum 
jurisdiction for incorporation and Irish tax 
residency of the borrower/lessor. 

The transaction was completed in a 
very short timeframe notwithstanding the 
fact that the structure was different to 
previous AFIC transactions and for some 
of the lenders this was their first AFIC-
supported transaction. 

Structured Lease Deal of the Year: Smartwings Euro-equivalent 
$140m AFIC supported financing of three Boeing 737 Max 8s

Borrower/Issuer: Smartwings

Structure: AFIC supported finance

Amount: $140 million

Lawyers: A&L Goodbody, Clifford 
Chance, Norton Rose Fullbright, 
Pillsbury

Credit enhancer: Aircraft Finance 
Insurance Consortium (AFIC)

Banks: Credit Agricole-CIB

Date mandated: 10 November 2018

Date closed: 19 December 2018

Engine lessor Willis Lease 
Finance closed an asset-backed 

securitisation debt offering covering 55 
engines in the second half of last year 
through the Willis Engine Structured 
Trust IV (WEST IV), a subsidiary of, Willis 
Lease. 

The $373.4 million 144A transaction 
was the largest engine financing of the 
year.

The fixed-rate notes were issued in 
two series, with $326.8 million of Series 
A notes and $46.7 million of Series B 
notes. The notes are secured by WEST 
IV’s direct and indirect interests in a 

portfolio of 55 engines and one Boeing 
737-800 airframe only on lease to 
Scandinavian Airlines. 

The Series A notes have a fixed 
coupon of 4.75%, an expected maturity 
of approximately eight years, an 
expected weighted average life of 6.3 
years and a final maturity of 25 years. 

The Series B notes have a fixed 
coupon of 5.438%, an expected maturity 
of approximately eight years, an 
expected weighted average life of 6.3 
years and a final maturity of 25 years.

The Series A notes priced at 
99.99504% of par and the Series B 
notes priced at 99.99853% of par. Bank 
of America, MUFG and Wells Fargo 
acted as active bookrunners in the 
transaction. Willis Lease posted a record 
annual pre-tax profit of $56 million last 
year, up 56% from $36 million in 2017.

The engine lessor’s 2018 pre-tax 
results were driven by 27% revenue 
growth, to a record $348 million, from its 
core leasing business and higher spare 
parts and equipment sales. 

Engine Deal of the Year: Willis Lease Finance Corp. 
WEST IV $373.4m ABS for 55 engines

Borrower/Issuer: WEST IV

Structure: Asset-backed 
securitisation

Amount: $373.4 million

Lawyers: Millbank LLP, Pillsbury

Rating Agencies: KBRA, Fitch Ratings

Banks: Bank of America, Wells Fargo, 
MUFG

Date mandated: 10 November 2018

Date closed: 19 December 2018

The Smartwings deal team, collecting their award from AFJ’s managing director Olivier Bonnassies

The WEST IV ABS deal team, winners of the Engine deal of the year award  
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US part-out trader BeauTech acquired 
a 25-aircraft fleet from Air Canada. 

The 25-aircraft have short lease periods 
(terms at closing ranged from less than 
one month up to 20 months) with the 
Canadian carrier.

BeauTech plans to retain a portion of 
the fleet but the company also entered 
into a joint venture agreement with 
Nordic Aviation Capital (NAC).

The formation of the joint venture 
brought together two separate segments 
in the industry value chain.  BeauTech 

had one of the largest CF34 engine 
lease portfolios and well-established 
sale channels in the CF34 aftermarket, 
which created certainty in managing the 
immediate aircraft deliveries. NAC, the 
world’s largest regional jet lessor, had 
the network to re-lease a large volume 
of E190s and appetite to hold them long 
term.

The joint venture’s unique blend of 
expertise and purchasing power meant it 
could manage the size of the transaction. 
At the same time, it offered an innovative 
solution allowing Air Canada to optimise 
the green-time remaining on the E190s, 
creating a significant degree of flexibility 

and cost savings as Air Canada gradually 
phase out the E190s. The sale allows Air 
Canada to accelerate the removal of its 
25 E190s from their mainline fleet in lieu 
of ageing A319s in advance of the first 
A220 delivery, which start in 2019.

SkyWorks says the market conditions 
for E190s had softened considerably 
after most of the original operators had 
started to phase out the type. Few if any 
of the prospective new operators would 
be in a position to purchase the aircraft, 
and many would be challenging lessees 
(from a credit/jurisdiction point of view) 
for Air Canada, a reluctant lessor in either 
case. 

Used Aircraft Deal of the Year: Air Canada  
25 Embraer 190 sale and leasebacks

Borrower/Issuer: Air Canada

Structure: Sale and leaseback

Lawyers: Fafinski Mark & Johnson

Advisor: SkyWorks (exclusive 
remarketing agent for the seller)

Lessors: BeauTech Power Systems, 
Nordic Aviation Capital

Date mandated: 1 December 2017

Date closed: 1 August 2018

The Air Canada deal team, collecting their award from AFJ’s managing director Laura Mueller

Delta Air Lines tapped the capital 
markets with $1.6 billion unsecured 

bonds over three series with varying 
maturities. The $600 million first 
tranche has a three-year term to 19 
April 2021. The notes were priced 
at 3.4%, representing a 90 basis 
points (bps) spread to the benchmark 
Treasury.

The $500 million second tranche 
has a five-year term to 19 April 2023. 
The notes were priced at 3.8%. This 
represented a 115bps spread to the 
benchmark Treasury.

The $500 million third tranche has 
a 10-year term to 19 April 2028. The 
notes were priced at 4.375%. This 
represented a 155bps spread to the 
benchmark Treasury.

The notes were used to refinance 
the company’s Pacific term loan B-1 and 
its 2015 term loan facility, which had a 
combined outstanding balance of just 

over $1.5 billion at the end of 2017. The 
notes rank equally with Delta’s existing 
unsecured debt.

Fitch Ratings rated the notes ‘BBB-’ 
and currently rates the airline at ‘BBB-’; 
the corporate rating is unaffected by 
the proposed issuance.

According to Fitch, the transaction 
will continue Delta’s transition from 
secured financing toward unsecured, 
and will free up the collateral 
previously encumbered by the two 
term loans, including Delta’s Pacific 
route rights and certain accounts 
receivable, aircraft and spare engines.

A key ratings driver, according 
to Fitch, is that “Delta’s investment-
grade corporate rating reflects the 
company’s modest leverage, its ability 
to consistently generate positive and 
sizeable free cash flows, and its market 
position as one of the leading network 

carriers in the US”. 

Airline Unsecured Bond Deal of the Year: 
Delta Air Lines $1.6bn unsecured notes

Borrower/Issuer: Delta Air Lines

Structure: Bond 

Amount: $1.6 billion

Lawyers: White & Case, Kilpatrick 
Townsend & Stockton

Joint Book-Running Managers: 
BNP Paribas, Credit Suisse, 
Deutsche Bank Securities, Fifth 
Third Securities, Morgan Stanley, 
Wells Fargo Securities, Barclays, 
BBVA, BofA Merrill Lynch, Citigroup, 
Goldman Sachs, ICBC Standard 
Bank, J.P. Morgan, PNC Capital 
Markets, SMBC Nikko,  Standard 
Chartered Bank and US Bancorp

Co-managers: Credit Agricole, 
Natixis, Siebert Cisneros Shank and 
The Williams Capital Group

Date mandated: 17 April 2018

Date closed: 25 April 2018
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The GECAS 2018-1 transaction 
brought a new development into 

the asset-backed securitisation (ABS) 
market last year: the first aircraft ABS 
transaction to utilise a 144A Tradeable 
E-Note.

In STARR 2018-1, an affiliate of GECAS 
retained a small minority percentage 
of the equity.The structuring agent 
said it was a game changer because 
the transaction was sold down to the 
E-notes. The structure has transformed 
the E-note market by expanding 
the traditional E-note buyer base to 
institutional investors of all sizes to 
participate in the space with enhanced 
liquidity and significantly improved 
transparency on the performance of the 
underlying transaction. 

The structure, which is repeatable, 
also allows investors to purchase both 
the debt and equity in a deal. 

In STARR 2018-1, the $430 million 
series A notes carry an interest rate 
of 4.089% and an initial loan-to-value 

(LTV) of 61.8%. The $120 million series 
B notes have an interest rate of 5.315% 
and an initial LTV of 79.1%, while the 
$36.9 million series C notes have an 
interest rate of 6.899% with an initial 
LTV of 84.4%.

Proceeds from the sale of the notes 
were used to acquire 24 aircraft (23 
narrowbodies and one widebody) on 
lease to 16 lessees. The initial weighted 
average aircraft age of the portfolio 
was approximately 7.7 years, with a 
weighted average remaining lease term 
of approximately 4.5 years.

GECAS is the servicer for the 
transaction, which is the 11th 
securitisation serviced by the lessor.

Oz Management serves as the asset 

manager for equity investors. 

ABS Deal of the Year: GECAS STARR 2018-1 
$687m for 24 aircraft ABS

Borrower/Issuer: START Ltd and 
START USA LLC

Structure: Asset-Backed 
Securitisation

Amount: $687 million

Collateral: 24 aircraft

Lead bookrunners/Structuring 
agents:  
Citi, Deutsche Bank

Liquidity provider: Natixis

Equity provider: Och-Ziff 
Management

Lessor: GECAS as servicer and 
manager

Rating Agencies: KBRA, Standard 
& Poor’s

Lawyers: A&L Goodbody, Clifford 
Chance, Conyers Dill & Pearman, 
Milbank LLP, Vedder Price

Date closed: 26 June 2018

While no one anticipated Airbus 
and Bombardier announcing a 

CSeries partnership in October 2017, the 
proposed Boeing-Embraer joint venture 
had been a rumour for most of the first 
half of 2018. 

Boeing dismissed the Airbus-
Bombardier tie-up but news emerged 
rapidly they were engaged in talks with 
the Brazilian manufacturer.

The US and Brazilian manufacturers 
announced a Memorandum of 
Understanding in July 2018 for a 
strategic partnership: Boeing will hold 
80% of a joint venture for Embraer’s 
commercial aircraft operations for 
$4.2 billion, and Embraer will own the 
remaining 20%. 

The companies have also agreed to 
the terms of another joint venture (JV) 
to promote and develop new markets 
for the multi-mission medium airlift KC-
390. Under the terms of this proposed 

partnership, Embraer will own a 51% 
stake in the JV, with Boeing owning the 
remainder.

The partnership aims to generate 
$150 million in synergies by the third 
year and add to Boeing’s earnings per 
share from 2020. 

The closing of the transaction is 
subject to shareholder and regulatory 
approvals. The transaction is expected 

to close by the end of 2019. Boeing will 
control the new company, which will be 
managed from Brazil. Heading the joint 
venture is John Slattery, the president 
and CEO of Embraer Commercial 
Aviation and executive vice-president 
of Embraer. He was named president 
and chief executive officer (CEO) for the 
commercial aviation and services joint 

venture between Boeing and Embraer. 

News Event of the Year: Boeing-Embraer Partnership

The GECAS STARR 2018-1 deal team

The Boeing-Embraer team, winners of the News Event of the year award 
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Airfinance Journal selects its Airline 
of the Year on a 100% objective 

and quantitative basis using data from 
The Airline Analyst. The parameter 
used is Return on Total Capital (EBIT/
Average of Adjusted Net Debt and 
Equity) which clearly conveys the airline 
that had the most success during the 
year in generating returns not just on 
its capital but also its resources such as 

aircraft and staff. The winner for 2018 
is Southwest Airlines which generated 
a phenomenal 27.6% Return on Total 
Capital. Runner-up was IAG and third-
placed was Ryanair.

Southwest’s performance was driven 
by an EBITDAR Margin of 20.2% and an 
EBIT of $3.1 billion. Unit costs ex-fuel 
declined 0.4% and the RASM-CASM 
margin was a highly creditable 1.9 

cents. Leverage (Adjusted Net Debt/
EBITDAR) was an extremely low 0.22x, 
more than fitting for its Investment 
Grade Status. Return on Assets was 12%, 
significantly higher than its US peers. 
During the year it returned $2.3 billion 
to shareholders in the form of stock buy-
backs and dividends.

Southwest Airlines is a deserving 

winner of this award for 2018. 

Airline of the Year: Southwest Airlines

The transaction was described as 
a groundbreaking 144A tradeable 

E-note ABS for Air Lease. This 
innovative structure has transformed 
the aircraft ABS market into an 
investible and tradeable asset class 
for a broader set of both equity and 
credit buyers.

The collateral comprise a mix of 
narrowbody and widebody aircraft 
that had an average age of eight 
years (as of April 2018) and were 
leased to 16 lessees. 

The Thunderbolt II ABS included 
issuing $450 million of debt and 
$215 million of equity, each issued 
pursuant to Rule 144A. 

The structure included two series 
of fixed rate notes and equity in 
the form of Aircraft Portfolio Shares 
(APS), comprised of 90% Global 
Aircraft Portfolio Shares (GAPS) and 
10% Certificated Aircraft Portfolio 
Shares (CAPS).  The CAPS were 
purchased by an investment vehicle 
controlled by ITE Management, 
and ALC retained 5% of the equity 
as planned. Ryan McKenna, ALC’s 

head of strategic planning said at the 
time that there were 56 orders and 
oversubscription across all the three 
classes of securities, highlighted by 
23 unique investors and 6.7 times 
oversubscription for the equity.

The transaction was the one of the 
largest aviation ABS marketing efforts 
in history comprising a four-week 
non-deal roadshow canvassing 60 
investors across 21 cities.

Final pricing was seven basis 
points (bps) tighter than initial price 
talk for the A Notes, 37.5bps tighter 
for the B Notes and 100bps tighter 
for the GAPS. Thunderbolt II was the 
first Deal to use a Passive Foreign 
Investment Company (PFIC) tax 
structure that facilitates off-shore 
ownership and removes tax related 
transfer restrictions, with the goal of 
further broadening distribution and 
secondary market liquidity.

The transaction used the 
DealVector platform to share more 
detailed models with investors in an 
effort to increase transparency and 
facilitate investor analysis. 

Overall Capital Markets Deal of the Year: Air Lease 
Corp. TBOLT II $450m ABS for 18 aircraft

Borrower/Issuer: Thunderbolt 
II Aircraft Lease Limited and 
Thunderbolt II Aircraft Lease US 
LLC

Structure: Asset-Backed 
Securitisation

Amount: $450 million

Global Coordinator, Joint Lead 
Structuring Agent and Joint Lead 
Bookrunner (equity and debt): 
Bank of America Merrill Lynch

Joint Lead Structuring Agent and 
Joint Lead Bookrunner (equity 
and debt): Mizuho Securities, 
Goldman Sachs & Co

Joint Lead Bookrunner (equity 
and debt): Citigroup

Joint Lead Bookrunners (debt):  
BNP Paribas, MUFG

Rating Agency: KBRA

Lawyers: A&L Goodbody, Hughes 
Hubbard & Reed, Milbank LLP, 
Vedder Price, Walkers

Date closed: 1 July 2018

The ALC TBOLT II deal team
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ULCC Spirit Airlines closed a $160 
million pre-delivery payment (PDP) 

revolving facility, related to 43 Airbus 
A320neo aircraft in October 2018.

According to its fleet plan, the ULCC 
has 14 A320neo deliveries this year, 
five were planned for the first quarter of 
2019, three in the third quarter and the 
remaining six in the final quarter.

In 2020 Spirit is due to take 16 new 
A320neo aircraft. The A320neo aircraft 
are scheduled to be delivered through 
December 2021.

The facility is traditionally secured 
by the collateral assignment of certain 
of Spirit’s rights under its purchase 
agreement with Airbus. The facility was 
innovative as it allows the borrower 
draw down and repayment flexibility. As 
direct borrower, Spirit is free to decide 
how much it wants to draw, repay or 

redraw on a monthly basis, subject 
only to pre-agreed maximum amounts 
as determined by the aggregate PDP 
payments made by Spirit to Airbus 
across all 43 aircraft under the facility. 

The PDPs paid in by Spirit serve 
essentially as the borrowing base for 
the facility. In other words, unlike in 
traditional PDP financings, Spirit makes 
100% of the PDP payments due directly 
to Airbus from its own cash first and 
subsequently decides how much it 
wishes to refinance with full flexibility to 
adjust on a monthly basis.

Despite the complexity of the 
structure, size of the facility and large 
number of aircraft involved, the facility 
was closed in record time (four weeks 
from signing of the term sheet in 
early October to closing at the end of 

October). 

Innovative Deal of the Year: Spirit Airlines 
$160m PDP financing for 43 A320neo

Borrower: Spirit Airlines

Structure: Revolver credit facility 
secured by Pre-delivery payment 
financing

Amount: $160 million

Collateral: 43 Airbus A320neo 
aircraft

Banks: Crédit Agricole and Nord/LB 
as co-lead arrangers

Arranger and adviser: SkyWorks

Lawyers: Debevoise & Plimpton,  
Vedder Price

Date mandated: 1 July 2018

Date closed: 30 October 2018

AirAsia Group entered into 
agreements to dispose of its 

aircraft leasing operations (Asia Aviation 
Capital) to entities managed by BBAM 
for $1.18 billion. 

Under the terms of the agreement, Fly 
Leasing purchased 33 aircraft and seven 
engines, Incline B Aviation (Incline) 
acquired 38 aircraft and seven engines, 
Nomura Babcock and Brown (NBB) 
acquired 13 aircraft. Of the 84-aircraft 
portfolio, 79 aircraft are leased back to 
AirAsia and its affiliates.

Fly and Incline also entered 
agreements to acquire 48 aircraft 
ordered by AirAsia, and took an option 
on a further 50 deliveries.

This transaction was described as 
a ‘game changer’ for Fly Leasing as it 
exposed the lessor to new technology 
aircraft.

Fly completed the acquisition of 33 
used A320s and seven engines on 
lease to AirAsia group airlines in the 
fourth quarter of 2018.

Later this year, Fly will also start the 
second phase of the AirAsia project, 
with the first new-technology aircraft 

to be acquired under purchase and 
leaseback transactions.

Four A320neo deliveries are planned 
for late this year, six in 2020 and the 
final 11 in 2021. All aircraft will be under 
12-year lease terms. As part of the 
transaction, Fly also acquired options 
to purchase up to 20 A320neo-family 
aircraft from AirAsia.

The transaction gave Fly more than 
20% overall exposure to AirAsia group 
airlines but the lessor is looking to 
reduce its exposure.

Fly started to sell some A320’s last 
December and has set a target towards 
a 3.5/1 leverage ratio.

“We’re way ahead of our targets in 
deleveraging following the portfolio 
acquisition and we expect to be down 
very close, all else being equal to be 
very close to three times by the end of 
the year,” says chief executive officer 
Colm Barrington. 

Editor’s Deal of the Year: Fly Leasing & Incline 
84-aircraft portfolio acquisition

Seller: AirAsia

Buyers: Fly Leasing and BBAM

Structure: Portfolio acquisition

Mandated lead arrangers and 
bookrunners:  MUFG, First Abu 
Dhabi Bank

Sell-Side Financial Advisors: BNP 
Paribas, Credit Suisse, RHB

Acquisition Financiers: BNP 
Paribas, Citi, Commonwealth Bank of 
Australia, Deutsche Bank

Lawyers: Clifford Chance, Milbank 
LLP, Vedder Price

Date closed: 28 February 2018

The Spirit Airlines deal team, winners of the Innovative deal of the year award
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ORIX Aviation agreed to pay $2.2 
billion for a 30% stake in fellow 

Dublin-based lessor Avolon in early 
August 2018.

“ORIX is a strong, investment grade 
institution with a proven track record in 
the leasing sector over multiple industry 
cycles,” said Avolon chief executive 
officer Dómhnal Slattery, adding: “We 
will benefit from ORIX’s experience and 
relationships as we continue to build 
Avolon’s financial strength and industry 
franchise.”

As a 30% shareholder in Avolon, ORIX 
will benefit from the Chinese-owned 
lessor’s cash flows and profits. 

James Meyler, who at the time was 
ORIX Aviation deputy chief executive 
officer and ORIX Aviation Hong Kong 
chief executive officer said his company 
will also benefit from the returns made 
from Avolon’s orderbook, but it will not 
be taking any of the orders itself.

 “We’re buying into the business plan 
that Avolon has set out and we want 
Avolon to keep growing, increase in 
value and reach investment grade. That’s 
very much our target for the investment. 

ORIX Aviation will continue to grow by 
its business plan.” Since the purchaser is 
owned by Japanese corporation ORIX, 
one benefit of the deal may be greater 
market share for Avolon in Japan.

“ORIX and Avolon have been strong 
trading partners for the past three or four 
years with 45 aircraft valued at $3 billion 
being traded between both companies,” 
says Meyler.

He adds: “In knowing the Avolon 
business well from our close working 
relationship, we knew there was limited 
overlap in our business models which 
made it a fit.” 

Overall Deal of the Year: ORIX Aviation 
$2.2bn acquisition of 30% stake in Avolon

Structure: M&A

Seller: Bohai Leasing

Buyer: ORIX Aviation

Amount: $2.2 billion

Lawyers: Clifford Chance, Linklaters, 
Maples Group, Milbank LLP, Pillsbury, 
Weil, Gotshal & Manges

Date closed: 5 November 2018

The AirAsia Group wins the Airline 
Treasury Team of the year prize after 

a very busy 2018.
In addition to managing the AirAsia 

Group Berhad group of airlines 
operations, the team handled two major 
aircraft divestment portfolio projects 
from its aircraft leasing business 
(Asia Aviation Capital). The team was 
instrumental and dedicated in closing: 
1. M&A process of project Aladdin, 

or sale of a large portfolio to Fly 
Leasing,

2. M&A process of project Alibaba, or 
sale of a medium size portfolio to 
Castlelake.

Project Aladdin was a major merger 
and acquisition transaction, which also 
represented the first partnership of this 
scale between an aircraft operating 
lessor and an airline. The transaction 
involved existing and future aircraft 
portfolios and engines on lease to 
a diversified group of AirAsia Group 
lessees. In spite of the scale and 
complexity of the transaction, as well 

as time zone differences between 
US and Asia, negotiation and signing 
of transaction documentation was 
completed in four months. The team 
was instrumental in implementing 
the transaction structure, which was 
unique to the transaction. Combination 
of conditional sale and straight sale 
agreements were designed to facilitate 
the entire underlying assets transfer.

The sale of the other 25-aircraft 
portfolio, project Alibaba, was 
completed late in December. Asia 
Aviation Capital entered into a sale and 

purchase agreement with AS Air Lease 
Holdings 5T DAC and AS Air Lease, 
two entities controlled by Castlelake for 
the disposal of Merah Aviation Asset 
Holding, which owned 25 aircraft to 
be leased to AirAsia Berhad for an 
aggregate consideration of $768 million.

The AirAsia team was concurrently 
coordinating with four banks (BNP 
Paribas, Citibank, Commonwealth 
Bank of Australia and Deutsche Bank), 
to arrange the financing in support 
of eventual buyer’s acquisition of the 
underlying aircraft portfolio. 

Airline Treasury Team of the Year: AirAsia

AFJ’s judge Andrew Lockhart with the AirAsia team

The ORIX Aviation/Avolon deal team, collecting their award
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BOC Aviation wins this year’s Lessor 
Treasury Team of the year award 

after an impressive 12-month period.
In 2018 the Singapore-based lessor 

was active in the loan and bond markets, 
raising over $2.7 billion in unsecured 
funding.

BOC Aviation continued to tap the 
capital markets and raised $1.7 billion 
through five issuances with different 
terms under its $10 billion ‘Global 
Medium Term Note’ programme. 

Issuances of $300 million, $500 
million and $90 million had five-year 
terms, one $500 million issuance had 
a three-year term and the lessor also 
issued $350 million of unsecured notes 
with a seven-year term.

The May 2018 $350 million floating 
rate transaction achieved a new 
benchmark: the transaction was the 
lessor’s inaugural seven-year floating 

rate notes, the first out of Asia in over 
two decades, as well as from the global 
aircraft lessor space.

Demand peaked in excess of $3 billion 
(or oversubscription ratio of 8.6x) before 
pricing from more than 190 accounts at 
final price guidance, which represented a 
record high for BOC Aviation.

In 2018, The BOC Aviation treasury 
team also raised $1 billion from loan 
markets, including a new benchmark 
$750 million term loan that was un-
utilised at 31 December 2018 and is 
available for 2019. 

BOC Aviation has steadily reduced its 
secured debt over the past few years. At 
the end of 2018 that debt was composed 
of 57% from notes issuances in debt 
capital markets, 36% from commercial 
loans and 7% from the export credit 
agencies. The lessor maintained strong 
liquidity with $243 million in total cash 

and short-term deposits, and $3.6 billion 
in undrawn committed credit facilities, as 
of 31 December 2018.

BOC Aviation ended the year with a 
debt to equity ratio of 3.0 times.

The lessor supported a total of 55 
deliveries through ongoing financing 
during the year and finished the year with 
a lending group of over 80 financiers, 
one of the largest in the aircraft leasing 
industry.

Once again, BOC Aviation achieved 
a very attractive overall debt cost in 
2018 at 3.3%, based on the average of 
opening and closing debt. This reflects 
the strength of the credit, the strong 
investment grade ratings, the treasury 
team’s experience and the tapping of 
different markets and tenors in size (total 
raised in 2018 $1.8 billion).

It maintained ‘A-‘ credit ratings from 
S&P Global and Fitch Ratings. 

Lessor Treasury Team of the Year: BOC Aviation

BNP Paribas wins this year’s Aviation 
Finance House of the Year Award 

demonstrating a broad variety of 
transactions, as well as creativity across 
many financing structures. The bank 
particularly seemed to punch above its 
weight in the asset-backed securitisation 
(ABS) and debt capital markets. 

The French bank’s involvement in 
aviation transactions in 2018 totalled 
more than $50 billion. It included more 
than $39 billion of capital markets and 
revolving credit facilities and over $11 
billion of commercial loans.

Last year the bank was involved in 
more than 30 capital markets deals, 17 
revolving credit facilities as well as 51 
aircraft financings and refinancings.

BNP Paribas’ Aviation teams in EMEA, 
Americas and Asia Pacific, were able to 
deliver significant value for their clients 
in a challenging context last year. 

The depth and breadth of the French 
bank’s aviation franchise can be 
summarised as below:

•	 First Aircraft Finance Insurance 
Consortium (AFIC) combined with first 
French tax lease with Royal Air Maroc 
for the financing of their first ever 
Boeing 787-9 and Max 8 aircraft,

•	 Project Aladdin - Sale of AirAsia’s 
aircraft leasing operations to Fly 
Leasing as advisor and lender,

•	 Project Melville - $3 billion secured 
term loan combined with $1 billion 
unsecured revolving credit facility, 
involving 135 aircraft on lease with 
67 lessees,

•	 Sole non-AFIC non-sovereign-
guaranteed aircraft financing 
(through commercial Jolco) in 2018 
for Turkish Airlines,

•	 Virgin Atlantic’s first ever revolving 
credit facility,

•	 Arranger/bookrunner in five 
Asset-backed securitisations (ABS) 
transactions (Sapphire Aviation, 
CLAS 2018-1, TBOLT 2018-A, HORZN 
2018-1, CARGO 2018-1), 

•	 Goshawk’s Schuldschein issuance,

•	 Goshawk TLA financing for 
the acquisition of SKY Leasing 
International, and

•	 Long term debt commitment for Novus 
Aviation Capital’s first ever direct order 
from Boeing for four 777-300ERs. 

Aviation Finance House of the Year: BNP Paribas

The BNP Paribas team, winners of the Aviation Finance House of the year award
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Avolon made the headlines in early 
2018 because its parent company, 

the HNA Group, had been trying to 
liquidate assets and raise capital in a 
bid to reduce an estimated $94 billion 
of debt.

Despite the problems at the parent 
level the Dublin-based lessor pushed 
ahead. 

However the ORIX Aviation 
acquisition of a 30% stake in Avolon, 
was a turning point.

Since then it has been a smooth 
road and this is a testament to its chief 
executive officer Domnhal Slattery and 
his team.

Avolon, which is owned by HNA unit 
Bohai Capital, had a robust year in 2018.

It executed a total of 153 lease 
transactions, comprising new aircraft 
leases, second leases and lease 
extensions, plus 130 sale agreements. 
The lessor delivered 61 new aircraft 
including 28 transitions to 30 customers. 

“Avolon enters 2019 following another 
strong quarter and full year. We now 
have a portfolio-offering that is focused 
exclusively on young, modern, new 
technology and fuel efficient single and 
twin aisle aircraft types,” said Slattery.

The lessor made the headlines at 
the end of the year with a 100 Airbus 

A320neo family aircraft order, including 
75 A320neos and 25 A321neos. 
Deliveries are scheduled from 2023 
onwards.

The announcement made Avolon 
Airbus’ largest lessor customer by 
size of backlog. At 31 December 2018, 
Avolon had over 220 single-aisle and 45 
twin-aisle aircraft on backlog.

“Our recently announced Airbus 
order provides us with locked-in growth 
for the medium-term, helping us support 
the fleet requirements of our airline 
customers around the world,” said 
Slattery.

During the year Avolon raised $4.2 
billion of debt (excluding its Sapphire 
ABS transaction) including $1.5 billion of 
senior unsecured notes and $1.3 billion 
of warehouse and other revolving credit 
capacity. It had total revolving debt 
facilities of $4.2 billion at 31 December 
2018.

“Our business continues to deliver 
strong results and our financial 
strength, coupled with our increasingly 
unencumbered asset base and 
diversified shareholder base, positions 
us well to achieve an investment grade 
rating,” said Slattery. 

Lessor of the Year: Avolon
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Robert Korn and Bill Hoffman have 
been the architects of the rise of 

Apollo Aviation Group (now Carlyle 
Aviation Partners) since its inception in 
2002.

The company they co-founded has 
grown from a mid-life trading company to 
a very active operating lessor.

The lessor’s trajectory has further 
accelerated over the past 18 months.

Hoffman and Korn took full control of 
Apollo at the end of 2017.

In October 2018 the Carlyle Group 
agreed to acquire 100% of Apollo from 
its owners Korn and Hoffman. The 
transaction closed on 19 December.

Apollo became a new business line, 
operating as Carlyle Aviation Partners, 
within Carlyle’s global credit segment. 

The acquisition allows Carlyle’s global 
credit platform to offer long-duration 
exposure to commercial aviation markets 
through a variety of credit, equity and 
structured finance instruments.

As of January 2019, Carlyle Aviation 
Partners had total assets under 
management of $5.6 billion, with over 80 
employees and offices in the US, Ireland 

and Singapore. Its portfolio included 246 
aircraft owned, managed or committed to 
purchase with 107 airlines lessees in 57 
countries.

Carlyle co-chief executive officer 
Kewsong Lee said: “This corporate 
acquisition expands Carlyle’s Global 
Credit capabilities, particularly in the 
growing asset-based credit market. 
Apollo Aviation Group is a scalable 
platform with strong growth prospects 
given its 16-year history and track record 
of performance.”

Hoffman said: “The Carlyle Group 
has demonstrated itself to be one of 
the leading alternative asset managers 
worldwide and Robert and I couldn’t 
think of a better home for the business 

we’ve built over the past 16 years.”
“Joining forces with The Carlyle 

Group allows us to continue to support 
our airline customers and play an even 
greater strategic role in the aviation 
sector,” said Korn.

Independently of the ownership 
change the company had an impressive 
year. According to Airfinance Journal’s 
Fleet Tracker, the company was the most 
active buyer in 2018 with a total of 83 
aircraft for an estimated $1.6 billion by 
market value. 

In 2018, the company also launched 
two asset-backed securitisations AASET 
2018-1 and AASET 2018-2 with proceeds 
exceeding $1 billion. The refinancings 
involved about 60 mid-life aircraft. 

Aviation Finance Persons of the Year: Robert Korn 
and Bill Hoffman (Carlyle Aviation Partners)

Richard (Dick) Forsberg retired as head 
of strategy at Avolon in March 2019, 

the culmination of almost 50 years of 
continuous experience in the commercial 
aviation industry. 

During that time, he has held a variety 
of positions with airlines, operating 
lessors, arrangers and capital providers 
in areas that include business strategy, 
industry analysis, forecasting, asset 
valuation, portfolio risk management and 
airline credit assessment.

Forsberg began his career in the UK’s 
national and independent airlines of the 
1970s and ‘80s, in roles covering market 
analysis and forecasting, network and 
fleet planning, strategic planning and 
operations. This experience developed a 
firm grounding in airline economics and 
strategy that has been leveraged over 
the subsequent 30 years in the aircraft 
leasing, financing and arranger sectors.

He joined Guinness Peat Aviation 
(GPA), at that time the largest of the 
nascent aircraft lessors that was 
regarded as a pioneer of the industry. 

Following GPA’s acquisition by General 
Electric, he remained with GECAS for the 

next six years, primarily supporting the 
development of its risk management and 
strategy activities.

In 1999, he re-connected with 
Dómhnal Slattery, previously a colleague 
in GPA, at IAMG, a boutique aviation 
advisory and arranger business that was 
acquired by the Royal Bank of Scotland 
in 2001 and became the nucleus of RBS 
Aviation Capital. As a founding executive 
and head of risk at RBS Aviation Capital, 
he shaped the investment strategy and 
risk management framework for what 
quickly grew into the world’s third largest 
aircraft lessor. While in GPA and IAMG 
Forsberg successfully advised airlines on 
their fleet strategy, which subsequently 
led to aircraft orders.

At RBS Aviation Capital he created the 
relative equity model and residual value 
model. He played a significant role in 
defining a capital allocation strategy for 
the bank’s aircraft leasing business.

In 2010, he left RBS Aviation Capital to 
launch Avolon with a small group of close 
colleagues, leading the development 
of Avolon’s strategic direction and risk 
management processes. There Forsberg 

worked closely with investors, financiers, 
OEMs, ratings agencies and other key 
stakeholders to establish Avolon’s brand 
and business credentials. He prepared 
industry analysis and trends for investors, 
financiers and rating agencies required 
by the IPO process, which resulted in 
a successful floating on the New York 
Stock Exchange in 2014.

He also led the lessor’s Thought 
Leadership activities, publishing 
numerous White Papers (‘Buckle up-
2019’ is the latest paper) and developing 
narratives on topics and issues affecting 
the industry.  Forsberg is currently 
serving on the ISTAT Appraisers 
International Board of Governors. 

Lifetime Achievement Award: Dick Forsberg

Robert KornBill Hoffman

Dick Forsberg
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Shanghai-headquartered Spring 
Airlines wins the top-rated Chinese 

airline award for the second consecutive 
year after showcasing stellar financial 
performance.

Spring was the first low-cost carrier 
(LCC) in China. It was launched in 2005 
and closed its initial public offering in 
January 2015. As of 24 May 2019, the 
airline had a market capitalization of 
RMB38.5 billion ($5.6 billion). Its fleet size 
numbers 86 Airbus A320 aircraft with an 
average age of 4.8 years. Load factor has 
been above 90% since 2010. The budget 
carrier serves 100 destinations.

Spring has outstanding orders for 39 
A320neos and 15 larger A321neos.

The airline has a subsidiary in 
Japan, Spring Airlines Japan, which 
is based at Tokyo Narita. It was 
the first Chinese airline to raise a 
Japanese affiliate. Spring partnered 
with Japanese investors in 2011 to 
establish the Japanese LCC with a 
33% stake. With JPY1.5 billion in equity 
capital, Spring Japan received its air 
operator’s certificate in December 2013. 
The remainder of the airline’s capital 
was provided by Japanese financial 
institutions, IT enterprises and trading 

companies. Although its Chinese parent 
is an all-Airbus operator, Spring Japan 
operates 737 aircraft exclusively. That 
decision was made because of Boeing’s 
greater popularity in Japan and related 
relative ease of finding 737 cockpit 
crew (most of Spring Japan’s pilots 
are former JAL pilots). Spring Japan’s 
current operating fleet comprises six 
Boeing 737-800s. Unlike its ultra-low-
cost parent, the Japanese affiliate offers 
12 premium seats in the front.

Last year was very successful for 
Spring Airlines. Despite higher fuel costs 
and a weaker RMB, Spring posted a 
2018 net profit of RMB1.5 billion ($220 
million), up 19.1% from RMB1.26 billion 
the previous year. Total operating 
income increased 19.4% year on year, 

to RMB13.1 billion, while operating costs 
increased 22.9% to RMB11.8 billion, with 
fuel accounting for 33.8% of that figure. 
Excluding fuel, costs decreased 1.3% as 
a result of “improvements in major cost 
items”.

This year started well, too. In the 
first quarter, Spring posted a profit of 
RMB475 million, up 23.1% year on year. 
This was achieved on 12.7% growth in 
operating revenue, to RMB 3.6 billion, 
and EBITDA of RMB702 million.

Due to the airline’s high ratings 
across five parameters – average fleet 
age, EBITDA margin, fixed charge 
cover, liquidity and leverage – Spring 
Airlines is the top-rated Chinese airline 
in Airfinance Journal’s Financial Ratings 
for 2018. 

Airline of the Year: Spring Airlines

Based on a RMB-denominated 
operating lease for eight Boeing 737-

800s between CCB Financial Leasing 
and Xiamen Airlines, CCB drafted a 
two-tranche mortgage loan with two 
different currencies (RMB and USD) 
together with China Ex-Im Bank’s Tianjin 
branch. One tranche is an amortised loan 
in RMB to match the RMB rent, while the 
other is a balloon loan in USD to match 

the USD residual value. This was the first 
aircraft mortgage loan in China using 
two currencies in two tranches for one 
aircraft.

CCB Financial Leasing was set up on 
26 December, 2007. As a non-financial 
institution, CCB Financial Leasing is 
a wholly-owned subsidiary of China 
Construction Bank, with a registered 
capital of RMB8 billion ($1.1 billion).

Its business covers financing, leasing, 
assignment and acceptance of finance 

lease assets, investment in fixed 
income securities, lessees’ security 
deposit acceptance, inter-bank lending, 
financial institution borrowing, offshore 
borrowing, sales and disposal of lease 
assets, economic consultancy and 
other business approved by Chinese 
regulator CBRC. Total assets for CCB at 
31 December 2018 were RMB147 billion, 
while net profit and net asset value 
were RMB1.3 billion and RMB14.5 billion, 
respectively. 

Best Domestic Financing: CCB Leasing SPV for eight 737-800s

Borrower/issuer: A CCB Financial 
Leasing SPV in Tianjin Dongjiang 
Free Trade Zone

Structure: Mortgage loan with two 
currencies in two tranches 

Asset Financed: Eight Boeing 737-
800s

Lawyers (and roles): RuiBai as 
lender’s legal counsel, CCB Financial 
Leasing used in-house lawyer

Banks (and roles including overall 
arranger): China Ex-Im Bank, Tianjin 
Branch

Date closed: 31/01/2018

Spring Airlines, collecting their award from AFJ’s managing director Laura Mueller

The CCB Leasing deal team, collecting their award from AFJ’s managing director Laura Mueller
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Natixis, Bank of Communications 
and Mega Bank co-arranged and 

co-funded Minsheng Financial Leasing’s 
pre-delivery payments (PDPs) for eight 
Boeing 737 Max 8 aircraft.

The initial purchase agreement was 
signed onshore in China between 
Boeing and Minsheng, but the novation-
out and financing took place offshore, 

in this case via an SPV in the Cayman 
Islands. As there is recourse back to 
Minsheng, this transaction is one of 
very few, if not the only, PDP transaction 
where the recourse is via a put option.

The initial purchase agreement was 
signed onshore, but the forward sale is 
to an offshore entity, Minsheng’s HK  
platform. 

Best Cross-Border Financing: Minsheng 
syndicated PDP for eight 737 Max 8s

Haitong UT Leasing HK Limited is a 
wholly owned subsidiary of Haitong 

UniTrust International Leasing. In January 
2014, Haitong Securities, through its 
wholly owned subsidiary, Haitong 
International Holdings, completed 
the acquisition of Haitong UniTrust, 
setting a precedent in mainland China 
for acquisition of a financial leasing 
enterprise by a securities house. Haitong 
UT Leasing HK Limited was subsequently 
established in Hong Kong for conducting 
international leasing businesses, 
including aircraft leasing and financing.

At the end of 2018, the registered 
capital of Haitong UniTrust reached 
RMB7 billion and its domestic credit 
rating was AAA (stable outlook). Its 
total assets exceeded RMB80 billion of 
which net assets accounted for more 
than RMB12 billion. It has over 1,400 
employees providing services to a large 
client base in more than 400 cities in 
mainland China. 

Haitong UniTrust has grown into a 
leading financial leasing company. Its 
parent company, Haitong Securities, 
is a Chinese state-owned financial 
conglomerate with total assets 
exceeding RMB 570 billion at the end 
of 2018.

Headquartered in Shanghai, Haitong 
UniTrust has branches and subsidiaries 

in 26 provinces in mainland China. Its 
businesses span multiple fields, including 
industrial equipment, transportation 
and logistics, building and construction, 
healthcare, consumer financing. Fully 
combining its finance lease business 
with capital market resources within 
Haitong group, Haitong Unitrust is 

capable of providing comprehensive 
one-shop “investment banking + direct 
investment + leasing” financial services 
to customers. The listing of Haitong 
UniTrust on the Hong Kong Exchange 
has further enhanced its capital market 
strength to support further growth in 
aviation and other businesses. 

Best New Leasing Entrant: Haitong UT Leasing 

Borrower/issuer: Cayman orphan 
SPV managed by Minsheng Financial 
Leasing’s Hong Kong subsidiary

Structure: Cross-border syndicated 
PDP financing 

Asset Financed: Eight Boeing 737 
Max 8s 

Lawyers (and roles): King & Wood 
Mallesons (Hong Kong): Lead, 
English law counsel for Minsheng 
Financial Leasing and Hong Kong 
deal counsel Clifford Chance 
(Singapore): English law counsel 
to financiers Mourant Ozannes: 
Cayman counsel

Banks (and roles including 
overall arranger): Natixis, Bank of 
Communications and Mega Bank 

Date closed: 22/03/2018
The Minsheng team, winners of the Best Cross-Boarder Financing of the year award

Haitong UT Leasing, collecting their award from AFJ’s managing director Laura Mueller
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SpiceJet engaged Industrial and 
Commercial Bank of China Financial 

Leasing (ICBCFL) to enter into a sale and 
leaseback transaction for four Boeing 
737 Max 8 aircraft. 

As part of the deal, SpiceJet also 
sought pre-delivery payment (PDP) 
financing support from an Ireland-
incorporated affiliate of ICBCFL for the 
portfolio. The first SpiceJet 737 Max 8 

delivery from this deal occurred on 27 
September 2018 and the last of the four 
was delivered on 22 December 2018. 

The PDP financing provided by 
ICBCFL was approximately $60 million, 
with a tenor of 1-1.5 years. 

Long-term financing of approximately 
$170 million covering, inter alia, the four 
737 Max 8 aircraft, was provided by 
HSBC. 

Best Operating Lease: ICBC Leasing PDP, 
loan and SLB for four SpiceJet 737 Max 8s

Borrower/issuer: SpiceJet

Structure: PDP financing, 
commercial Loan and sale and 
leaseback 

Asset Financed: Four Boeing 737  
Max 8s

Lawyers (and role):

For ICBCFL: Lead English Counsel: 
Bryan Cave Leighton Paisner LLP 
(Hong Kong), Indian Counsel: Wadia 
Ghandy and Co., Irish Counsel: A&L 
Goodbody

For Spicejet: Represented by its 
in-house legal team and led by 
Chandan Sand (General Counsel)

For HSBC: Lead counsel: Allen 
& Overy LLP, (Shanghai, China), 
Indian counsel: AZB & Partners, Irish 
Counsel: Arthur Cox

Banks (and roles including overall 
arranger): HSBC as facility agent/
security trustee/arranger

Date closed: 22/12/2018

Chinese lessors have shown a strong 
appetite for combining French tax 

lease financing with domestic PRC 
sublease structuring to obtain secured 
debt financing for new aircraft.

In this deal, ICBC Finacial Leasing 
(ICBCFL) sought secured debt financing 
for 12 aircraft leased to China Southern 
Airlines (CSA) using a French tax lease 
structure, highlighting how the French 
tax lease is capable of adapting to 
change and pushing the boundaries of 
traditional tax lease financings.

Special purpose vehicles (SPVs) 
incorporated in France are the legal 
owners and borrowers under the 
commercial loan. They then lease 
the aircraft to PRC SPVs incorporated 

in Tianjin under a French tax lease 
structure.

This structure derives a combination 
of financial benefits from local French 
tax laws and depreciation allowances 
gained from French SPVs’ ownership 
in aircraft. Tax rebates on interest-
withholding taxes paid on loan interest 
payments between a Tianjin SPV and a 
French SPV also allows for significant 
savings to overall financing costs. The 
Tianjin SPVs sub-lease the aircraft to 
CSA. In this structure, CSA would not be 
obliged to pay withholding tax given the 
onshore nature of the sub-lease and this 
structure further enabled ICBCFL and 
CSA to continue to benefit from certain 
PRC tax credit/rebate benefits. 

Best Finance Lease: ICBC Leasing French 
tax lease for 12 aircraft

Borrower/issuer: One French SPV (a 
subsidiary of BPCE) for one aircraft 

Structure: French tax lease financing 
structure

Asset Financed: Three Boeing 737 
Max 8s & five Airbus A320neos & 
four 737- 800NGs

Lawyers (and role):  
For ICBC Aviation Leasing: Lead 
English Law Counsel: Bryan Cave 
Leighton Paisner LLP (Hong Kong); 
PRC Counsel: Han Kun Law Offices

For borrower/lender: Lead English 
Law Counsel: Norton Rose Fulbright 
(Paris); PRC counsel: JunZeJun Law 
Offices; US counsel: Davis Wright 
Tremaine

For Lessee (China Southern 
Airlines): PRC Counsel: King & Wood 
Mallesons (PRC)

Banks (and roles including overall 
arranger): Natixis, Landesbank 
Hessen-Thuringen Girozentrale and 
BPCE as lenders; Natixis as facility 
agent and security trustee

Date closed: 13/08/2018 The ICBC Leasing deal team, winners of the Best Finance Lease of the year award

ICBC Leasing deal team, collecting their award from AFJ’s managing director Laura Mueller
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This deal was a JPY10 billion ($90 
million) three-year unsecured 

Samurai term loan with a cross-
currency swap with CMB Financial 
Leasing as parent via a Keepwell deed.

The deal was the first of its kind for 
CMB Financial Leasing, reflecting the 
lessor’s increased range of financing 
options and its ability to choose 

between asset-based borrowing and 
corporate borrowing at competitive 
rates with diversified investors.

The deal illustrates the savviness 
of Chinese lessors, particularly 
their ability to tap foreign currency 
funding options to meet their USD 
funding requirements, and couple 

such funding with complex cross-
currency derivatives in order to remain 
FX neutral despite foreign currency 
funding. Japan’s MUFG Bank acted 
as original lender, agent and arranger, 
while Milbank acted as legal agent for 
the borrower and B&M as legal counsel 
for the finance parties. 

Innovative Deal of the Year: Three-year unsecured 
Samurai term loan with cross currency swap

Borrower/issuer: CMB International 
Leasing Management

Structure: Unsecured Samurai term 
loan

Financing tenor: Three years 
Lawyers (and role): Milbank acted 
for the borrower, B&M acted for the 
finance parties

Banks (and roles including overall 
arranger): MUFG Bank as original 
lender, agent and arranger

Date closed: 10/12/2018

At the age of 32, Ms. Jing Wang 
is the deputy head of the non-

RMB financing department of Bank 
of Communications Financial Leasing 
(Bocomm Leasing), which is a wholly-
owned subsidiary of the Bank of 
Communications.

Bocomm Leasing, established in 
2007, has grown to be one of the 
largest leasing houses as well as one of 
the top aviation lessors in China. 

To support the rapid growth of 
Bocomm Leasing’s multi-billion-dollar 
non-RMB business, Wang has leveraged 
her expertise across a variety of 
financing products while supervising 
the daily operation of the company’s 
offshore treasury centre in Hong Kong.

Wang is responsible for the 
company’s aviation and shipping asset 
financing. She has experience across 
diverse structures including Japanese 
operating lease with call option, 
French tax lease, export credit agency 
financing, portfolio financing and others.

In 2017, she closed the company’s 

first French tax lease transaction, 
which financed deliveries of seven 
Boeing 737s on lease to Hainan Airlines 
and Kunming Airlines. The deal has 
incorporated flexibility accommodating 
US Ex-Im support. In 2018, with US 
Ex-Im not being forthcoming, the debt 
was restructured from export credit 
financing to a commercial debt loan. As 
arguably one of the first French leases 
into PRC SPC being refinanced, the 

deal was awarded “2018 Restructuring 
Deal of the Year” by Airfinance Journal. 
Wang oversees the company’s capital 
market financing activities. Since joining 
the company in 2015, she has handled 
seven bond offerings with combined 
notional amount of $7.5 billion.

In 2016, she participated in the 
company’s first offshore asset-backed 
securities issuance, the back-leveraging 
of seven aircraft. 

Young Person in Chinese Aviation Finance: 
Wang Jing, Bocomm Leasing

Wang Jing, accepting her award from AFJ’s managing director Laura Mueller

The CMB International Leasing Management team, winners of the Innovative deal of the year award

Airfinance Journal China Awards   2018
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CDB Aviation is a full-service aircraft 
leasing platform with a global 

footprint. Since the appointment of 
Peter Chang as chief executive officer 
in January 2017, the company has 
been rapidly accelerating its business 
to support the continued growth of its 
leasing platform.

CDB Aviation was chosen as Chinese 
lessor of the year for its outstanding 
performance in 2018. That year, the 
company executed a record 107 
aircraft transactions, including lease 
transactions for 62 aircraft with 22 
customers, agreements to sell 17 
aircraft and acquire 28 aircraft and the 
acquisition of 42 aircraft on operating 
lease, representing more than 20% 
growth by number of aircraft in the fleet 
at the start of 2018.

During the year, CDB Aviation signed 
financing transactions worth $3.2 billion. 
It ended the year with 104 employees, 
adding 36 new members of staff 
members in 2018, as well as nine new 
airline customers.

CDB Aviation is wholly owned by 
China Development Bank Financial 
Leasing, a 30-plusyear-old leasing 
company listed on the Hong Kong Stock 
Exchange. Its parent is the dedicated 
leasing arm of China Development Bank 

and enjoys Chinese sovereign credit 
rating (A1 / A / A+), one of the highest 
international credit ratings among 
Chinese financial institutions and the 
highest rating among all aviation lessors.

CDB Aviation prides itself in providing 
innovative and comprehensive aircraft 
fleet financing solutions to airlines in 
all key markets of the world, delivering 
a competitive cost of funding and an 
unrivalled customer-oriented, full-
service approach that is focused on 
execution and is rooted in the culture of 
competency.

“This past year’s growth is evidence 
of the strength and scale of our 
platform, as well as demonstrates our 
unwavering commitment to execution, 
through a combination of following our 
business model, opportunities with the 
manufacturers – a relationship we prize 
very highly, and strong relationships with 
the airlines,” says Peter Chang.

“When CDB Aviation receives 
recognition for our performance – it is 
a reflection of a true team effort. I am 
very proud of our team of industry’s 
best-in-class professionals who are 
the backbone of CDB Aviation as that 
is what has and will continue to move 
us forward to succeed both in China 
– where are roots are – and across 

all global markets where we now are 
present,” he adds.

“2018 was another benchmark year 
for CDB Aviation, setting an all-time 
record for activity across the many 
facets of our fast-evolving business. 
This past year’s growth is evidence 
of the strength and scale of our 
platform, as well as demonstrates our 
unwavering commitment to execution, 
through a combination of following our 
business model, opportunities with the 
manufacturers – a relationship we prize 
very highly, and strong relationships 
with the airlines,” concludes Chang. 

Chinese Lessor of the Year: CDB Aviation

This is a $1.34 billion sidecar structure 
secured by a seed aircraft portfolio, 

as well as new deliveries and additional 
assets. The vehicle has been capitalized 
through debt, mezzanine capital and 
equity across several jurisdictions.

As part of the structure, CALC set-up 
China Aircraft Global Limited (CAG), 
a joint venture aircraft co-investment 
vehicle with a number of co-investors.

CALC then agreed to sell aircraft 
(and in the future to refer future sale 
opportunities) to the joint venture 
vehicle and to act, through its subsidiary, 
as servicer to the portfolio.

The $1.34 billion facility comprises 
$95 million of equity provided by 
CALC and $380 million of mezzanine 
capital provided by co-investors, four 
reputable state-owned enterprises 
engaged in outbound investment, 
insurance business and aviation sector 
investment.

CAG also raised a senior syndicated 
loan of $865 million, arranged by four 

global top-tier aviation/investment 
banks and three reputable PRC banks. 
The portfolio will be built up to around 
18 aircraft. The facility provides for a 
revolving feature for up to 25% of the 
facility size. 

Asia Editor’s Deal: CALC’s CAG 18-aircraft seed portfolio 

Project Sponsor: CALC

Servicer: a wholly owned subsidiary 
of CALC

Borrower: China Aircraft Global 
Limited (CAG)

Structure: Joint venture, non-
recourse portfolio financing, based 
on a sidecar structure

Asset financed: 18 aircraft

Lawyers (and role): Clifford 
Chance: as the legal advisor to 
the structuring agents and senior 
lenders

Linklaters: as the legal advisor to 
the borrower and project sponsor 

Banks (and roles including overall 
arranger): Structuring agents: 
Credit Suisse Securities (USA) and 
Goldman Sachs

Date closed: 28/6/2018
CALC, collecting their award from AFJ’s 
managing director Laura Mueller

The CDB Aviation team, collecting their award 
from AFJ’s managing director Laura Mueller

Airfinance Journal China Awards   2018
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Haitong UT Leasing HK Limited has 
entered into a sale and purchase 

agreement for the acquisition of a 
portfolio of aircraft being leased to 
airlines in a number of jurisdictions, 
utilising four new leasing structures 
under Hong Kong’s new tax 
concessions regime.

The deal has set a precedent for the 
market to follow in respect of the use of 
those leasing structures in Hong Kong. 
It shows that the new tax concession 
regime for aircraft leasing in Hong Kong 
is compatible with market practices and is 
conducive to Hong Kong developing into 
an aircraft leasing and financing centre.

The aircraft were financed at delivery 
by a syndicate of lenders arranged 
jointly by BNP Paribas and Natixis, each 
acted as mandated lead arranger. BNP 
Paribas also acted as facility agent and 
security trustee.

The lender’s syndicate included 
BNP Paribas, Natixis, DVB Bank, 
Bank of China (New York) and Korea 
Development Bank. Bryan Cave 
Leighton Paisner (Hong Kong) acted 
as the legal counsel to the purchasers, 
lessors and borrowers, and Norton 
Rose Fulbright (Singapore and Hong 
Kong) acted as the legal counsel to the 
lenders. 

Overall Deal of the Year: Haitong SPV portfolio purchase

Borrower/issuer: Hong Kong SPVs

Structure: Portfolio purchase and 
financing 

Asset Financed: A portfolio of aircraft 
including A350-900 aircraft, A320 
aircraft and 737-800 aircraft

Lawyers (and role): Bryan Cave 
Leighton Paisner (Hong Kong) - legal 
counsel to purchasers, lessors and 
borrowers

Norton Rose Fulbright (Singapore and 
Hong Kong Offices) - legal counsel to 
lenders

Banks (and roles including overall 
arranger):

Mandated lead arrangers: BNP 
Paribas and Natixis

Lenders: BNP Paribas, Natixis, DVB 
Bank, Bank of China (NY Branch) and 
Korea Development Bank

Facility agent and security trustee: 
BNP Paribas

Swap bank: BNP Paribas

Account bank: BNP Paribas

Advisors (and roles): 
PricewaterhouseCoopers - Tax 
advisor to purchasers, lessors and 
borrowers

YOUR ESSENTIAL 
INTELLIGENCE FOR 
AVIATION FINANCE

Read the latest news, analysis and interviews. Explore an archive of aircraft fi nancing 
transactions. Analyse every aircraft and fl eet. Ascertain an airline’s operational and fi nancial 

data. Discover an airline’s fi nancial rating. And that’s just the beginning.

airfinancejournal .com

The Haitong deal team, winners of the Overall deal of the year award

Airfinance Journal China Awards   2018
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A&L Goodbody
Activities: Legal advice for Aviation & Transport Finance

Address: International Financial Services Centre, North Wall 

Quay, Dublin 1, D01 H104, Ireland

Web: www.algoodbody.com

Contact: 

Catherine Duffy, Partner and Head of Aviation & Transport 

Finance

Email: cduffy@algoodbody.com 

Tel: +353 1 649 2244

ABL Aviation
Activities: Asset Manager / Leasing

Address: 33 Fitzwilliam Street Upper, Dublin 2, D02 HH01, 

Ireland

Web: www.ablaviation.com 

Contacts:

Anas Bounahmidi, Chief Technical Officer

Email: anas.b@ablaviation.com

Tel: +353 1 571 0216

Carlos Garcia Merino, CEO’s Office

Email: info@ablcorporation.com

Tel: +353 1 571 0210

Abogados Sierra
Activities: Legal Services

Address: Prolongacion Paseo de la Reforma 1190, Santa Fe, Cruz 

Manca, 05349 Ciudad de Mexico, Mexico

Web: www.asyv.com

Contacts:

Carlos Sierra, Partner

Email: csierra@asyv.com

Tel: +52 1555 292 7814

Arturo Fragoso, Paralegal

Email: afragoso@asyv.com

Tel: +52 1555 292 7814

ACI Aviation Consulting
Activities: Appraisals, Consulting, Lease Return Assistance, 

Litigation Assistance, Repossessions, Technical Consulting, and 

Portfolio Management

Address: 68 Waterloo Road, Suite 102, Warrenton, VA 20186, 

USA

Web: www.aciaviation.com 

Contacts:

Wes Romaine, Vice President

Email: wromaine@aciaviation.com

Tel: +1 540 4284388

Bob Cowgill, Managing Director

Email: bcowgill@aciaviation.com

Tel: +1 540 428 4388

Andy Krantz, Director of Valuations

Email: akrantz@aciaviation.com

Tel: +1 540 428 4388

Quentin Brasie, Chairman & CEO

Email: qbrasie@aciaviation.com

Tel: +1 540 428 4388

AELIS Group
Activities: Regional Aircraft Arranger

Address: Namestie slobody 24, Bratislava, 81106, Slovakia

Web: www.aelisgroup.com

Contacts:

Philippe Lienard, CEO

Email: philippe@aelisgroup.com

Miroslava Tomasovicova, Legal Affairs

Email: mirka@aelisgroup.com

Tomas Urminsky, Technical Affairs

Email: tomas@aesligroup.com

Veronika Vizvaryova, Airline Analyst and Marketing

Email: veronika@aelisgroup.com

Tel: +421 232 112 610

AerAdvise
Activities: AerAdvise is an independent technical consulting and 

asset management company serving high value aircraft leasing 

clients around the world. The AerAdvise team comes with 

several decades of experience in aircraft leasing with some of 

the largest companies in the world. Our core focus is the team’s 

in-depth technical knowledge and expertise in protecting our 

customers investment throughout the asset lifecycle.

Address: The Highline, Pottery Road, Dun Laoghaire, Dublin A96 

KW29, Ireland

Web: www.aeradvise.com

Contact:

Pat Toner, Chief Executive

Email: info@aeradvise.com 

Tel: +353 1 223 3100

Aergo International Pty
Activities: Charter Brokerage

Address: Ground Floor, 63 Lavarack Ave Eagle Farm QLD 4009, 

Australia

Web: www.aergo.com.au

Airfinance Annual • 2019/20104
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Contact:

Ezra Fasan, General Manager

Email: ezra@aergo.com.au

Tel: +40 2913 585

AerMoon
Activities: Aircraft trading, Remarketing and Leasing

Address: Trinity Square, Newcastle, UK

Web: www.aermoon.com

Contact:

James Moon, Chief Executive Officer

Email: jmoon@aermoon.com

Tel: +44 740 246 5194

AeroIntellect
Activities: Aircraft Financing and Leasing Consultancy

Web: www.aerointellect.com

Tel: +919 81088 2608

Aerolineas Argentinas
Activities: Fleet Planning

Address: Aeroparque J. Newbery, Corporate Building T4, 4th 

floor, Argentina

Web: www.aerolineas.com.ar

Contacts:

Juan Echecopar, VP Fleet Planning

Email: juan.echecopar@aerolineas.com.ar

Tel: +54 11 3723 9180

Air France
Activities: Airline

Address: 45 rue de Paris, 93290, Tremblay en France, France

Web: www.airfrance.com 

Contacts:

Patrick Halluin, VP Fleet Transactions

Email: pahalluin@airfrance.fr

Tel: +33 149 895 391

Edouard Martin, Corporate Finance Manager

Email: edmartin@airfrance.fr

Air Lease Corp
Activities: Leasing/Trading

Web: www.airleasecorp.com   

Contact:

Jaime Marquez, VP Technical

Email: Jmaquez@airleasecorp.com

Tel: +1 310 880 3917

Airbus Bank
Activities: Aviation Finance

Address: Prannerstrasse 8

Web: www.airbusbank.com 

Contact:

Tom Dreckmann, Head of Aerospace

Email: tom.dreckmann@airbusbank.com

Tel: +49 89 290140 5845

Aircraft Leasing & Management
Activities: Aircraft leasing, Trading and Management

Address: 2 Maidenbower Office Park, Balcombe Road, Crawley, 

West Sussex, RH10 7NN, UK

Web: www.alm-lease.co.uk 

Contacts:

Alan Robinson, Managing Director

Email: alanr@alm-lease.co.uk

Tel: +44 1293 872505

Roy Webber, Director Asset Management

Email: royw@alm-lease.co.uk

Tel: +44 1293 872501

Airlog Monitor
Activities: Blockchain based asset management platform

Address: Industrilunden 1, DK 4030 Tune, Denmark

Web: www.airlogmonitor.com

Contact:

Henrik Nielsen, Managing Director

Email: hsn@airlogmonitor.com

Tel: +45 5060 8488

Allen & Overy
Activities: Recognised as a world leading aviation practice 

(Chambers UK & Global 2016 and Legal 500). The team advised 

banks, lessors, funds, airlines and arrangers on the full spectrum 

of aviation transactions. 

Address: One Bishops Square, London, E1 6AD, UK 

Website: www.allenovery.com

 

Contacts:

Mario Jacovides 

Email: mario.jacovides@allenovery.com

Tel: +44 20 3088 0000

 

Paul Nelson, Partner

Tel: +44 20 3088 4631

 

Harry Upcott, Partner

Tel: +44 20 3088 3186
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Alegre, Calderón y Márquez Abogados
Activities: Law Firm

Address: Orizaba 101 - 206, Col. Roma, Mexico City, Mexico

Web: www.acym.com.mx 

Contacts:

Javier Alegre, Partner

Email: jalegre@acym.com.mx

Tel: +52 555 511 7739

Javier Christlieb, Attorney

Email: jchristlieb@acym.com.mx

Tel: +52 555 511 7739

Carlos Campillo, Attorney

Email: ccampillo@acym.com.mx

Tel: +52 555 511 7739

All Nippon Airways
Activities: Airline

Address: 3-5-4 Haneda Airport, Ota-ku, Japan

Web: www.ana.co.jp 

Contact:

Naoshi Yamamoto, Director

Email: n.yamamoto@ana.co.jp

Tel: +81 7048 742 921

Allegiant Travel Company 
Activities: Airline Operator

Address: 1201 N. Town Center Drive; Las Vegas NV 89138, USA

Web: www.allegiantair.com 

Contact:

Robert Neal, Treasurer, VP of Fleet & Corporate Finance

Email: robert.neal@allegiantair.com 

Tel: +1 702 419 6630

Jesse Johnson, Director, Corporate Finance

Email: Jesse.Johnson@allegiantair.com

Tel: +1 702 830 8130

Greg Anderson, CFO

Email: Gregory.Anderson@allegiantair.com 

Tel: +1 702 830 8039

Alton Aviation Consultancy 
Activities: Management Consulting

Address: 110 West 40th Street, Suite 505, New York, NY 10018, 

USA

Web: www.altonaviation.com 

Contacts:

John J. Mowry, Managing Director

Email: john.mowry@altonaviation.com

Tel: +1 212 256 9477

Laetitia Achille, Managing Director

Email: laetitia.achille@altonaviation.com

Tel: +1 212 256 8476

Brian Rynott, Managing Director

Email: brian.rynott@altonaviation.com

Tel: +1 212 702 9581

Adam Cowburn, Managing Director

Email: adam.cowburn@altonaviation.com

Tel: +852 8191 3028

Address: 136 Des Voeux Road Central, Suite 1010, Central, Hong 

Kong

Bradley Dailey, Director

Email: bradley.dailey@altonaviation.com

Tel: +852 8191 3028

Yuichi Takayama, Director

Email: yuichi.takayama@altonaviation.com

Tel: + 81 90 8057 1956

Address: Taiyo Seimei Shinagawa Building 28th Floor, 2-16-2 

Konan Minato-Ku Tokyo, Japan

AMBER International
Activities: Asset transaction advisory services to the aviation 

and aviation investor communities.

Address: 2255 Glades Road, Suite 218 Atrium, Boca Raton, 

Florida 33431, USA

Web: www.airfinance.com 

Contact:

Arthur Bernstein, Managing Director

Email: bernstein@airfinance.com

Tel: +1 561 994 5522

Amedeo Aviation Management
Web: www.amedeo.aero 

Contacts:

Gabriella Lapidus, SVP Trading & Equity Capital Markets 

Email: gabriella.lapidus@amedeo.aero 

Tel: +1 203 905 4220

Stacy Kearney, Office Manager

Email: stacy.kearney@amedeo.aero 

Address: Amedeo, The Oval, 160 Shelbourne Road, Dublin 4, 

Ireland

Aozora Bank
Activities: Banking

Address: 6-1-1 Kojimachi, Chiyoda-ku, Tokyo 102-8660, Japan

Web: www.aozorabank.co.jp
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Contact:

Takashi Kometani, Senior Vice President

Email: t.kometani@aozorabank.co.jp 

Tel: +81 3675 21138

Apple Bank for Savings
Activities: Relationship Manager / Lender

Address: 122 East 42nd Street, 9th Floor, New York, USA

Web: www.applebank.com 

Contact:

Dana Richard MacKinnon, First Vice President

Email: dmackinnon@applebank.com

Tel: +1 212 224 6530

ARI
Activities: Aircraft Leasing, Trading, Asset Management, 

Disassembly

Address: 28f Far East Finance Centre, 16 Harcourt Road, 

Admiralty, Hong Kong

Web: www.ariaero.com 

Contacts:

John Leech, Senior Vice President

Email: John.leech@ariaero.com

Tel: +85 267 980 552

Arthur Cox
Activities: Advising on Aviation Leasing and Finance

Address: Ten Earlsfort Terrace, Dublin 2, D02 T380, Ireland

Web: www.arthurcox.com 

Contacts:

Caroline Devlin, Co-Chair Aviation Group

Email: caroline.devlin@arthurcox.com 

Tel: +353 1 920 1224

Rob Murphy, Co-Chair Aviation Group

Email: rob.murphy@arthurcox.com

Tel: +353 1 920 2044

Laura Cunningham, Partner

Email: laura.cunningham@arthurcox.com 

Tel: +353 1 920 2045

Aruba Airlines
Activities: Airline

Web: www.arubaairlines.com

Contact:

Jeanney Rojas Suarez, Fleet Project Manager

Email: jeanney.rojas@arubaairlines.aw 

Tel: +305 985 8780

Asia Aviation Valuation Advisors
Activities: Advisory, Valuation, Education

Address: Hennessy Plaza, 12th Floor, 164 - 166 Hennessy Road, 

Wanchai, Hong Kong

Web: www.aviationvaluadvisors.com

Contact:

Lili Zhou, General Manager

Email: lz@aviationvaluadvisors.com 

Tel: +86 186 11965123

Astral Aviation
Activities: All cargo carrier with Hub in Nairobi Kenya

Address: P.O. Box 594-00606, Nairobi, Kenya

Web: www.astral-aviation.com

Contacts:

Mustwafa Murad, Commercial Manager

Email: mustwafa@astral-aviation.com

Tel: +254 795 752627

Charters

Email: charters@astral-aviation.com

ATOZ Aviation Finance
Activities: Financing, fleet, strategy and risk management 

solutions to airlines, lessors and other financial institutions

Address: L-1736 Senningerberg, Luxembourg

Web: www.atoz.lu/solutions/aviation-finance

Contacts:

Yves Germeaux, Managing Director

Email: yves.germeaux@atoz.lu

Tel: +352 26 940 244

Birgit Nischler, Director

Email: birgit.nischler@atoz.lu

Tel: +352 26 940 242

Avaeon
Activities: Aircraft Leasing, Management, Re-marketing

Web: www.avaeon.aero

Contact:

Stefan Kageman, Principal

Email: skageman@avaeon.aero

Tel: +1 954 801 9401

Avation
Activities: Aircraft lessor

Address: 65 Kampong Bahru Road, Singapore 169370, Singapore

Web: www.avation.net

Contacts:

Ashley Nicholas, Director, Corporate Finance

Email: ashley@avation.net

Tel: +65 6252 2077
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Rod Mahoney, Chief Commercial Officer

Email: rod.m@avation.net

Tel: +65 6252 2077

Sumit Vasudeva, VP Trading

Email: sumit.v@avation.net

Tel: +65 6252 2077

Angus Greene, SVP Marketing

Email: angus@avation.net

Tel: +44 7870 350787

Vincent Koo, VP Marketing

Email: vincent@avation.net

Tel: +65 6252 2077

Karl Ryan, VP Marketing

Email: karl@avation.net

Tel: +1 425 624 7408

Avgen Direct
Activities: Aviation Insurance - Aircraft, TPL, War

Web: www.AvgenDirect.com

Contact:

Georgina, Head of Sales/Marketing

Email: georgina@avgendirect.com

Tel: +353 1 531 3383

AviaAM Financial Leasing China
Activities: Aircraft Leasing and Trading

Address: Room 2401, No.8 Shangwuwaihuan Rd, Zhengzhou, 

Henan, PR China

Web: www.aviaam.cn.com

Contact:

Jingwei Wang, Senior Project Manager

Email: jingwei.wang@aviaam.cn.com

Tel: +86 3705 330 6563

Aviation Capital Group
Activities: Commercial Aircraft Leasing

Address: 840 Newport Center Drive, Suite 300, USA

Web: www.aviationcapital.com

Contact:

Douglas Kaprielian, SVP - Aircraft Trading

Email: douglas.kaprielian@aviationcapital.com

Tel: +1 714 269 0388

Aviación Soluciones
Activities: Aircraft & Fleet consulting and Management

Address: Calle Madre Rafols, 2, 50004 Zaragoza, Spain

Contact:

Dominique Leonardon, Director

Email: las@lasaviation.aero

Tel: +34 976 435 430

Avianca
Activities: Airline

Web: www.avianca.com

Contact:

Roberto Held, VP of Treasury

Email: roberto.held@avianca.com

Tel: +57 312 457 4701

Avolon Aerospace
Activities: Aircraft Leasing & Trading

Address: 1 Ballsbridge, Shelbourne Road, Ballsbridge, Dublin 4, 

Ireland

Web: www.avolon.aero

Contacts:

Gareth Halpin, Treasurer & Head of Capital Markets

Email: ghalpin@avolon.aero

Tel: +353 868 569 941

Stephen Quinn, VP Trading

Email: squinn@avolon.aero

Tel: +353 868 403 383

Badet & Associates
Activities: Legal

Web: www.badet.ro

Contact:

Alexandru Badet, Partner

Email: alexandru.badet@badet.ro

Tel: +40 744 930 808

Bamboo Airways
Activities: Airline

Web: www.bambooairways.com

Contact:

Mr. Kien, Finance Manager

Email: kienhd@bambooairways.com
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Banco Santander
Activities: Aircraft Lessor

Address: Avda. Juan Ignacio Luca de Tena 11, Madrid, 28027, 

Spain

Web: www.santander.com

Contact:

Ignacio G. Fernandez, VP Commecial

Email: ignacio.fernandez@gruposantander.com

Tel: +34 625 479 506

Alvaro Baillo, Executive Director

Email: abaillo@gruposantander.com

Tel: +34 912 894 456

Nuria Pampin, VP

Email: nuria.pampinmartinez@gruposantander.com

Tel: +34 912 895 149

Ismael Gomez, VP Asset Distribution

Email: ismael.gomez@gruposantander.com

Tel: +34 692 577 025

Antonio Perez, Head of Asset Based Finance

Email: anrperez@gruposantander.com

Tel: +34 912 893 651

Mayte Manas, Executive Director

Email: tmanas@gruposantander.com

Tel: +34 912 891 183

Bank of China
Activities: Banking

Address: 1 Lothbury, London EC2R 7DB, UK

Web: www.bankofchina.com

Contact:

Arnaud Fiscel, Head of Transportation

Email: arnaud.fiscel@bankofchina.com

Tel: +44 203 192 8370

Bank of China, Singapore branch
Activities: Banking

Address: 4 Battery Road, Bank of China Building, Singapore 

049908, Singapore

Web: www.bankofchina.com

Contact:

Rudy Harjanto

Email: aviation.sg@bankofchina.com

Tel: +65 641 28 389

BayernLB
Activities: Aircraft Finance

Web: www.bayernlb.de

Contact:

Werner Pingsmann, Head of Aviation

Email: werner.pingsmann@bayernlb.de

Tel: +49 89 217 123 505

Bird & Bird
Activities: Legal advice

Address: 12 New Fetter Lane, London EC4A 1JP, UK

Web: www.twobirds.com

Contact:

Richard Sharman, Partner

Email: richard.sharman@twobirds.com

Tel: +44 207 415 6000

BNP Paribas
Activities: Corporate Banking

Address: 787 7th Av 32nd Fl NY, NY 10019, USA

Web: www.group.bnpparibas

Contact:

Raquel Latuff, Managing Director

Email: raquel.latuff@us.bnpparibas.com

Tel: +1 212 841 2244

BOC Aviation
Activities: Aircraft Operating Leasing, Aircraft Management 

Services

Address: 8 Shenton Way, 18-01, Singapore 068811, Singapore

Web: www.bocaviation.com

Contact:

Peter Negline, Head of Strategy & Market Research

Email: peter.negline@bocaviation.com

Tel: +65 6325 9620

Brampton Aviation Bureau
Activities: CAMO, Technical (engineering) Consulting

Address: Georgiou Stokkou, 6a, Strovolos, 2024, Nicosia, 

Cyprus

Web: www.bramptonavia.com

Contacts:

George Trillides, Director, Accountable Manager

Email: gt@bramptonavia.com

Tel: +35 722 024 807

Sergei Shakhov, Director of Engineering

Email: ss@bramptonavia.com

Tel: +35 722 024 807
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Bryan Cave Leighton Paisner, UK
Activities: Law Firm

Address: Adelaide House, London Bridge, London EC4R 9HA, 

UK

Web: www.bclplaw.com

Contacts:

Nigel Ward, Partner

Email: nigel.ward@bclplaw.com

Tel: +852 0 3143 3107

Rebecca Quayle, Partner

Email: Rebecca.quayle@bclplaw.com

Tel: +44 20 3400 4006

James Wiseman-Clarke, Partner

Email: amie.wiseman-clarke@bclplaw.com

Tel: +44 20 3400 4813

Bryan Cave Leighton Paisner, Singapore
Activities: Law Firm

Address: 9, 24-01 Raffles Place, Republic Plaza, Singapore

Web: www.bclplaw.com

Contacts:

Simon Spells, Partner

Email: simon.spells@bclplaw.com

Tel: +65 6571 6623

Colin Thaine, Consultant

Email: colin.thaine@bclplaw.com

Tel: +65 6571 6653

Bryan Cave Leighton Paisner, Hong Kong
Activities: Law Firm

Address: Dorset House, Taikoo Place, 979 King’s Road, Quarry 

Road, Hong Kong SAR

Web: www.bclplaw.com

Contact:

William Ho, Partner

Email: william.ho@bclplaw.com

Tel: +852 3143 8489

Buzz Aero
Activities: Passanger Air Transport

Address: Bucharest, 162 Straulesti Sos, 1st District, Romania

Web: www.buzz.aero

Contact:

Catalin Butu, CEO

Email: ceo@buzz.aero

Tel: +40 730 102 792

Carlyle Aviation
Activities: Aircraft Leasing, Financing, Fund Management

Address: 1 St James’s Market, London SW1Y 4AH, UK

Web: www.carlyle.aero

Contact:

Edward (ted) O’Byrne, MD, Co Head of Aviation

Email: eobyrne@carlyle.aero

Tel: +44 777 436 3206

Cathay Pacific Airways 
Activities: Acquisition, Lease and Sales

Address: 8FC, 8 Scenic Road, HKIA, Hong Kong SAR

Web: www.cathaypacific.com

Contact:

Raymond Ng, Lead Fleet Management Engineer

Email: raymond_c_ng@cathaypacific.com 

Tel: +852 629 182 36

CDB Aviation
Activities: Commercial Aircraft Leasing and Management

Address: 1GQ George’s Quay Dublin 2 D02 Y098, Ireland

Web: www.cdbaviation.aero

Contact:

Paul Thibeau, SVP Communications

Email: paul.thibeau@cdbaviation.aero

Tel: +1 612 594 9844

Centrus Aviation Capital
Activities: Aircraft and Engine Leasing and Asset management 

company

Address: 10 Queen Street Place, London EC4R 1BE, UK

Web: www.centrusaviation.com

Contact:

Bill Cumberlidge, Managing Director

Email: bill.cumberlidge@centrusaviation.com

Tel: +44 774 761 4342

China Aviation Valuation Advisors
Activities: Advisory, Valuation, Education

Address: Xiaoyun Center, Tower A, Suite 1603, No 15. Xiaguangli 

Chaoyang District, Beijing, 100026, P.R. China

Web: www.aviationvaluadvisors.com

Contact:

Lili Zhou, General Manager

Email: lz@aviationvaluadvisors.com

Tel: +86 186 11965123
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China Construction Bank (Europe) S.A. Amsterdam 
branch
Activities: Aviation Finance

Web: www.ccb.com

Contact:

Hans Heerens, Senior Relationship Manager

Email: hheerens.nl@eu.ccb.com

Tel: +31 205 047 850

Christodoulou & Mavrikis 
Activities: Aviation Law

Web: www.cm-attorneys.com

Contact:

Chris Christodoulou, Managing Director

Email: chris@cm-attorneys.com

Tel: +27 823 776 631

Clifford Chance
Activities: Legal Services

Web: www.cliffordchance.com

Contacts:
Lounia Czupper 
Avenue Louise 65, Box 2, 1050 Brussels, Belgium 

Tel: +32 2 533 5987  

Email: lounia.czupper@cliffordchance.com 

Daniel Zerbib 
1 rue d’Astorg, CS 60058, 75377 Paris Cedex 08, France

Tel: +33 14405 5352 

Email: Daniel.Zerbib@CliffordChance.com

Stephen Chance 
Mainzer Landstraße 46, 60325, Frankfurt, Germany 

Tel: +49 697199 3199 

Email: Stephen.Chance@CliffordChance.com

Riko Vanezis 
Mainzer Landstraße 46, 60325 Frankfurt, Germany

Tel: +49 697199 3321 

Email: Riko.Vanezis@CliffordChance.com

Tobias Schulten 
Mainzer Landstraße 46, 60325 Frankfurt, Germany

Tel: +49 697199 3146 

Email: Tobias.Schulten@CliffordChance.com

Paul Greenwell 
27th Floor, Jardine House, One Connaught Place, Hong Kong 
SAR

Tel: +852 2825 8857 

Email: Paul.Greenwell@CliffordChance.com

Giuseppe de Palma 
Piazzetta M.Bossi, 3 20121 Milan, Italy  

Tel: +39 028063 4507 

Email: Giuseppe.DePalma@cliffordchance.com

Akihiko Takamatsu 
Palace Building, 3rd floor, 1-1, Marunouchi 1-chome, Chiyoda-ku, 
Tokyo, 100-0005, Japan 

Tel: +81 3 6632 6324 

Email: Akihiko.Takamatsu@CliffordChance.com

Grzegorz Namiotkiewicz 
Norway House, ul. Lwowska 19, Warsaw, 00-660, Poland

Tel: +48 22429 9408  

Email: grzegorz.namiotkiewicz@cliffordchance.com 

Daniel Badea 
Excelsior Center, 28-30 Academiei Street, Sector 1, 010016 
Bucharest, Romania 

Tel: +40 216666 101  

Email: daniel.badea@cliffordchance.com 

Victoria Bortkevicha 
ul. Gasheka, 6 125047 Moscow, Russia 

Tel: +7 495725 6406 

Email: Victoria.Bortkevicha@CliffordChance.com

Fergus Evans 
Marina Bay Financial Centre, 25th Floor, Tower 3, 12 Marina 
Boulevard, Singapore 018982, Singapore 

Tel: +65 6506 2786  

Email: Fergus.Evans@CliffordChance.com

Simon Briscoe 
Marina Bay Financial Centre, 25th Floor, Tower 3, 12 Marina 
Boulevard, Singapore 018982, Singapore 

Tel: +65 6410 2296 

Email: Simon.Briscoe@CliffordChance.com

Epifanio Pérez  
Paseo de la Castellana 110, 28046 Madrid, Spain 

Tel: +34 91 590 9480  

Email: epifanio.perez@cliffordchance.com 

Hein Tonnaer 
Droogbak 1A, 1013 GE Amsterdam, PO Box 251, 1000 AG 
Amsterdam, The Netherlands 

Tel: +31 20711 9528 

Email: Hein.Tonnaer@CliffordChance.com

Edmund Boyo 
Level 15, Burj Daman,ubai International Financial Centre, P.O. 
Box 9380, Dubai, UAE 

Tel: +971 4503 2614 

Email: Edmund.Boyo@CliffordChance.com

Antony Single 
10 Upper Bank Street, London, E14 5JJ, UK 

Tel: +44 207 006 3722 

Email: Antony.Single@CliffordChance.com

Christopher Hardisty  
10 Upper Bank Street, London, E14 5JJ, UK 

Tel: +44 207 006 1649 

Email: Christopher.Hardisty@CliffordChance.com
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Oliver Hipperson 
10 Upper Bank Street, London, E14 5JJ, UK 

Tel: +44 207 006 4767 
Oliver.Hipperson@CliffordChance.com

Paul Carrington 
10 Upper Bank Street, London, E14 5JJ, UK 

Tel: +44 207 006 8124 

Email: Paul.Carrington@CliffordChance.com

Ranbir Hunjan 
10 Upper Bank Street, London, E14 5JJ, UK 

Tel: +44 207 006 2612 

Email: Ranbir.Hunjan@CliffordChance.com

William Glaister 
10 Upper Bank Street, London, E14 5JJ, UK 

Tel: +44 207 006 4775 

Email: William.Glaister@CliffordChance.com

Emily Wicker  
31 West 52nd Street, New York, NY 10019-6131, USA

Tel: +1 212 878 4917 

Email: Emily.Wicker@CliffordChance.com

John Howitt 
31 West 52nd Street, New York, NY 10019-6131, USA

Tel: +1 212 878 8250 

Email: John.Howitt@CliffordChance.com

Patrick O’Reilly 
31 West 52nd Street, New York, NY 10019-6131, USA

Tel: +1 212 878 8103 

Email: Patrick.OReilly@CliffordChance.com

Zarrar Sehgal 
31 West 52nd Street, New York, NY 10019-6131, USA

Tel: +1 212 878 3409 

Email: Zarrar.Sehgal@CliffordChance.com

Madalyn Miller 
31 West 52nd Street, New York, NY 10019-6131, USA

Tel: +1 212 878 3381  

Email: Madalyn.Miller@CliffordChance.com

CMIG Aviation Capital
Web: www.cm-inv.com

Contact:

Simon Yang, SVP Asset Trading

Email: simonyh2013@hotmail.com

Conyers Dill & Pearman
Activities: Conyers is at the forefront of the offshore airfinance 

industry, representing many of the world’s leading aircraft 

leasing companies and lenders on the cross-border aspects of 

their transactions.

Web: www.conyers.com

Contacts:

Audrey M. Robertson, Counsel

Email: audrey.robertson@conyers.com

Tel: +1 284 852 1111

Address: Commerce House, Wickhams Cay 1, PO Box 3140  

Road Town, Tortola, VG1110, British Virgin Islands

Robert J.D. Briant, Partner, Head of BVI Corporate

Email: robert.briant@conyers.com

Tel: +1 284 852 1100

Matthew Stocker, Partner

Email: matthew.stocker@conyers.com

Tel: +1 345 814 7382

Address: SIX, 2nd Floor, Cricket Square, PO Box 2681  Grand 

Cayman, KY1-1111, Cayman Islands

Julie E. McLean, Director, Global Head of Aviation Finance 

Practice

Email: julie.mclean@conyers.com

Tel: +1 441 299 4925

Address: Clarendon House, 2 Church Street, Hamilton HM 11, 

Bermuda

Angela F. Atherden, Counsel

Email: angela.atherden@conyers.com

Tel: +1 441 299 4969

Dalian Airlines
Activities: Airlines Company

Address: 3rd floor of Dalian Airport Terminal Building, Dalian, 

Liaoning Province, PR China

Web: www.airchina.com.cn

Contact:

Xu Peiru, Assistant of Fleet Management

Email: xupeiru@airchina.com

Tel: +86 13 610 869 971

DB Financial Investment 
Activities: Investment Banking, Alternative Investments, FICC, 

Brokerage

Address: 32 Gukjegeumyungro 8-Gil, Yeongdeungpo-Gu Seoul, 

Korea, 07331

Web: www.db-fi.com

Contact:

Taeho Lee, Assistant Manager

Email: tlee049@naver.com

Tel: +82 103 252 2859

DDSA - De Luca Derenusson Schuttoff Advogados
Activities: Law Firm

Address: Rua Fidêncio Ramos 195, 10º andar, Vila Olímpia, São 

Paulo, SP CEP: 04551-010, Brasil

Web: www.ddsa.com.br
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Contacts:

Ana Luisa Derenusson, Partner

Email: anaderenusson@ddsa.com.br

Tel: +55 11 3040 4040

Carolina Memran, Communication Adviser

Email: carolina@cmpress.com.br

Tel: +55 11 26384632

Debevoise & Plimpton 
Activities: Law Firm

Address: 919 Third Avenue, New York, New York 10022, USA

Web: www.debevoise.com

Contacts:

Paul Brusiloff, Partner

Email: pdbrusiloff@debevoise.com

Tel: +1 212 909 6015

Brian Liu, Partner

Email: beliu@debevoise.com

Tel: +1 212 909 6190

Geoffrey Burgess, Partner

Email: gpburgess@debevoise.com

Tel: +44 20 7786 9075

Address: 65 Gresham Street London EC2V 7NQ London, UK

 

Delvalle, Escalona, Levy & Corró
Activities: Law Firm

Address: Midtown Building, 74st., 10th floor, office 10-05A, 

Panama

Web: www.delcolaw.com

Contact:

Felipe Escalona, Partner

Email: felipe.escalona@delcolaw.com

Tel: +507 6400 2070

Dentons UK and Middle East
Activities: Law Firm

Address: One Fleet Place, London EC4M 7WS, UK

Web: www.dentons.com

Contacts:

Serge Sergiou, Partner

Email: serge.sergiou@dentons.com

Tel: +44 207 2467216

Stephen Temple, Senior Associate

Email: stephen.temple@dentons.com

Tel: +44 20 7246 7221

Sarah Dyke, Partner

Email: sarah.dyke@dentons.com

Tel: +44 207 320 5457

Dynam Aviation
Activities: Aircraft Leasing

Address: 28-32 Pembroke Street Upper, Dublin, Ireland

Contact:

James McCarthy, Aircraft Trading

Email: james.mccarthy@dynamaviation.com

Tel: +44 7846 312 593

E.SUN Commercial Bank
Activities: Commercial Bank

Address: 5F, No.117, Sec.3, Minsheng E. Rd., Taipei, 10546, 

Taiwan, Territory of

Web: www.esunbank.com.tw/bank/personal

Contact:

Isaac Chang, Aviation Finance, Project and Transportation 

Finance

Email: isaac81-16371@email.esunbank.com.tw

Tel: +886 2217 51313 ext: 7134

Fafinski Mark & Johnson
Activities: Legal Industry - Aviation

Address: 775 Prairie Center Drive Eden Prairie, MN 55344, USA

Web: www.fmjlaw.com

Contacts:

Robert R. Fafinski Jr., Shareholder & CEO

Email: robert.fafinski@fmjlaw.com

Tel: +1 952 995 9500

Kevin J. Johnson, Shareholder and Head of Aviation Practice

Email: kevin.johnson@fmjlaw.com

Tel: +1 952 995 9500

James T. Gladen III, Shareholder

Email: james.gladen@fmjlaw.com

Tel: +1 952 995 9500

Howard Wu, Shareholder

Email: howard.wu@fmjlaw.com

Tel: +1 952 995 9500

Fargosi Abogados
Activities: Legal, Consultation

Address: Carabelas 344, Buenos Aires City, Buenos Aires 

Autonomous City 1009, Argentina

Web: www.fargosi.com.ar

Contact:

Diego Fargosi Bond, Partner

Email: dfargosi@fargosi.com.ar

Tel: +54 11 5217 6181
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FH53aviation
Activities: Airline Setup, Aircraft Management, Aircraft and 

Engine Leasing, Aircraft and Engine Sourcing

Address: Business Centre 1, Dubai World Central, P.O.Box 

390667, Dubai, UAE

Web: www.fh53aviation.com

Contact:

Mr. Mustafa-Irfan Dhankot, CEO

Email: mustafa.d@fh53aviation.com

Tel: +971 506 587 807

Finnair
Activities: Airline

Address: Tietotie 9, Vantaa, Finland

Web: www.finnair.com

Contacts:

Marko Saarenpaa, Director

Email: marko.saarenpaa@finnair.com

Tel: +358 405 636 287

Riku Aho, VP Fleet Management

Email: riku.aho@finnair.com

Tel: +358 504 871 616

Ann-Sofie Snare, Director, Fleet Management

Email: ann-sofie.snare@finnair.com

Tel: +358 503 760 063

Fisher Legal 
Activities: Legal

Web: www.fisher-legal.com

Contact:

Shani Smith Fisher

Email: shani@fisher-legal.com

Tel: +1 310 990 9375

FlyAirCapital
Activities: Trading, Consulting

Address: 947 Via Casitas Greenbrae CA 94904, USA

Web: www.flyaircapital.com

Contact:

Alain F Maestracci, President

Email: amaestracci@flyaircapital.com

Tel: +1 415 461 0762

FPG Amentum
Activities: Aircraft Leasing

Address: 4th Floor, Mespil Court, Mespil Road, Dublin 4, Ireland

Web: www.fpg-amentum.aero

Contact:

Mitchel Simpson, Chief Financial Officer

Email: mitchel.simpson@fpg-amentum.aero

Galistair
Activities: Airline

Address: Julian Camarillo 47, 28037 Madrid, Spain

Web: www.galistair.com

Contact:

Eduardo Sansigre, Senior Advisor

Email: egsansigre@galistair.com

Tel: +34 609 440 321

Global Airfinance Services
Activities: Consulting/Financial Advisory

Contact:

Evan Wallach, President and CEO

Email: ewallach@globalairfinance.com

Tel: +1 516 698 7968

GOAL GmbH & Co. KG
Activities: Aircraft Leasing

Web: www.goal-leasing.com

Contact:

Jochen Baltes, Managing Director

Email: jochen.baltes@goal-leasing.de

Tel: +49 896 4143 152

GOL Linhas Aéreas
Activities: Fleet Analyst

Address: Praca Comandante Lineu Gomes s/n, Portaria 3, 

Portaria 03 04626020, Brazil

Web: www.voegol.com.br

Contact:

Kaique Menezes, Fleet Analyst

Email: kaslmenezes@voegol.com.br

Tel: +55 11982067966

Goshawk
Activities: Aircraft Leasing

Address: ONE Molesworth Street, Dublin 2, Ireland

Web: www.goshawk.aero

Contact:

Stephen ODwyer, Sales & Marketing EMEA

Email: stephen.odwyer1984@gmail.com

Tel: + 35 387 093 4847
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Hemisphere Aerospace Investments
Activities: Aircraft & Engine Trading

Address: 1224 Austin Ave, Waco, Texas, 76701, USA

Web: www.haiaero.com

Contacts:

James E. Sprinkle Jr, Managing Partner / COO

Email: james@haiaero.com

Tel: +1 254 537 0707

John B Sawyer, Managing Partner / CEO

Email: john@haiaero.com

Tel: +1 254 537 0707

Hendsa Partners
Activities: Consulting

Web: www.hendsapartners.com

Contact:

Farrukh Mirza, Managing Director

Email: fmirza@hendsapartners.com

Tel: +971 508 798 508

Hi-Jet C
Activities: Passenger and Cargo

Web: www.flyhijet.com

Contact:

Farai Maphosa, CEO

Email: fbmaphosa@flyhijet.com

Tel: +316 551 57041

Hillwood Airways
Activities: US Air Carrier (worldwide)

Web: www.HillwoodAirways.com

Contact:

Michael Tate, Vice President Of Finance

Email: michaelt@atxas.com

Tel: +1 682 831 0055

Holland Beckett Law
Address: 525 Cameron Road, Tauranga, New Zealand

Web: www.hobec.co.nz

Contact:

Sam Tabak, Partner

Email: sam.tabak@hobec.co.nz

Tel: +64 27 513 7222

ICBC Aviation Leasing
Activities: Aircraft leasing and financing

Contact:

Chao WU, VP Commercial

Email: chaowu@ie.icbcleasing.com

Tel: +353 87 359 3557

Inception Aviation Holdings
Activities: Investment, leasing, financing

Address: Xiaoyun Center, Tower A, Suite 1602, No 15. Xiaguangli 

Chaoyang District, Beijing, 100026, P.R. China

Web: www.InceptionAviation.com

Contact:

David Yu, Managing Director

Email: david.yu@inceptionaviation.com

Tel: +86 1860 104 7296

ING Capital
Activities: Financial Services

Address: 1133 Avenue of the Americas, New York, NY 10036, 

USA

Web: www.ing.com

Contact:

Gemma H. Bae, Managing Director, Head of Structured Export 

Finance Americas

Email: gemma.bae@ing.com

Tel: +1 646 424 6737

InterGlobe Aviation
Activities: Asset Management

Address: Level 11, Tower D, Global Business Park, MG Road, 

Gurgaon 122002, India

Web: www.goindigo.in

Contact:

Abhishek Bhalotia, Senior Manager- Aircraft Financing

Email: abhishek.bhalotia@goindigo.in

Tel: +91 9910 998 561

Investec Capital Asia
Activities: Aircraft finance / leasing and funds management

Address: Suite 3609, Two International Finance Centre, 8 

Finance Street, Central, Hong Kong SAR

Web: www.investec.com/en_gb/corporate-finance/specialist-

lending/aviation-finance.html

Contacts:

Matthew Clark, Director

Email: matthew.clark@investec.com.hk

Tel: +852 933 11015
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Nick Cowney, Director

Email: nick.cowney@investec.com.hk

Tel: +852 318 75072

ISIS Aviation Services
Activities: Remarketing, acquisition, fleet management & related 

consultancy services

Address: Station Road, Norwich NR15 2DJ, UK

Contact:

Eric S M Popp, Executive Director

Email: eric.popp@isisaviation.com

Tel: +44 7971 131 130

JA Mitsui Leasing
Activities: Lease / Fianance

Address: 8-13-1, Ginza, Chuo-ku, Tokyo, Japan

Web: www.jamitsuilease.co.jp

Contact:

Masami Murakami, Divisional Operating Officer, Ship & 

Transportation Systems Div.

Email: mmurakami@jamitsuilease.co.jp

Tel: +81 3 6775 3512

Jejuair
Activities: Airline

Address: #366 Gimpo airport Cargo terminal, 210 Hanuel-gil, 

Gangseo-gu, Seoul, South Korea

Web: www.jejuair.net

Contact:

Ted Kim, Fleet Manager

Email: ted.kim@jejuair.net

Tel: +82 10 9034 6297

Jet Support Services
Activities: Hourly Cost Maintenance Programs

Web: www.jetsupport.com

Contact:

James Carroll, Director of Business Development

Email: jcarroll@jetsupport.com

Tel: +44 20 3934 7245

 

Jetaire
Activities: A full-service avionics and aircraft engineering firm 

providing the only patented and FAA-certified center tank 

flammability reduction and ignition mitigation solution: The 

InvictaTM Reticulated Foam Technology. This patented solution 

offers several benefits that address FAA compliance demands, 

particularly the FAR 25.981 and 121.117 requirements.

Address: 105 Cecil Court, Fayetteville, GA 30214, USA

Web: www.jetairegroup.com

Contact:

Michael Williams, President & CEO

Email: mwilliams@jetaire.com

Tel: +1 404 346 7175

Jetcraft Commercial
Activities: Aircraft Trading and Leasing

Address: 1750 E. International Drive, Suite 202 Raleigh, NC 

27623-0248, USA

Web: www.jetcraft.com

Contacts:

Marc Meloche, Managing Director, Aviation Finance

Email: marc.meloche@jetcraft.com

Tel: +1 514 826 3576

Raphael Haddad, President

Email: raphael.haddad@jetcraft.com

Tel: +1 416 276 8295

Jettime
Activities: Air Transport

Address: Jet Time A/S Amager Strandvej 390-392 DK-2770 

Kastrup, Denmark

Web: www.jet-time.dk

Contact:

Jerome Abat, Asset Manager

Email: abj@jet-time.dk

Tel: +45 60 294 083

JW Asset Management 
Activities: Air Transport

Address: 1007, City Air Tower, 36, Teheran-ro 87-gil, Gangnam-

gu, Seoul, 06164, South Korea

Web: www.jwassetmgt.com

Contacts:

Sam Sin, Assistant Portfolio Manager

Email: jwsin@jwassetmgt.com

Tel: +82 10 2985 7487

Benjamin Saehanyel Bang, Senior Vice President

Email: doubleb@jwassetmgt.com

Tel: +82 10 5001 9272

Kartal Law Firm
Activities: Legal advice in aviation finance and leasing

Address: Tekfen Tower Kat 8, Buyukdere Caddesi 209 4. Levent 

Sisli, Istanbul, Turkey

Web: www.kartallawfirm.com

Contact:

Ali Kartal

Email: ali.kartal@kartallawfirm.com

Tel: +90 532 265 24 70
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KEB Hana
Activities: Aircraft financing

Address: 7F, 82, Uisadang-daero, Yeongdeungpo-gu, Seoul 

07321, South Korea

Web: www.kebhana.com

Contact:

Jaeyoung Lee, Assistant manager

Email: jaeyoung_lee@hanafn.com

Tel: +82 10 3472 0903

Kellstrom Aerospace
Contact:

Peter Curbelo, Managing Director - Leasing & Trading

Email: peter.curbelo@kellstromaerospace.com

Tel: +1 954 663 2819

Kim & Chang
Activities: Law

Address: 39 Sajik-ro 8-gil, Jongno-gu, Seoul, South Korea

Web: www.kimchang.com

Contacts:

Young-Min Kim, Partner

Tel: +82 10 2964 2086

Robert L. Gilbert, Attorney

Email: rlglbert@kimchang.com

Tel: +82 2 3703 1144

Korea Aviation Valuation Advisors
Activities: Advisory, Valuation, Education

Address: SK Leaders’ View 2-1101, 164, Mullae-ro, 

Yeongdeungpo-gu, Seoul, 07297, South Korea

Web: www.kebhana.com

Contact:

Lili Zhou, General Manager

Email: lz@aviationvaluadvisors.com

Tel: +86 186 11965123

Korea Development Bank
Activities: Aircraft Financing, Banking

Address: 99 Bishopsgate, London EC2M 3XD, UK

Web: www.kdb.co.kr

Contact:

Winston Yin, Head of Aviation Finance EMEA

Email: winston.yin@kdb.co.kr

Tel: +44 207 426 3600

KOTAM
Activities: Transportation & Infrastructure Investment

Address: 11/F, Biz-Center Building, Supyo-Ro 45, Jung-Gu, Seoul, 

Korea

Web: www.kotam.com.sg/eng

Contact:

Oscar Kwon, Senior Director - Head of Aviation

Email: oscar.kwon@kotam.com.sg

Tel: +82 263 288 813

Kroll Bond Rating Agency
Activities: Ratings

Address: 805 3rd Ave, New York, NY 10022, USA

Web: www.krollbondratings.com

Contact:

Marjan Riggi, Senior Managing Director - Financial Institutions 

and Corporates

Email: mriggi@kbra.com

Tel: +1 646 731 2354

Laser Airlines
Activities: Passanger Transportation Regional / International 

South America

Address: Torre CrediCard Piso 13 Chacao, Caracas, Venezuela

Web: www.laser.com.ve

Contact:

Fernando Rivero, Consultor Board of Directors

Email: frivero@laser.com.ve

Tel: +58 412 257 4007

LBBW
Activities: Aviation Finance

Address: Am Haupftbahnhof 2, 70173 Stuttgart, Germany

Web: www.lbbw.de

Contact:

Patrick Wellnitz, Executive Director

Email: Patrick.Wellnitz@lbbw.de

Tel: +49 711 1274 9743

Lions Share Capital & Consulting
Activities: Aviation Finance, Consulting, Engineering & Project 

Management

Web: www.lionssharecc.com

Contact:

Jessie Singh, President & CEO

Email: jesmeet.singh@lionssharecc.com

Tel: +1 425 299 0338
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Maples Group 
Activities: Legal Services 

Website: www.maples.com 

Contacts:

Mark Western, Partner, Global Head of Aviation Finance 

Address: 53rd Floor, The Center, 99 Queen’s Road Central,

Hong Kong SAR

Email: mark.western@maples.com 

Tel: +852 3690 7407

Donna Ager, Partner, Head of European Aviation 

Address: 200 Aldersgate St, London EC1A 4HD, UK

Email: donna.ager@maples.com 

Tel: +44 20 7466 1712

James Kinsley, Partner

Address: 1 Raffles Place, #36-01, One Raffles Place, Singapore 

048616, Singapore

Email: james.kinsley@maples.com 

Tel: +65 6922 8410

Jonathon Meloy, Partner

Address: Ugland House, South Church Street, PO Box 309

Grand Cayman KY1-1104, Cayman Islands

Email: jonathon.meloy@maples.com 

Tel: + 1 345 814 5412

Manuela Belmontes, Partner

Address: Level 14, Burj Daman, Dubai International Financial 

Centre, PO Box 119980, Dubai, UAE

Email: manuela.belmontes@maples.com 

Tel: +971 4 360 4074

Charlie Sparrow, Regional Head of Fiduciary

Address: 5301 53rd Floor, The Center, 99 Queen’s Road Central, 

Hong Kong SAR

Email: charlie.sparrow@maples.com 

Tel: +852 3523 7801

Stephen O’Donnell, Regional Head of Fiduciary, Europe

Address: 32 Molesworth St., Dublin 2, D02 Y512, Ireland 

Email: stephen.odonnell@maples.com 

Tel: +353 1 697 3244

Sam Ellis, Senior Vice President

Address: 200 Aldersgate St, London EC1A 4HD, UK 

Email: sam.ellis@maples.com 

Tel: +44 20 7466 1645

Phillip Hinds, Senior Vice President

Address: Boundary Hall, Cricket Square, PO Box 1093, Grand 

Cayman KY1-1102, Cayman Islands

Email: phillip.hinds@maples.com 

Tel: +1 345 814 5807

James Lawler, Senior Vice President

Address: 4001 Kennett Pike, Suite 302, Wilmington, DE 19807, 

USA

Email: james.lawler@maples.com 

Tel: + 1 302 340 9985

M.J. McMahon & Company
Activities: Aviation Consulting and Training

Address: Roselawn House, University Business Complex, 

Limerick, Ireland.

Web: www.mjmcmahon.com

Contact:

John McMahon, Managing Director

Email: john.mcmahon@mjmcmahon.com

Tel: +353 86 809 2715

Macquarie
Activities: Specialised and Structured Financings

Address: 50 Martin Place Sydney NSW 2000, Australia

Web: www.macquarie.com

Contact:

Peter Farthing, Division Director

Email: Peter.farthing@macquarie.com

Tel: +61 438 718 801

Malayan Banking Berhad
Activities: Banking

Address: 100 Jalan Tun Perak, 50050, Kuala Lumpur, Malaysia

Web: www.maybank2u.com.my/home/m2u/common/login.do

Contact:

Nicholas Hstan, Relationship Manager

Email: nicholas.hstan@maybank.com.sg

Tel: +603 2070 8833

Mason Hayes & Curran
Activities: Legal Services

Address: South Bank House, Barrow Street, Dublin 4, Ireland

Contacts:

Christine O’Donovan, Partner, Head of International Asset 

Finance

Email: codonovan@mhc.ie

Tel: +353 86 386 3629

Barry Walsh, Partner

Email: bwalsh@mhc.ie

Tel: +353 16 145 886
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Matheson
Activities: Law Firm

Address: 70 Sir John Rogersons Quay, Dublin 2, Ireland

Web: www.matheson.com

Contacts:

Chris Quinn, Of Counsel/Consultant

Email: chris.quinn@matheson.com

Tel: +353 1 232 2000

Stuart Kennedy, Partner

Email: stuart.kennedy@matheson .com

Tel: +353 1 232 2000

Stuart Kennedy, Partner

Email: stuart.kennedy@matheson .com

Tel: +353 1 232 2000

Rory McPhillips, Partner

Email: rory.mcphillips@matheson.com

Tel: +353 1 232 2000

Yvonne McWeeney, Partner

Email: yvonne.mcweeney@matheson.com

Tel: +353 1 232 2000

mba Aviation
Activities: Appraisals, Consulting, Safety Audits, Maintenance 

Forecasting, Online Valuation and Fleet Databases

Address: 2101 Wilson Blvd, Suite 1001, Arlington, VA 22201, USA

Web: www.mba.aero

Contact:

David Tokoph, President & CEO

Email: dtokoph@mba.aero

Tel: +1 703 276 3200

Merlin and Associates Aviation Services
Activities: Aircraft & spare engine leasing and finance on 

behalf of clients. Charter flight arrangement: Engine MRO 

representation

Address: Rooms C-E, 9/F, China Overseas Building, 139 

Hennessy Road, Wanchai, Hong Kong SAR

Web: www.merlinandassociates.com

Contacts:

Bob Ward, Chairman

Email: bob.ward@merlinandassociates.com

Tel: +852 6681 854 2500

Tip Kosiyasthit, Senior Associate

Email: tip.kos@merlinandassociates.com

Tel: +852 6692 895 1915

Miagen
Activities: Delivering budgeting, forecasting and planning 

solutions for the aviation leasing industry through Leasegen and 

airline route profitability through Routegen. Miagen deliver cloud 

based advanced CPM solutions, integration solutions and BI / 

data visualisation tools connecting people, data and systems.

Address: Miagen House, 14/15 St Andrews St, Dublin 2, D02 

HP58, Ireland

Web: www.miagen.com

Contacts:

Aamir Rajput, Consultant

Email: arajput@miagen.com

Tel: +353 1 969 5910

Stephen Costigan, Consultant

Email: scostigan@miagen.com

Tel: +353 1 969 5900

MIAT Mongolian Airlines
Activities: Transportation

Address: MIAT building, Buyant-Ukhaa 45, Mongolia

Web: www.miat.com

Contact:

J. Chinzorig, Engineer

Email: j.chinzorig@miat.com

Tel: +976 70049809

Milbank 
Web: 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 Hudson Yards, New York, NY 10001-2163, USA 

Contacts: 

Drew S. Fine, 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

 
Milbank - London

Address: 10 Gresham Street, London, UK EC2V 7JD, UK 

Contacts: James Cameron, Partner 

Email: jcameron@milbank.com 

Tel: +44 20 7615 3031
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Nick Swinburne, Partner 

Email: nswinburne@milbank.com 

Tel: +44 20 7615 3278

 
Milbank – Singapore 

Address: 12 Marina Boulevard, Marina Bay Financial Centre 

#3603, Tower 3, Singapore 018982, Singapore

Contact: Paul Ng, Partner

Email: png@milbank.com 

Tel: +65 6428 2442

Milbank - Beijing

Address: Unit 06, 15th Floor, Tower 2, 79 Jianguo Road, 

Chaoyang District, Beijing, CN 100025 

Contact: Shepard Liu, Partner

Email: shepard.liu@milbank.com 

Tel: +86 10 5969 2774

 
Milbank - Frankfurt

Address: Neue Mainzer Straße 74, 60311 Frankfurt am Main, DE

Contact: Dr. Mathias Eisen, Partner

Email: meisen@milbank.com 

Tel: +49 69 71914 3434

 
Milbank – São Paulo

Address: Av. Brigadeiro Faria Lima, 4100, 5th floor, São Paulo, 

SP, 04538-132, Brazil

Contact: Tobias Stirnberg, Partner

Email: tstirnberg@milbank.com 

Tel: +55 11 3927 7702

 
Milbank, Foreign Legal Consultant Office - Seoul

Address: Level 33, Three IFC, 10 Gukjegeumyung-ro, 

Youngdeungpo-gu, Seoul, KR 07326, South Korea 

Contact: David Gartside, Partner

Email: dgartside@milbank.com 

Tel: +822 6137 2601

Mitsui & Co
Activities: Aircraft Leasing and Trading

Address: 1-3-1 Chiyoda-ku Tokyo 100-8631, Japan

Web: www.mitsui.com

Contact:

Masashi Takahashi, Deputy General Manager

Email: Masas.Takahashi@mitsui.com

Tel: +81 809 569 4172

MUFG
Activities: Aviation

Address: 1221 Avenue of the Americas, New York, USA

Web: www.mufg.jp/english

Contact:

Jenny Zhou Ahlers, Vice President

Email: jzhou@us.mufg.jp

Tel: +1 646 767 1359

MUFG Bank
Activities: Aircraft Financing

Address: Ropemaker Place, 25 Ropemaker Street, London, 

EC2Y 9AN, UK

Web: www.mufgemea.com/products-and-services/aviation/

Contacts:

Matthieu Levoyer, Vice President Aviation Finance

Email: matthieu.levoyer@uk.mufg.jp

Aqmar Chowdhury, Vice President - Aviation Finance, IBD

Email: aqmar.chowdhury@uk.mufg.jp

Tel: +44 207 5774826

Mi Zhou, Vice President - Aviation

Email: mi.zhou@uk.mufg.jp

Natixis
Activities: Banking

Address: 1251 Avenue of the Americas, New York, USA

Web: www.natixis.com

Contacts:

Benoist de Vimal, Director

Email: benoist.devimal@natixis.com

Tel: +1 917 244 3076

Nordic Aviation Capital
Activities: Aircraft Leasing

Address: Bedford Place, Henry Street, Limerick, Ireland

Web: www.nac.dk 

Contact:

Eva Ferguson, VP Marketing and Communications

Email: efe@nac.dk

Tel: +353 61 432 400

Norwegian Air Shuttle
Activities: Airline

Web: www.norwegian.com 

Contact:

Tore Ostby, EVP Strategic Development

Email: tore.ostby@norwegian.com

Tel: +47 99 546 400

NWS Holdings
Activities: Aircraft Leasing

Address: 28/F New World Tower, 18 Queen’s road Central, Hong 

Kong SAR

Web: www.nws.com.hk

Contacts:

Carine Truong, Director - Aviation

Email: carinetruong@nws.com.hk

Tel: +852 213 16266
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Chris Wong, Assistant Director - Aviation

Email: chriswong@nws.com.hk

Tel: +852 213 13962

Olympic Airways
Activities: Major Carrier

Address: 101-103 Doiranis Str.-Kallithea, Athens, Greece

Web: www.olympicairways.gr

Contact:

Takis Adamidis, Director Strategic & Fleet Planning

Email: takisoa@otenet.gr

Tel: +30 697404 5074

Oriel
Activities: Commercial Aircraft and Engine Appraisals, 

Consultancy

Address: 57 Duke Street, Windsor, UK

Web: www.oriel.aero

Contacts:

Olga Razzhivina, Senior ISTAT Appraiser

Email: olga@oriel.aero

Tel: +44 3330 117 676

Les Weal, Director

Email: les.weal@oriel.aero

Tel: +44 3330 112 129

PA Nyras
Activities: Aviation Consultancy and M&A advisory

Address: 10 Bressendon Place, London, UK

Web: www.nyras.com

Contact:

Nigel Addison Smith, Director

Email: nigel.addison.smith@paconsulting.com

Tel: +44 7801 180 110

Parra Rodriguez Abogados
Activities: Legal Services

Address: Carrera 9 No 74-08 Ofc. 504, Bogota, Colombia

Web: www.pralaws.com

Contacts:

Bernardo Rodriguez Ossa, Partner

Email: bernardo.rodriguez@pralaws.com

Tel: +57 13 764 200

Cesar Barajas, Director

Email: cesar.barajas@pralaws.com

Plane View Partners
Activities: Commercial Aviation Advisory

Address: 16350 Ventura Boulevard, Suite D513 / Encino, CA 

91436, USA

Web: www.planeviewpartners.com

Contacts:

Craig Segor, CEO

Email: craig@planeviewpartners.com

Tel: +1 310 990 1359

Ian Glover, COO, Managing Director

Email: ian@planeviewpartners.com

Tel: +1 917 913 7023

Peter Fiene, CFO, Managing Director

Email: peter@planeviewpartners.com

Tel: +1 917 288 4915

Regional Airline Support Group
Activities: Parts Distributor

Address: 3550 NW 126th Avenue, Coral Springs, FL, 33065, 

USA

Web: www.rasg.net

Contact:

Jeffrey Turk, President

Email: jeff@rasg.net

Tel: +1 954 979 8130

Rive Private Investment
Activities: Private Equity

Address: 94 rue de la Victoire, 75009 Paris, France

Web: www.rive-investment.com

Contacts:

Bachir Lahsini, Investment Manager

Email: lahsini@rive-investment.com

Tel: +33 6 7818 3804

Camille Brunel, Partner

Email: brunel@rive-investment.com

Tel: +33 6 8460 2637

Rochdale Koku Sentai Group
Activities: Aviation Transaction Consultancy

Address: 450 Park Avenue, Suite 2703, New York, NY 10022, 

USA

Web: www.rochdaleksgroup.com

Contact:

Zafar Asghar, Shareholder

Email: zasghar@rochdaleksgroup.com

Tel: +1 917 332 8547
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Royal Aero
Activities: Leasing & Trading of Aircraft and Engines

Address: Maxlrainer Strasse 12, 83714 Miesbach, Germany

Web: www.royalaero.com

Contacts:

Calum M MacLeod, CEO

Email: info@royalaero.com

Tel: +49 8025 99360

RPK Capital
Activities: Aviation Finance

Address: 35 W. Wacker Drive, Chicago, IL, USA

Web: www.rpkcapital.com

Contact:

Jessie Singh, Director - Global Marketing & Origination

Email: jsingh@rpkcapital.com

Tel: +1 425 299 0338

RVI Group
Activities: Residual Value Insurance

Address: 201 Broad Street, 6th Floor, Stamford, CT 06901, USA

Web: www.rvigroup.com

Contact:

Roger Morin, Senior Vice President

Email: rmorin@rvigroup.com

Tel: +1 203 975 2164

 

Santos Dumont
Web: www.santosdumont.com

Address: 4th Floor, Grattan House, 67-72 Lower Mount Street, 

Dublin 2, D02 H638, Ireland

Contact:

Nancy Derby, Commercial Director

Tel: +353 1 907 2703 

Mobile: +353 86 029 9122

Email: nancy.derby@santosdumont.com

Sarin & Co.
Activities: An Indian law firm specializing in high value asset 

financing, aviation regulatory services as well as litigation.

Address: 48, Sector 4, Chandigarh - 160001, India

Web: www.sarinlaw.com

Contacts:

Nitin Sarin, Managing Partner

Email: nitin@sarins.org

Tel: +91 98142 52145

Vinamra Longani, Head of Operations

Email: vinamra@sarins.org

Tel: +91 98116 16110

Seabury Capital
Activities: Investment & Merchant Banking, Asset Management, 

Financial Services, IT Solutions,

Web: www.seaburycapital.com

Contact:

Paul Thibeau, VP Communications

Email: pthibeau@seaburycapital.com

Tel: +1 612 263 6953

Seefin Aviation
Activities: Aircraft Sales / Remarketings / Aircraft leasing

Address: Hospitality House, DCS Office, 16-20 Cumberland 

Street South, Dublin 2, Ireland

Web: www.SeefinAviation.com

Contact:

James O’Shea, CEO

Email: James@SeefinAviation.com

Tel: +353 86 815 1852

Seraph aviation management
Activities: Lessor

Address: Embassy House, Ballsbridge, Dublin 4, Ireland

Web: www.seraph.com

Contact:

Aengus Whelan, CCO

Email: awhelan@seraph.aero

Tel: +353 87 227 2087

Shinsei Bank
Activities: Banking

Address: 2-4-3, Nishonbashi-muromachi, Chuo-ku, Tokyo, Japan

Web: www.shinseibank.com

Contact:

Koichi Miyatake, Manager

Email: Koichi.Miyatake@shinseibank.com

Tel: +81 3 6880 8647

Silveroak Legal
Activities: Asset Finance (Aviation & Shipping), Capital Markets 

and Structured Finance and Securitizations.  See website for 

more information about our services.

Address: Road Town, Tortola, British Virgin Islands VG1110

Web: www.silveroaklegal.com

Contacts:

Sally Cox, Managing Partner, British Virgin Islands Office

Email: scox@silveroaklegal.com

Tel: +284 340 8887
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Owen Jones, Managing Partner, Cayman Islands Office

Email: ojones@silveroaklegal.com

Tel: +345 769 1858 / 786 777 8546

Address: Suite #647, 10 Market Street Camana Bay, Grand 

Cayman Cayman Islands, KY1-9006

Simplex Legal
Activities: Aircraft and Engine Finance, Leasing, Maintenance 

and Commercial Law

Address: #3300, Bow Valley Square II 205 5th Avenue SW 

Calgary, Alberta T2P 2V7, Canada

Web: www.simplexlegal.ca

Contact:

Andrea Sepinwall, Senior Corporate Counsel

Email: andrea@simplexlegal.ca

Tel: +1 888 568 4119 ext. 115

SMBC Aero Engine Lease
Activities: Engine Leasing and Financing

Address: World Trade Center, Office Tower B / 16F 

Strawinskylaan 1639, 1077 XX, Amsterdam, The Netherlands

Web: www.sael.aero

Contact:

Christopher Rodrigues, SVP, Sales & Marketing

Email: chris.r@sael.aero

Tel: +31 20 7054988

SmileAir 
Activities: Airlines - ACMI & Charter

Web: www.smileair.eu

Contact:

Nino Boric, CEO

Email: info@smileair.eu

Tel: +385 98 164 6233

Smith, Gambrell & Russell 
Activities: Global Transport

Address: 1301 Avenue of the Americas, 21st Floor, New York, NY 

10019, USA

Web: www.sgrlaw.com

Contacts:

Marc Latman, Partner

Email: mlatman@sgrlaw.com

Tel: +1 212 907 9787

Pete Barlow, Partner

Email: pbarlow@sgrlaw.com

Tel: +1 212 907 9714

Joshua Gentner, Partner

Email: jgentner@sgrlaw.com

Tel: +1 212 907 9778

 

Jeff Tenen, Partner

Email: jtenen@sgrlaw.com

Tel: +1 786 522 2539

Address: 333 S.E. 2nd Avenue, Suite 2000 Miami, GL 33131, USA

Southwest Airlines
Activities: Airline

Web: www.southwest.com

Contact:

Michael Hansen, Manager Fleet Strategy

Email: michael.hansen@wnco.com

Tel: +1 214 904 6070

SPDB Financial Leasing
Activities: Aircraft Leasing

Address: No.2865 LongTeng Avenue, Xuhui District, Shanghai, 

China

Web: www.spdbfl.com.cn

Contact:

Kanter Zhang, Director, Trading

Email: zhangjt@spdbfl.com.cn

Tel: +86 21 33566685

Spectre Air Capital
Activities: Aircraft and Engine Leasing

Address: 500 W. 5th Street, Suite 750, Austin Texas 78701

Web: www.spectre.aero

Contacts:

Kevin Casey, President- SCS

Email: kcasey@spectre.aero

Tel: +1 334 791 1076

Jordan Jaffe, CEO

Email: jjaffe@spectre.aero

Tel: +1 512 551 1211

ST Engineering Aerospace
Activities: Engineering

Address: 103 Chesapeake Park Plaza, Baltimore, Maryland 

21220, USA

Web: www.mras-usa.com

Contact:

David Chun, MRO Service Agreement Manager

Email: david.chun@ge.com

Tel: +1 410 682 1668
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ST Engineering
Activities: Aircraft and Engines Leasing, MRO

Address: 1 Ang Mo Kio Electronics Park Road #07-01, Singapore 

567710, Singapore

Web: www.stengg.com

Contacts:

Paul Wong, VP Aircraft Leasing

Email: wongxingkai.paul@stengg.com

Yip Hin Meng, SVP/GM Aviation Leasing

Email: yiphm@stengg.com

Lim Wei Boon, VP Marketing

Email: limwb@stengg.com

Strikitsa Consulting
Activities: Executive Search & Collaboration Management

Address: Melrose House, 6 Winchester Road, London NW3 3NT, 

UK

Web: www.strikitsaconsulting.co.uk

Contact:

Regina Wojciechowska, Manager

Email: regina@strikitsaconsulting.co.uk

Studio Pierallini
Activities: Aviation Law Firm

Address: Viale Liegi 28, 00198 - Rome, Italy

Web: www.studiopierallini.it

Contact:

Laura Pierallini, Founder and Name Partner

Email: l.pierallini@pierallini.it

Tel: +39 06 8841713

Success410.com
Activities: Legal and related strategic advisory services for the 

global aviation industry

Address: 21 Merkela street, Office 302, Riga, LV1050, Latvia

Web: www.success410.com

Contact:

Ivars Mekons, Managing Partner

Email: ivars.mekons@success410.com 

Tel: +371 2618 4400

Sumitomo Mitsui Finance and Leasing
Activities: Leasing and installment sales of a variety of 

equipment and machinery

Address: 1-3-2, Marunouchi, Chiyoda-ku, Tokyo 100-8287, Japan

Web: www.smfl.co.jp

Contact:

Shinichiro Watanabe, Managing Executive Officer, Head of 

Transportation Business Unit & Deputy Head of International 

Business Unit

Email: watanabe-s@smfl.co.jp

Tel: +81 703 875 6211

Sunwing Airlines
Activities: Airline

Address: Toronto, Ontario, 27 Fasken Drive, M9W 1K6, Canada

Web: www.sunwing.com

Contact:

Joe Dillbeck, Head of Fleet Planning & Transactions

Email: jdillbeck@flysunwing.com

Tama International Consult
Activities: Advisory, Financing, Brokerage

Web: www.tamaconsult.com

Contact:

Stephan C. Brecht, President

Email: stephan@tamaconsult.com

Tel: +1 450 515 2082

Tap Air Portugal
Activities: Airline

Address: Aeroporto de Lisboa Edificio 25

Web: www.flytap.com

Contact:

Jose Zaidan Maluf, Advisor for fleet

Email: e-jmaluf@tap.pt

Tel: +351 961 210 175

TAR Mexico
Activities: Airline

Address: Bernardo Quintana CS9800 Int A706C Centro Sur, CP 

76090, Queretaro, Mexico

Web: www.tarmexico.com

Contact:

Angel Garcia, VP Network & Fleet Planning

Email: agarciac@tarmexico.com

Tel: +52 553 408 5466

Taylor English Duma
Activities: Law firm handling aircraft leasing, finance, purchases, 

sales, maintenance contracts, and other aviation business

Web: www.taylorenglish.com

Contact:

Robert D. “Bo” Strauss, Partner

Email: rstrauss@taylorenglish.com

Tel: +1 678 336 7289
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The Korea Development Bank
Activities: Aviation Financing Desk

Web: www.kdbbank.eu/kdb-bank-seoul

Contact:

DK HA, Senior Vice President

Email: dkha@kdb.co.kr

Tel: +65 9 478 3927

TMF Group
Activities: Corporate Service Provider

Address: 3rd Floor, Kilmore House, Park Lane, Spencer Dock, 

Dublin 1, Ireland

Web: www.tmf-goup.com

Contact:

Kevin Butler, MD - UKI

Email: kevin.butler@tmf-group.com

Tel: +353 87 965 8828

Tokyo Century Corporation
Activities: Leasing and financing of aircraft, engines and parts 

and | Japanese tax lease structuring and arrangement

Address: 3 Kanda Neribeicho, Chiyoda ku, Tokyo

Web: www.tokyocentury.co.jp/en

Contact:

Takamasa Marito, Joint General Manager

Email: marito.t@tokyocentury.co.jp

Tel: +81 352 096 399

Tokyo SPC Management 
Activities: Finance Advisor

Address: 4-7-14, Akasaka, Minato-ku, Tokyo 107-0052, Japan

Web: www.tokyospc.co.jp

Contact:

Masaki Morita, Corporate Lawyer

Email: mmorita@tokyospc.co.jp

Tel: +81 03 3560 1115

TrueAero
Activities: Leasing, Remarketing, Asset Trading, Parts, Technical 

Services

Address: 6020 99th Street Sebastian, FL 32958, USA

Web: www.trueaero.com

Contacts:

Stratton Borchers, President

Email: sborchers@trueaero.com

Tel: +1 830 739 3475

Chris Luke, Vice President Leasing

Email: cluke@trueaero.com

Tel: +1 786 201 0624

Marion Siuta, Senior Vice President of Acquisitions

Email: msiuta@trueaero.com

Tel: +1 682 410 7686

Address: 2401 E Randol Mill Dr. #500 Arlington, TX 76011, USA

Karl Drusch, CEO

Email: kdrusch@trueaero.com

Tel: +1 682 247 3961

Turkish Airlines
Activities: Commercial Airline

Address: Yesilkoy Mh. Havaalani Cd. No:3/1 Bakirkoy, Istanbul, 

Turkey

Web: www.turkishairlines.com

Contacts:

Hande Soyler, Aircraft Finance Supervisor

Email: hbacak@thy.com

Tel: +90 212 463 63 63 (ext.11613)

Ezgi Ozer Akay, Supervisor, Aircraft Finance Contracts

Email: eakay@thy.com

Tel: +90 212 463 63 63

TVPX Aircraft Solutions - Trust Services
Activities: Trust Services for Aircraft, Import/Export Brokerage 

Services, Insurance Brokerage Services

Address: 39 East Eagle Ridge Drive, Suite 201, USA

Web: www.tvpx.com

Contact:

Scott Nielsen, SVP

Email: scott@tvpx.com

Tel: +1 801 877 0509

TWA Aero
Activities: Aircraft Trading, Leasing & Financing

Address: Unit Level 13(A), Main Office Tower, Financial Park 

Labuan, Jalan Merdeka, Malaysia

Web: www.twa-aero.com

Contacts:

Ian P. Scheyer

Email: ian@twa-aero.com

Tel: +61 408 037 330

Colin White

Email: colin@twa-aero.com

Tel: +61 498 145 934
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Tyabji Dayabhai
Activities: The firm represents various leasing companies 

including GECAS, DAE, ACG, Altavair, Investec, Pembroke, 

Wings, CDBALF, Aero Capital Solutions, Macquarie, Alterna, 

AVIC, Goshawk, Airbus ; Banks including US Exim, Deutsche 

Bank, Wilmington Trust, Wells Fargo, Standard Chartered, KfW, 

Natixis, Investec, SMTB, ING, CACIB, UKEF, Barclays in matters 

including lease and sale of aircraft to Indian operators and 

Repossessions , both involving court and outside court.

Address: Lentin Chambers, Dalal Street, Mumbai 400001, India

Web: www.tyabjidayabhai.com

Contact:

Nimish Vakil, Partner

Email: nimish.vakil@tyabjidayabhai.com

Tel: +91 222 265 0342

UCD Smurfit Graduate Business School
Activities: Aviation Education

Address: UCD Michael Smurfit Graduate Business School, 

Carysfort Avenue, Dublin, Ireland

Web: www.smurfitschool.ie/programmes/masters/

mscinaviationfinance

Contact:

Patrick Blaney, Chair Aircraft Leasing Finance & Law Programme

Email: pblaney@ucd.ie

Tel: +353 86 850 3600

Ventum Aviation Consultancy 
Activities: Commercial Aircraft and Engine Trading Advisory, 

Private Jet marketing, Aircraft MRO support

Address: Akasya Tower A1 Block Floor 26 Suite:150 ZIP Code 

34660 Uskudar - Istanbul, Turkey

Web: www.ventumaero.com

Contact:

Rasih Kahraman, SVP Asset Management

Email: rasih.kahraman@ventumaero.com

Tel: +90 530 208 7162

Vistra China
Activities: Corporate Service Providers

Web: www.vistra.com

Contact:

Lika Li, Senior business development

Email: lika.li@vistra.com

Volaris
Activities: Airline

Address: Av. Antonio Dovali Jaime No 70, Mexico City 01210, 

Mexico

Web: www.volaris.com

Contacts:

Mario Enrique Geyne Pliego, Fleet Planning Director

Email: mario.geyne@volaris.com

Tel: +52 555 261 6426

Sonia Jerez Burdeus, CFO

Email: sonia.jerez@volaris.com

Tel: +52 555 261 6413

Juan Manuel Rosas Diaz, Fleet Administration Manager

Email: juan.rosas@volaris.com

Tel: +52 555 261 6400

Maria Elena Rodriguez Asiain, Corporate Finance and Investor 

Relations Director

Email: maelena.rodriguezvolaris.com

Tel: +52 555 261 6435

Jaime E. Pous, Chief Legal Officer & Corporate Affaris SVP

Email: jaime.pous@volaris.com

Tel: +52 555 261 6412

Volofin Capital Management
Activities: Aircraft Finance

Address: One King William Street, London, EC4N 7AR, UK

Web: www.volofin.com

Contacts:

Bob Peart, CEO

Email: bob.peart@volofin.com

Tel: +1 312 282 1316

Robert Jack, Senior Managing Director

Email: robert.jack@volofin.com

Tel: +44 203 982 6008

Stewart Tanner, Senior Managing Director

Email: stewart.tanner@volofin.com

Tel: +44 203 982 6006
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Fleet Tracker monitors 
aircraft fleets, analyses 

trends and discovers new 
opportunities.

Visit airfinancejournal.com/fleet for 
more information
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GREENWICH · DUBLIN · SINGAPORE  
Headquarters, Greenwich, CT, 06830 USA,  01.203.983.6677  

The professionals at SkyWorks maintain direct contact with the lending, investment and 
aviation community, and provide unparalleled strategic and financial business solutions 

to senior executives.  Whether we are raising capital, advising on order campaigns, 
remarketing aircraft or restructuring obligations, we develop and pursue 

all alternatives to deliver the best possible execution. 

On Time, On Target Regardless
Of Challenges Encountered
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