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Gates and Partners LLP 

 The only international law firm wholly dedicated to the aviation industry  

 Over 60 lawyers specialising in aviation law in 4 international offices - London, Dubai, 

Singapore and Brussels 

 Internationally acclaimed year after year by our peers, clients and industry – awards from 

Expert Guides – the Best of the Best, International Who’s Who Legal, Chambers and 

Partners, Air Finance Journal, The Lawyer Awards, Legal Business Awards, The Legal 500 

 Awards include “most commercially aware”, “best industry knowledge”, “most innovative”, “a 

stellar reputation” “The lawyers realise solving problems quickly and thoroughly may 

not mean as many billable hours, but is better for clients”  

 Aviation Law Firm of the Year, 2010, 2011, 2012, 2013 

 

February 2013 



Introduction 

February 2012 

 Are we over complicating business jet finance? 

 How can we better protect investments? 

 Why business jets are better assets than most credit committees realise 

 Do we need to rethink business jet finance? 



Market Forescasts 

 Teal forecast 

 production of 13,879 aircraft worth some $310 billion during the next 10 years 

 10,249 traditional business jets worth $249 billion 

 568 corporate versions of jetliners and regional jets worth a combined total of $42 billion, 

and  

 3,062 business turboprops worth a total of $19 billion 

 For comparison, the last ten years (2002-2011) saw production of 10,886 business aircraft 

worth $198 billion 

 Of the traditional business jets in Teal's forecast, 65% of these (by value) will be high-end 

models such as the Gulfstream G550, Falcon 7X, G5000 and ACJ/BBJs – up 50% since pre 

2009 

 Implies a permanent shift in favour of more expensive models 
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Current market drivers 
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The Forecast – Regional Details 
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A year in reflection: 2012 to 2013 

 Market trends and the financiers perspective – relationships versus metal 

 Bombardier $7.8 billion deal with Vistajet - acquisition of up to 142 Global twinjets. This 

includes firm orders for 25 Global 5000s, 25 Global 6000s and six Global 8000s - currently in 

development - as well options for 40 Global 5000s, 40 Global 6000s and six Global 8000s.  

 Hawker Beechcraft 

 BNP Paribas and Societe Generale announced they would be reducing their commitment to 

aircraft loans, and in January RBS sold its entire aviation business to Sumitomo Mitsui for 

$7.3bn 

 Operator consolidation – AirClub - eight European corporate jet operators 
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A year in reflection: 2012 to 2013 

 Global aviation sector needs US$83 billion to cover 1,500 scheduled deliveries of jet and 

turbo prop planes this year  

 Accessing funds is becoming increasingly difficult: 

 Serious lack of confidence among financiers looking to borrow in US dollars 

 European banks reducing their exposure to the market in the face of Europe's debt crisis 

and Basel III restrictions on capital exposure – Euro versus Dollar dip 

 Funds from alternative sources eg Asian financial institutions and capital markets; other 

capital markets; hedge funds; private debt facilities; and regional and local banks.  

 Asia - Sumitomo Mitsui Financial Group Inc (SMFG) and Mitsubishi UFJ Financial Group Inc 

are venturing into aircraft leasing.  

 Minsheng Financial Leasing - approved by the China Banking Regulatory Commission - 

value of its assets was more than $8.5 billion and it has reported orders for more than 100 

business jets, backed by approximately $200 million in non-refundable deposits  
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Private and Corporate Aircraft – High Risk Asset or Safe 

House? 

 Who underwrites the high risk categorisation? Does it apply to private and corporate jets? 

 Repercussions of general acceptance of the categorisation 

 Paradigm shift following the global recession – financiers are drawn to aircraft financing 

because it is perceived to be safer than general corporate loans. In the event of a default, 

lenders recover a bigger share of the loans by selling the jet. 

 "Aircraft are gaining popularity as hard assets," said Masao Masuda, director of state-run 

Development Bank of Japan's global aviation team. 

 Relatively easy to forecast future asset value 

 Unlike real estate, aircraft can be moved around, from weak markets to the strong 

 While the airline industry can be highly volatile, subject to economic downturns and shocks 

like terrorism and epidemics, leasing operations are relatively insulated from such swings. 

"Even in times of difficulties, airlines make it an utmost priority to make good on lease 

payments to continue their business"  

 Can the same be true of private and corporate jets? 
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Making the case for private and corporate aircraft 

 Credit risk – credit profile of the entire structure - usually independent of the asset – 

relationships and assets 

 Flexible holding, registration and operational structures 

 High competition amongst manufacturers – manufacturer support – warranties  

 Industry support to security and operational arrangements 

 Tripartite agreements 

 AVN67B 

 Aircraft registration and powers of attorney 

 Warranty support 

 Cape Town 

 Reliance on the aircraft – contribution to shareholder value and GDP 

 Propensity (or not) to reliance on charter income 
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Traditional finance structure - CJI 
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Leasing and straight loan finance 

 Leasing - 14 percent of jet purchase transactions  

 Lease, possession and enforcement 

 Improve cash management – asset-based lenders with expertise in aircraft finance 

means can secure the lease by the value of the aircraft – not income-producing core 

business asset 

 Mitigate residual value risk 

 Straight Loan Finance 
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Traditional Methods of Finance 

Cash 

Asset financiers 

Private 
Wealth Banks 

Local Funding
  

Leasing 

Private Equity 
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The sweet spot in jet finance 

 “Right customer, right aircraft” 

 Cash is King 

 Lenders begin to show increased liquidity. “The banking industry is swimming in cash due 

to a dearth of investment alternatives with acceptable yields. Many businesses also now 

have record levels of cash [for] both the same reason and [because of] an unwillingness 

to expand their businesses given the political uncertainty  

 Cash continues to dominate the market at 56 percent of the U.S. market and is 

approaching 70 percent globally  

 Companies and individuals with stronger balance sheets/PNW statements that tend to 

gravitate to newer, larger aircraft typically have plenty of financing available 
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The finance chasm 

Aircraft/Owner 
specific 

Operator finance 

Higher credit risk 
borrowers 

Emerging market 
residents 

Manufacturer 

Small cabins mid range 

Non mainstream OEMs 

Older aircraft – 10 years 
and older 

Personal light jets 

PDP Finance 

Markets  

Emerging markets 

Refinancing cash 
purchases 

Unsupported markets 
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EBAA AMAC FINANCE AND LEASING GROUP 

AIRCRAFT FINANCE WORKSHOP held 29 November 2012 

 
 A closed workshop aimed at investigating and addressing concerns around risk and credit 

assessment of aircraft finance transactions in the private and corporate jet industry 

 Areas of concern 

 Valuations 

 Repossession 

 Financing the problem areas 

 Maintenance 

 Insurance 

 Aircraft operation 

 The acquisition process 
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Typical challenges in aircraft finance  

 Perceived and real risks 

 KYC and due diligence – credit risks 

 Security and challenges 

 Valuations 

 Types of security available - Recourse and non-recourse 

 Aircraft operation and asset management 

 Enforceability and repossession 

 Jetnet: 2007- 26 business jet repossessions worldwide. End of 2008 nearly 60, and it nearly doubled again the 

following year before beginning a steady decline. This year - 44 bizjet seizures, as the numbers continue their 

return to normal levels.  

 Local financial regulations and laws 

 Aircraft registration 

 Tax and liens 
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Recommendations for improvement within the industry 

 Legal - Develop recommended legal terms for standard contracts within the industry (e.g. 

tripartite agreements) 

 Valuations - approach valuers (Blue Book, Ascend) and encourage them to review their 

research approach. Challenge forecasts. Align with pre-owned sales 

 Regulatory – clarity on legal status of operators and particularly those without AOCs who 

privately manage aircraft 

 Co-operation within the industry:  

 Operators and financiers – asset management and reporting to help avoid repossession 

scenarios, develop a gold standard for operators from a finance perspective, agree 

standard terms for common agreements 

 Manufactures and financiers – Vendor and PDP finance, asset protection, extension of 

warranties etc 

 Insurance – allocating the risk and providing cover 
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Capitalising on the opportunities – who will? 

 Leasing opportunities – commercial lessors 

 Asset management firms - whether loans or leases, they are secured long-term investments 

and fixed-rate dollar assets, which is attractive for dollar investors  

 Pension funds, private equity funds and institutional investors – supporting expertise led 

leasing companies 

 Vendor finance 

 Insurance 

 Pension Funds – long term, defensive assets – alternative asset streams 

 Capital markets/Bonds 

 Ex-Im - objective is to provide at least $1 billion in financing of U.S. business aircraft and 

helicopters by 2014. $600 million in loans in 2012, including a $350 million loan facility to 

Textron’s captive finance division to support the export sales of Cessna ($500 million 

package it provided in 2009) 
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Thank you 
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