X/

Joachim Ehrenthal (Autor)
Aviation Industry-Research in Aircraft Finance

Joachim Ehrenthal

Aviation Industry-Research
in Aircraft Finance

Cuvillier Verlag Giéttingen
Inkemationalar wissenschaftlicher Fachverlag

https://cuvillier.de/de/shop/publications/818

Copyright:

Cuvillier Verlag, Inhaberin Annette Jentzsch-Cuvillier, Nonnenstieg 8, 37075 Goéttingen,
Germany

Telefon: +49 (0)551 54724-0, E-Mail: info@cuvillier.de, Website: https://cuvillier.de



Contents

LSt OF FIGUIES ..eeiuvtieeiiiecie ettt ettt e et e e abeeetaeeestaeesssaeessseeennseeenns I
LSt OF TADIES ...ovvieiieciie ettt ettt ettt eibeebeeenseenbaeeaneens v
LiSt Of EQUALIONS ....eeiiviiiiiiieiie ettt et e e e e easeeennseeensaeennns \%
LiSt Of ADDICVIATIONS ....ccvvieiiiiiieiieeiiieiie ettt ettt ettt eteesaaeenbeeeseeenbeenaee e VI
I INErOAUCTION. ¢ttt ettt et sttt e b e 1
1.1 Problem Definition .........cccuvieiiiiiiiiecie e 1
1.2 Course of INVESHIZATION .......ccviiiiiieeciie et eaae e 4

2 CoNCEPUAL BASIS...ccuiiiiiiiiieiiieiieeie ettt ettt st enes 7
2.1 YN AT 1510 ) EO SRR 7
2.2 FINANCING ...ttt et e e e e e enneas 7
2.3 8 115 o SRS UPRRRRTSPRN 7
2.4 Industry-Research...........occooiiiiiiiiiiiie e 10
2.5 INterNAatioNAlILY .....cviiiiieiiecie e 13
2.6 CONCIUSION ..ottt ettt et ettt et e et eeabeeseeenbeeseeens 15

3 AIrCraft FINANCING......coooviiiiiiieiie ettt et e e e ennee e 16
3.1 Views on AIrCraft @S ASSELS......cccciieeiiieeiiiieriieesiteeeteeesre e eeeaeeeereeeeaeeees 16
3.1.1 Aircraft as Operating ASSELS .........coeeruerierirrierienieeiente sttt 17
3.1.2  Aircraft as FInancial ASSEtS .......ccceevvuiieriiiieriiieeiie et 17

3.2 Sources of Aircraft FINancing..........cccceeevveeviiieniie e 18
3201 EQUILY ottt ettt aaeenneas 19
3.2.2 DEDE. ittt ettt ettt eneen 20
3.2.3  LASINE . .eeeutieeiiieiie ettt ettt ettt et ettt et ettt et e abeeneeennas 24

33 CONCIUSION ...ttt ettt et e e et e et esaaeeabeeeneeesbeenseesnseas 29

4 Aircraft Financial Valuation ............cccoooviiiiiiiiciiicccceee e 30
4.1 Aircraft Financial Valuation in Practice ...........ccccovvieiiiiiiiiniiiiiieieee, 30
4.2 Aircraft Financial Valuation in Theory ..........cccoooiiiiiiiiiniiiinieeeee e 32
4.2.1 Net Present Value .......coooviieiiiiiiiiiecieece e 32
4.2.2  Adjusted Present Value..........cocueviiiiiiiiniiiiniiiccscces e 34
4.2.3  RISK ANALYSIS ..eiiiiiieiiiieeiie et 36

4.3 CONCIUSION .ttt ettt ettt e e saeeas 37

5 Towards an Aviation Industry-Research Framework ...........cccccoceveninininennnn. 38
5.1 Assessing the State of the Airline Industry...........coooveeviiviiiiiiiniieieee 38
5.1.1 Demand for Air TranSportation ...........cccceeevveeerieeeiieeeiieeeieeeeieeeeveeeneveens 38
5.1.2 Productivity and COSt ........cceeriieiiieniieiierie ettt 39



5.1.3  Revenue Management..........cccuueeieriiiieeeniiiieeeeiiieeeesireeeeeieeeeeeerneeeennaeeeens 41

5.1.4  AIrline ALANCES ......oovvieiiiiiiieeie et 43
5.1.5 Regulatory ENvIironment............cccoeooveeeiiieeiiieeiiieeiee e 45
5.1.6  Operating EnVIrONmMeNt.........cccueeiiriieieniinieiienienieeieseesieeie e 47
5.1.7  Airling COmMPETIEION ....eecuvveeiiieeeiieeite et eree e seaeeeeenee s 48

5.2 Assessing Aircraft AttraCtiVeNESsS ... .ccuveeeviieriieeiiie e eieeeeeeeieeeeree e 49
5.2.1 Supply and Demand for Aircraft ..........cccoooveriieiieiiienieeieceeee e 49
5.2.2  Aircraft Remarketability .........cccceieiiiiiiiiieiieeeeee e 51
5.2.3  Aircraft TeChNOlOZY ......cccuoeiuiiiiiiiieiecee e 51
5.2.4 Aircraft Regulatory Environment ............ccoccvveeviieeiiieniiienieceee e 52
5.2.5 Behavioral Aspects of Aircraft Transactions............ccceveveveerenveneeriennens 53
5.2.6  Aircraft ManufacCturers ........cooueiiuieniiiiiienieeeeeeeee e 54

53 CONCIUSION ..ttt ettt ettt e et e e tbe e e tbeeesaeeensaeesssaeessseeesseeennnas 55

6  Analysis of the Aviation Industry-Research Framework ............cccccooeviniiinnnnn 56
6.1 Empirical ANalySiS.....c.ceeiiieiiiiiiiiieiieeee et 56
6.1.1  Data DeSCTIPHION ...eecviieciiieeiiieeeiie et ertee et e et e et eeaeeeereeesreeesnseeennseeas 57
6.1.2 Regression on Current Age Aircraft Base Values..........cccoeecvveiieiieninnnen. 58
6.1.3 Regression on Constant Age Aircraft Base Values ..........ccccceevevveeniieennnn. 61
0.1.4  DISCUSSION ...ceutiiutiiiieieetesteet ettt sttt et sb et ettt ettt et s enee e 62

6.2  Non-Empirical ANalySiS ......c.cocuieiiieriiiiieiieeiieee ettt 65
6.2.1 Lessee Behavior and Aircraft Values .........cccoeeveeiiiiiiiiicciieceeceeeen 65
6.2.2 Noise Regulation and Aircraft Values..........ccccoeveeevieniieiieenieeieieeieee, 65

6.3 CONCIUSION .ttt e as 67

T CONCIUSION ..etiiiiiieciie ettt ettt et e e e et e e et e e s tbeessseeeesseeessseeensseeesseennns 68
7.1 Summary of Main ReSults ..........cccooiiiiiiiiiiiiieeee e 68
7.2 Implications for Further Research .............ccoocieviiiiiiiniieiieciieeeeee, 70
7.3 Managerial ImpliCatioNS ..........ccovviieiiieeiiieeieeeeeee e 71

A PPEIIAICES. ..evieeiiie ettt ettt ettt e et e e et e e st e e et ee e taeeetaeeeta e e e saeeenbaeeenaaeenbaeenraenn 72
RETETEINCES ...ttt st 87

II



