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ORIEL VIP REPORT, Issue 1 

Welcome to the first edition of Oriel’s Values In Perspective (VIP) Report – our periodic take on the 

commercial aircraft market and values. 

A Reuters article called the gathering of the great and the good in Dublin last week as a ‘mini Davos’ 

and the mood in the conferences, receptions, restaurants, bars and even from taxi drivers was very 

positive.  The sector certainly benefitting from the halo effect of the AerCap/ILFC deal announced in 

late 2013 and rounded off what was a dramatic change of sentiment in the second half of 2013.  

The portents for key constituents in the fortunes of commercial aviation are aligning. Economic well-

being, consumer and business confidence are improving.  Oil prices have moderated. Lease rates for 

the in production types are improving over and above any influence from interest rates as supply 

tightens.  Appetite for financing aircraft is spreading to the mid-life assets which are seeing the most 

dramatic changes (although a consensus on the exact definition of “mid-life” is yet missing). Indeed a 

panellist on the used aircraft panel at the Airline Economics event quoting 20% pickup on A320s.  

Appetite for the purchase of aircraft with lease in place is also strengthening for new – and more 

significantly – used.  All of this augurs well for market values. 

Without wishing to put a dampener on the overall market the air cargo remains in the doldrums.  

This sector will inevitably improve this year but at Oriel we believe a structural shift is taking place in 

the industry and some of the conventional wisdoms associated with dedicated freighters need to be 

revisited. In the short term the excess capacity will contribute to retirements of large freighters, with 

the 747 converted aircraft bearing the brunt.  

Topics for discussion in 2014 

Useful Life 

We are sure this debate will continue in 2014.  It will be interesting to observe if the parting out of 

younger aircraft continues in a rising market.  It was evident that such action is a clear exit strategy 

for many lessors.  A combination of banked maintenance reserves, lease end compensation and the 

additional cash from sale of the airframe and engines makes the part-out option a sound economic 

choice.  Despite the improving market we still expect to see this option taken by those with financial 

interest in the asset.  The opportunity cost of a part-out should not be underestimated.   

Age Restrictions 

The arbitrary nature of these rules is highlighted by the following observation. Some jurisdictions 

would allow a 1999 737 Classic to be registered but not a newer technology 737NG built in 1998.  

Such a blunt approach is not the way to address sometimes legitimate concerns of authorities. 
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Market Value Trends –Turning the Corner 

The recovery is not a false dawn.  If that statement is true then the question must be: when will 

market values breach the inflexion point and start to track above base values, the beginning of the 

“bull” part of the cycle? 

As we, at Oriel, sit down to build our Base Value matrices it is a question we need to address.  

Maybe it is with an element of good fortune that Oriel’s entry into the valuation space is, we believe, 

coinciding with the period when MV=BV (or very close) for the majority of passenger jet aircraft.  In 

discussion with the market participants be it lessors or financiers this statement ‘struck a chord’.  

Turboprops market values are in our opinion already above and the reverse for cargo aircraft, with 

only the 777-200LRF in the widebody category close to the equilibrium. 

Oriel in 2014 

As a ‘new’ appraisal company, with 40 years combined experience, in its first year Oriel will be 

concentrating on its core expertise – commercial aircraft and engines.  We are offering single-asset 

and portfolio desktop reports to “half-life”, “full-life” and maintenance adjusted level of detail.  

Current and Future Value matrices are available as well.  Oriel’s experts are also happy to provide 

expert witness in disputes involving valuation.   

We are committed to maintaining close relationship with the market and attending a variety of 

industry events.  Meet us at the CAPA Business Briefing in Dublin on 27
th

 February 2014, ISTAT 

Americas Conference in San Diego on 16
th 

-18
th

 March 2014 and CAPA Fleet and Finance Summit in 

Singapore on 25
th

-26
th

 March 2014.  Find us at: www.oriel.aero. 

 


