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Welcome to the 5th issue of the Oriel VIP Report.  Today 

we are comparing CIT’s latest CAF3 securitisation with 

the earlier issues CAF1 and CAF2. 

In the beginning of July CIT launched an Offering Memoran-
dum through the Irish Stock exchange, a $640m aircraft secu-
ritisation CAF3.  The securitised portfolio includes 28 aircraft, 
with 20 lessees in 12 countries.  

We will leave the financial complexities and nuances behind 

the structure to the experts and those with a direct interest.  

However given the market chatter suggesting a rush of more 

traditional securitisations we believe a review of this portfolio 

and earlier CAF deals would be of broader interest. 

The 28 aircraft are valued at 

$989.3m (average of ap-

praised Base Values), thus 

offering a 64.7% LTV.  Oriel 

estimates the CAF3 portfolio’s 

Base Value at $835.1m, bring-

ing LTV to 76.6%.  Following is 

a comparison of the latest 

portfolio with the previous two 

CIT securitisations CAF1 and 

CAF2, issued within a day off 

each other in December 2008.    

The most apparent difference 

is the reversal in age distribu-

tion.  While CAF1 and CAF2 

had average ages of 3.3 and 3.6 years, respectively, CAF3 is 

more than double at 7.4 years.  In each of the 2008 securitisa-

tions only 5 aircraft were older than 5 years, in the latest of-

fering only 7 are younger than 5 years.  Despite the marked 

difference in fleet average age, the LTV has been raised from 

the original 61.0% and 61.5% (CAF1 and CAF2) to 64.7%.  

Does this mean that lessor is confident in the investor’s ac-

ceptance of the latest leasing ideas?   For a number of years 

now it has been postulated that only in the “middle age” 

bracket can attractive returns be made.  The Castlelake trans-

action (reviewed in VIP2) was very much an older portfolio. 

Ability to transition aircraft between leases is an important 

element in such deals: either handling early returns or perhaps 

initiating them with a troubled airline.  In this respect CIT as 

servicer of CAF1 and CAF2 performed well.  Two aircraft were 

placed with new lessees even before respective bankruptcies 

were announced, two were placed within 2 months and the 

other two took under 6 months.  

Another significant consideration when investing in the ageing 

portfolio is its rate of the value loss.  Of the 28 aircraft in 

CAF3, 15 were transferred from CAF1 and CAF2.  Based on the 

average valuations, these transferred aircraft lost on average 

32% of their value over the past six years, however in Oriel’s 

view their values loss is closer to 46%. 

Comparing the appraised values of the CAF1 and CAF2 with 

our today’s valuation, we estimate that these portfolios lost 

47% and 44% of their values, respectively.  The average ap-

praised value of the CAF3 compared to our 6-year forecast 

shows a potential 50% value loss.  However, based on our 

current valuation of the CAF3 at $835.1m, we estimate value 

loss of approximately 41%, somewhat less but not dissimilar 

to the earlier securitisations. 

Had portfolio been composed 

purely of older (over 5-7 year 

old) aircraft, this number 

could be even smaller.  With 

most of value loss occurring in 

the early years of aircraft’s 

life, the half-life value stabilis-

es in maturity.  This is offset 

by the younger aircraft in the 

portfolio expected to depreci-

ate faster than the earlier ex-

amples, as the impact of last 

off the line becomes manifest.  

Inclusion of four widebody 

A330s provides another 

source of value depreciation 

compared to the narrowbody fleet.  

CAF3 has a greater proportion of widebodies than the earlier 

deals, a further evidence of the more widespread acceptance 

of this class amongst the lessor community.  The two highest 

value assets in the portfolio, accounting for about 22% of the 

total, are one RR- and one PW-powered A330-300s.   Although 

the RR powerplant is a preferred choice today, its PW counter-

part could be of equal or even better standing when aircraft 

reach maturity, helped by a clearly defined secondary engine 

market.  For both aircraft values will be put under additional 

pressure by the enhanced A330neo, expected to be introduced 

in 2017. 

Another group of three young aircraft – Embraer E195ARs – is 

contributing about 10% of the appraised value of CAF3.  These 

aircraft’s values are also under potential pressure from the re-

engined E195-E2, slated to provide higher capacity and better 

economics. 

NB: Oriel has downloaded the IM from the ISE at www.ise.ie 

for those wishing to read the document in more detail.  

We are committed to maintain-

ing close relationship with the 

market and attending a variety 

of industry events.  Meet us at 

ISTAT Europe, Istanbul, 21-23 

September 2014.  Find us at: 

www.oriel.aero. 
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Aircraft type Vintage Original lessee Bankruptcy date New lease start New lessee Transition days 

737-800 2006 Eurocypria 04/11/2010 01/11/2010 El Al -3 

737-800 2007 flyglobespan 16/12/2009 15/02/2010 Travel Service 61 

737-800 2005 flyglobespan 16/12/2009 24/11/2009 Norwegian -22 

A320-200 2007 Mexicana 28/08/2010 07/10/2010 Interjet 40 

A319-100 2001 Mexicana 28/08/2010 20/01/2011 Avianca El Salvador 145 

737-800 2004 Sterling 29/10/2008 01/04/2009 Norwegian 154 

Source: CAPA Fleets 


