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Welcome to the 8th issue of the Oriel VIP Report—A 

Dose of Reality.  Are the widebody value projections 

realistic or is the market up for a re-alignment of 

expectations? 

Since the beginning of the year we at Oriel have attended 

the Dublin Air Finance week, CAPA Fleet and Finance Fo-

rum in Singapore, CAPA Business Briefings in Dublin and 

finally the ISTAT event in Phoenix. 

The overriding sentiment is one of positivity with state-

ments such as ‘it is a good time to be a seller’ ringing 

around the speaker stages and reception/networking areas 

at all these events.  However, in our opinion, the most apt 

description for the market was spoken by Norm Liu of 

GECAS during the lessor panel at ISTAT.  He described the 

market as ‘so-so’, a statement at a variance to his fellow 

panellists but in keeping with market intelligence gathered 

by us during the first quarter of 2015. 

We have seen and sensed that for some aircraft types and 

variants 2015 is proving to be weaker than 2014. The 737-

800 lease rates for examples built around the turn of the 

decade are softer than last year with a consensus that 

rates are now in the ‘high 100s’.  Increased availability as 

result of the Russian/Ukrainian crisis and SpiceJet appear 

to be catalysts for this movement.  After defying gravity 

for so long maybe the 737-800 is just falling back into the 

pack and the premium it did command over the A320 has 

narrowed.  For the latter, the increased seat count as a 

consequence of new exit limit has probably contributed to 

this trend too. 

The problems at Skymark and to a lesser extent at AirAsia 

X who are deferring are casting a cloud over the A330-300 

market and we sense a more conservative approach from 

the lessor community in the SLB arena for this asset.  

Whatever the outcome, the Skymark predicament high-

lights the high risk nature of widebody leasing particularly 

if deals go ‘pear shaped’ in their early years. 

The sale of aircraft with leases attached in the lessor com-

munity is proving healthy and the recent publically quoted 

deal by Fly for three 2013-built 737-800s for $137m 

($46m each) illustrates this trend and the values com-

manded by such deals.  These however are not illustrative 

of the values that are commanded by naked aircraft and 

which the ISTAT market value seeks to represent.  To ar-

gue that as lease-encumbered deals are in the majority 

and thus most applicable is fatuous.  Naked aircraft sales 

do occur, maybe not in the same number as those with 

leases attached, but are the most relevant to those players 

who take true residual value risk.  We would expect the 

prices achieved by new or nearly new 737-800 on the mar-

ket from UTAir to be much closer to $40m, than $50m! 

Middle Aged Widebody aircraft 

We have always had a concern about the value retention 

by widebody aircraft particularly when they reach the end 

of their initial lease or their usefulness for the original op-

erator.  We believe that most owners, experts and apprais-

ers are too optimistic on the true value retention of these 

assets.  Currently there appears to be a line of argument 

that points to an engine OEM and its support programme 

for the difficulty of achieving a satisfactory outcome.  At 

the margin, this maybe an issue but we believe it is more 

fundamental and that the problems is with the aircraft type 

not the powerplant.  

We were fortunate to be invited to the Aercap ‘Crush’ 

event during ISTAT which took place at the nearby Good-

year facility.  The scrapping of a 1989 767-200ER was ‘sad’ 

but inevitable, what probably alarmed many observers was 

the sight of two GE powered 777-200ERs in line for the 

chop! 

This aircraft/engine combination has tended to be viewed 

as the most favoured and liquid but at face value these 18-

year old aircraft are unwanted in their primary role, de-

spite oil prices moving in the best direction for this tech-

nology!  Is the aircraft to big, are the transition costs too 

great, are owners reluctant to re-invest in the aircraft to 

lease into weak credits?  We suspect all of the foregoing is 

impacting the placement of widebody aircraft in the sec-

ondary market.  

The calendar age of these aircraft leads us to comment on 

the impact age constraints are having on used aircraft.  It 

has been documented that SIA wanted to place its used 

777-200ERs into NokScoot but has been restricted by Thai 

rules that require aircraft to be sub 15 years old.  Such 

restrictions are now clearly impairing liquidity and residual 

values and need to be addressed. 

In the coming year or so the market will have to absorb a 

number of A330-200s that are being released by Emirates.  

The ease and the rates at which these aircraft are placed 

on a sale or lease basis will be a useful indicator for other 
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twin aisles most notably the 777-300ER which is concen-

trated with few operators.  We would contend that the 

A330-200 is probably a more liquid asset than the Boeing 

product given its size, and the corollary re-configuration 

cost, and its range/payload capabilities.  Nevertheless we 

expect prices and rates achieved will lead to a re-appraisal 

of their worth.  

There is a number of the early-delivery 777-300ERs which 

are approaching the end of their initial lease.  At the mo-

ment the underlying market points to a high probability of 

lease extensions which is good news for the lessor however 

to expect this trend to be the case for every aircraft going 

forward is probably fanciful.  There could be increased 

used aircraft competition and the prospect of competing 

with unplaced new aircraft. 

In summary, the market is displaying every sign of the top

-of-the-cycle behaviour, full of savvy sellers and invigorat-

ed buyers.  However, one should be cautious of over exu-

berance which, as the mature widebody market shows, 

may lead to unwanted residual value consequences.  In the 

period when many a programme will be undergoing engine 

technology upgrades the issue of residual value can be 

complicated but also rewarding at the right price. 

We are committed to maintain-

ing close relationship with the 

market and attending a variety 

of industry events.  Meet us at 

ISTAT Asia, Singapore, 10-12 

May 2015.  Find us at: 

www.oriel.aero. 
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