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Welcome to the 13h issue of the Oriel VIP Report in 
which we investigating the softening of the turboprop 
values and lease rates,. 

During the downturn of 2008-09 – probably the deepest in the 

aircraft market’s history – turboprops defied gravity.  The sec-

tor has benefitted significantly from the oil price spiking to 

$150 a barrel.  Operating small regional jets became prohibi-

tively expensive and turboprops staged a comeback.  High 

commodity prices have spurred on exploration and develop-

ment boosting the FIFO market.  As demand peaked supply 

could not ramp up fast enough allowing ATR and Bombardier 

to sell their respective products at such a much lower discount 

to the list price than larger aircraft OEMs.  

Several changes have taken place since 2008-09: firstly, oil 

prices collapsed to $40 a barrel; long-term projections indicate 

only a modest price growth to $50-$60 and no anticipation of 

a return of ‘$100 oil’.  Influenced by this price drop, oil and 

gas and mineral exploration and extraction reduced significant-

ly, affecting the FIFO market.  Furthermore, supply side grew 

with ATR nearly doubling its annual production between 2009 

and 2015 (as chart below shows).  And last, but by no means 

least, was growth of the lessors’ speculative orders now com-

prising over 30% of the turboprop order backlog.   

All these changes have brought notable softening in the turbo-

prop sector.  The new builds are still benefitting from the ECA 

support and the financing boom experienced by the rest of the 

industry.  On the other hand, the older aircraft, including the 

in-production models, are seeing their lease rates and values 

deteriorating.  The ATR72-600 which comprises the bulk of 90-

a-year production is among affected types.  One of the fre-

quently sited reasons is competition from the new aircraft of-

fered by lessors.  Anecdotal evidence suggests lease rates for 

new aircraft are at the levels expected from a 5-year old air-

craft.   

The previous generation ATR72-500s however are bearing the 

brunt: airlines upgrading their fleets try to phase out the -500 

as soon as possible.  Their reluctance to operate -500s and -

600s mainly stems from regulatory requirement for pilots af-

fecting their ability to fly mixed fleets seamlessly.   

The Q400 did not experience a dramatic production ramp-up 

as Bombardier is focussing on the CSeries.  Consequently, 

their market values show more resilience with no availability 

and growing demand from developing markets.  Flybe dispos-

ing of its older aircraft after receiving Republic’s Q400s may 

bring new dynamics to the market. 

The smaller aircraft are faring somewhat better with lower new 

production numbers and limited involvement with lessors.  The 

ATR 42 market is benefitting from continuing production while 

its Canadian cousin is starting to raise questions with airlines 

looking into the long-term replacement opportunities.  It is 

also suffering from the decrease in the FIFO flying. 

Softening of values and lease rates can have a positive effect 

helping market to conduct transactions and remain active.  

Opportunities for replacement of older equipment, also encour-

aged by age rules, open at lower price levels.   

Freight conversion is another avenue that requires lower val-

ues to be economically viable.  With typically low utilisation it 

considerably extends the useful life of turboprops. 

The current situation is nowhere close to the doom and gloom 

of the early 2000s when the turboprop backlog shrunk to un-

der 50 aircraft.  Yet, there is a downward pressure caused by a 

variety of factors.  The question is whether historically high 

new pricing and extended value retention will remain the fea-

ture of the turboprop sector, especially for the larger 70-seat 

products. 
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We are committed to maintain-
ing close relationship with the 
market and attending a variety 
of industry events.  Meet us at 
Airline Economics, Dublin, 18-
20 January 2016.  Find us at: 
www.oriel.aero. 
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