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Welcome to the 22nd issue of the Oriel VIP 
Report.  Having analyised Monarch, airBer-
lin and VIM bankruptcies as they happened 
we return to take the measure of the aircraft 
asset liquidity in the aftermath. 

Liquidity, Liquidity, Liquidity - The proof of 

the pudding 

The title phrase is an often used by OEMs, lessors, ana-

lysts and appraisers to stress the importance of this metric 

in the ease of remarketing and, the corollary, the residual 

value potential of an asset.  The conventional wisdom be-

ing, single aisles and 

newer technology 

aircraft are the easi-

est to place, but does 

reality support this 

consensus view? 

Just about a year ago 

there were three sig-

ni'cant airline fail-

ures, Monarch, Air 

Berlin and VIM Air-

lines.  Each airline 

had distinct *eets, 

re*ecting their busi-

ness model’s needs.   

Monarch had all sin-

gle aisles, mostly 

A321s on lease; Air 

Berlin with mostly 

Airbus products, sin-

gle and twin aisles, 

majority leased; and 

VIM had a ragtag of 

mostly older twin aisles centred upon the 777-200ER, all 

leased, and a handful of older 757s ‘owned’ by the air-

line. 

For presentational purposes, more manageable numbers, 

and given the polar differences in the *eet makeups we, at 

Oriel, using the CAPA *eet database, decide to examine 

the redeployment of the Monarch and VIM *eets to test the 

commonly held views on aircraft remarketing and ease of 

placement. 

 

Monarch Airlines 

At the point of bankruptcy in the early October 2017 the 

airline operated a *eet of 35 aircraft, 21 A321-200s with 

the preferred V2500 engines, 9 A320-200s, CFM-

powered, and a sole 737-800.  The average age of the 

*eet was a maturing 13 year, not particularly youthful.  

At the end of August 2018 the idle *eet stood at two 

A321s with one older A320 quickly retired.  As the chart 

illustrates, although some of the *eet quickly re-entered 

service the tipping point when the majority were placed 

was some seven months after the airline closed.  This is not 

a great surprise: 

most of the demand 

would be from the 

Northern hemi-

sphere, and airlines 

are less likely to want 

the capacity outside 

the summer season.  

Nevertheless, the 

time on the ground 

for what are thought 

to be highly sort after 

assets was a tad 

higher than might be 

expected.  However, 

we recognise that 

unscheduled returns 

such as in the case of 

a bankruptcy leave 

owners to the vagar-

ies of the need for 

maintenance, refur-

bishment and the 

availability of spare capacity at facilities able to perform 

these functions.  Currently, the market appears to have 

little excess maintenance capacity.  We also understand 

that simply obtaining a row of seats was a hindrance for 

some lessors getting these aircraft back on lease and gen-

erating revenue.   

As an aside rather unfortunately one aircraft which was 

only placed in July 2018 with VLM would appear to be 

available again as VLM ceased *ying in early September.  

This aircraft appears to have been cursed as this is the 3rd 

airline it has been with that has failed! 
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VIM Airlines  

When this airline ceased *ying in the mid-October 2017 

they operated 27 aircraft, including eleven single aisles 

and 16 twins, of which ten were 777-200ERs.  The aver-

age age of the *eet was a stately 19 years, with nearly a 

third of *eet in excess 

of 20 years of age.   

As of the end of Au-

gust 2018, the idle 

*eet stood at 16 air-

craft.  

The aircraft that have 

been placed relatively 

easily have been the 

four A319s, two 767-

300ERs (strong de-

mand for freighter con-

version) and the sole 

777-300ER and 777-

300. Only three 777-

200ERs have found 

new homes.  None of 

the older technology 

single aisles, mostly 

757s with the less pop-

ular PW engine, which 

were seemingly owned 

by the airline, have 

been placed.  The big-

gest surprise is, proba-

bly, that neither A330-200 has found a home, though we 

understand that one lessor is leasing the two engines at a 

rate better than the aircraft can achieve in the market 

place.  Such is the strong demand for ‘green time’ engines 

in the market today.  

As mentioned earlier, obtaining cabin equipment in a 

timely manner can delay a single aisle’s re-entry into ser-

vice.  We understand that in the twin aisle market provi-

sion of the same equipment can be even more problemat-

ic, especially for business class seats and galley equip-

ment, compounding the idle time. 

The evidence from these two bankruptcies strongly sup-

ports the arguments that newer technology single-aisles are 

liquid assets and arguably older wide-bodies are an asset 

class to wary of for many lessors.  At a high level, the 

placement period for the Air Berlin *eet adds credence to 

this assertion.  

Older technology wide-bodies are not only prone to long-

er remarketing periods and 

higher refurbishment costs; 

their values and lease rates 

are susceptible to signi'-

cant downward realign-

ments during their opera-

tional lives leading to po-

tentially  large write-downs 

for third party owners. 

The biggest obstacle, cer-

tainly today and in the com-

ing years, is 'nding the 

resources to perform 

maintenance and/or the 

refurbishment of cabins 

required by the next opera-

tor.  A situation that is exac-

erbated if the aircraft return 

is unscheduled.  Further-

more, the highest probabil-

ity of an airline failure is 

during the last quarter of a 

year with the likelihood that 

lease revenue may not be 

generated until the follow-

ing Northern summer season even if the lessor signs a 

deal for the aircraft in the intervening period. 

At face value, these remarketing periods for the liquid as-
sets in the Monarch and VIM *eets suggest that the repos-

session and remarketing scenarios used by the Rating 
Agencies in ABS structures could be too lenient.  We do 

not think anyone would dispute that the market over the 
last year has been good in terms of ease of placement for 

liquid aircraft.  Yet, remarketing periods on average have 
been in excess of the three months the Agencies assume.  

Indeed, it could be argued that their six to twelve months 
period assumed in recessions is more appropriate for re-

possession and bankruptcy events. 

Page 2 

ORIEL VIP REPORT 22 Sep 2018 

Source: CAPA Fleets database  


