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TRENDS AND FORECAST OF THE DEVELOPMENT OF GLOBAL
AND THE EU AVIATION LEASING MARKETS

TEHAEHLII TA NPOrHO3 PO3BUTKY CBITOBOIO
TA EBPOMENCbLKOro PUHKIB ABIATNISVIHIY

This scientific article is devoted to studying the current state of development of the aircraft leasing
market around the world, and provision of its basic forecast for the future. The main period under review
covers 2012-2018, which show the main trends in the development of aviation leasing, in particular,
major regions such as North America, the EU, Europe and Central Asia, the Middle East and North Africa,
East Asia and the Pacific, Latin America and Caribbean, South Africa, South Asia. Article also examines
the current state of the air transportation market and explains the main relationship and importance
of using direct financing and leasing in the field of air transportation. In addition, the main statistics of
the aviation market are considered. Further, the article reveals regional problems and features of air
transportation in different regions. Next, a full-size analysis of the influence of the banking sector of
developed countries on financing the aviation industry, in particular leasing, is carried out. The share
of the largest participants in financing the aviation industry is displayed, the thesis of the importance
of the Chinese market is expressed. Assumptions are given on future patterns of aviation industry
development, and the centers of gravity of the main air traffic flow in the world are indicated. The article
ends with the disclosure of training topics in the field of aircraft leasing and summing up the future
development of aviation leasing.

Key words: aviation leasing, centers of gravity, international aviation market, passenger transportation,
bank loans, IATA.

LA HaykoBa cTaTTA NpMUCBAYEHA BUBYEHHIO Cy4aCHOrO CTaHy PO3BUTKY PUHKY Mi3MHIY NiTakiB y BCbOMY
CBiTi Ta HagaHHIO NMPOrHO3y MOro Po3BUTKY Y ManbyTHboMy. OCHOBHMI nepioA, WO nepernAaaeTbes,
oxonnoe 2012-2018 pokun, Ae BinobpakaloTbCA OCHOBHI TeHAEHLii pPO3BWUTKY aBiaUiiHOro Ni3uHry,
30KpemMa Taki OCHOBHi perioHn, Ak [liBHi4Ha Amepuka, EC, EBpona Ta UeHTpanbHa A3zia, bnnabkuin
Cxin ta MNiBHiyHa Adpuka, CxinHa Agia Ta Tuxuin okeaH, IlatuHcbka Amepuka Ta Kapnbebknim 6aceliH,
MNisoeHHa Adpwuka, NiBoeHHa Asia. HepaBHii nporHos MixkHapoaHoi acouiaLii NoBiTPAHOro TpaHCNopTy
(IATA) wono po3BMTKY aBiaUiiHNX MacaXXMPCbKUX NepeBe3eHb Ha Hanbnuxdi 20 pokiB cBiAYMTL MPO
Te, Wo A3iaTCbkO-TNXOOKEeaHCbKMN PErioH CTaHe MKepenom reHepyBaHHA GinbLUe NONOBUHN CBITOBOIO
NOBITPAHOIO NAacaXXMpPCbKOro NOTOKY NPOTArOM HacTyMHWUX ABaAUATK pokiB. bnnabko 2029 poky Kntan
BincyHe CLUA nosa no3uuii Hanbinblworo cBiTOBOro puHKYy asiauii, Lo BU3Ha4YaeTbcA 3aranbHMM o6cA-
roM MiXKHApPOAHOro Ta BHYTPIWHbLOro aeianepeBe3eHb. CTaTTA TakoX BMBYAE Cy4aCHWUA CTaH PUHKY
NOBITPAHUX NepeBe3eHb Ta NOACHIOE OCHOBHI B3aEMO3B'A3KM Ta BaXKNMUBICTb BUKOPUCTAHHA NPAMOro
hiHaHCyBaHHA Ta Ni3MHry y cdepi NoBITpAHMX nepeBe3eHb. KpiMm Toro, po3rnAapaeTbcA OCHOBHAa CTa-
TUCTMKa aBiauinHoro puHky. Lani y cTatTi po3KpuBalOTbCA perioHanbHi NpobnemMn Ta 0cobnmnBOCTI
aBianepeBe3eHb y pidHMX perioHax. Jani npoBoaAnTbCA NOBHOMacLWTabHWIA aHani3 BNNnBy 6aHKIBCbKOro
CeKTOpa PO3BMHEHMX KpaiH Ha diHaHCyBaHHA aBiauUiliHOi ranyasi, 3okpema nisuHry. lMokasaHa yacTka
HaMBiNbWMX y4YaCcHWKIB (piHAHCYBaHHA aBiauiHOI ranysi, BUCNOBNEHa Te3a NpO BaXXMNUBICTb KUTANCh-
KOro pvHKy. [JaHi npnnyLeHHA Woa0 ManbyTHIX 3aKOHOMIPHOCTEN PO3BUTKY aBiauifHOI ranysi, a TakoXx
3a3HavyaloTbCA LLEHTPMW TAXKKOCTI OCHOBHOIO NOTOKY MOBITPAHOrO pyXxy Y CBiTi. CTaTTA 3aKiHYyeTbcA PO3-
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KPUTTAM HaB4YanbHWX TEM Yy ranysi Ni3nHry nitakie 1a niaBeAeHHAM MiIACYMKIB MalbyTHbOrO pO3BUTKY
aBiauiNHOro Ni3nHry.

KniouoBi cnoBa: aBianiaviHr, LEHTPW TAXKIHHA, Mi>XKHApPOAHWUIA aBiauiiHWIA PUHOK, NacaXXMpcbki nepe-
Be3eHHA, 6aHKiBCcbKi no3uku, |IATA.

[TIPOBAEMH CUCTEMHOI'O TIAXOAY B EKOHOMILII

[aHHaA Hay4yHaA cTaTbA MOCBALLEHA WU3YYEHUIO TEeKyLero COCTOAHWA Pa3BUTUA PbiHKA NMU3WHra
BO3AYLLUHbLIX CYAOB MO BCEMY MUPY, N NpenocTaBneHnio 6a3oBOro NporHo3a ero pa3suTtuA B ByayLiem.
OcHoBHoOI paccmaTtpuBaemMblil nepuop oxeaTtbiBaeT 2012-2018 roabl, KOTOpble NMOKa3blBalOT OCHOBHbIE
TEHOEHUMN pas3BUTUA aBuWanu3uHra, B YacTHOCTM pacCMaTpUBalOTCA OCHOBHbIE PErvoHbl, Takue,
kak CeBepHasa Amepuka, EC, EBpona n LUeHTpanbHaa AaunAa, bnvxHuin Boctok n CesepHaa Adpuka,
BocTtouHaa Aauna n Tuxuin okeaH, JlatnHckaa Amepuka n Kapnbcknin baccenH, KOxxHaa Adpuka, KOxxHana
A3snAa. B ctaTbe packpblBaloTCA pervioHanbHble Npobnembl 1 0COBGEHHOCTUN aBManepeBO30K B Pa3HbIX
pernoHax. [lanee npoBoAMTCA MOMHOPa3MeEPHbIN aHanmMa BNUAHMA GaHKOBCKOrO CEKTOpa pPas3BUThIX
CTpaH Ha (hMHAHCUpPOBaHWE aBMALMOHHOW OTpacnu, B YACTHOCTM NU3MHra. 3akaH4MBaeTCA CTaTbA
pacKkpblTMeM TEMbI MOAFOTOBKM KaApoB B cdhepe NM3nHra BO3AyLHbIX CYyAOB U NOABEAEHNEM NTOFOB O

6yayuiem pa3BuUTUA aBnanmna3nHra.

KnioueBble cnoBa: aBManU3WHI, UEHTPbl NPUTAXKEHWA, MEXAYHapOAHbI aBUMAUMOHHBIA PbIHOK,
naccaxupckue nepeBo3kn, 6aHkoBckme 3anmbl, MATA.

Formulation of the problem. The aviation
market can be seen as a complex system, con-
sisting of a subset of a number of subsystems,
some of which are independent, and some form
mutually intersecting sets that have a common
segment. The segmentation of the aviation leas-
ing market itself can be based on various charac-
teristics: types of airliners, types of airlines and
the distance of routes, types of leasing itself, the
amount of income of leasing companies, and
the geography of leasing. The above signs play
a different, and in some cases a multidirectional
role. That is, if the influence of a factor on one
segment of aviation leasing is positive and con-
tributes to its growth (development), then on the
other segment the same factor can act with oppo-
site consequences, depressing. In the process of
a comprehensive analysis of the dynamics of the
aviation market, a whole range of different indi-
ces and methods is used. Among them are SWOT
analysis and Porter’s Five Forces Analysis, price
analysis and others.

Analysis of recent research and publications.
The theoretical basis of the study was the work of
the founders of leasing theory: Majer B., Hamel
H., Spitler K., as well as modern works of theo-
rists and practitioners in the field of the leasing
services market, such as Ammembal S., Ander-
son B., Berger T., Blum D., Bubier K., Day A.,
Drew P., Clark T. More general problems, namely:
airport finances and the potential for global invest-
ment in the aviation industry are considered in the
works of foreign authors. Leasing issues, incl. its
various forms are covered in a large number of
studies, primarily of an informational and analyt-
ical nature, however, the current problems and
prospects of aviation proper itself are covered in
a rather fragmented way in the scientific literature.
So, the works of such authors as Afanasyev V.G.,
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Goremykin V.A., Gubenko A.V., Dzhuha V.M.,
Kurnosov A.M., Kabatova E.V., are devoted to
the general problems of aircraft leasing in Russia.
Leshchenko M.I.

The aim of the article is trends and forecast
of the development of global and the EU aviation
leasing markets.

Main research material of the article. The total
fleet of the world, as of August 2018, amounted
to 9,589 vessels, which were leased by 108 com-
mercial lessors from 143 countries of the world fly-
ing on 772 airlines. The combined orders of these
lessors totaled 2,738 airliners on the same date.
The average age of leased vessels was 11.4 years.
At the same time, 5.7% of the entire fleet was in
reserve and not operated. A high concentration
is observed in the aviation leasing market: a large
number of airliners belong to a limited number of
lessor companies. Table 1 summarizes the factors
that have a significant impact on the development
of aviation in the global economy.

The global aviation market, its dynamics and
structure are influenced by numerous factors of
both a macroeconomic nature and the consumer
sector. The latter include the income of the pop-
ulation, the level and quality of life, one of the
modern characteristics of which is the need for
travel as a fast-growing form of leisure and recre-
ation. Obviously, the increase in passenger flows
directly affects the size of the fleet in the global
economy, and, accordingly, the growth of avia-
tion leasing, including international. The regions
are presented in table 1in a ranked form: by gross
national income indicator, taking into account pur-
chasing power parity (PPP) in US dollars 2017. At
the same time, the regional division is based on
the approach of organizations of the UN system.
In addition to macro-regions, the European Union
(EU) has been allocated for comparative analysis.
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Table 1
Factors impacting the development of aviation in the global economy
Air International GNI per capita,
tourism, Air transport, thnd. USD
Population Transport, expenses for cargo Atlas
Region ! carried . By PPP,
min. passenger transportation, | method | .
PAsSeNgers, | transport min. tons-km internat.,
min. port, . current, UsD
min. USD uUsbD

North America 357 878,5 43626 39293,7 54,3 55,2
EU 509 653,4 69553 33339,9 34,4 37,6
Europe and 907 878,8 80283 42641,6 24, 29,5
Central Asia
Middle East and
North Africa 424 217,2 14138 28509,1 8,2 18,8
East Asia and 2279 1043,4 43712 66350,7 9,6 15,7
the Pacific
Latin America
and the 632 260,2 16568 5730,8 8,9 15,3
Caribbean
South Africa 55 17,2 3145 885,2 6,1 12,8
South Asia 1744 117,8 2619,2 1,5 5,6

It seems that the EU needs to be highlighted also
because the World Bank (WB. It is no coincidence
that the hopes of the largest air carriers for the
sustainable development of international tourism,
and, consequently, international aviation leasing,
are associated with the growth of the middle class
in this region, whose population is 6.4 times the
population of North America and 4.5 times the
population of the EU. From the table it follows
that the population of the region "Latin America
and the Caribbean" is satisfied with a low "avia-
tion activity". At the same time, the population of
the above region is 1.77 times the population of
North America, and 24% of the EU. Nevertheless,
the passenger flow in the Asia-Pacific countries
was 3.38 times lower than that of the regions of
North America and Europe and Central Asia, and
2.5 times lower than the EU. It should be noted
that the South Asia region unites countries that
are very different from each other in terms of their
economic power. And if, for example, in India, the
aviation leasing market is still gaining momentum,
then in China it is already quite developed, and
Chinese aviation leasing companies can already
compete with the largest aviation leasing compa-
nies in the global market. If from the point of view
of the size of passenger traffic the above-men-
tioned countries are clearly not among the lead-
ers, then the Asia-Pacific countries are ahead of
all other regions in terms of freight traffic (million
ton-kilometers) by air. Aviation leasing and the
financing of the aviation industry are two closely
related economic institutions. Experts believe that
the volume of financing for deliveries to the global
aviation market will increase from US $ 127 billion

in 2016 to US $ 172 billion in 2020, and fairly rapid
changes will occur in the structure of transac-
tion financing. In particular, we are talking about
increasing the number of low-cost airlines. Low-
cost airlines are considered to be the key drivers
of growth in aviation leasing and passenger traffic
in general, both in the present and in the foresee-
able future. At the same time, it should be noted
that 2015 turned out to be very unfavorable for
these carriers, and their share in the general global
passenger transportation market decreased from
25.9% to 25.4%. Nevertheless, prior to this period,
continuous growth was observed, including the
crisis years of 2008 and 2009, and in general, the
share of low-budget companies increased from
8.0% in 2001 to 25.4% in 2015, i.e. 3.18 times.
But not only the above mentioned indicators are
important for assessing the role of low-cost air-
lines in the aviation market. Much more important
is their regional distribution. With this, to some
extent, the deployment of airlines is the main
consumers of operating leasing services. The
South-East (56%) and South Asia (54%) regions
are leading in the quantitative growth of low-cost
airlines. Europe, which is in third place, lags sig-
nificantly behind with its 39%, but Latin America
is close to it - 36%. In North America, the figure is
at the global average - 25%, in the Middle East -
20%. The lowest rates are observed in Northeast
Asia (10%), Africa (9%) and China (7%). Regarding
China, it should be noted that such low numbers
are associated not with the lack of demand for
low-cost services, but with the legislative restric-
tions of this institution. On the contrary, in India,
for obvious reasons, the share of low-cost airlines
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on local airlines is 62% of the passenger flow. In
general, over the past 10 years, the average annual
growth rate of the number of low-cost airlines in
Asia amounted to 24%, which is 4 times higher
than the global average.

Traditional sources of financing for aviation
leasing are: loans from commercial banks, cap-
ital markets, loans from export credit agencies,
funds from aircraft manufacturing companies.
New sources of financing for leasing include
loans from regional development banks, funds
from large regional lessors, Islamic financing,
investments from institutional investors such as
sovereign and pension funds, and investments
from hedge funds. The role in financing the avi-
ation operations of commercial banks from Asian
countries and the Middle East is growing. If we
talk about the country structure of banks actively
involved in the financing of aviation leasing, we
note that these are mainly the most developed
countries. Banks of other countries provide only
20% of transactions in the world market, while the
maximum share of these 20 percent is provided
by Chinese banks. It is worth noting banks in Ger-
many, Japan, France, the United States and Aus-
tralia (8%). According to Boeing analysts, lessors
will continue to use the stock market and bank
loans as the main sources of capital in the com-
ing years. Moreover, the amount of financing pro-
vided by commercial banks will increase due to
an increase in the share of deliveries of airliners to
China, where bank lending prevails. The distribu-
tion of bank loans by country is shown in Figure 1

In 2018, international air transportation
amounted to 4 billion passenger kilometers, and
domestic — 2 billion passenger kilometers. Inter-
national tourism is a powerful incentive for the
development of airlines and, accordingly, the

mChina Middle East

W Japan USA

W Germany M Great Britain

B France Others
Australia

Fig. 1 The distribution of bank loans by countries
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airline market. According to the World Tourism
Organization (UNWTO), 54% of all tourists use air
transport. Europe takes the first place in the num-
ber of arrivals of international tourists and in the
amount of cash receipts from them. But if on arriv-
als in 2018 it held an absolute majority — 51%, then
revenues from international tourism amounted
to about 36% of world income or $ 448 billion,
while the share of the Asia-Pacific region was
34% or $ 419 billion. The possibilities of air leas-
ing, in addition to those already considered and
related directly to the three parties to economic,
financial and legal relations, are also determined
by the need for airlines in airplanes, depend-
ing on the demand for their services from direct
consumers. The geographical distribution of the
population and its demand for air transportation
vary greatly, which is, as can be assumed, pri-
marily due to the incomes of the population in a
particular region. Members of the United Nations
Economic Commission for Europe (ECE) include,
among others, such countries as Ukraine, as well
as 3 Transcaucasian states — Azerbaijan, Armenia,
Georgia. The countries of Central Asia, including
the EAEU members (Kazakhstan and Kyrgyzstan),
are included in the Asia region and the countries
of the Pacific basin.

When discussing aircraft leasing market it is
important to understand main directions in which
air transportation sphere will develop. A recent
International Air Transport Association (IATA)
forecast for the development of aviation passen-
ger traffic for the next 20 years indicates that the
Asia-Pacific region will be the source of generat-
ing more than half of the global air passenger flow
over the next twenty years.

Around 2029, China will move aside the United
States out of the position of the world's largest avi-
ation market, determined by the total volume of
international and domestic air traffic.

Along with this, India will rise to the second
step in 2026, displacing Britain, while Indonesia
will enter the TOP-10, and Italy will no longer be
among the ten largest markets.

IATA expects that by 2035 there will be 7.2 bil-
lion passengers ayearinthe world, whichis almost
65 % more than in 2018. Such a forecast is based
on a global aggregate average annual growth
rate — CAGR - of 3.7%. This indicator reflects the
growth rate of investments over a certain period
of time. The forecast emphasizes that the Asia-Pa-
cific region will be the largest driver of develop-
ment and demand.

The dominant trend of changes in the devel-
opment direction the global leasing market is
evidenced by current statistics and existing fore-
casts of international organizations and individual
experts.
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According to Western experts, aircraft leasing
became a serious business in the 70s of the twen-
tieth century, when the leased aircraft fleet began
to number 100 aircraft around the world. Founded
in 1975, GPA (Guinness Peat Aviation) was per-
haps the first mega-company to rent airliners.
The company was founded in lIreland, still the
headquarters of many leasing companies. Unfor-
tunately, the recession in the aviation industry fol-
lowing the Persian Gulf War (1991) led the GPA to
withdraw from the leasing market.

In just 7 years, including 2011-2018, the share
of the leasing fleet increased by almost 5 per-
centage points (4.72), and the share of the fleet of
own aircraft decreased accordingly, while global
GDP grew by 32% and GDP of developed coun-
tries (OECD group) - by 17.1%. Consequently, if we
calculate the average growth rate of the leasing
fleet for the period 2011-2018, then it amounted to
102.2%, which is slightly higher than the annual
growth rates of world GDP (PPP) - a little more
than 2%, and the OECD group indicators (PPP) —
slightly below 2%

As for the sources of financing the activities
of airlines, they are represented by the follow-
ing institutions: leasing companies themselves,
the capital market, private assets, commercial
banks, export credit agencies, hedge funds, etc.
2011 turned out to be very difficult for aviation
companies in terms of attracting sources financ-
ing for their core business. In subsequent years,
the situation gradually improved and in the period
from 2016 to 2018. airline owners felt quite com-
fortable financially. As for export credit agencies,
even during the acute phase of the crisis, they
did not lack financial resources. The same can be
said about hedge funds. For the class of private
assets, it is difficult to single out any definite trend;
rather, the situation was characterized by signifi-
cant fluctuations in the volume of invested funds.
Commercial banks provided loans to airlines, but
very selectively, since their profitability even in
the most favorable periods for the development
of air transport is very low, and therefore the free
cash flow is not so large, which leads to risks of
increasing the debt load.

Lessors of the fleet are not always direct regis-
tered owners of the aircraft of their fleet, and prop-
erty (ownership) is often associated with special
purpose companies (SPC).

In general, this sector of the economy mea-
sures the size of leased air fleets by the number
of aircraft under management. The system is con-
figured as if the tenant — the airline could be the
“operator”, SPC - the “co-owner”, and the leasing
company - the “manager”. There are more than
150 lessors in the world, but just under two-thirds
of the leased fleet is managed by the 15 largest
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leasing companies (lessors). Many leasing com-
panies are owned by financial institutions or pri-
vate shareholders.

In the last decade, there has been a sharp
increase in landlords who have come under cap-
ital control from Asian countries (Japan, China,
Hong Kong), including SMBC, Boca, ICBC and
Avalon. In addition to the expected return on
investment income (which is usually made in hard
currency, primarily in US dollars) in aircraft, these
investments are considered as protection against
currency fluctuations, especially the devaluation
of some Asian currencies.

One of the important trends in the develop-
ment of the global aviation leasing market is the
training of highly qualified personnel for this sec-
tor of the economy. In 2016, the first ever gradu-
ation of Masters in Aviation Finance took place,
which is now taught at UCD's Smurfit Business
School. The most significant role in the develop-
ment of training highly qualified personnel in the
world belongs to the Irish Academy of the famous
Tony Ryan — DCU Ryan Academy. Ireland occu-
pies the highest positions, or, as one of the avi-
ation research researchers Gavin McLoughlin fig-
uratively writes, “flies high” in the field of aircraft
leasing, including in preparing management for
this industry

According to most experts, by 2034 the rich
Middle East will come out in the number of large
airliners — 208 units, Asia will be in the second
place — 182 cars, but the Indian subcontinent will
be in third place, where India takes the leading
place — 155 units, and only in 4th place is China -
143 units, Europe — 148 units will lag behind just a
little, and the CIS fleet will have 133 such airliners,
which also seems significant both for national les-
sors and manufacturers of this equipment.

If we turn to the agreement on air transpor-
tation concluded between the countries for the
period from 1945 to 2017, it becomes obvious that
they provide a significant increase in flights car-
rying passengers and goods to the countries par-
ticipating in these agreements (for example, the
agreement between China and ASEAN, signed in
2010, led to an increase between the two sides of
the routes and the number of airports they cov-
ered from 78 to 156). Such a quantitative increase
in routes and destinations could not but affect the
number of aircraft leased.

Since 2014, AerCap has become the largest
lessor in the world market in terms of total asset
value, which has bypassed the constant leader of
GECAS by only $ 600 million. The same advan-
tage remained in 2015. It should also be noted
that already 38 leasing companies have an air
fleet in the global market that exceeds the cost
of $ 1 billion.
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Conclusions. It must be emphasized that mac-
roeconomic factors and their adverse changes can
adversely affect the state of specific markets. In
particular, in the aviation leasing market, despite
its growth as a whole, a negative trend mani-
fested itself in the excess of the supply of aviation
objects over demand, which was largely due to a
drop in oil prices, respectively, for aviation fuel, as
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a result of which the operators were able to fulfill
their obligations to deliver passengers, operating
fewer airliners, but more intensively. That is, avi-
ation as a part of the aviation industry is forced to
reckon with the emerging restrictions and seek a
way out in a more complex approach to develop-
ment schemes and the mechanism of interaction
between aircraft manufacturers and air carriers.
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