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Aviation industry was experiencing a 10-year supercycle into 2020

Covid-19 impact on air travel has been unprecedented, however the sector has demonstrated 
its robust nature historically and there are reasons for optimism

Aviation finance is innovative and continually evolving, providing significant opportunity for 
investors with long term record of strong returns

While a globally diversified sector, Ireland is the centre of aviation financing expertise

KPMG Ireland has unparalleled experience in the sector, with deep relationships with key 
lessors and aviation investors

Key messages
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Aviation financing – market overview pre-COIVD

The aviation financing market was experiencing 
a 10-year supercycle into 2020

60%
GROWTH IN 
COMMERCIAL 
AVIATION OVER LAST 
10 YEARS

6.9x
GLOBAL LEASED 
FLEET HAD GROWN 
IN PRIOR 20 YEARS

50%
OF THE COMMERCIAL 
AVIATION FLEET WAS 
LEASED BY 2019

2x
RPK BROADLY 
DOUBLED 
EVERY 15 
YEARS

>37,000
PRE-COVID REDUCTIONS FOR NEW AIRCRAFT 
ORDER BOOKS TO MEET 2019 EXPECTED DEMAND 
THROUGH 2037
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Aviation financing – market overview pre-COIVD
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Aviation financing – Covid-19 impact

Global RPK initially declined by c. 95% due to Covid-19. 
However, IATA predicts a meaningful recovery by January 2021.

Source: IATA

Global RPKs • Air travel very severely impacted:
— RPKs initially fell by >95%; 

— forecast $84bn loss during 2020; 

— c.17,000 commercial jets in storage in 
May 2020.

• Mass deferrals in lease rentals

• Airline failure risk significantly increased

• Focus on liquidity for lessors paramount
• Newer entrants to lessor market likely to 

suffer medium term losses
• Increased airline failures, depressed 

demand and aircraft repossessions will 
have negative impact on asset values

• Current aircraft trading market virtually 
non-existent
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Aviation financing – reasons for optimism post- Covid-19

• Significant volume of government led support for airlines 
should ensure survival of significant operators

• Broad expectation for recovery to 2019 levels by 2022/23:
- Domestic/short haul first, leading long haul recovery in 

Q4
- Development of “Air Bridges”

• Market sentiment towards large scale lessors has remained 
resilient:
- Recent senior unsecured debt issuances by ALC, 

AerCap, BOC Aviation & ACG
- Initial increase in lessor unsecured bond yields on 

secondary market have substantially recovered
- Large scale lessors initial liquidity concerns proven 

mostly unfounded

• Strong likelihood of market consolidation of airlines and 
lessors through M&A activity into Q4 2020 / Q1 2021

• Longer term, airlines stated aim is to increase proportion of 
leased fleet

• Already significant level of SLB activity, particularly in the US

Government aid made available to airlines due to COVID-19, 
by type (USD bn)

Reimbursable / deferral only
Non-reimbursable / waiver/ discount
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Consumer confidence in travel safety and access to capital is critical to recovery of the aviation sector



7© 2020 KPMG, an Irish partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved.

Aviation financing – what makes the market attractive for new investors?

What makes it attractive?
• Consistent history of strong returns
• An innovative market; continuously creating efficient and 

suitable funding opportunities to meet market needs
• Extremely diverse and evolving financing environment
• Aviation has become a much more mainstream and 

attractive asset class for investment
• Debt pricing for lessors has significantly reduced 

(passing airlines) and many lessors have obtained 
investment grade status in recent years

• Lessors dominate other aviation finance players in 
accessing capital markets – unsecured debt and ABS 
issuances reached record levels in 2019

• Attractive for lenders – provides access to increasingly 
profitable industry whilst maintaining geographical 
diversity

Aircraft delivery financing breakdown

Lessor domination of capital markets

Source:  Current Aircraft Finance Market Outlook Boeing Capital Corporation, 2019.
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• Increased market demand for leased aircraft 
and readily available finance has facilitated the 
entry of new players and enabled the mid-tier 
lessors to close the gap on the larger players.

• However the negative impact on aircraft asset 
valuations and cash flows is likely to 
disproportionately impact lessors who:
— operate a less diversified lessee profile
— have historically been more aggressive on 

pricing
— are constrained in their ability to raise further 

funding and manage liquidity
— have limited management bandwidth to 

proactively manage lessee interactions and 
remarketing activities

Aircraft lessors – market overview and opportunity
The top three lessors control significantly less of the global leased fleet compared to 2009, presenting an opportunity for 
consolidation and the entry of new capital into the sector.

Growth in demand for leased aircraft is expected to continue however it is likely to be supported by a smaller number of 
well capitalised lessors led by experienced management teams.

Source: AirFinance Journal Leasing Top 50 July 2019
Note:  Percentage as a proportion of Top 50 lessors by number of managed aircraft.
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Significant lessors by head office location

IRELAND

CHINA
USA

DUBAI HONG KONG

SINGAPORE

UK

A globally focused sector with particular 
centres of expertise in Ireland, the USA and 
Asia.
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KPMG Ireland’s expertise in the sector

Nunc nec justo
vel felis mollis
vestibulum a ac

■ Comprehensive aviation industry 
insights

■ Macro-economic and individual 
deal analysis

■ Strategic planning advice

■ Inform capital resource 
deployment

■ Maximise effectiveness of 
corporate strategy

■ Assessment of financial, 
commercial and tax risks and 
opportunities

■ Support investment decisions and 
maximise value creation / 
preservation

■ Target search and selection

■ Buy side advice and corporate 
valuations 

■ Fundraising processes

■ Acquisition and structuring 
advice, including governance 
and controls

■ Tax exposure modelling and 
tax efficient financing

Market 
intelligence

Strategy and 
business 
planning

Due diligence Investment 
structuring

Mergers, 
acquisitions & 

fundraising
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Tax, structuring advice, 
lease due diligence 
and model comfort 
work for five aircraft 

securitisations
$2.64bn

Avolon / CIT

Buy side and tax 
structuring advice

$10bn

Waypoint Leasing

Tax and structuring 
advice 

$710 initial equity 
offering 

Tax, structuring advice, lease due 
diligence and model comfort work 
for seven aircraft securitisations.

$4.39bn 

Atlas 2014-1 Limited
Tax and structuring 

advice
$175m 

Nord/LB

Buy side advice 
Not disclosed

ABS securitization advice for 
three aircraft securitisations.

$1.74bn

Credentials timeline

2010 20202015

ASL/Safair

Buy side advice 
$92m

AerCap/
Genesis Lease Limited

Tax and accounting advice
$1.75bn

Mitsubishi UFJ Lease 
& Finance

Buy side advice 
$1.3bn 

Royal Bank of Scotland

Sell side diligence and 
tax structuring advice

$7.3bn 

Financial Products Group

Buy side advice
Not disclosed

AerCap / AIG

Tax structuring advice & post 
deal integration

$35bn 

Elix Aviation 
Capital Limited

Tax and structuring 
advice 

$500m initial 
fundraising

Intrepid

Tax, structuring and 
accounting advice

$400m equity 
fundraising

2012

2013

2014

2016

2017 2018

2019

Mitsubishi UFJ 
Lease

& Finance

Buy side advice 
Not disclosed

Doric

Tax and 
structuring advice 

$250m initial 
fundraising

Financial Products Group

Buy side advice 
Not disclosed

Milestone Aviation Group

Tax, structuring, and acc. advice
$1.78bn

We are the only professional services firm identified in the “AirFinance Power 30” list of companies which lists those firms noted as making an essential 
contribution to aviation finance. We have the biggest concentration of aircraft leasing clients of any firm in the world, including the major deal-makers in the global 
aviation finance market, and have advised on practically all aviation leasing M&A and capital markets activity over the last decade.

DAE / AWAS

Buy and sell side advice
Tax and structuring advice

$2.3bn 

Tax, structuring advice, lease due 
diligence and model comfort work 

for six aircraft securitisations
$4.07bn 

Goshawk / Sky

Buy and sell side advice
Not disclosed

Tax, structuring advice, lease due 
diligence and model comfort work 
for fifteen aircraft securitisations.

$8.17bn 

Tax, structuring advice, 
lease due diligence and 
model comfort work for 

five aircraft 
securitisations.

$1.74bn

Buy side advice

Sell side advice

Equity and debt capital markets

Tax and structuring advice –
Chapter 11 bankruptcy 

restructuring 
$650m 

Carval / Aergo

Buy side and structuring advice
Advisor on the sale

Not disclosed

http://www.avolon.aero/index.htm
http://www.avolon.aero/index.htm
https://www.lf.mufg.jp/english/index.html
https://www.lf.mufg.jp/english/index.html
http://www.doric.com/Doric.1.0.html
http://www.castlelake.com/
http://www.avolon.aero/index.htm
http://www.aergogroup.com/
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Team

Kieran O’Brien
Head of Aviation Finance Advisory 
T: +353 1 410 2456
E: kieran.obrien@kpmg.ie

Killian Croke
Head of Aviation Finance Audit
T: +353 (1) 410 2446    
E: killian.croke@kpmg.ie

Joe O’Mara 
Head of Aviation Finance
T: +353 (1) 700 4205    
E: joe.omara@kpmg.ie
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Appendices

1. Why Ireland? 

2. Top 50 lessors by managed portfolio
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Why Ireland? Tax factors 

12.5% rate of corporation tax on 
trading profits – one of lowest in 

Europe

12.5% p.a. tax depreciation rate 
(irrespective of the economic life 

of the asset) or accounting 
depreciation (on election)

An extensive tax treaty network
(74 signed with 73 in effect, 

beneficial provisions for aircraft 
leasing)

Stamp duty 
exemption for aircraft.

0% tax in regulated investment 
vehicles

Unused losses can be carried 
forward indefinitely

Enhanced tax incentives for 
foreign employees/directors

Income tax relief for time spent 
working in BRICS, Middle East 
and certain African countries

Withholding tax exemptions for 
interest and dividends

An attractive securitisation 
regime for leasing

No outbound withholding taxes 
on lease rentals

No thin capitalisation rules 
currently (probable change in 

coming years)

Appendix 1
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Global Centre for 
Aviation Finance & 
Leasing since mid-

1970’s

All major lessors
have operations in 

Ireland.  

Almost all ABS are 
centred in Ireland.

Deep pool of local 
expertise –

5,000+ employees

Member of Cape 
Town convention  

Maintain Cape Town 
register

Over 4,000 of the 
world’s leased 

aircraft/ engines in 
Ireland. 

Over $140bn of 
assets under 
management.

Over $65bn on order

Dedicated specialist 
aviation debt 

platform on Irish 
Stock Exchange 

Chapter 11-10 type 
protection for 

creditors lending 
against aviation 

assets

Highly developed 
professional 

services 
infrastructure

Cluster of support 
businesses – MRO’s, 
Transitioning, CSP’s

Aircraft registrations 
– highly regarded Irish 

Aviation Authority

Favourable time zone 
for dealing with East & 

West

Common law system

Politically stable

Facilitates ECA 
backed & other 

orphan financings

Young, well educated 
work force

English language

Why Ireland? Non-tax factors
Appendix 1
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Top 50 lessors by managed portfolio No. of aircraft % of Top 50 HQ

1 GECAS 1,201 12% Ireland
2 Aercap 1,042 10% Ireland
3 Avolon 530 5% Ireland
4 BBAM 510 5% Ireland
5 Nordic Aviation Capital 480 5% Ireland
6 SMBC Aviation Capital 421 4% Ireland
7 Air Lease Corporation 361 4% USA
8 DAE Capital 350 3% UAE
9 BOC Aviation 337 3% Singapore
10 ICBC Leasing 329 3% China
11 Aviation Capital Group 316 3% USA
12 Aircastle 283 3% USA
13 Carlyle Aviation Partners 240 2% Ireland
14 Castlelake 223 2% USA
15 BoComm 217 2% China
15= Orix Aviation 217 2% Ireland
17 CDB Aviation 215 2% Ireland
18 Macquarie Airfinance 194 2% Ireland
19 Goshawk 171 2% Ireland
20 Jackson Square Aviation 158 2% USA
21 Avmax 150 1% Canada
22 China Aircraft Leasing Company 137 1% Hong Kong
23 Standard Chartered Bank 133 1% Ireland
24 DVB AAM 121 1% Germany
25 Falko 115 1% UK

Top 50 lessors by managed portfolio No. of aircraft % of Top 50 HQ

26 Cargo Aircraft Management 103 1% USA
27 CMB Financial Leasing 94 1% China
28 Aircraft Leasing & Management 86 1% UK
29 Chorus Aviation 80 1% Canada
30 Accipiter* 77 1% Ireland
31 CCB Leasing 75 1% China
32 VTB Leasing 74 1% Russia
32= Elix Aviation Capital 73 1% Ireland
32= JP Lease Products & Services 72 1% Japan
35 VEB Leasing 71 1% Russia
36 Fortress Transportation 70 1% USA
36= ALAFCO 70 1% Kuwait
38 State Transport Leasing Company 69 1% Russia
38 FPG Amentum 69 1% Ireland
40 MC Aviation Partners* 66 1% Japan
41 Aviation Finance & Leasing 65 1%
42 Tokyo Century Leasing 61 1% Japan
42= Jetran International 61 1% USA
44 Altavair Airfinance 60 1% USA
45 Seraph Aviation Management 59 1% Ireland
46 GTLK Europe 58 1% Ireland
46= Skyworks Leasing 58 1% USA
48 Acumen Aviation 57 1% Ireland
49 GOAL 56 1% Germany
49= Sberbank Leasing 56 1% Russian

Source: AirFinance Journal Leasing Top 50 July 2019
Note: Accipter and MCAP merged to create AMCK in Q4 2019

Top 50 lessors by managed portfolio
Appendix 2

Denotes clients of KPMG 



The KPMG name and logo are registered trademarks or trademarks of KPMG International. 

The information contained herein is of a general nature and is not intended to address the circumstances of 
any particular individual or entity. Although we endeavour to provide accurate and timely information, there 
can be no guarantee that such information is accurate as of the date it is received or that it will continue to be 
accurate in the future. No one should act on such information without appropriate professional advice after a 
thorough examination of the particular situation.

kpmg.ie

SUBJECT TO, AND WITHOUT PREJUDICE TO, OUR GENERAL TERMS OF BUSINESS, THIS ADVICE CAN ONLY BE RELIED UPON BY OUR CLIENT ON
THE TERMS AND CONDITIONS AGREED AND RECORDED IN OUR ENGAGEMENT LETTER AND SHALL NOT BE COPIED, REFERRED TO OR
DISCLOSED, IN WHOLE OR IN PART, TO ANY OTHER PARTY WITHOUT OUR PRIOR WRITTEN CONSENT. WHERE WE DO GIVE SUCH CONSENT THEN
THE ADVICE WILL BE TRANSMITTED TO THAT PERSON FOR INFORMATION ONLY AND CANNOT BE RELIED UPON BY THEM UNLESS WE HAVE
EXPLICITLY AGREED IN WRITING THAT THEY MAY RELY ON IT. TO THE FULLEST EXTENT PERMITTED BY LAW, KPMG ACCEPTS NO LIABILITY FOR
ANY LOSS OR DAMAGE SUFFERED OR COSTS INCURRED BY ANY PARTY OR PERSON, OTHER THAN THE CLIENT UNDER THE TERMS OF OUR
ENGAGEMENT LETTER, ARISING OUT OF, OR IN CONNECTION WITH, OUR ADVICE, HOWSOEVER THE LOSS OR DAMAGE IS CAUSED.
THE VIEWS EXPRESSED IN THIS ADVICE ARE BASED ON OUR INTERPRETATION OF THE CURRENT RELEVANT TAX LAW AND PRACTICE ON THE
BASIS OF OUR UNDERSTANDING OF THE FACTS AS SET OUT ON THIS ADVICE. EXCEPT WHERE OTHERWISE INDICATED, WE HAVE NOT
INDEPENDENTLY VERIFIED THE FACTS AND DOCUMENTS FORMING THE BASIS OF OUR ADVICE. AS WILL BE APPRECIATED WITH ALL MATTERS
INVOLVING INTERPRETATION OF LAW AND PRACTICE, THERE CAN BE NO GUARANTEES THAT THE RELEVANT TAX AUTHORITIES OR ULTIMATELY
A COURT WHERE LITIGATION IS REQUIRED, WILL AGREE WITH OUR INTERPRETATION EVEN IN CIRCUMSTANCES WHERE WE BELIEVE OUR VIEW
TO BE OBVIOUSLY CORRECT. WE HAVE NO OBLIGATION TO AUTOMATICALLY UPDATE THIS OPINION IN THE FUTURE.

© 2020 KPMG, an Irish partnership and a member firm of the KPMG network of independent member firms 
affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved.


	Slide Number 1
	Key messages
	Aviation financing – market overview pre-COIVD
	Aviation financing – market overview pre-COIVD
	Aviation financing – Covid-19 impact
	Slide Number 6
	Aviation financing – what makes the market attractive for new investors?
	Slide Number 8
	Significant lessors by head office location
	KPMG Ireland’s expertise in the sector
	Slide Number 11
	Team
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17

