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An Analysis of Aircraft Lessor Business Model Based on Financing Structure
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ABSTRACT

This study investigates aircraft lessor business models by studying cases and interview-
ing experts to analyze investors and business strategies of aircraft lessor. The results con-
firm that there is a wide range of investors including institutional investors, financial in-
stitutions, insurance companies, corporations, and wealthy individuals for aircraft lessor.
Aircraft lessors can be categorized based on its required rate of return (cost of capital) in-
to bank-investing core, institutional investor-investing value-added, and hedge fund-in-
vesting opportunistic. Aircraft lessor decides leasing rate by aircraft purchasing price and
lessee’s credit rating. Core aircraft lessors invest in new aircrafts for new placement or
sale-and-leaseback strategy requiring little technical risk in aircraft, value-added lessors
invest in middle-aged aircrafts for re-leasing, opportunistic lessors invest in old aircrafts
for freighter conversion or part-out strategy requiring high level of expertise. This study
provides insights for future Korean aircraft lessor establishment and investment.

Key Words : Aircraft Leasing(@37] #l2), Aircraft Lessor(&57] 8AAD, Air Transport
Industry(&3 7E AFY), Aviation Finance(@% £8), Aircraft Finance(@%7] 8)
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agor, oz FAF 5719 A7 stz ofof
Aot g2 AL st BARE FB7] F o
© F3APE QS ZrIekaL whdsiler, P871=
Hhgat FAlO] A F71E0] Sl SRS FAE
IS 729 A57hsgol B HATHEHA
I $27, 2022).

vHH 9] 571 AP AR dRER] BE5E

Holoh A4, die] 571 gk W *P%loﬂ/ﬂ
= FFAR} Sale-and-Leaseback(SLB) ANE B3I
F371E HdsHAY 12 Yo 3371E T
Yok 5 A= FAR di85HitHYeomans, 2020).
TS 7] gANEL A XA WA 5 r,}ol—a]- vl
=2 B9l AdET 710 & H8oke BES
THKPMG, 2022). AIA 19 &57] &A1 AerCap
2 20219 29 E|AARRlI GE Capital Aviation
Service(GECAS)E ?15esto] ZHAA HAH 5719
25% A=E H{S 2UF AR AdAselor,
20224d0l= SMBC Aviation Capitalo] 679 &
2Ol Goshawk= Q1551 AerCap, 2021; SMBC

Aviation Capital, 2022). o]9o= 2L FZ7] o
A 9 B2} AE E2E 5] AgEE T e &4

e Btk
FT7] BaAg dARle] FF7] Alke Ald,
Ao 717 B2t FEVNE BHFHoR AMSshe divt
2 AdilofAl Ao FHe A EsH= Alekoz Azt
Qe BHE FFAL Aol F871, 7] g4l
Fe NS F8us Bt d)st EEAY
Ql 5ol HtKMorrell, 2021). &57] ZAAR= A7)
AR E= BRIAHES o8 3719 AREE Baot
, g FE71E 88A Ho= gE FFA
EHOP— 719< 9ujgitt. g7] g2rks 3] o
15 ol dast A4S Fa7] F8ARNA 2ot
=, 229 gejs (EEHE FHEGE7] o
Fet FE7E Tk 7] Faake 371 AAol
A FF7] ARARRE 4F 5718 FM(primary
market)oPAU T2 F37] ZAAF B2 FARH &
3715 A#l(secondary market)sh= FAJo|H, A
*1%‘01]*15 715 FEAel dogict. & A= &
7] AREE BRTH AHE 28EAE B9l FoAt
of F5715 Adieh= F471d el FT7] 22t
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o] O HFEXFY, 2020), TF7]

I-J

o oo

FI

23} st 84
SEVEE S

o 1N

g2 24T ARl Agrdo] tigt A= olFof
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QA F37] YA A A 2 AAd Bn g
A oM AE Aol AAY g Hijto] AA1H
O & ZptE]ojof 5h, o]of 57| YA AlFrEl
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FF7] BAARE 1980dH] 2AZ 0= HYE7] A|
Aot 197849 SFatAISH(The Airline Dere-
gulation Act) A1} 1985 ©|= Civil Aeronau-
tics Board9] sfAlE WXIEry &9 A8l 4R
= FAs1gloH, 1 A} oy AP shikskAY
TFE2EE AYsHA =K Morrell, 2021). F871
e FARE g571E RARH dARREAIERE B8
sto] A= A ARE Hojof F=tl, o] IAofA
P37 HAAESY] G| BAEJY, FAA T A
o] Pt

YAAMAL ZA T AAGEE vige g /st
Holow, ERAAFA7E giakEe] S8571A 3
2 T 7] Bo4E FckBrick et al.,, 1987). &
Al B gH|9) sl 32 ARl 9 X g oA
SleldA gAaa #ElE sk Aol &olsta(McGuan
and Caves, 1974), A4 A|4Z 7|9to= 2]
W A0 agFo® gAY 4 Ael(Williamson,
1988) AAEE 7HAA =t 1980WHet 19904
o 274 3 T 8718 AYE FASH
F0E7] Aol gt A4E F4519) o (Habib
and Johnsen, 1999), &7 SAAG2 FTEA|
Aol o] 11 F84 IFS oA Hrt

7] HAE AR 2719 AR AulEEA
oflA & aatHoln, AXRFFAE 71A49] 40~60%
2 YAE 2EY A9, TIA 49 H49
A5 F= A 02 3RIEIHGavazza, 2011; Brou-
jade et al., 2017). Wandelt et al.(2023)2 A&7}t
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Yao and Pretorius(2016)= BAAS] S8 A
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9 712t F AT FAFAR s daE wol A
Eot9 o, 20229 ANV RE A&EH |8 d5oR
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A% 52 1Este] FEo dig 210& 246t
, PRI mHilolut gAag H|RF Fo] BT
, 7] YA A diEerd 210l o=t
fa3s Z718% Sfof ok 5 28 A w5
Aok 482 vigo = 3 FEEYESE o|&4 7Fsst
W AR Qe Aed] diEE Ao =2 A8+
o] Aasirlol A AYdH FAE AT v T
37| g2AelAE wig 4Rl Aol ofd 7hsAdol =
of. AR RS Bofl AHEAIROIA A A &
gols R QLo gREA Y WS RpAR-2 AF
O] Alofo] AT 4= qlon, REFIAM= 41-8-55°]
Zgsto] A&5H0] 55 A TF7] HANE A
&5t St

FF7] YA A7 AR FAR N 71 HERRL, &
718, BASAL 3714 9 AP, HRAEL 5 o

FobAl 4= Jth(Yu, 2020). Table 10914 R4k
TR 71E 10 F3A] 58 52 1T = 3l
th 37] AR XA mekg i8] 5t 7]
2]AAF AerCap, GECAS, SMBC Aviation Capital
(SMBC AC), BOC Aviation, Aviation Capital Group
(ACG)Y A9 4 AsFH 3 F IRl=E 759
WS Cirium®| of7fe]Hof 7|uts] ZAfs| Hct
GECASE= 20214 AerCapoll QIEHoY, A 5
A9l Aol thE Hg Esle] B AFoaE B
Sto] AHE ARSI

4o & 1o

v}

4.1 AerCap

AA Y 57 ZHAAR] AerCapl] HAl=
International Lease Finance Corporation(ILFC)
¥} Guinness Peat Aviation(GPA)O.Z & < it}
[LFCE 19739 ¥37] E27% dstd UCLA 34
9l Steven Udvar-Hazy?} Louis Gonda”’} Z}Z}
$50,000= EAtstAA A=A, National Airli-
nes’t AH&SHE DC-8 oJA71E Aero Mexico® &
5ty F57] gl2Arge] R&3t o]F Louis Gon-
da®] ol¥Z] Leslie Gonda”l & Zo{sl AL, ©]
S AgA A9 HRAE 58%E ALlg UmHA] A&
QAR wiZsH e Flottau, 2023). 1980 H]
EAA A} 42 FHSA 59 sl ol &
37| Y27t SASkEE, ILFCY] A R R|43
oz st 19884 ILFCE B4l 7F8 & 169
g9 fE2 KB FF7] 100tHe} ofoiHA a7
0tE FES HEE St White, 1989).
19909 "|=EHAL AIGE S8-E20F X1&9] dgtoz
ILFCE 12.69 €2f°l I3 2™, Udvar-Hazy”}
AL 1 AR H2AE 296K 20034
[LECE Ef 337] ZEER L 7HI7I%(2759 €2))
1919] 571 g2Al= gAgit

T OE ARl GPAE= 19759 Aer Lingus 9ol
¥ Tony Ryan©| Aer Lingus®} AFAL342l Gui-
nness Peat Group® A< vigfo=z Aot
(Muir, 2021). GPA:= HF2A] HAstHo™, 19804
Air Canada’}, 1983W°l= GE Credit Corpora-
tiono] 2 ZofsiA "t 19929 7G5 7l A

o

Table 1. Top ten aircraft leasing company size and shareholders (Cirium, 2022)

Rank Company Market value | Fleet size Major shareholders
1 AerCap $44.4 bn 1,961 NYSE listing
2 SMBC Aviation Capital $17.7 bn 473 Sumitomo Mitsui Financial Group
3 Air Lease Corporation $17.7 bn 473 NYSE listing
4 Avolon $17.3 bn 591 Bohai Leasing (70%), Orix Coporation (30%)
5 BOC Aviation $15.1 bn 419 Bank of China
6 ICBC Leasing $14.2 bn 465 Industrial and Commercial Bank of China
7 BBAM $13.9 bn 450 Management (35%), Onex (35%), GIC (30%)
8 | Aviation Capital Group $8.8 bn 351 Tokyo Century
9 DAE Capital $8.32 bn 376 Investment Corporation of Dubai
10 CDB Aviation $7.85 bn 256 China Development Bank Financial Leasing Co., Ltd
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w5ty G710l Agt GPAE 1 olEd B
7] 4647 & 44HE 149 2l GE Capitall #izt
shH X2 AE DHFTHGerald, 1999). 19984,
Texas Pacific Group(TPG)°] GPAQ] A& 47.7%%
1.159] 2o midsta, AMgE AerFiE HZsHA €
t}. olu] RBZLZE TPG 47.7%, Tony Ryan 7%,
Y BHF 15% oIt AerFixe 19999 AYdl &
2AL Indigo Aviationg 14=8F ¥, 2001 Daimler
Chrysler7} A1&9] 45%, YA 230] 55%5 H-H
St Debis AirFinance®] 7.59 2o WjZt=]ict. o]
% Debis AirFinancex= 20054 Cerberus Capital
Management®]| Q5EHA AFEE AerCapo= H
735 Eth(Flight International, 2005).

20134 AerCap2 ILEC i oJ3ke AIGo] A
stalom 20149 AlGe= @5 309 229 AerCap
4] 9,760%F o]l ILFC #iZ-& &YX AtHAerCap,
2013). ILFCE Q15:3t AerCap?] 20214 ¥ 7|& &
 F371E 1,961H2 1 ARNFRE 4449 2
S Cirium, 2022).

4.2 GECAS

19834 GE Credit Corporatione GPA°] 1,800
T 2EE A6 571 H9laL, 19929 GPA= 4
Z Aufe] o2 AgdS A =t ol GE Ca-
pital& GECASE A¥s}l1l, GPARRE 3F27] 441
£ 149 2o widsict GA] AHE 3l GE Capi-
talZ 19987} 20019 Atelo] GPA AEE AAE
e 5= Qe ERAE SESHA "otk 19984, GPA
£ GE Capital?] 34 HE&S 24.9%% Y5F+= o
7IE 48 6,100% EEE AFokal 371 18t
gt 2822 B4 3,600% 235 widstt BAlof
GE Capital> GPA B3 57| ohe}l =23l 737
7] 4019 278 FRIIHO Toole, 1998).

20219 GE= 159 AMdECEE @eslslr] 5]
GECASE "iZsl712 st3lom, AerCap®l ol4AtE
M= QAL 2021). GE= iz 7tz @3 2309
29, Ad 109 €382 A AerCap?l AlFA4+d
oF 1.19 F& Y59 HGeneral Flectric, 2021).
o] AerCap A9 oF 46%0f dgsH= =olct.
AerCap¥ GECASY] o2 337] 9F 2,0009] o,
= 90001 71, EFH 3009 thE HAet A4 2
o] g57] f2A ST Cirium, 2022).

4.3 SMBC Aviation Capital

Royal Bank of Scotland(RBS)= 20019 Inter-
national Aviation Management(IAM)Q} 1 Z}SJA}
IAMG Europeg {l5sHlrte AlglS WA o|F
APES Lombard Aviation® =2 Ao, 2003
d oHA] RBS Aviation Capital® AFgS HASIATH
20099 RBSx= 1& A& 2RE B S Abdol o
FZ JASP AT FASAE BuE A5, &
7] Bl @991 RBS Aviation Capital2 H|H4] A}
dog A= ujZZ FZI5kA HKCroft and
Baer, 2009).

20129 19 Sumitomo Mitsui Financial Group,
Sumitomo Corporation ZAAA|Yo] 732 €&
RBS Aviation Capital® W¥-& 24191, 6¥€
7} 47 =t Sumitomo Corporation, 2012). A}
82 SMBC Aviation Capital2 W99, 2012
@ 10¥ SMFL Aircraft Capital Corporation¥}
Sumisho Aircraft Asset ManagementE A4=5hH
ZF XEZFQ {XE 1009 27A it

4.4 BOC Aviation

19939 AJ7}Z=2353} Sumitomo Trust and
Banking®] v]= Z}38JAR1 Boullioun Aviation Ser-
vices®] ¥F&OF Singapore Aircraft Leasing En-
terprise(SALE)7} A-EHATHBOC Aviation). °]%
19979 Temasek Holdings®} Government of Sin-
gapore Investment Corporation(GIC)7} & 19
2,500 G@2& A6, 47 14.5%9] A& F5
st SALEQ] A7t =i, ol 7|&552l 4
7}z 2833} Boullioun® 19 2,5008 23S &4}
skeich

2006 SALEQ] &2 Citigroup CIBE A&
izt T JEARR AASH99Ce™ Bank of China
(BOC), DAE, Mitsubishi Corporation®] & 42
A2 A=t 20079 BOC7F 2F viUA2 A7g=
ol @& 99 6,500%t EE AFstal, SALES A2
A2 HYSIAL AFE-E BOC Aviationo.&2 H75H3ct
FA| SALES] & AAMFEE 319 29, A2 59
3,5008F g2, H{337] 63d, A= dEr] 14
o, 2 28tj9] ZEEZFQE HA/Fh

4.5 Aviation Capital Group (ACG)
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19894 AYH ACGE 19964l Ul=EHARS] Pa-
cific Life7} 52 ofstA Hct. Boeing?] 4dd
7] HE HEYY Ernest Boulliound 19864
Boullioun Aviation Services2 2¥3sI31, o] IA}
+= 19949 Sumitomo®] AEH Ut Tt A& =
49 Y712 1998¢ <F 19 24T gdo] =Y
Deutsche Bank] mjZ}=|9lom, o] THA] HUA
23R WestLBell wi=|3{ct. 20049 WestLB=
Boullioun®] "WiZroAkE F413k6191, 20059 ACG
7} Boullioun©| 283t 2209 t19] 371 % 26.5
2] QoA EHJrHGates, 2005). G A4
8] ACG= @A] ILFC, GECAS, CIT group,
Boeing Capitalo] ©]o] 4A 5919 F57] A=
At =k 20179 YE Tokyo Century”t
ACGY A& 30%%5 Pacific Life2H ¥ Q43 &
AALZ Zolstgla, 20184 ZHIAE 70%% tHYstH
ACGE= Tokyo Centuryd AR HAHAUC
(Tokyo Century, 2019).
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4.6 500 BB7| 2AA FFE HSO

AA A9 570 871 HAARe] 7] ™AL 5%
5ot 59 WEE AnHH 359 552
= Atk 1970~809Holl= 57| AL:
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5.2 Sale—and-Leaseback(SLB)
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Table 2. Major passenger to freighter convert—
sion programs

Company Aircraft type
Elbe Flugzeug- A321P2F, A330-300P2F,
werke (EFW) A330-200P2F, A320P2F
Israel Aero- 777-300ERSF, A330-300BDSF.
space Indus- | 737-700/800BDSF, 747-400BDSF,
tries (IAI) 767-200/300BDSF
Boeing 767-300BCF, 737-800BCF
737-700F/FC, 737-400F/C,
PEMCO 737-3000F/QC
AFI 737-800SF, 737-400SF, 737-300SF,
MD-80SF, CRJ200 SF

ool

FE71€ SISt 8 FE52 vidshes A Qv
o F5717F vdskA] et oE 5719 gH|
A FEL A ot sECRE= 871
7HA]9] it AR ZEAe] eHH, Hgrlof, K
FEHEA, F57] A S0l B0l FEes v
ETHIBA, 2022).

F71E siAst] Aol Sl FEE gl o
gt g8 wizsle sEokR WE7|dE0] JoH, IF
7] BaARE =5 FeT1E Ride o, ol AdE
710l e vizste] mECZ B3 I
£ w73 mEokk td de7le B 71¥el 15
d Ee I older AR A Fe7] divl ¥
= ol vl A2 Ao XEEHRE 4
, ARl B2 7159 A8 w2 Y
ot ot 5718 Edlicks I &
At PR AT DA = A
o] @3 713ko]

i ot

—

ok
>

%9,

o

3o

i

£

Wl s
)

ol
o)

lo 4
i)
o
=
3
fo
N
P
rlo
o, -
4o o
;gm
H

()]
()]
Rl
o
2
ng
|

oQ!

7O ME 57| 2AAL AY

4 A gzl f300 wet 571 HaAke
FE ARSHs AdRdo] gRtoH, ol Fig. 29
Table 304 A5t

A Core®d HAAEZ At FEolv Y &+
ARe] SLBE F& ARSSh= oz UEhHh o=
Core® ZJAALS] A9 230} 5§ & 50l 5 F
ARE A2 5ol Qo] 97 7] wizolet
E & o g e T9Y & e AL
Be & R AT 7hsstal, o] oA e
BAE B fEt 2A02 7] gHIt Theeid
o} ol A HellA gt 848 7 571 AR
At g FeAE AR AR ARE 7FsA
gl SjAet 4= Qltt. AFEE YA BEE S
UARI o] F2 Zol AleF 247 & 4 ok =
W 3371 Z2aApt o] o= AdEE AF Y
I Bz A71s, HRAL 23 5ol 2 4 th

Value-added®d |AAR] 749 712 AAQlT} 24
712k Qolut At AxRl EEE F8 F5719 7t
A& FHAKIH olF ol Fa% FF7= e o
£ H2AERE F3E71E wdstAY SLB FH
2 FTAREE &H3It} ol Value-addedd &
AL 29 5= Qe AFY R gHAlof Z]Qlet A
0= Hol=t|, o] 39 F8 FAR= HIAL AR
HE, 78RR 59 B9 2ok 33719 A
A= A A% Ad £ o|F 7IEA siEsitirt
ZHE7IA] o] SHotiA] ARkt TS T8 A

high 1
Opportunistic
Old Aircraft
Freighted Conversion,
Part-out
Value-Added
Aircraft Middle-Aged Aircraft

Age SLB, Re-leasing

Core
Young Aircraft

New Placement,
SLB

low

Cost of Capital high

Fig. 2. Aircraft lessor cost of capital and business model.
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Table 3. Aircraft lessor type and business model

. . . Potential
Type Flncaglsilng inl\f:s?orrs Business model Strength Weakness investors in
Korea
Negotiation power . .
. . | New Placement, | due to economies of Tight risk Pension fund,
Bank, Financial management, .
Core Low Group. etc SLB (Young |scale, large, low-cost cmall pool of insurance,
b ’ Aircraft) financing thanks to Custcl))mers bank, etc.
high credit rating

Insurance Securities

Value . Private Equity, SLB(M1ddle—Aged Relatively large pool | Relatively high company,

Medium . Aircraft), . X insurance,
added Institutional Re-leasin of customers required yield savines bank
Investors, etc. & 5 ’

etc.

Freighter High business Private equity
Oppor- . Private Equity, . Constant competitive | risk, relatively ) S
- High Conversion, . capital, savings

tunistic MRO Part-out scale small scale, high bank. etc

required yield ’ :
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Appendix 1. Interview Questionnaire

Q.

Q.

Who are the major shareholders to your
company?

How many personnel does your company
have?

. How many departments are there in your

company? And how many people are in
these departments?

(Structural chart of your company would
be appreciated)

. How many aircraft does your company

have in its portfolio?

What is target aircraft types for your
company's portfolio?

(e.g. passenger / cargo, narrowbody / wi-
debody)

. What is target age of the aircraft for ac-

quisition and disposition?

. What is the major strategy of your com-

pany in managing the portfolio?

(e.g., Order new aircraft and attach new
lease / remarket for new lease / freighter
conversion / part-out)

. How do you finance your aircraft?

(e.g., secured loan / corporate bond or
loans / principal investment / funds)

. What are the key factors in selecting the

aircraft for investment?

. What is the target IRR for investment?
. What are the key factors in setting the

lease rate for each lease agreement?





