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EXECUTIVE SUMMARY
THE MARKET IN 2018
• A 6.5% increase in air traffic in 2018, buoyed by a strong global economy
and lower fares.
• The Asia-Pacific region was the strongest driver of growth in international
passenger transport.
• Strong liquidity continued, both on the equities and debt markets,
facilitating the financing of aircraft acquisitions.
OUTLOOK FOR 2019
• Annual growth of around 4.5% is anticipated for the next two decades.
• Some uncertainty associated with geopolitical tensions,
the US-China trade war and Brexit.
• Need to maintain a disciplined approach to cost controls to be
ready for potential increases to petrol prices or a stronger dollar.
CLOSE-UP ON OUR AIRCRAFT PRIVATE DEBT MANAGEMENT
• A response addressing the need of institutional investors to diversify.
• An asset class decorrelated from traditional assets, and offering predictable,
long-term cash flows.
• Historically high recovery on aircraft debt.
• Objective of 6 billion euros by 2020 of AUM in real asset private debt.
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2018 MARKET RECAP

generating most of the industry’s operating profits, and

In line with recent years, the airline industry continues to

barely profitable.

smaller or medium-sized airlines making losses or being

show strong economic performance.
According to International Air Transport Association (IATA),

One reason may be the

global passenger traffic (RPK1) increased by 6.5% in 2018,

impact of fuel costs

slightly below the 2017 rate. Once again, this increase has

that increased unex-

been driven by global GDP growth (projected at +3.7%2),

pectedly in 2018. This

lower fares (-4%), and improved connectivity (+6.4% in city

increase was likely due

pairings).

to speculative long positions on the fall of the
Iranian and Venezuelan
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productions.
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More than
40,000
aircrafts
to be financed and delivered over the next 20 years
Source : Boeing Commercial Market
Outlook 2018

and

lower US shale activity) will be sufficient for Brent to
trade above $70/bbl in the second half of 2019. These

Global GDP

factors will be supported by lower Iranian exports and

Median =2.1

Venezuelan production.

Mutiplier

ABUNDANT LIQUIDITY

(ie, RKP/GDP Growth)

On the financing side, 2018 has been a good year for
operators, with liquidity still available, in both equity and

Sources : IATA, Monthly Statistics,IMF, Feb. 2019

debt markets, with many new investors in the leasing
From a regional standpoint, Asia Pacific as a

market (100 new names on the past decade),

whole has led in international traffic
Worldwide Airline Industry - Operating Proﬁt

than traffic (6.1 % in 2018). As a result,

% margin

domestic traffic growth, with India
Aircraft
private debt recording its 50th consecutive month
of double-digit annual growth in
meets
institutional October.
investors’ need
to diversify At the same time, the seat capacity,
measured by Available Seat Kilotheir
metres
(ASK), grew at a slower pace
portfolios.

Operating profit, $ billion

growth. India and China have led in

Operating profit, $ billion
% margin

passenger load factor (PLF) reached,
once again, a record high of 81.9 %.
Sources : ICAO, IATA, The Airline Analyste, Datastream, Fev. 2019

INCREASED PROFITABILITY FOR AIRLINES
The constant growth in demand for passenger air travel,

and with banks still eager to lend despite upcoming

combined with airlines’ improvement of their capacity

regulator constraints and capital markets very active

management (as evidenced by PLF), have led to an

last year on unsecured and secured bonds, Aircraft ABS

enhanced profitability of the industry. However, this

and EETC3. Aviation financing is becoming much more

improvement masks disparities between larger airlines

mainstream.

1 RPK : Revenue Passenger Kilometers measure air traffic (Source : IATA-Dec. 2018)
2 Source : IMF World Economic Outlook - Oct. 2018

3 EETC : Enhanced Equipment Trust Certificates
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A COMPETITIVE LANDSCAPE
Significant liquidity has ﬂooded the equity market in

Evolution of oil prices and interest rates

recent years, especially in China. This has created a very
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high aircraft values in S&LB, but also low lease rents, and
additionally, reduced covenants (no maintenance reserve,
less restrictive return conditions). In this context, it is very
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difficult for these lessors to reach acceptable expected
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to improve their expectations. These IRR are marginally
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above the return earned by the debt providers.

Sources : Natixis forecast table as of 28th February 2019
* West Texas Intermediate

GDP

OUTLOOK FOR 2019
The first headwind may be a slowdown of GDP growth.
The IMF recently announced another
downward revision of their forecast

Aircraft for global GDP growth in 2019. GDP
growth for 2019 remains uncertain,
debt
but IATA’s 2019 forecast shows a
provides
6% increase in passenger demand,
long-term and marking a tenth consecutive year of
predictable above-trend growth in RPKs (4.5%
cashflows. per year over the next 20 years).
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Sources : Natixis forecast table as of 28th February 2019

SOME GEOPOLITICAL RISKS
However, exogenous factors may impact the industry
in the months/years to come. For example, IATA has
produced a low case scenario with a 2019 growth forecast
at 4%, in the case of tough protectionist measures
resulting from the US-China trade dispute. Further, if a nodeal Brexit scenario were to occur, the European aviation
industry could be severely impacted. A stronger USD

4 Lease Rate Factor is the monthly lease rental divided by the aircraft value.

PANEL – 2018 BANKRUPTCIES:
A BLOW TO CAPE TOWN TREATY
2018 has been very different from 2017 in terms of
bankruptcies. While 2017 saw the failure of few large airlines,
such as AirBerlin or Monarch, involving almost 160 aircraft
and demonstrating the resilience of the market, 2018 has
been a tougher year for smaller or new airlines, due to the
impact of fuel costs and exchange rates but with fewer than
100 concerned aircraft.
Avianca Brasil, the Brazilian sister company of the
Colombian Avianca, was the largest carrier facing trouble
in 2018, filing for bankruptcy in December. The airline still
operates its aircraft, but some lessors quickly asked for
aircraft returns and the Avianca Brasil faced unexpected
court decisions, in view of Brazil’s ratification of Cape Town

treaty. After its filing on December 11th, the court issued a
stay of 30 days, which was the expected Cape Town delay,
but then twice granted the airline further relief periods, first
for an additional 15 days and then 1.5 months.
After the Indian example in 2012 and the collapse of
Kingfisher airline, during which creditors faced troubles
with aircraft repossession due to unfavourable judgments,
this Brazilian case may create confusion on the efficacy of
the Cape Town treaty and may lead to higher costs and less
funding for concerned countries.
The Cape Town Treaty, which came into effect on 1 April
2004, establishes a complete international legal framework
in view to facilitating aircraft financing and protecting the
security and interests of lenders.
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exchange rate is also a concern
Our goal
for airlines that pay their costs in
is to reach
dollars (fuel costs, lease rents)
6 billion euros
but book revenues in other
in AUM by 2020 currencies. Interest rates could
be another concern, but the US
in private debt
Federal Reserve will probably
backed by real
bring the current cycle of
assets.
interest-rate increases to an end
after one more hike later this year.

costs,

while

weaker

126 bn$

airlines may face difficulties

during

the

seasonal down period
(winter).

Deliveries of
new planes in 2018

After years of concern
over an abrupt turnaround,

the

industry

believes now that the
cycle reversal should
be relatively moderate.

NO VIOLENT REVERSALS ANTICIPATED

Source : Boeing Current Market Outlook
2017-2036

In this context, experienced airlines, with better cost
management discipline, will be able to withstand rising

FOCUS

depreciation

is

generally

much

slower

than

the

amortization of the debt that finances it. Nonetheless
WHAT ADVANTAGES DOES AIRCRAFT PRIVATE DEBT
HAVE TO OFFER?

it is important to conduct close analysis of each

This asset class offers three main advantages for our

rates, particularly given the illiquid nature of the market.

clients. First of all, it provides access to the air traffic

Following the investment, it is important to closely

market, which is a dynamic and robust segment of the

monitor the credit risk and the financed aircraft.

transaction prior to investment to reach such recovery

economy. Expected growth exceeds 4.5% annually for
the next 20 years1. This period will see over 40,000 planes
delivered . In 2018, total financing needs for the delivery
2

of new aircraft amounted to 126 billion dollars3. Thanks to
its low correlation with traditional asset classes, aircraft
private debt also addresses the need to diversify faced
by institutional investors. Lastly, it provides long-term
and predictable cash-ﬂows, as these loans are repaid
over a 7 to 12-year period.
WHAT EXPLAINS THE EXTRAORDINARILY HIGH
RECOVERY RATE?
It is true that aircraft private debt exhibits a remarkable

HOW IS YOUR INVESTMENT TEAM ORGANISED?
Our team dedicated to real asset private debt comprises
13 professionals in 3 different sector specialisms:
infrastructure debt, real estate debt and aircraft debt.
We do business on the three main continents, namely
Europe, North America and Asia. Currently, the team
manages over 1.2 billion in real asset private debt. Our
goal is to reach 6 billion euros in AUM by 2020. For my
part, I’m a specialist in aircraft debt, with over 17 years’
experience spanning coverage of aircraft manufacturers
and structured finance for airlines and lessors. I’ve worked
on the financing of more than 70 planes for a combined
total of over 2 billion dollars with a recovery rate of 100 %.

historical recovery rate in excess of 98%4. There are two
reasons for this. First, a plane is a fungible and mobile
asset. It can be repossessed, and leased or sold, in a

Source : Ostrum AM, 31/12/2018.

timely manner, to a different operator if need be, thanks

1 Source : Airbus Global Market Forecast 2017

to a strong secondary market.

2 Source : Boeing Commercial Market Outlook 2018

Second, this asset class benefits from the low volatility

3 Source : Boeing Current Market Outlook 2017-2036

of aircraft values over time. Lastly, the aircraft value

4 Attention is drawn to the fact that security benefits to the loans
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Aymeric Angotti
Head of Aircraft
Private Debt

A specialist in aircraft private debt, Aymeric has
17 years’ experience in banking, of which 9 in structured
finance for aeronautics. In the course of his career he
has worked on the financing of more than 70 planes
for a combined total of over 2 billion dollars. Aymeric
joined Ostrum Asset Management in 2016.

Main risks of the Aircraft strategy
Loss of capital, performance of assets (especially construction risk and merchant revenue risk), illiquidity, risks associated with the
deployment of the fund, general counterparty, macro-economic, general taxation, impacts of governmental regulation and legislative
changes and risks associated with the deployment of the strategy.
Written in April 2019

Additional notes
Ostrum Asset Management
Asset management company regulated by AMF under n° GP-18000014 – Limited company with a share capital of 27 772 359 euros
– Trade register n°525 192 753 Paris – VAT: FR 93 525 192 753 – Registered Office: 43, avenue Pierre Mendès-France, 75013 Paris –
www.ostrum.com
This document is intended for professional clients in accordance with MIFID. It may not be used for any purpose other than that for
which it was conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior
written authorization of Ostrum Asset Management. None of the information contained in this document should be interpreted as
having any contractual value. This document is produced purely for the purposes of providing indicative information.
This document consists of a presentation created and prepared by Ostrum Asset Management based on sources it considers to be
reliable. Ostrum Asset Management reserves the right to modify the information presented in this document at any time without
notice, and in particular anything relating to the description of the investment process, which under no circumstances constitutes a
commitment from Ostrum Asset Management.
Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained
in this document, nor in the use that a third party might make of the information.
Figures mentioned refer to previous years. Past performance does not guarantee future results. Any reference to a ranking, a rating or
an award provides no guarantee for future performance and is not constant over time. Reference to a ranking and/or an award does
not indicate the future performance of the UCITS/AIF or the fund manager.
Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government,
the funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks antipersonnel mines and cluster bombs.

Follow us on :

Natixis Investment Managers
This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified
or Institutional Investors and, when required by local regulation, only at their written request. This material must not be used with
Retail Investors.
In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below.
Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance
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du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis
Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment Managers
S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 20122, Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541).
Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment
Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden:
Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered
office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en España. Serrano n°90, 6th Floor,
28006, Madrid, Spain.
In France: Provided by Natixis Investment Managers International – a portfolio management company authorized by the Autorité des
Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès France, 75013
Paris.
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10,
1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich.
In the U.K.: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct
Authority (register no. 190258). This material is intended to be communicated to and/or directed at persons (1) in the United Kingdom,
and should not to be regarded as an offer to buy or sell, or the solicitation of any offer to buy or sell securities in any other jurisdiction
than the United Kingdom; and (2) who are authorised under the Financial Services and Markets Act 2000 (FSMA 2000); or are high
net worth businesses with called up share capital or net assets of at least £5 million or in the case of a trust assets of at least £10
million; or any other person to whom the material may otherwise lawfully be distributed in accordance with the FSMA 2000 (Financial
Promotion) Order 2005 or the FSMA 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (the «Intended
Recipients»). The fund, services or opinions referred to in this material are only available to the Intended Recipients and this material
must not be relied nor acted upon by any other persons. Registered Office: Natixis Investment Managers UK Limited, One Carter Lane,
London, EC4V 5ER.
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is
regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience
and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as
defined by the DFSA. No other Person should act upon this material. Registered office: Office 603 - Level 6, Currency House Tower 2,
PO Box 118257, DIFC, Dubai, United Arab Emirates.
In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial
Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and investment
advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo.
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5,
Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2018 FSC SICE No. 024, Tel. +886 2 8789 2788.
In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional
investors for informational purposes only. Natixis Investment Managers Singapore is a division of Ostrum Asset Management Asia
Limited (company registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 5 Shenton Way, #2205 UIC Building, Singapore 068808.
In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only.
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is
intended for the general information of financial advisers and wholesale clients only.
In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not
constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only
available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis
Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand.
In Latin America: Provided by Natixis Investment Managers S.A.
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised
by the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a
fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.
In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for
informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are
rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is addressed to less than
100 specifically identified investors.
In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity or an investment manager in terms
of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional Bancaria y de
Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein that require authorization or
license are rendered exclusively outside of Mexico. Natixis Investment Managers is an entity organized under the laws of France and
is not authorized by or registered with the CNBV or any other Mexican authority to operate within Mexico as an investment manager
in terms of the Mexican Securities Market Law (Ley del Mercado de Valores). Any use of the expression or reference contained herein
to “Investment Managers” is made to Natixis Investment Managers and/or any of the investment management subsidiaries of Natixis
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Investment Managers, which are also not authorized by or registered with the CNBV or any other Mexican authority to operate within
Mexico as investment managers.
The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse lineup of specialised investment management and distribution entities worldwide. The investment management subsidiaries of Natixis
Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their
services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment
service provider to ensure that the offering or sale of fund shares or third-party investment services to its clients complies with the
relevant national law.
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute
investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity.
Investors should consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses,
opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as of
the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance
that developments will transpire as may be forecasted in this material. Past performance information presented is not indicative of
future performance.
Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party
sources, it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be distributed,
published, or reproduced, in whole or in part.
All amounts shown are expressed in USD unless otherwise indicated
Figures mentioned refer to previous years. Past performance does not guarantee future results. Any reference to a ranking, a rating or
an award provides no guarantee for future performance and is not constant over time. Reference to a ranking and/or an award does
not indicate the future performance of the UCITS/AIF or the fund manager.
Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government,
the funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks antipersonnel mines and cluster bombs.
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