ARCRAFT FINANCE

FINANCING

YOUR BUSINESS JET

loans are available, but getting one these days
can pose new challenges by Jeff Wieand

BUSINESS JET FINANCE PROBABLY HIT bottom in
early 2009. Loans have become much more available since
then, but we've yet to return to the halcyon days of 2007,
when you could readily arrange 100 percent financing for
aircraft at purchase prices that today seem grossly inflated.
As Bank of America’s Michael Amalfitano pointed out,
“The days of aggressive deals at thin pricing are over.”

Nevertheless, things are looking up, and financial institu-
tions are returning to the market. First Republic Bank’s Jim
Simpson reported that he hasn’t been this busy in 18
months. And PNC Bank had its best year ever in terms of
the dollars of aircraft financing, said the bank’s aircraft lend-
ing chief, Wayne Starling.

A key factor in aircraft finance since 2008 has been the
backlog of repossessed airplanes. When borrowers
began to default on loans and walk away
from leased aircraft in 2008 and
2009, financial institutions found
themselves with a swollen inven-
tory of repossessed jets, which
have been hard to sell at anywhere
near the amount of the institution’s
investment in them. Given the many e
available aircraft and today’s lower prices, lenders
and other jet owners often look for people willing to lease
the airplanes for a few years to allow time for values to
recover or at least let the owner postpone recognizing a loss.

Suitably chastened, lenders are extremely cautious—
probably too cautious—about aircraft values. This caution is
exemplified by an increase in the amount of due diligence
financial institutions require to make sure the airplanes they
finance are worth the prices clients are paying.

Concern  about values has also affected lenders’
appetites for certain models and vintages. As jet values fell
over the last 18 months and more aircraft were listed for
sale, the lower end of the market-older business jets and
models—took an especial beating. As one lender told me,
“We want to stay with aircraft in the five- to 10-year-old
range or newer, if possible.” This is particularly true when
the financial institution is buying the jet to lease it back to

the customer. An airplane that’s 10 years old today may be
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20 years old when the lease ends, and no lender wants to
own an aged and potentially unsellable business jet.

The good news about the decline in aircraft prices is
that it has encouraged buyers who were waiting in the
wings to come forward. Thus, for some aircraft models,
especially large and long-range jets, prices have actually
started recovering, though they have yet to return to pre-
2008 levels. Even so, lenders are likely to require a careful
look at the value of the airplane being acquired.

Lenders are also doing their homework on buyers. As
one industry pundit noted, while a buyer with “pristine
credit” will engender a “feeding frenzy” among lenders,

other buyers are unlikely to encounter similar enthusiasm.
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Those coming from a troubled industry, like real estate, may
face special scrutiny. Lenders are also taking a hard look at
their own previous experience with the potential borrower.
Has the borrower over-extended itself in the past or missed
payments on other credit facilities? What changes have
occurred in its financial position over the life of the relation-
ship? Lenders are interested, too, in whether the buyer has
another aircraft it will be trying to sell after taking delivery of
the new jet-not only with regard to the buyer’s ability to
bear the financial burden of two airplanes, but also because
the lender may already have credit exposure on the first one.

The message in all this fuss about values and credit
is simple: don’t wait until the last minute to seck
financing. Finalizing an aircraft finance deal is no
longer simply a question of preparing paperwork.

Lenders need time to assess the airplane and the cus-

AIRCRAFT FINANCIAL
INSTITUTIONS

PRIVATE AND COMMERCIAL
BANKS AND AFFILIATES

Banc of America Leasing
Global Corporate Aircraft Finance
15301 Dallas Parkway, Suite 830
Addison, TX 75001

Michael T. Amalfitano

(972) 455-5855

CBI Leasing, Inc.
Aircraft Finance
Commerce Bank N.A.
Lake Forest, IL 60045
Sean K. Patrick
(847) 295-4601

Chase Equipment Finance, Inc.
Business Aircraft Group

1650 Market St., 47th Floor
Philadelphia, PA 19103

Mark J. Schrieber

(215) 640-3470

The Citigroup Private Bank
Global Aircraft Finance

666 Fifth Ave., Fifth Floor

New York, NY 10103

Mary T. Schwartz

(212) 559-0561

Deutsche Bank Private
Wealth Management
Private Aviation Finance

222 S. Riverside Plaza, Suite 25
Chicago, IL 60606

David W. Rodin

(312) 537-1510

Fifth Third Bank Leasing
225 Franklin St., 26th Floor
Boston, MA 02110

Matt McNamara

(617) 573-6191

First Republic Bank
Aviation/Marine Finance
111 Pine St., Fourth Floor
San Francisco, CA 9411
James F. Simpson

(415) 296-5783

First Source Bank
Laird Professional Building
110 Hopewell Road, Suite 2E
Downingtown, PA 19335
Jeffrey Lindstadt

(610) 269-1683

Key Equipment Finance
Corporate Aircraft Finance
1000 S. McCaslin Blvd.
Superior, C0 80027

Michael J. Swartz

(720) 304-1782

PNC Aviation Finance
4355 Emerald St., Suite 100
Boise, 1D 83706
Wayne Starling
(888) 339-2834

RBS Corporate Aircraft Finance
1800 Shady Grove Road

Weatherford, TX 76088

Richard Barret

(817) 598-1700
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tomer. What formerly could be accomplished
in a week or two can now take a month—or
longer (though as one industry expert observed,
if the financing can’t be finalized in a month, it
probably won’t get done at all). As the process
drags on, many creditworthy borrowers lose

patience and end up forgoing financing and

paying cash. So if financing is important to

your acquisition, plan ahead.

PROBABLY THE BIGGEST CHALLENGE
in today’s market is arranging 100 percent financ-
ing. It’s not impossible, and many financial institu-
tions claim to offer it for clients with “strong” cred-
it, but in fact most transactions involve 10 percent
down or more. One lender told me that he rou-
tinely begins with a request for 15 percent down,
which he hopes he can reduce to 10 percent
based on the customer’s credit position. The down
payment may effectively be 100 percent at the out-
set if you're financing progress payments on a fac-
tory-new aircraft. Many lenders will want you to
have enough of your own money in the deal to
cover any damages to which the aircraft manufac-
turer might be entitled if you default.

Interest-rate spreads are also much larger than
before the 2008 market crash, but the rates them-
selves still represent a pretty good deal. As of this
writing, 30-day LIBOR is well below 50 basis
points, so even though the spreads are many
times their pre-crash multiples, the overall inter-
est rate remains relatively low-somewhere
between 300 and 700 basis points, depending on
the credit and whether the deal is fixed or float-
ing. For this reason, said Joe Boles at Siemens
Financial Services, “Most aircraft buyers today
are choosing fixed rates.” Alternatively, borrowers
should consider taking advantage of currently low
floating rates and negotiate an option to switch to
fixed rates if they become attractive.

Of course, the flip side of low rates is low
returns on investments. Thus, according to
Michael Amalfitano at Bank of America, “Cash is
now being used for about 75 percent of private air-
craft purchases, versus about 50 percent prior to
the downturn, because returns for idle money are
not as high as in the past.”

Similarly, the term of financings these days is
often relatively short. “Although amortization
schedules today are longer,” said Sean Patrick
at Commerce Bank’s CBI Leasing, “many of
our business aircraft customers want shorter-
term deals because the rates are lower.” He sees
most lease financings at CBI in the five- to
seven-year range and loan financings in the

three- to five-year range.

SunTrust Equipment
Finance & Leasing Corp.
Corporate Aircraft Finance

300 East Joppa Road, Seventh Floor
Towson, MD 21286

B.J. Honeycutt

(410) 307-6732

TD Equipment Finance, Inc.
1068 Stelton Road

Piscataway, NJ 08854

John F. Unchester

(201) 529-3556

U.S. Bank Equipment Finance
Corporate Aircraft Finance

2150 Highway 35, Suite 250

Sea Girt, NJ 08750

Walter Harsting

(732) 359-0202

Webster Capital Finance
General Aviation Finance

3 Farm Glen Blvd.

Farmington, CT 06032

Jim Pulie

(203) 268-6446

Wells Fargo Equipment Finance, Inc.
Corporate Aircraft Division

333 S. Grand Ave., Third Floor

Los Angeles CA 90071

Robert C. Lebano

(213) 263-6125

OTHER FINANCIAL INSTITUTIONS

Cessna Finance Corp.
100 N. Broadway, Suite 600
Wichita, KS 67202

Frank Ford

(316) 660-1200

CIT Aerospace
Business Aircraft

2 Lincoln Centre, Suite 410
5420 LBJ Freeway

Dallas, TX 75240

David A. Davis

(972) 677-1401

Export-Import Bank
of the United States
Transportation Division
811 Vermont Ave.
Washington, DC 20571
Robert F. X. Roy, Jr.
(202) 565-3557

GE Capital Corp.
Corporate Aircraft Finance
10 Riverview Drive
Danbury, CT 06810

Brent P. Godfred

(203) 796-1096

Prudential Capital Group

3350 Riverwood Parkway S.E., Suite 1500
Atlanta, GA 30339

Bob Penfold

(770) 701-2410

Siemens Financial Services, Inc.
Corporate Aircraft Finance

9817 Crawford Farms Drive

Keller, TX 76248

Joe Boles

(817) 562-1566
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WHERE SHOULD YOU LOOK for jet financing
today—banks, which common wisdom says are in trouble
now, or financial institutions connected to aircraft man-
ufacturers, insurance companies or other businesses?

It's an important question. Some banks shy away from
aircraft lease financing while others actively look for it. A
bank may also require you to be an existing or about-to-be
significant client. In any case, being an existing customer
can speed the credit approval process and encourage the
bank to put an attractive offer on the table.

But it also can kill the deal. If the bank and its affili-
ates are already burdened by a layer of relationships with
you (such as margin loans, loans against real estate or, in
the case of corporate clients, membership in a bank
loan syndicate), the bank may conclude that it has

enough credit exposure to you already. A

non-bank aircraft financial institution, on S|J|TABLY CHASTENED,
the other hand, is unlikely to have other )
credit relationships with you (except, per- TODAY'S LENDER 15
haps, on an existing aircraft) and won’t be EXTRAORDINARILY
requiring deposits or some prior relationship CAUTIOUS—PROBABLY
to get the deal done. And some banks, such
as Key Equipment Finance, attempt to insu- 100 MUCH SO-ABOUT
late the aircraft lending business from their AIRCRAFT VALUES.
other credit exposures. In the end, both
kinds of institutions may have something to offer and
they both deserve consideration.
Specialized financing needs may narrow the field. Bor-
rowers interested in non-recourse financing, for example,
will be turned away at many banks, but not at PNC Avia-
tion Finance, a leader in this area. Though you can count
on having to make a hefty down payment with non-
recourse financing, the actual interest rate can be close
enough to recourse rates to make the deal appealing.
With financing becoming more challenging to
obtain, it's wise to solicit proposals form several institu-
tions. You might also seek advice from a consultant. “We
not only help find the best rates and terms,” said Stan
Yockey of Strategic Aircraft Solutions, “we can also find
financing where none appeared available.” Some con-
sultants, like Mike Gaffney at JetEquity Solutions, have
many years of experience working for corporate aviation
lenders and know the business from the inside.
These are sobering days for aircraft finance. Lenders
aren’t giving it away, but with a little effort, you should be

able to find financing that is right for you.

This article is an update of one that appeared in BJT's
February/March 2009 issue. Jeff Wieand welcomes comments
and suggestions at: jwieand@bjtonline.com.



