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VIEWPOINT

Don’t mess with Mother Nature

BACK IN THE 1970S IN THE US, there was an amusing TV com-
mercial for Chiffon Margarine in which the makers of the product 
“fooled” Mother Nature into thinking it was real butter. When they 
revealed what it was, she brought on thunder and lightning and 
all sorts of threatening omens, and said, “it’s not nice to fool with 
Mother Nature”.

While the commercial had its amusing aspects, the way the world 
today — including the aviation industry — has fooled with Mother 
Nature has put us all at risk, both physically and economically. The 
COVID-19 pandemic has infected more than 3 million people world-
wide and killed more than 300,000 as I write this.

The outbreak has decimated aviation as 
everyone knows, with most international pas-
senger traffic grounded and domestic traffic 
operating at a minimum. Millions have been 
left unemployed, and we have no clear idea 
of when the sector will re-start in any mean-
ingful way.

Sadly, by the time you read this, more people 
will have died, more airlines will have gone 
bankrupt like Virgin Australia, millions more will 
be unemployed and we will still be no closer to 
having any certainty as to when the skies and 
international borders will open.

It didn’t have to be this way.
I grew up with the first wave of environmen-

talism. In fact, in 1962, the year of my birth, 
Rachel Carson published her book, Silent 
Spring, that exposed the adverse environmental impacts of the 
indiscriminate use of pesticides. Since then, one only has to look 
at the state of the planet to see the damage that humankind has 
wrought with the vast destruction of rainforests (to plant palm 
oil trees, a prime ingredient in aviation biofuel), oil spills, nuclear 
meltdowns and the intrusion by humans into places Mother Nature 
never intended us to be.

That’s how viruses get started. The current information we have 
from the scientists (and not politicians), is that COVID-19 is a zoonot-
ic virus that made the leap most likely from a bat to another animal 
and then to the human population (watch the movie Contagion to 
see what I mean). Now I don’t consider myself a “tree hugger” by 

any stretch of the imagination, although I did do my master’s degree 
thesis on hazardous waste dumping in the Third World. I love to fly 
(especially when I get upgraded), but I do recycle, haven’t owned 
a car since 1997 and have found I like the plant-based hamburgers 
that are on the market.

What does all this have to do with aviation? A lot actually. The 
industry recognises it has an emissions problem and, to its credit, is 
trying to do something about it with things like CORSIA, new-tech-
nology engines that burn less fuel, and changes to ATM systems 
to make the networks more efficient. The industry is not doing this 
for the betterment of the human race, but because it knows if it 

doesn’t do something, then things like “flight 
shaming” will take on a whole new power to 
keep people off planes.

What then can aviation do to make a differ-
ence? For starters, under CORSIA, invest in 
projects that protect trees instead of those that 
replant trees. Invest in alternative fuels that 
don’t use palm oil or other products that in-
volve invading Mother Nature. Accept the fact 
that the world has enough airports. We don’t 
need to clear virgin forests for more. And as 
every online webinar that I’ve listened to over 
the past month has said, accept the fact that 
aviation will be a much smaller, less profitable 
industry than before for years to come.

Those things will be a start for aviation. But 
as history has shown, humankind tends to 

have short memories where money is involved. The industry may 
just decide the risk of Mother Nature throwing a new and worse 
virus at us is worth it for the money to be made.

Matt Driskill EDITOR

matt.driskill@asianaviation.com
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Business jet, charter industry ponders future
Amid the numerous webinars now populating the aviation world, a recent one held by Cor-
porate Jet Investor was most informative, and entertaining, as experts in the industry from 
around the world pondered and pontificated on the future of the business jet and charter 
industries. Most agreed that private aviation will return, charters will return and those who 
are already in the business will try to remain in the business, but the sector will change in 
some ways.

Various participants in the meeting, which like all webinars these days suffered a few 
technical glitches (note to participants — buy earphones and an audio interface with a 
proper mic — it will make things go more smoothly), outlined stats about the charter and 
business industry. They reported “some growth in the first half of March, but the second 
half declined sharply with activity down 60-70 percent worldwide, although a bit less in Asia 
with activity down about 52 percent. Those figures worsened in April with activity down 70 
percent, the so-called “branded charter” sector down 70 percent and aircraft management 
down 67 percent.

Participants reported that the turboprop sector was the “most resilient” at the moment, 
but added the industry was “trending along the bottom now” and that there are few signs 
of recovery in Asia but as lockdowns start to lift in various regions like China, the industry 
“may see some recovery”. Everyone in the conference also said they were, early on, working 
with governments on repatriation flights but those have dried up as the COVID-19 pandemic 
continues to lock down aviation.

Many operators like Luxaviation said they have had to furlough some staff “like every 
other operator” and the company said it is talking to owners about where they want their 
planes kept in preparation for when the skies open up again. The company added it was 
keeping at least one crew for each plane type available and added that while government 
aid to aviation companies “certainly helps”, there will be “one or two” management or charter 
companies that won’t survive.

Other operators say those owners that have relied on charters in the past will continue to 
do so while still others added that there were a “lot of shoppers in the industry looking at 
aircraft but not a lot of buyers at the moment. Like their commercial counterparts, business 
jet and charter operators say domestic traffic in places like China or Australia will return to 
the skies first on small and medium cabin aircraft while large-cabin international flights will 
be the last to return. — MATT DRISKILL

SINO JET TOPS  
IN ASIAN MARKET

Sino Jet has come out on top as Asia’s largest 
and fastest-growing business jet operator 
according to statistics published by Asian 
Sky Group in its 2019 Fleet Report. The Bei-
jing and Hong Kong dual-based operator 
continued its trend of growth despite the 
downturn faced by many in the industry due 
to challenging market conditions. Sino Jet 
ranked highest in both fleet size and growth 
rate with 45 aircraft under its management. 
In the second consecutive year of leading the 
industry by growth, Sino Jet is one of the only 
operators in the region displaying such im-
provement. In 2019-20, the company secured 
new aircraft and management clients across 
the region before the COVID-19 pandemic 
hit its full stride. The company said its fleet 
is made up of 70 percent Ultra Long-Range 
Aircraft, including the Boeing Business Jet 
(BBJ) and Gulfstream G650, 42 percent from 
China and 58 percent internationally regis-
tered. — MATT DRISKILL
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Japan Coast Guard orders  
two more H225 helicopters
Japan’s largest Super Puma operator, Japan Coast Guard (JCG), has placed a new order for 
two H225 helicopters. This follow-on order brings JCG’s Super Puma fleet to 15, comprising 
two AS332s and 13 H225s. The new helicopters will be utilised for territorial coastal activi-
ties, security enforcement, as well as disaster relief missions in Japan. “We thank the Japan 
Coast Guard for its continued confidence in the H225,” said Guillaume Leprince, managing 
director of Airbus Helicopters in Japan. “The H225 is well regarded as a reference in search-
and-rescue operations and security enforcement, and we are certainly happy to see these 
helicopters effectively deployed in Japan through the years. We have delivered three new 
H225 to JCG in the recent months, within schedule, and are committed to fully supporting its 
existing fleet, as well as its upcoming deliveries, ensuring high availability for its operations.” 
The JCG’s H225s are covered by Airbus’ HCare Smart full-by-the-hour material support. This 
customised fleet availability programme allows JCG to focus on its flight operations while 
Airbus manages its assets. The twin-engine H225 is the latest member of Airbus Helicopters’ 
Super Puma family. — MATT DRISKILL

CHINA’S EHANG 216 
OBTAINS OPERATIONAL 
PERMIT FOR NORWAY 

Autonomous aerial vehicle (AAV) maker 
EHang announced that the company ob-
tained operational permit for its two-seater 
passenger-grade AAV, the EHang 216, from 
the Civil Aviation Authority of Norway (CAA 
Norway). This is the first operational permit 
for long-term testing of the EHang 216 in Eu-
rope. After the assessment of test flight plans 
and contingency plans, CAA Norway issued 
an operational permit for EHang 216 to con-
duct flights together with a local customer 
for the purpose of testing and certification. 
According to CAA Norway, it believes the 
country’s geographic conditions suit the test-
ing of unmanned aircraft. — MATT DRISKILL

SINGAPORE’S F-DRONES 
COMPLETES FIRST 
COMMERCIAL DELIVERY

F-drones, a Singapore-based start-up, has 
completed the first commercial BVLOS drone 
delivery in Singapore on 19 April 2020. The 
drone delivered 2 kg of vitamins over 2.7 km 
in 7 minutes, to a ship managed by Eastern 
Pacific Shipping (EPS). EPS, which is one 
of the world’s largest privately-owned ship 
managers, is F-drones’ first paying customer.

In Singapore, like in most parts of the 
world, a BVLOS authorisation or permit is 
required when operating drones beyond 
the visual range of drone pilots. Without 
which, commercial drone delivery services 
would not be viable. F-drones is the first 
company in Singapore to receive an au-
thorisation from the aviation authority, to 
conduct BVLOS drone deliveries to ships in 
Singapore. For now, this is limited to drone 
deliveries to ships anchored south of the 
marina area. — MATT DRISKILL

LEONARDO SELLS TWO AW169 EMS FOR AIR AMBULANCE  
SERVICE; OFFICIALLY CLOSES KOPTER DEAL

Leonardo announced that the Health Care 
District of Palm Beach County in the US state 
of Florida, has signed a contract to purchase 
two light-intermediate AW169 helicopters 
known as “Trauma Hawks”. The AW169 fea-
tures a spacious 222 cubic ft. cabin—similar 
in size to models in the intermediate weight 
category—with flexible interior layouts pro-
viding 360-degree patient access essential 
for critical care. Leonardo also announced it 
has closed the acquisition of Kopter Group 

AG. The purchase price, on a cash and debt 
free basis, consists of a US$185 million fixed 
component plus an earn-out mechanism 
linked to certain milestones over the life 
of the programme, starting from 2022. The 
company said it also had signed new credit 
facilities with a pool of international banks for 
€2 billion (US$2.1 billion). These facilities, to-
gether with cash in hand and existing credit 
lines, result in a total liquidity for Leonardo 
of over €5 billion. — MATT DRISKILL

RUAG MRO REPURPOSES EC-635 FOR COVID-19 PATIENTS

Due to the current situation brought about 
by the COVID-19 pandemic, the Swiss 
Air Force has commissioned RUAG MRO 

Switzerland to specifically modify the infra-
structure of the EC 635 helicopter type for 
the transport of COVID-19 patients. RUAG 

completed the refit in just a few days on two 
machines and expects more conversions in 
the coming weeks. — MATT DRISKILL
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MRO News ST ENGINEERING NABS S$1.6 
BILLION IN NEW CONTRACTS
Singapore Technologies Engineering (ST 
Engineering) announced new contracts 
worth about S$1.6 billion (US$1.12 billion), 
secured by its aerospace and electronics 
sectors in the first quarter of 2020. The 
group’s aerospace sector secured about 
S$838m across its spectrum of aviation 
manufacturing and MRO businesses. 
The MRO contracts included A320 heavy 
maintenance contracts and CFM56-
7B engine maintenance contracts from 
Chinese airlines, and a component 
Maintenance-By-the-Hour (MBHTM) 
contract from a Southeast Asian airline 
for its entire fleet of Boeing 737 and 
Bombardier Q400.

HAECO COMPOSITE ADDS 
GE90 CAPABILITIES
China’s HAECO Composite Structures 
(Jinjiang), a member of the HAECO 
Group, has added capability for 
preventive maintenance inspections and 
associated repairs on fan stator modules 
for GE90 engines on Boeing 777 aircraft. 
HAECO Group also announced recently 
that it has acquired Jet Engine Solutions, 
an engine MRO based in Dallas, Texas.

GA TELESIS MRO SERVICES 
CERTIFIED FOR LANDING GEAR 
OPERATION BY CAAC
Florida-based integrated aviation services 
company GA Telesis has announced its 
MRO Services Group received approval 
from the Civil Aviation Administration of 
China (CAAC) for its Miami-based landing 
gear operation. This new rating allows 
GA Telesis MRO Services to repair and 
overhaul CRJ900 landing gears for China 
Express Airlines. The company has a 
US$27 million deal with China Express for 
its entire fleet of CRJ900 aircraft. Landing 
gear repairs and overhauls for this aircraft 
type will occur at GA's Miami facility.

Thai Airways will move ahead on MRO project 
after Airbus pulls out
European plane maker Airbus, which is facing dire times like most of the rest of the aviation 
industry, is said to have pulled out of a planned joint venture with state-owned Thai Airways 
International that would have seen the two companies build a US$339 million maintenance 
facility east of Bangkok, according to a news briefing by government officials. Airbus has 
asked not to participate in the investment, citing the impact of the COVID-19 situation on 
air travel, Deputy Secretary-General for Infrastructure in the Eastern Economic Corridor 
(EEC) Chokchai Panyayong told reporters in Thailand. The project to build the maintenance, 
repair and overhaul (MRO) facility will continue, Chokchai said, adding that Airbus would still 
cooperate on technology. Rumours had been circulating for weeks that the deal was on the 
rocks and an Airbus spokesperson had earlier told Asian Aviation that it was “in continuing 
discussions” about the best way forward. But as the COVID-19 pandemic has swept the 
globe, killing more than 200,000 as of late April, commercial aviation global has ground to a 
virtual halt and the entire industry — from plane makers to airports to MRO shops — are in 
survival mode and most expansion plans have been put on hold. Airbus officials were said to 
have warned employees that deep job cuts could be in store for them as the aviation world 
reorients itself to a much reduced industry as long as countries maintain travel restrictions. 
There is still time for Thai Airways to find a new partner as the Thai navy, which controls 
the site, is only just beginning construction on the facility’s hangar, which will take up to 
four years. “By then, the COVID situation will have eased. There is an opportunity for either 
Airbus or Boeing to come in,” Chokchai said to reporters. Thai Airways itself is in a fight for 
survival and is said to be in discussions with its government for support. The maintenance 
hub is part of the government’s project around the joint civil-military U-Tapao Airport, 150 
kilometres east of Bangkok. — MATT DRISKILL

FL ARI AIRCRAFT MAINTENANCE & ENGINEERING EARNS EASA CERTIFICATION

FL ARI Aircraft Maintenance & Engineer-
ing, a maintenance, repair and overhaul 
service provider based in Harbin, China, 
said it has received certification approval 
as an EASA Part 145 Maintenance Organ-

isation. FL ARI is a joint venture between 
China Aircraft Leasing Group (CALC), its 
mid to end-of-life aircraft solutions arm 
Aircraft Recycling International (ARI), and 
FL Technics. 

FL ARI is now cleared to provide line 
maintenance support for aircraft from 
the Boeing 737 NG series to Airbus A320 
families at its mainland China facilities. 
— MATT DRISKILL
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Interiors News

HAECO Cabin Solutions launches passenger 
aircraft interior stowage devices
HAECO Cabin Solutions, a business unit of China’s HAECO Group, has launched new, cer-
tifiable devices to allow package stowage in the main passenger cabin. As the COVID-19 
environment developed, the company noted that airlines were beginning to use passenger 
flights strictly for cargo. At the same time, social distancing directives were being instituted 
nationwide. HAECO developed solutions to allow airlines to carry cargo and passengers 
at the same time, optimising passenger and cargo yield, using packages to distance pas-
sengers, and maintaining proper weight and balance requirements. Four unique solutions 
moved from concept to reality in less than a month. The solutions will be certified through 
a Supplemental Type Certificate (STC) and are unique in the amount of weight that can be 
carried. The palletised variant can hold 1,000 lbs., the all-in-one seat frame can hold 500 
lbs., and the seat and floor storage systems can each hold up to 240 lbs. — MATT DRISKILL

AIRBUS SAYS IT’S TRYING 
TO KEEP ONEWEB 
PRODUCTION FACILITY 
GOING

OneWeb, the company with the lofty goal 
of connecting the world’s airline passen-
gers with fast internet speeds and con-
necting the world has filed for Chapter 11 
bankruptcy in the US and plans to use the 
reorganisation proceedings to sell the com-
pany. OneWeb, which has business part-
ners like Airbus, Hughes, Qualcomm and 
Virgin among others, said in its announce-
ment that it has “successfully launched 
74 satellites as part of its constellation, 
secured valuable global spectrum, begun 
development on a range of user terminals 
for a variety of customer markets, has half 
of its 44 ground stations completed or in 
development, and performed successful 
demonstrations of its system with broad-
band speeds in excess of 400 Mbps and 
latency of 32 ms. Officials from Airbus said 
they were working with OneWeb to survive 
bankruptcy and the COVID-19 pandemic. 
The production facility headquartered in 
Florida is a 50/50 joint venture between 
Airbus and OneWeb. It is implementing 
temporary furloughs for many of its 200 
employees.  — MATT DRISKILL

AVIOINTERIORS WORKING ON POST-PANDEMIC SEAT DESIGNS

Italian interiors company Aviointeriors said 
it is developing so-called post-pandemic 
seats that it would produce in a matter of 
months for airlines and plane makers to 
help restore customer trust in flying in the 
age of the virus. It is developing what it 
calls a “Janus” seat that is distinguished by 
the reverse position of the centre seat of a 
three-seat section to “ensure the maximum 
isolation between passengers seated next 
to each other”. Passengers seated on the 
side seats, aisle and fuselage, continue to 
be positioned in the flight direction as usual 
while the passenger sitting in the centre is 
facing backwards. The arrangement allows 
all three passengers to be separated with a 

shield made of transparent material that iso-
lates them from each other, creating a pro-
tective barrier for everyone. Each passenger 
has its own space isolated from others, even 
from people who walk through the aisle. 
Each place of the Janus seat is surrounded 
on three sides by a high shield that prevents 
the breath propagation to occupants of ad-
jacent seats. The option is available with the 
shield in opaque material or with different 
degrees of transparency. The company is 
also working on a kit-level solution that can 
be installed on existing seats to make close 
proximity safer among passengers sharing 
the same row. Called “Glassafe”, the  is made 
of transparent material to make the entire 

cabin harmonious and aesthetically light, 
but creating an isolated volume around the 
passenger in order to avoid or minimise 
contacts and interactions via air between 
passenger and passenger, so as to reduce 
the probability of contamination by viruses 
or other. — MATT DRISKILL
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People on the Move

ADB SAFEGATE has 
appointed Laurent Dubois 
as CEO. He was previously 
the CEO of Zurich-based 
GE Healthcare Partners, 

where he launched and led GE Healthcare 
Partners globally and was a member of GE 
Healthcare’s Global Executive Committee.

APOC AVIATION has 
brought Jim Nypels into its 
new Engine Trading 
Division as the 
organisation prepares for a 

return to increased leasing and trading 
activity. Nypels has been with APOC since 
the start of the business in 2015. After a 
period as Warehouse & Logistics Manager 
he moved to project management 
focusing on airframe teardowns — a core 
activity for the innovative leasing, trading, 
aircraft component and part-out specialist.

BOC AVIATION has 
promoted David Walton to 
deputy managing director, 
a position he will hold in 
addition to his current role 

of chief operating officer. The company 
also announced it has named Paul Kent as 
chief commercial officer for Europe, the 
Americas and Africa. Kent will be based in 
London.

GREG SMITH JENETTE RAMOS BRETT GERRY

BOEING announced it has formed a new 
group called Enterprise Operations, 
Finance & Strategy that will be led by 
current CFO Greg Smith. The company 
also said Jenette Ramos will be on 
“special assignment” in support of Smith 
and Boeing President and CEO David 

Calhoun. The company also is combining 
its legal and core compliance programs, 
which will be led by Brett Gerry, chief 
legal officer and executive vice president 
of global compliance. Boeing Government 
Operations, led by Executive Vice 
President Tim Keating, will assume 
responsibility for the company’s Global 
Spectrum Management activities.  
Boeing also said Diana Sands, senior  
vice president of the Office of Internal 
Governance and Administration,  
will retire.

Australia’s BURRANA  
said it has named Neal 
Nordstrom as its new  
CEO after founder and 
former CEO David Withers 

becomes non-executive chairman. 
Nordstrom is a current Burrana  
board member.

The INTERNATIONAL  
AIR TRANSPORT 
ASSOCIATION (IATA) 
announced that Sebastian 
Mikosz will join IATA as the 

association’s senior vice president for 
member and external relations, effective  
1 June 2020. Most recently, Mikosz was 
group managing director and CEO of 
Kenya Airways.

DR DETLEF KAYSER THORSTEN DIRKS

The LUFTHANSA TECHNIK 
SUPERVISORY BOARD has appointed  
Dr Detlef Kayser as the new chairman of 
the Supervisory Board. He will take over 
from Carsten Spohr as chairman. In 
addition, Thorsten Dirks was elected as a 
new member of the Supervisory Board.

KEISUKE  
MASUTANI

HIROYUKI  
TATSUOKA

HITOSHI  
KAGUCHI

MITSUBISHI AIRCRAFT CORPORATION 
announced that Keisuke Masutani will 
move to the position of director of the 
board, overseeing the governance of the 
global Mitsubishi Aircraft Corporation. 
Hiroyuki Tatsuoka will move to the position 
of director of the board to focus on 
development and engineering. The 
company also announced that Hitoshi 
Kaguchi, currently a senior vice president of 
Mitsubishi Heavy Industries will become a 
part-time director of the board. Hiroyoshi 
Kodama, currently a director of financial 
management at Mitsubishi Heavy Industries 
will become a part-time statutory auditor of 
Mitsubishi Aircraft Corporation.

UAS engine-maker SKY 
POWER named Trent 
Aguon as a sales manager. 
Serving the industry for 
over 14 years and working 

with Scan Eagle UAS, Aguon is a specialist 
in UAS ground control systems and served 
five tours in Iraq and Afghanistan.

THALES ALENIA SPACE, 
a joint venture between 
Thales and Leonardo. 
announced the 
appointment of Massimo 

Claudio Comparini as deputy CEO and 
senior executive vice president for the 
Observation, Exploration and Navigation 
Business Line at Thales Alenia Space as 
well as CEO of Thales Alenia Space Italia.
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THOSE TWO WORDS, ‘NEW NORMAL’, are on the lips of everyone 
in aviation who have turned to Zoom, Skype, Crowdcast and other 
online forums to discuss how the COVID-19 pandemic has devas-
tated the industry. What the ‘new normal’ will be however, is, at this 
time, anyone’s guess.

The consensus seems to be reduced production by OEMs like 
Boeing, Airbus, Rolls-Royce and Pratt & Whitney, smaller airline 
fleets and fewer routes as passengers wait for a vaccine to emerge 
or feel it’s safe to travel, more hassles at airports as authorities work 
to ensure “virus-free” travellers, lower fares initially but higher ones 
later if airlines have to enforce “social distancing” on-board and any 
number of other changes that nearly everyone in the industry agrees 
will alter the face of aviation forever.

Those changes will play out over time because the current crisis 

is not an “aviation problem”, but a “health problem” that aviation 
cannot fix. Trade associations and other industry representatives 
generally agree that domestic passenger travel will return first, 
followed by regional routes and finally international traffic will be 
the last to return because, according to the United Nations World 
Tourism Organisation (UNWTO), the entire world is closed. UNWTO 
data showed in mid-May that 100 percent of global destinations 
continue to have restrictions on travel in place and 72 percent have 
completely closed their borders to international tourism.

These same organisations say it will also take years for aviation 
passenger numbers to return to pre-COVID-19 levels, or they may 
never see those levels again because of the remaining health fears 
of passengers and because of the downturn in the global economy. 
People will simply not be able to afford to travel.

Grounded

The global aviation world has been brought low by the COVID-19 pandemic 

that has killed more than 300,000 people, grounded airline fleets by the 

thousands and left millions unemployed and airports looking like  

ghost towns. Asian Aviation Editor Matt Driskill reviews the carnage  

as the industry waits to see what the ‘new normal’ will look like.
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Despite recommendations from the World Health Organisation 
(WHO) that nations not close their borders, most did to one extent 
or another. International traffic was affected the most in these cas-
es as countries with domestic networks continued to allow flights 
within their own borders.

But countries like Singapore, which has no domestic traffic, were 
severely hurt. Flag carrier Singapore Airlines reported its first-ever 
annual net loss in mid-May, but was given strong backing by the 
Singapore government which said it will take any measures it needs 
to take to ensure the survival of the airline. The government has set 
aside S$750 million (US$524 million) to support the aviation sector 
and the airline itself said it had secured up to S$19 billion of funding 
to help see it through the COVID-19 pandemic.

Korean Air, which earlier in the year said it was facing an “exis-
tential crisis”, has also tapped various funding mechanisms to raise 
US$1.79 billion to help see it through.

Cathay Pacific, Hong Kong’s flag carrier, announced in mid-May 
a first-quarter unaudited loss of HK$4.5 billion (US$580.5 million) 
and Cathay Pacific Group Chief Customer and Commercial Officer 
Ronald Lam said then that “the financial outlook continues to be very 

bleak for the coming few months at least. We operated only a bare 
skeleton passenger flight schedule serving just 14 destinations in 
April. Passenger demand continued to fall during the month and we 
carried fewer than 500 passengers per day only. The ban on transit 
traffic through Hong Kong together with minimal demand for out-
bound travel meant that the majority of our very limited traffic came 
from inbound travellers, notably from North America and the UK.”

One of the earliest airline victims however was Virgin Australia, 
which filed for bankruptcy in April. Virgin Australia Group CEO Paul 
Scurrah said at the time that the decision “is about securing the 
future of the Virgin Australia Group and emerging on the other side 
of the COVID-19 crisis…Australia needs a second airline and we are 
determined to keep flying.” Australia’s troubled second airline was 
saddled with around A$5 billion (US$3.2 billion) in  debt. As of mid-
May there were reportedly about eight different companies lining 
up to bid for the assets of the airline.

Australian flag carrier Qantas has not been spared. The airline 
announced in early May that it added A$550 million (US$354 
million) in debt funding to help it survive and said it has extended 
flight cancellations from end-May through to the end of July, adding 
“some capacity can be added back in if domestic and Trans-Tas-
man restrictions ease in coming weeks”. Qantas said it is currently 
operating around 5 percent of its pre-crisis domestic passenger 

◀ Singapore Airlines is just one of hundreds of carriers around the 
world that have grounded huge parts of their fleets.

O
AG

Airlines — the first industry victims
For the flying public, the airlines were the obvious victims of the pandemic as countries around 
the world raced to close their borders in vain attempts to keep the virus at bay. 
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network and around 1 percent of its international network on an 
Available Seat Kilometre (ASK) basis. On a flying hours basis — 
which includes charters for the resources sector at 75 percent of 
pre-coronavirus levels and passenger aircraft flying as freighters 
— the group is operating 13 percent of its domestic network and 6 
percent of international.

Fighting for the airlines is the International Air Transport Associ-
ation (IATA), which says the COVID-19 crisis will see global airline 
passenger revenues drop by US$314 billion in 2020, a 55 percent 
decline compared to 2019. Airlines in Asia-Pacific will see the largest 
revenue drop of US$113 billion and a 50 percent fall in passenger 
demand year-on-year.

IATA Director General Alexandre de Juniac has been very vocal 
is in his opposition to border closings and government-mandated 
quarantines on arriving passengers and crews from international 
flights and continues to hammer away at national governments 
about how important aviation is to the global economy and any 
efforts made post-pandemic to rebuilding the global economy.

“Even in the best of circumstances this crisis will cost many jobs 
and rob the economy of years of aviation-stimulated growth,” IATA’s 
de Juniac said. “To protect aviation’s ability to be a catalyst for the 
economic recovery, we must not make that prognosis worse by 
making travel impracticable with quarantine measures. We need a 
solution for safe travel that addresses two challenges. It must give 
passengers confidence to travel safely and without undue hassle. 
And it must give governments confidence that they are protected 
from importing the virus. Our proposal is for a layering of temporary 
non-quarantine measures until we have a vaccine, immunity pass-
ports or nearly instant COVID-19 testing available at scale.”

Top-tier destinations like Singapore and Hong Kong have seen foot 
traffic fall to a trickle and where once these facilities processed hun-
dreds of thousands of passengers on a monthly basis, the numbers 
have fallen dramatically. Preliminary traffic data for April from 26 
airports from Asia-Pacific and the Middle East confirms the current 
challenges and negative trends faced by the region’s airports. On 
aggregate, the traffic at these airports remain at rock bottom, record-
ing a year-on-year traffic decline of 92 percent in the four weeks of 
April, according to Airports Council International (ACI) World, the 
main trade group for the airport industry.

ACI World earlier warned of a year-end revenue loss of 59 
percent for Asia-Pacific airports and 53 percent for Middle East 

airports. Combined, airports in these regions are forecast to lose 
US$36.4 billion for the full year 2020. “We are observing moderate 
signs of recovery in China’s domestic traffic, which is encouraging. 
But we are entering the most critical stage of the year for our in-
dustry. We expect the second quarter of the year to be substantially 
more challenging than the first quarter, especially in countries with 
predominantly international traffic profiles. Rebuilding people’s 
confidence to travel again will take time,” said Stefano Baronci, 
director general, ACI Asia-Pacific.

Baronci added that “passenger traffic in Asia-Pacific region has 
reached rock bottom. Airports have been forced to make difficult 
operational decisions including full or partial closure of terminals 

Airports
The second-most obvious victims to the flying public are airports around the world that used to 
throng with millions of travellers heading on vacation, taking business trips or those who actually 
worked at an airport. The term, “the silence is deafening” could easily apply here.

IATA HAS OUTLINED TWO SCENARIOS FOR THE 
RESUMPTION OF AIR TRAVEL. THEY INCLUDE:

BASELINE SCENARIO
 —  This is contingent on domestic markets opening in Q3 2020, 
with a much slower phased opening of international markets. 
This would limit the air travel recovery, despite most forecasts 
pointing toward a strong economic rebound late this year and 
during 2021.
 —  In 2021 IATA expects global passenger demand (measured in 
revenue passenger kilometres, RPKs) to be 24 percent below 
2019 levels and 32 percent lower than IATA’s October 2019 Air 
Passenger forecast for 2021.
 —  IATA doesn’t expect 2019 levels to be exceeded until 2023.
 —  As international markets open and economies recover, there will 
be further growth in air travel from the 2020 low point. But even 
by 2025 IATA expects global RPKs to be 10 percent lower than 
the previous forecast.

PESSIMISTIC SCENARIO
 —  This is based on a slower opening of economies and relaxation 
of travel restrictions, with lockdowns extending into Q3 2020, 
possibly due to a second wave of the virus. This would further 
delay the recovery of air travel.
 —  In this case, global RPKs in 2021 could be 34 percent lower  
than 2019 levels and 41 percent below IATA’s previous forecast  
for 2021.
 —  Those scenarios are cold comfort for the airlines that have 
grounded 16,000 planes, or about 62 percent of the global fleet. 
IATA has been pressing hard for government to give support to 
airlines and the aviation sector in general because it supports 
65.5 million jobs around the world, including 10.5 million people 
employed at airports and by airlines, and supports US$2.7 trillion 
in world economic activity. 
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and runways and reduction of front-line employees. These drastic 
measures take time to reverse. Returning to full operational status 
will not happen overnight.”

Airports that have closed terminals include Singapore’s award-win-
ning Changi, which has closed its Terminal 2 and Terminal 4. The 
Changi Airport Group said it was moving forward the planned 
closure of Terminal 2 to move ahead with planned construction 
and renovations and then said in early May it was closing Terminal 
4 simply because there wasn’t enough traffic to support keeping it 
operating. That’s not stopping Changi for planning ahead, however. 
Asian Aviation learned in early May that Changi Airport was con-
tacting retail tenants at its various terminals to gauge their interest 
in a special shopping plan directed at Chinese travellers to help 
the retailers recover once international travel is allowed to resume. 
Changi Airport Group (CAG) told the retailers in an email that it is 
planning to launch a digital membership programme tailored for 

Chinese travellers, currently under the working name of Changi Fuli 
Card, that will be sold to Chinese travellers for between S$6-S$12 
(US$4.24-US$8.47) with the total package incorporating Changi 
Airport shopping benefits, Jewel attractions, Singapore city tours 
and a SIM card valued at more than S$400 (US$282.42).

Hong Kong International Airport said it is concentrating on restor-
ing passenger confidence in flying with a focus on hygiene efforts 
and is said to the first in the world to use a “CleanTech” full-body 
disinfection facility that looks like an oversized phone booth. Cur-
rently airport staff are using the facility on a trial basis. The user has 
his or her temperature checked before entering an enclosed channel 
for the 40-second disinfection and sanitising procedure. 

Other countries have fared worse than Hong Kong and Singa-
pore with the Philippines closing down all international traffic to its 
airports and Indonesia locking down the country as well, even for 
domestic flights. As of mid-May, those closures were still in place 
but governments were said to be in the process of reviewing the 
shutdowns and looking to restart some travel.

“The impact of the COVID-19 pandemic on airports, the wider avi-
ation ecosystem, and the global economy continues to worsen and 
represents an existential threat to the industry unless governments 
can provide appropriate relief and assistance,” ACI World Director 
General Angela Gittens said. “As traffic and revenue have collapsed, 
the airport industry has taken all possible measures to preserve sta-
bility, but the challenge remains that a significant portion of airport 
costs are fixed. Airports are critical in the air transport ecosystem 
which is a key driver of local, regional and national economies and 
the communities they serve, and this global economic multiplier 
effect needs to be safeguarded to help underpin recovery. Jobs need 
to be protected and airports given financial support so people can 
rapidly return to work while operations can be scaled up to meet 
demand as the industry restarts.”

AVIATION IN THE VIRAL AGE

◀ Airports around the world, like this one in Thailand, have turned 
into virtual ghost towns.
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Cargo
It’s hard to call anything a bright spot in an industry when more than 300,000 people globally 
have died, but if there is slightly bright spot it’s the cargo industry. 

Airlines and OEMs have come up with ways to turn passenger planes 
into freighters with innovative conversions, and the need for goods to 
continue to move has not abated, although some markets are shrink-
ing due to the decline in economic activity and IATA said in late April 
the world faces a “severe cargo crunch” because of the pandemic.

WorldACD data from April showed that worldwide, chargeable 
weight carried by air, decreased by 31.7 percent compared with April 

2019 year-on-year, (YoY), and by 22.8 percent compared with March 
2020 month-over-month (MoM). Due to the well-publicized lack of 
cargo capacity, caused by the forced inactivity of many passenger 
aircraft, airline yields (in USD/kg) went up very sharply, by 63 per-
cent MoM, and by 99 percent YoY. Express business fared better than 
regular cargo (-8 percent MoM), particularly from Asia-Pacific (+21 
percent MoM). The category of smallest parcels (0-50 kg) suffered 
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most (-42 percent MoM), while — not surprisingly — big shipments 
of more than 5,000 kilograms were heavily favoured.

Airlines operating nothing but freighters “had a field day in April”, 
WorldACD said, with cargo carried only slightly less than in March, 
but with a revenue growth of 29 percent. Airlines with a mixed fleet  
managed to raise their unit prices by much more (+71 percent MoM), 

and they were in turn outdone by the passenger airlines (+95 per-
cent MoM). But the “mixed” airlines lost a quarter of the volumes 
they carried one month earlier and the passenger airlines half.

In Asia-Pacific revenues grew by 66 percent MoM, but airlines from 
the area increased their worldwide revenues by a much lower per-
centage only by 33 percent. Airlines from outside Asia-Pacific profited 
more from the boom in the area than airlines based in Asia-Pacific.

Governments are stepping in to help the cargo industry as they 
have with the passenger market. The New Zealand government 
said it would underwrite cargo routes to Australia, the US, Japan 
and Hong Kong to help move the country’s imports and exports. 

Airlines that have signed up for the programme  include Air New 
Zealand, China Airlines, Emirates, Freightways Express, Qantas and 
Tasman Cargo. The scheme will initially include 56 weekly flights. 
New Zealand Transport Minister Phil Twyford said “at the beginning 
of the pandemic, we moved quickly to support charter flights to 
ensure New Zealand had the crucial supplies it needs and to back 
our exporters. However, these flights only allowed businesses to 
export to a limited number of markets.”

Air New Zealand’s general manager of cargo, Rick Nelson, hailed 
the deal in media reports, but insisted the business hoped to get 
back to a full commercial footing soon. “Naturally, we hope the need 
to operate under an agreement of this nature will be a short-term 
business model and in time we’ll be able to revert to our traditional 
model as demand for passenger travel begins to pick up,” he said. 

Australia has developed a similar programme 
with 15 airlines called the “International Freight 
Assistance Mechanism” (IFAM) initiative, which 
will initially focus on key markets of China, Japan, 
Hong Kong and the UAE. The first airlines and 
freight companies to sign up are Qantas and Vir-
gin Australia, as well as Cathay Pacific, Emirates, 
Etihad, Federal Express, Japan Airlines, Singapore 
Airlines, Qatar, CT Freight, Schenker Australia, 
Kuehne + Nagel, Air Menzies International, Toll 
and DHL Global Forwarding.

Dedicated cargo carriers are finding some 
competition these days from passenger carriers 
as well. A host of companies including Airbus, 
HAECO, and others are developing ways to turn 
the cabins of passenger planes into additional 
cargo holds. In late April Airbus announced it had 
developed a modification for its A330 and A350 
family aircraft to enable airlines to install freight 
pallets directly on the cabin floor seat tracks after 
removal of the Economy Class seats. The manu-
facturer said it was mainly concerned with that 
class because removing Business Class and First 
Class seats was more complicated.

“This solution will help with the airlines’ own business continu-
ity, and also alleviate the global shortage of belly-freight air cargo 
capacity due to the widespread grounding of long-haul aircraft in 
the context of the COVID-19 pandemic,” Airbus said.

HAECO Cabin Solutions also launched a new programme to allow 
package stowage in the main passenger cabin. The solutions will 
be certified through a Supplemental Type Certificate (STC) and are 
unique in the amount of weight that can be carried. The palletised 
variant can hold 1,000 lbs, the all-in-one seat frame can hold 500 
lbs, and the seat and floor storage systems can each hold up to 240 
lbs. These options give airlines specific load authorisations and the 
capability of carrying larger items in the cabin that otherwise would 
have been stored in the aircraft’s belly, except for hazardous materials.

AVIATION IN THE VIRAL AGE

▲ OEMs and interiors companies are working hard to convert 
passenger cabins to carry freight.
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Naturally, we hope the need to operate 
under an agreement of this nature will be a 
short-term business model and in time we’ll 
be able to revert to our traditional model…

RICK NELSON, AIR NEW ZEALAND
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The year started off with a fairly rosy outlook for the OEM sector 
then quickly fell off a cliff as airline customers cancelled, delayed or 
otherwise altered their orders.

An early victim of this sector was the proposed marriage of Em-
braer’s commercial plane division with Boeing Commercial Airlines, 
a near US$5 billion deal that fell apart as the industry cratered. (See 
related Embraer story on page 24.)

Boeing found itself faltering in the first quarter when it report a 
net loss of US$641 million. The company had been expecting the 
loss because of the grounding of its once best-selling jet, the 737 
MAX, following two crashes that killed 346 people. The closing of 
national borders and grounding of much of the world’s fleet was the 

AVIATION IN THE VIRAL AGE

Manufacturers
Losses, layoffs, reduced production and warnings that aircraft manufacturers face the “gravest 
crisis the aerospace industry has ever seen” are the words coming from top OEMs like Boeing, 
Airbus, GE Aviation and others. 

▶ Plane makers and other OEMs predict a much reduced global fleet 
in the future.
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second whammy to hit the American giant and combined, the two 
problems will keep Boeing on the back foot for years as well as its 
long line of suppliers who are fighting for their own survival as well.

“The COVID-19 pandemic is affecting every aspect of our business, 
including airline customer demand, production continuity and supply 
chain stability,” said Boeing President and CEO David Calhoun. “Our 
primary focus is the health and safety of our people and communities 
while we take tough but necessary action to navigate this unprece-
dented health crisis and adapt for a changed marketplace.”

Boeing successfully tapped the debt markets for US$25 billion 
to help avoid taking a government bailout and the restrictions that 
would have come with such aid, but has also decided to furlough 
employees and further cut the payroll by offering early retirement 
and other exit packages. Boeing also announced in mid-May it 
would create a “Confident Travel Initiative” team that will work with 
airlines, global regulators, industry stakeholders, flying passengers, 
infectious disease experts and behavioural specialists to establish 
industry-recognised safety recommendations.

The European side of the manufacturing duopoly, Airbus, posted a 
first-quarter loss of US$521 million and is also struggling to survive 
by shedding thousands of employees, cutting back on research and 
development and slowing production as its airline customers defer 
orders or cancel them outright. “We saw a solid start to the year both 
commercially and industrially but we are quickly seeing the impact 
of the COVID-19 pandemic coming through in the numbers,” said 
Airbus Chief Executive Officer Guillaume Faury. “We are now in the 
midst of the gravest crisis the aerospace industry has ever known.”

Airbus, like Boeing and other plane makers, are counting on pro-
duction of narrowbodies as they expect those models to improve 
the quickest as domestic travel markets rebound once various 
lockdowns are lifted in the US, Europe and Asia.

The Big 2 plane makers are not the only ones suffering. In Japan, 
Mitsubishi Aircraft’s parent company announced it is reviewing the 
development of the 76-seat version of its regional jet programme 
as losses on the programme widened. Mitsubishi Heavy Industries 
(MHI) will also halve the budget allocated for the SpaceJet regional 
aircraft programme to Y60 billion (US$558 million) for the year end-
ing 31 March 2021. In its full-year results presentation, MHI states 
that it is “setting an appropriate level of budget” for the SpaceJet 
programme in the new financial year. The Japanese firm adds that 
it “remains committed” to move the development of the baseline, 
90-seater M90 variant forward.

Engine makers are also suffering. GE Aviation announced in early 
May that it was cutting a total of about 15,000 jobs and was looking 
to cut at least US$1 billion in costs. The UK’s Rolls-Royce is also said 
to be looking to cut up to 8,000 workers, or about 15 percent of its 
52,000-strong workforce. 

The company earlier announced it had already furloughed 4,000 
staff in Britain. Rolls-Royce could be hurt more than other engine 
makers because a large part of its product line powers widebody 
jets used on international flights that will be the last to open. 
Rolls-Royce also said it was cutting its forecast for production 
of widebody plane engines to around 250 in 2020, down from its 
prior forecast of 450.

Engine manufacturer Pratt & Whitney, a unit of Raytheon, says it 
will cut more than 343 jobs at a Canadian facility and its top lead-
ership said more might be in the works. Raytheon CEO Gregory 
Hayes said engine sales are expected to decline as customers such 
as Airbus halt production. Overhauls of its next-generation geared 
turbofan engines will continue as Pratt & Whitney upgrades engines 
to new configurations but shop visits for engines already installed 
are expected to be down 50 percent from 2019, he said. 

AVIATION IN THE VIRAL AGE

MRO
Trying to determine the impact of the COVID-19 pandemic on the MRO is like trying to  
win the lottery — the numbers are changing almost daily. 

One immediate victim of the COVID-19 pandemic on the mainte-
nance, repair and overhaul (MRO) industry was a planned US$339 
million joint venture between Airbus and Thai Airways east of Bang-
kok. Thai officials said Airbus pulled out because of the pandemic 
and the plane maker’s focus on saving cash. Another Asian MRO 
company on the ropes is the MRO arm of Korean Air, which may be 
sold because the airline faces an “existential crisis”, its leaders have 
said. Korean Air might earn about US$2.4 billion if it sold the MRO 
arm, its frequent flyer programme and its catering service.

One consultancy, Oliver Wyman, made an early assessment 

◀ MRO shops will see billions of dollars in lost business in 2020.M
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that the total global impact of COVID-19 on MRO is estimated 
to be a decline of between US$17 billion and US$35 billion from 
the original US$91 billion expected to be spent on MRO this year. 
The company based its estimate on factors like travel returning 
sometime in the summer of this year with domestic, regional and 
international variations and an accompanying economic recession.

“Assuming our baseline scenario that anticipates recovery later 
this summer, the current trajectory for fleet reductions and lower 
aircraft utilisation would reduce global MRO demand in 2020 by 
over US$26 billion” with the greatest impact on North America and 
Western Europe, the company said.

Interestingly, one Asian MRO company, Garuda Maintenance 
Facilities (GMF) AeroAsia in Indonesia said it expects to see 

increasing demand in its shops for MRO work from non-affiliated 
international airlines as a result of diverted flights. President Direc-
tor Tazar Marta Kurniawan said in press reports that GMF AeroAsia 
projected a year-on-year increase of 80 percent in the contribution 
of non-affiliated international airlines for its MRO services, from 
71 percent in 2019. 

“We might receive more orders for MRO services from interna-
tional airlines, since those who were scheduled to have mainte-
nance in China, for example, would be diverted to us because of the 
coronavirus outbreak,” Tazar told a press briefing. GMF AeroAsia 
has so far received three orders for maintenance services from 
international airlines that were not on the company’s roster this 
year, Tazar added. 

PASSENGER EXPERIENCE
The frustrating thing for the world if one keeps up with the 
news, is that the COVID-19 pandemic creates more questions 
that no one can answer. How long will it last? Will a vaccine 
be developed? If so, when? What the aviation industry seems 
to agree on is that it will be a changed industry for everyone, 
including the paying traveller.

Those changes are already evident in the fact that airlines 
are now requiring passengers to wear masks on-board the 
aircraft. One airline, Emirates, is now testing passengers for 
COVID-19 before they even check in for a flight. Passengers 
could even be put through a disinfecting station that staff 
members at Hong Kong International Airport are using.

Officials at IATA and other aviation trade groups and analysts 
say the longer the pandemic continues, such testing might 

become a routine feature or passengers may be required to 
get a test done before they even arrive at the airport. So-called 
“health passports”, similar to the old Yellow Fever cards once 
carried by international travellers, might be required.

The problem for the industry, is that as mentioned before, 
this is a global health crisis and not an aviation crisis per se. 
Everyone in the industry wants to ensure the safety of the 
travelling public and aviation employees, but if  governments 
or IATA or ICAO or the WHO, make it too difficult or too 
inconvenient or too expensive for passengers to move from 
point A to point B, then the “new world” of aviation will be a 
much darker one and a much reduced force for connecting 
people around the world. 
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▲ Airlines like Emirates are already using COVID-19 tests before 
passengers even check in.
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IN EARLY MAY, aviation consultant IBA presented its analysis on 
what effect COVID-19 will have on aircraft market values and lease 
rates and it shows that the virus will negatively impact values and 
most likely hasten the removal of older aircraft from the global 
fleet. IBA Head of Valuations Mike Yeomans, an accredited ISTAT 
Senior Appraiser, says that although aircraft base valuations will 
not immediately change, there will be a lowering of market values 
and lease rates brought about by the pandemic’s impact on global 
commercial aviation.

Focussing on narrowbody aircraft, the IBA analysis clearly shows 
that there is a significant gap between the newer generation aircraft, 
such as the Airbus A320/321neo and the Boeing 737 MAX compared 
to the A320ceo and B737NG types. For new aircraft post-COVID-19, 
IBA believes there will be some small reductions in market value, 
ranging from 2 percent for an A321NX and up to 7 percent for a 
B737 MAX-8. Yeomans says these smaller impacts are because “a 
lot of these aircraft will have pricing that’s already been locked in”.

Looking at aircraft that were delivered in 2017, the gap between 
different generations of aircraft starts to become more pronounced. 
“This is where we see some of the trends around older and out-going 
generation aircraft being the worst affected and the newer genera-
tion aircraft holding up better,” he says. “The A320/321neo are the 
least affected (5 to 2 percent respectively), but some significant 
downgrades of around 12 percent for the ceo and NG aircraft, with 
the neo retaining a slight premium above the MAX.”

Unsurprisingly the trend continues with ageing aircraft, defined 
by IBA as 18 years old, with drop-offs in market value of 16 to 20 
percent for the A320/321 and 737NG to 29 percent for the B757-200. 
“It is much more severe when you look at the 757 as you expect 
to see those aircraft coming out of operations in greater volumes 
and really not representing much more value than the value in the 
engines,” says Yeomans.

Moving from market values to lease rates, IBA presents a similar 
picture, this time making the comparison between three year-old 
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New-generation pricing
What commercial aviation will look like post COVID-19 is pure speculation but 

the people who put up the money to finance aircraft are looking for more than 

guesses in these troubled times, according to Michael Doran. 
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and 12 year-old aircraft, the latter being when an aircraft would 
typically be coming off its first lease Yeomans says. “Across the 
board we are expecting to see some pressure and a tightening of 
the band across some of the younger aircraft should those come 
into the market in a re-leasing scenario,” he says. “We’ve high-
lighted a range of discounts between 10 to 15 percent, and that’s 
across the ceo, NG, neo and MAX as what we might expect to see 
in a re-lease situation.”

As expected the discounts are greater in the older aircraft with IBA 
assessing the A320 to fall by 18 percent and a 16 percent drop for the 
A321, 737-800 and 737-900ER and Yeomans expects these aircraft 
are going to fall from favour 
over the next 18-20 months.

IBA also calculates that 
approximately 3,400 nar-
rowbody aircraft could be 
prematurely wi thdrawn 
from service over the next 
20 months, a net reduction 
of 7.5 percent of the total 
narrowbody fleet. This will 
be due to a combination of 
airline failures, restructuring 
of operations and scheduled 
end-of-leases. This will see 
the end of the road for most 
Boeing 717, 737 Classic and 
757 aircraft as well as the 
MD-80 and MD-90.

Regional aircraft leasing 
specialist TrueNoord has a 
fleet of 47 aircraft made up 
of eight aircraft types and valued at around US$827 million so is in 
a strong position to understand where aircraft market values are 
sitting. CEO Anne-Bart Tieleman says 2020 started well for True-
Noord with deliveries of two ATR72-600 aircraft to US Bangla and 
a De Havilland Dash 8-400 to Philippine Airlines in the first quarter.

“What we were seeing was a further establishment of the aircraft 
leasing industry, also in our niche of the regional aircraft market,” 
he says. “There was actually a lot of investment plans in our 
industry and we were looking at our business to definitely grow 
further in 2020.”

The world changed irrevocably when COVID-19 arrived and 
Tieleman says that it is still too early to know clearly how that will 
affect the values of regional jets and turboprops. “Regional jet 
values and lease rents have been influenced by appraisers an-
ticipating oversupply, but since there have been very few aircraft 
trades since the onset of COVID-19, much of the analysis appears 

to be based on their view of demand and the associated revenue 
earning potential, rather than actual trades,” he explains. “Until a 
sufficiently statistically significant number of trades have occurred 
we can only speculate about regional jet values.

“TrueNoord believes that the effects of COVID-19 will be a driver 
in further delays as initially many airlines will be focussed on re-es-
tablishing their operation, load factors and yields, rather than altering 
the composition of their fleets,” he added. 

Indeed the uncertainty around how quickly the aviation market 
will rebound may well prove to be an opportunity for regional aircraft 
as routes take time to regain previous passenger volumes. “This is 
partly because it remains a question whether markets will pick up 
to former levels quickly and the larger regional jets which offer lower 
cost per trip and profitability on thinner routes are the tools of choice 

for such uncertainty,” says 
Tieleman. “However plans 
for the phase-out of smaller 
regional jets could be ac-
celerated as any crisis and 
subsequent restart provide 
an opportunity for airlines 
to bring forward plans that 
already exist.

“In terms of values we 
would suggest that there 
could be some short-term 
volatility in regional jet val-
ues and lease rates but that 
the larger regional jet values 
would stabilise and recov-
er ahead of larger narrow-
body and widebody types 
and that the smaller sub-70 
seaters will weaken further.”

Looking ahead to the re-
covery phase it seems that turboprops may bounce back quickly 
based on the demographics and geography of the markets they 
serve.

“Turboprops are often used in domestic operations or to neigh-
bouring countries and a return to service will initially be a domestic 
service fulfilling an essential travel demand, in particular in rural 
areas where geography limits alternative modes of travel,” Tieleman 
said. “We therefore believe the turboprop will be slightly faster to 
regain on demand and thus lease rent and market value.

“So people will start to carefully move again and that is what 
we see happening in our business as well, we see airlines starting 
to plan and act in starting the operations again,” he added. “So I 
expect that the business is picking up again but it’s definitely not 
a V-shaped recovery, this is going to take more time and that’s not 
only because of the COVID-19 issues but also the economic impacts, 
so at least until 2021, if not a little bit longer.” 

◀ For new aircraft post-COVID-19, IBA believes there will be some 
small reductions in market value ranging from 2 percent to 7 percent.

▲ IBA Head of Valuations Mike 
Yeomans.

▲ TrueNoord CEO Anne-Bart 
Tieleman.
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SMALLER, SHORT-RANGE JETLINERS will be needed first when 
carriers consider moves to restore services following the global 
market downturn that has accompanied the coronavirus COVID-19 
pandemic, according to Embraer, which is reconsidering its 2019 
market outlook. “The impact of the COVID-19 crisis may force air-
lines to reduce capacity and look for ‘right-sizing’ solutions, and this 
is where the E-Jet E2 family can offer a huge value,” the Brazilian 
manufacturer tells Asian Aviation.

This suggests increasing optimism by Embraer, which had 
been less certain of prospects during a 30 March fourth-quarter 
2019 earnings call a few weeks earlier. Asked if he expected a 
post-COVID-19 repeat of the market shift from single-aisle designs 
to regional jets in response to lower demand following the 2001 US 
“9/11” terrorist attack, Embraer President Francisco Gomes Neto 
said then that the company was analysing possible impacts, but 

he thought it too soon to make a good prognosis.
Now, the dynamic COVID-19 situation and its impact on domestic 

and international air travel has led Embraer to reassess its market 
forecast. “In our 2019 outlook report, we [foresaw] a world demand 
for 10,550 new aircraft with up to 150-seats over the next 20 years,” 
28 percent of which would be from Asia/Pacific, according to Em-
braer Commercial Aviation Chief Commercial Officer Arjan Meijer. 
In the past two years, the E-Jet E190-E2 and E-195-E2 have visited 
some 20 countries in the region.

In April, Embraer might have planned a double celebration to mark 
two years of E-Jet-E2 services and prospective consummation of a 
joint venture (JV) with Boeing to compete against Airbus. Instead 
of marking the E2’s operational second birthday, the weekend was 
spent formulating a request for arbitration after Boeing socially dis-
tanced itself from an agreement to form Boeing Brasil–Commercial.
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Involuntary isolation
Having come very close to forging an alliance with Boeing in a  

restructured commercial airliner duopoly shared with Airbus,  

Brazilian manufacturer Embraer has found itself suddenly alone,  

reports correspondent Ian Goold.
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Failure of the deal means that the components of a potential fun-
damental restructure of global commercial aircraft manufacturing 
— to form two very large (and essentially balanced) manufacturers 
from two large and two smaller companies — have remained an 
imbalanced disparate group, with Embraer in involuntary isolation 
as if found carrying symptoms of COVID-19. 

Had the Boeing/Embraer move been completed, it would have 
been seen as countering their joint European competitor’s previous 
acquisition of a majority holding (alongside the province of Quebec 
as a minority investor) in the former Bombardier C Series pro-
gramme, although talks between the two are reported to pre-date 
the Airbus investment in the Canadian design.

In the arrangement, which was proposed in 2018, Boeing was to 
pay US$4.2 billion for 80 percent of Embraer Commercial Aviation 
and 49 percent of the C-390 military transport aircraft (which is 
covered by a second JV). Because of the arbitration application, 
the Brazilian manufacturer was unable to consider Asian Aviation 
questions about the immediate implications of the failed deal. 

Asked about the effect and impact of Boeing’s termination of the 
JV master agreement on E2 production, flight-testing, and develop-
ment, Embraer says: “There is an arbitration in process and Embraer 
cannot comment further other than this: Embraer believes it is in full 
compliance with its obligations under the agreement and Boeing 
had wrongfully terminated the MTA to avoid closing the transaction 
and paying the US$4.2 billion purchase price.”

Perhaps inevitably, Boeing and Embraer blame each other. The US 
manufacturer complains that after two years’ diligent efforts Embraer 
did not “satisfy the necessary conditions”. 

Claiming full compliance with requirements covering the JV, the 
Brazilian manufacturer for its part cites Boeing’s “systematic pattern 
of delay and repeated violations” of the agreement in order to avoid 
its financial commitment to completing the deal.

Enlarging on the nature of the likely returning market post-COV-
ID-19, Embraer Commercial Aviation President John Slattery predicts 
that operators will focus on trip costs, rather than seat-mile costs, 
because total yield from fewer-but-higher passenger fares will be 
most important. He sees this particularly among North American 
customers, who foresee demand in the 76-seat sector. 

This will remain the case until conditions prevailing more than two 
years ago return. “We’ve just come off a 10-year ‘bull’ run, breaking 
all records but that has stopped”. It will be important to generate 
revenue and free cash flow: “Many who concentrate on very-low 
seat-mile costs won’t (survive).”

The executive emphasises the great sensitivity and volatility in 
the current marketplace. Participating in an Aviation Week webinar 
in early May, Slattery said: “What I can tell you is that the assump-
tions of four weeks ago have now changed — moved to the right 12 
months, maybe 18 months”.

He shares the view of other manufacturers that market recovery 
will take “three to five years; it seems that [widebody airliners] will be 
at the five-year end. At the three-year end, you see the single-aisles”.

The good news for Embraer is that its products will “come back 
inside of the three-to-five-year period”. Indeed, he envisages the 
possibility of some carriers reducing capacity. “Those who fly sin-
gle-aisles might want to ‘right-size’ [their equipment],” which might 
make them candidates for the E175-E2.

First flight of that latest E-Jet sub-variant in late 2019 came as Em-
braer also continued development of its E190-E2 and E195-E2 siblings. 
The manufacturer says that pre-occupation with moves to “carve out” 
its commercial aerospace activity as a stand-alone entity ahead of 
the planned JV with Boeing and the market downturn following the 
coronavirus pandemic has inhibited progress with the new aircraft. 

“Due to the ‘carve-out’ in the beginning of the year, and the Cov-
id-19 outbreak, the E175-E2 flight-tests campaign didn’t progress 
much,” Embraer tells Asian Aviation. 

Meijer confirms that E175-E2 prototypes 20.006 and 20.007 will 
be used “for all the aeronautics, loads, propulsion and minor sys-
tems compliance tests required” due to design differences from the 
E190-E2. The third example, prototype 20.008, is to be the first with 
a passenger-cabin interior, and will be used primarily for comfort 
checks, low-temperature “cold soak”, intra-systems tests, and func-
tion and reliability (or “route-proving”).

By early May, the three E2 models had logged more than 67,300 
hours of ground testing “towards product maturity”, says Meijer. 
E190-E2 and E195-E2 flight-test development work — planned or 
underway — includes “Category IIIa automatic landing (Cat IIIa au-
to-land), airport steep approach (E190-E2), and 120-minute extended 
twin-engine operations (Etops)”.

Nevertheless, the COVID-19 pandemic has inhibited some work 
with the E195-E2. Prototype 20.005 had been earmarked for flight-
test duties, while sibling 20.041 was allocated for sales demon-
strations. In the event, the “demo tour” has been suspended and 
flight-test campaigns restricted to some critical certifications, 
according to Meijer. 

Development of a second-generation E-Jet family has been limited 
to the three larger variants because most E170 market demand was 
driven by capacity restrictions of US major-airline “scope clause” 
requirements, which essentially define the numbers, size, and weight 
of aircraft that may be operated by regional airline partners. 

“Once the scope clause had evolved and the [70-seat capacity] 
limit moved to 76 seats (mostly), the E175-E2 represented the best 
balance between trip cost and seat cost to cover the whole market 
below 90 seats,” says Meijer.

Finally, how does the manufacturer see the business case for a 
new turboprop concept, possibly including hybrid electric engines? 
“As leader in the up-to-150-seat segment, Embraer is always assess-
ing the market. However, being pragmatic, now is not the moment to 
be considering those decisions. The company doesn’t see it on the 
immediate horizon, given the market current status,” Embraer said. 

◀ Due to the now-cancelled Boeing deal and the COVID-19 outbreak,  
E175-E2 flight tests didn’t progress much, Embraer said.
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FINANCE & LEASING

What’s it worth?
For many lessors, the problem these days is 
not so much a financial one, but like the rest of 
the world a travel problem. With planes parked 
and people prevented from travelling, lessors 
are finding it hard to get their assets back as 
Matt Driskill found.

▲ Lessors are looking at parting out planes and engines as a “final 
strategy” as the pandemic grounds thousands of aircraft.
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AVIATION LESSORS are seeing their assets sitting on the ground 
as the world’s passenger fleet remains basically grounded for in-
ternational flights and even countries with domestic networks are 
grounding planes. Attempts to get those assets back, at least on 
an international level, are thwarted by travel bans countries have 
imposed to limit the transmission of the COVID-19 pandemic.

According to leasing experts on the many webinars that have 
sprung up as the virus has grounded travel, lessors are not taking 
a “hands off” approach to protecting their assets, but are finding 
it difficult to replace their normal teams that would fly to another 
country to do an end-of-lease check with local technical talent for 
the simple reason in many countries that local talent may not have 
the expertise a lessor is looking for.

For engine lessors, the situation might be a bit easier because in 
today’s overhaul environment, a lessor may let 
the airline “buy its way out of the lease” and 
the lessor just takes the engine back rather 
than waiting for an airline to pay for the en-
gine MRO.

Lessors also say they expect to see more 
passenger to freighter conversions because 
passenger traffic will be slow to return to the 
industry until and when a vaccine for COV-
ID-19 is found and are comfortable with the 
safety environments at the airport and on-
board the plane.

Many lessors are saying that they expect to 
see an increase in the sale-leaseback category, 
calling it a “very attractive” way for airlines to 
raise cash, but it comes at a price and that 
price is the rent on the plane.

Lessors are also looking at parting out planes and engines as a 
“final strategy”, which is the way they’ve looked at their assets for a 
long time. The only issue now is the market because with so many 
planes grounded, is an engine that was worth US$3 million before 
COVID-19 worth that now?

Graeme Crickett, chief technology officer at SMBC Aerospace, 
said he’s been talking to airlines that have leased engines from his 
operation and says part of the problem affecting the industry is the 

number of technical staff that have been laid off, “trying to find where 
our engines are” and where the owner of the plane is. “I think we’re 
going to see another three to four months of this mess going on 
and some airlines won’t recover. And if they have widebody planes, 
they’re in trouble.”

Crickett said another big issue affecting lessors is “determining 
which airlines have the highest values” and “we’re pulling our 

resources into putting thought into which air-
lines are going to fail”.

Crickett said while the virus is a problem for 
lessors, it’s an even bigger problem for OEMs 
like Boeing and Airbus because “they’ve spent 
years scaling up and now they have to turn 
back and lay off people because aside from the 
cost of plants and equipment the biggest cost 
is wages” and those ex-employees “usually 
don’t return to the industry. They find more 
stable income and that corporate memory 
goes and it doesn’t come back. It’s going to be 
a rocky ride and this won’t end quickly.”

Other problems facing lessors include de-
registering aircraft because even in a normal 
world, the process is difficult because of the 
need to get multiple signatures on documents, 

provide ferry flights, and do inspections. “You need a great legal 
team”, one lessor told Asian Aviation. Others said the effects of the 
virus might spur the leasing industry to utilise more digital tools to 
make it easier to accomplish such tasks.

Crickett also said the recent trend of large financial institutions 
getting into the leasing business may be slowing because “as 
soon as bankruptcies start coming, those finance guys won’t 
come back”. 

I think we’re going to 
see another three to 
four months of this 
mess going on and 
some airlines won’t 
recover. And if they 

have widebody planes, 
they’re in trouble.

GRAEME CRICKETT,  
SMBC AEROSPACE,
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AAV: COVID-19 has decimated the aviation industry. How has is 
affected finance and leasing overall?
CN: For aviation finance the primary concern is the financial health 
of the airlines and their ability to continue as going concerns. The 
short-term (up to one year) implications include delayed lease rent-
als, renegotiating lease rates, potential repossessions and declining 
aircraft values. In the medium term, there will be greater challenges 
on repossessing and placement of aircraft, cost of aircraft financing, 
decline in aircraft values on balance sheets and aircraft write-offs 
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Tracking healthy airlines
Managing Director of Aircraft Finance Germany (AFG) Christian Nuehlen talks 

about the the state of finance and leasing with AAV Editor Matt Driskill.

such as the A380s and other older vintage aircraft from their fleet. 
Many other airlines will be looking for sale and lease-back structures 
to release cash into the business 

AAV: Are there any regions where your industry is doing better/worse 
than others? If so why?
CN: Air cargo and freight is a key growth area for AFG. We are ac-
tively working in the passenger to freighter conversion (P2F) markets 
and see this as a bright spot in this crisis. The P2F market will be 
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the main driver for freighter aircraft in the 
coming years. A combination of a lack of 
production of freighters, old age of exist-
ing freighter aircraft and new demand will 
drive the market.

AAV: How well capitalised are most les-
sors? And are there regional differences?
CN: Post-2008, institutional investors have 
invested heavily in aircraft leasing in the hunt for yield. This has led to 
the emergence of several well-capitalised, creditworthy lessors that 
have driven an industry-wide consolidation in the last three years. 
With continued low interest rates and strong balance sheets, most 
lessors will be able to weather the crisis and perhaps acquire the 
weaker players. Especially, those market players owned or backed by 
large financial institutions won’t have to worry too much.

AAV: Some analysts say there’s opportunities for lessors in sale-lease 
back transactions.
CN: Fifty-six percent of the world’s aircraft fleet is presently owned 
by airlines. We believe there will be an opportunity for airlines to un-
lock some cash through SLBs for newer aircraft types as mentioned 
previously. This seems like an opportunity for lessors, however, for 

the airlines this may mean that aircraft values and associated lease 
rentals will be lower than expected. 

AAV: Do you plan to add planes to your portfolio?
CN: We are constantly exploring opportunities and we believe our 
business model and nimble approach works well in this environment. 
We have adapted quickly with our team and see potential transactions 
everywhere in the market — even in today’s challenging world.

AAV: Do you see national governments stepping in for “automatic 
stays” wherein lessors are prevented from repossessing aircraft or 
otherwise enforcing their contracts? Regional differences?
CN: Aviation is a highly regulated global business which relies on 
international treaties and finance…We do not see governments in-
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We are constantly exploring opportunities and we believe 
our business model and nimble approach works well in this 

environment. We have adapted quickly with our team and 
see potential transactions everywhere in the market…

CHRISTIAN NUEHLEN, AFG
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FINANCE & LEASING

terfering with aircraft repossessions as this would have an adverse 
effect on airlines to contract long- term financing going forward.

AAV: I noticed on your company’s website that everyone is working 
from home and you made investments in IT recently. How has the 
reaction been from employees and any tips for other companies?
CN: AFG made the conscious decision to establish an IT infra-
structure based on cloud computing and Cisco Jabber Telecom-
munications which has enabled our global team to work together 
in this difficult environment where our offices had to be closed for 
extended periods of time. Our team now spans the globe from San 
Diego in the US to Hanoi in Vietnam and lots of places in between. 
The continued efficient communication by all AFG team members 
is a direct result of this investment. 

AAV: I know that no one knows when this crisis will end, but how do 
you see air travel in general changing as a result of the virus?
CN: We do not anticipate a V-shaped recovery as the true extent 
of the economic impact will only be apparent when restrictions are 
removed. In the short term air travel will re-emerge in phases — 
essential, business and leisure. Airlines will cut capacity, accelerate 

fleet retirements and delay new deliveries, all of which indicate a 
more gradual recovery plan. At the same time, we must re-empha-
sise that aviation managed to withstand wars, terrorism, oil crises, 
and economic crises and has consistently grown in the past 50 
years. We firmly believe that as an industry we will pull through.

AAV: You work with people/companies in a variety of industries like 
operators, public/private investors, banks, OEMS, etc. What are they 
telling you?
CN: Industry participants remain cautiously optimistic that the eco-
nomic cycle will resume growth in Q4 2020 assuming restrictions 
are lifted. The substantial stimulus packages will boost liquidity and 
ensure availability of capital for the entire aviation system. 

AAV: With COVID-19 and the MAX grounding, OEMs have taken a lot 
of hits. What is this doing to the value of planes today?
CN: Aircraft values will unquestionably be negatively impacted 
by the present crisis. However, the decline may be temporary or 
permanent depending on the aircraft type…We will also see early 
retirement of complete fleet types in airlines, Boeing 747s and A380s. 
In the narrowbody market the aircraft values will come down in the 
short term but are likely to rebound faster as the manufacturer slow 
down the production rate and these assets tend to be more liquid. 
The return of the Boeing 737 MAX will determine the eventual impact 
on values of the Boeing 737-800 NG. 

◀ Managing Director of Aircraft Finance Germany (AFG) Christian 
Nuehlen says the industry will see more passsenger-to-freighter 
conversions in the near future.



30 AsianAviation | May-June 2020

AVIONICS

Flying into the future
Thales is developing a new flight management system, while Collins plans further developments to 
its Pro Line Fusion. Emma Kelly looks at developments from the leading avionics manufacturers.
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THE BIG TWO AVIONICS SUPPLIERS, Collins Aerospace and 
Thales, are following different paths towards the flight deck of the 
future. Thales is developing an all new integrated flight manage-
ment system (FMS) in the form of its recently launched PureFlyt, 
while Collins is continuing to develop its existing Pro Line Fusion 
integrated avionics. Both manufacturers have the same goal in sight, 
however, in ensuring their solutions allow pilots to perform safely 
and efficiently in the crowded and complex skies of the future.

Thales’s PureFlyt, which was announced last year, takes flight 
management avionics to new levels and is a “game changer for 
future skies”, according to the European manufacturer.

The system is designed to efficiently manage aircraft in a con-
nected aerospace ecosystem and increasingly crowded skies, says 
Thales. PureFlyt will allow crews to make better decisions using 
more sources of information and deliver improved performance 
during complex phases of flight. The system will be able to calcu-
late alternative trajectories in real-time, use more detailed weather 
information, improve fuel management, and benefit from horizontal 
and vertical guidance, datalink connections and location capabilities.

It will use on-board and open-source data, such as detailed up-to-
date weather information, and integrated with electronic flight bag 
functionalities, the system will allow flight trajectory to be permanently 
controlled, adapted and enhanced. All this will result in optimised 
flight, decreased fuel consumption and im-
proved passenger comfort, according to Thales.

Thales says PureFlyt is designed with fu-
ture air traffic management concepts in mind, 
including flight in four dimensions (the fourth 
being time) such as the Initial 4D (I4D) trajec-
tory management methods currently being 
researched in Europe by the Single European 
Sky ATM Research (SESAR) and the NextGen 
programme in the United States.

Thales is aiming for certification and entry 
into service in 2024, with discussions with 
aircraft manufacturers and airlines underway. 
Thales is working closely with industry partners on PureFlyt develop-
ment and said more than 100 trials have been conducted with airline 
pilots from all regions of the world, with an “extremely positive” in-
dustry response. PureFlyt is undergoing massive testing, says Thales, 
pointing to the software being submitted to over 2 billion test cases 
that represent all flight conditions. “This is the equivalent of 100 million 
flight hours,” says Thales, with big data analysis and machine learning 
used to identify unexpected software behaviour.

Collins Aerospace, meanwhile, is basing future developments on 
its Pro Line Fusion integrated avionics. “Pro Line Fusion is already 
a modern, capable flight deck solution that we’re committed to 
building upon for years to come,” says Collins. “It provides the soft-
ware foundation necessary to carry operators well into the future, 
and we’re confident there’s a lot of growth opportunity within this 
platform,” the manufacturer adds.

Pro Line Fusion is based on a fully scalable architecture, making 
it suitable for all types of platforms. It features 
total connectivity, intuitive decision-making 
tools and advanced situational awareness 
capabilities, including touch-control primary 
flight displays, integrated head-up vision sys-
tems and powerful weather threat detection, 
according to Collins.

The manufacturer is working on enhance-
ments, based on industry demand, emerging 
technologies, new airspace mandates and new 
tools, such as connectivity. “Pro Line Fusion 
enhances safety and situational awareness 
that not only meets present, but future initi-

atives such as FAA’s Next Gen and EASA’s SESAR,” says Collins. 
The manufacturer says it is pushing its head-up display technolo-

gy to be “more useful and more seamless for flight crews to integrate 
into their workflows”, as well as focusing on performance-based 
navigation technologies, such as 4D trajectories. “Another area 
where we’re focused is connectivity, which we’re already very active 
in throughout our solutions,” says Collins, adding: “Connectivity will 
play a deeper role in all of our work moving forward.” 

▲ Thales says PureFlyt is designed with future air traffic management 
concepts in mind.

Pro Line Fusion 
enhances safety and 
situational awareness 

that not only meets 
present, but future 

initiatives…
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October 27-29, 2020
Barcelona, Spain

Co-located with

Learn more and register at:
mroeurope.aviationweek.com

Gather with industry 
leadership and stakeholders 
to respond to impacts of this 
unprecedented time.

• Develop best practices for bringing about recovery

• Join the conversation around what the future will
 look like for airlines/MROs

• Source new suppliers and reconnect with old

• Connect with friends and colleagues

 

MRO Europe provides the opportunity to come together. 
We look forward to seeing you.

#MROE  |



YOU DO YOU
WE’LL DO 
THE WHEELS 
AND BRAKES

ANYTIME. ANYWHERE.
IT’S THAT SIMPLE
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