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Expertise – that’s our DNA  
and our branding!
DVB’s Aviation Finance is certainly different from other aviation banks. In the  
following interview Bertrand Grabowski, Member of DVB’s Board of Managing 
Directors covering Aviation, talks about the markets, risk scenarios, market  
players, advanced technology, abundant liquidity, possible turbulences and how  
to do business “cross cycles”. His key message was and remains: it’s all about 
asset expertise. 

Interview by Elisabeth Winter, Head of Group Corporate Communications

Bertrand, your Aviation platform has meticulously been built since 2005.  
Today, what is the major rationale behind this unique approach? 

The rationale behind our approach is reflected in our strategy. We want to remain a solution 
provider for everyone in the aviation industry: may it be owners, operators, lessors, or 
maintenance and part-out specialists. So, anyone dealing with aircraft could see and will see 
DVB as a solution provider. That's a philosophy which helps us to build this unique platform.

What are “the supporting pillars” of this franchise this year and beyond?

There are three supporting pillars: team work, discipline, but the strongest differentiator 
remains our asset expertise. 

Asset expertise spreads across all Aviation Finance teams – not only in relationship manage-
ment, but also in all support functions. If it comes to our structured lending business, obviously 
asset expertise is the critical factor in our decision-making process. And as said before, our 
expertise is the most noticeable differentiator from our competition – it is our DNA, part of 
our global branding supported by our Aviation Research and our Aviation Asset Management 
teams.
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What are the major risks for the global aviation industry (or in the global  
aviation industry) at this point in time and how does our Aviation Finance  
division mitigate these challenging factors?

Yes indeed, there are some major risks – and to mitigate them is what we are paid for. If you 
look at the industry’s profitability in the past eight years, you will realise that there were some 
good years and 2014 will probably turn out to be one with the industry making as much as 
US$19 billion. But there were also some very, very bad years like in 2008, when the industry 
lost about US$26 billion. So the platitude, worth repeating sometimes, is to say that there are 
significant variations of profitability and asset values across the cycles. This is the environment 
in which DVB has to navigate. Many factors can contribute to amplify the “natural” industry 
cycle. I will only select three of them: 

Firstly, the oil price: an airline’s exposure to oil price of course depends on the carrier’s 
business model either focussed on cargo or on passengers. But fuel represents a minimum of 
35% of the total operating costs. So, all airlines are highly dependent on the price of jet fuel. 
If the pricing of this commodity varies only by a few dollars, say 10%, all the industry’s profit 
for the respective business year might be gone. 

Secondly, the accelerated technological progress can create some turbulence for the 
asset values of aircraft. In a nutshell: technological change can be a risk or an opportunity:

•  It’s an opportunity for those market participants who buy a fuel-efficient aircraft at the 
right price because it provides the right cushion against an hike in oil price. 

•  It's a risk for the leasing industry and the airlines which want to refleet by disposing old 
aircraft and see the value of those going South quicker that they thought. As a lessor or 
as a carrier, if you cannot sell “old kit” at a reasonable price, you will need more equity to 
invest to cover your Capex. 
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Aviation Finance – Integrated platform solutions

  Structured Asset Financing
  Advisory Services 
  Equity & Debt Capital Markets
  Aviation Asset Management
  Aero Engine Financing & Engine Asset Management
  Private Equity Sourcing & Investments
  Risk Distribution
  Asset & Market Research
  Aviation Relationship & Lending
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The third major risk is what I call a “black swan 
event” – macro-significant events, which can actu-
ally disrupt the normal growth of the aviation indus-
try, like the SARS epidemic (or Ebola), or terrorist 
attacks like 11 September 2001 or war situation 
(Ukraine) or the eruption of a volcano with an unpro-
nounceable name. 

How do we mitigate these risks? We need to be 
extremely disciplined in accepting the appropriate 
evaluation of the asset to be financed – and here we 
go again: we need indepth asset expertise “across the 
platform”. The consequence of our disciplined approach 
is actually a commonplace – we should accept “losing” 

some deals. Let me clarify further: “losing” deals doesn’t mean that our platform is not per-
forming. On the contrary, it is an intelligent, forward-looking, circumspective and prudent 
reflection of the market situation which is currently overflowing with abundant liquidity. 
This is how we avoid taking unnecessary risk at the time we see some sign of an “irrational 
exuberance” in many market segments. This “contrarian” view is paying off: the level of pro-
vision at Aviation is extremely modest, and the two ‘best years’ we had in terms of produc-
tion were 2008 (when the industry lost almost US$30 billion) and 2011 (at the height of the 
so-called euro crisis). 

At the moment – are there also any particular bright spots for the  
aviation industry?

Yes, there are some bright spots. 

If you look at the macro-picture, the airline industry is profitable as it has never been before. 
Again, I know it sounds like a ridiculously low figure by any standard but probably the airline 
industry will make approximately a 4% operating margin this year, which is extraordinary 
in this industry. So, profitability is here. Meanwhile, our core clientele, the lessors, which 
represent approximately half of the business we originate, are very profitable, with an operating 
margin three or four times of airlines, at least so far.

The other bright spot is that US carriers are more disciplined than in any previous year regard-
ing the increase of capacity. This more prudent approach is starting to prevail in Europe as 
well, with some exceptions though (Norwegian etc). Capacity discipline helps to propel the 
yield and load factor to the right place. 

The third bright spot clearly is the investors’ appetite to look at the aviation business:  
with a transaction volume of new deliveries nearly doubling from approximately US$60 to 
US$65 billion in 2007 to US$100+ billion in 2013, it has become a very scalable business. 
There is a lot of interest from investors and this is of course positive. 
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Bertrand Grabowski,
Member of the Board  
of Managing Directors:

“We need to be extremely  
disciplined in accepting  
the appropriate evaluation  
of the asset to be financed...”
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DVB concentrates its fleets in modern and liquid aircraft types – yet in  
recent years DVB has also been financing used aircraft. Does this market 
approach still prevail?

Yes indeed, we are still concentrating our financing on modern equipment. In the market, 
DVB sometimes had the image of an “old equipment financier” which really is not totally cor-
rect. We finance all kinds of aircraft vintage and it is true, that the used aircraft market seg-
ment where competition is weak does appeal to us. Nonetheless, if you look at our Aviation 
Finance portfolio by vintage you will see that 42.4% of the aircraft financed are less than 
three years old. Our asset expertise is probably most relevant when we look at aircraft which 
are five years, seven years, or ten years old. To my mind, nobody else among our competitors 
is as well-equipped as we are to finance and price such used aircraft transactions, with perhaps 
one exception, PK Finance, a unit of General Electric.

The macroeconomic outlook seems to be improving in 2014 in many parts  
of the world, albeit the recovery is not yet robust. How will passenger and 
freight traffic develop in that environment? 

The freight traffic is still completely depressed as it has been for the past few years and, 
unfortunately, I see only very weak signs of recovery. I think this has to do with the supply-
demand of capacity, and load factors stay at an absolute depressing level of around 50% or 
even less. I don't expect any kind of recovery in the near future on the cargo market. Bear in 
mind that Middle-East based carriers, Emirates and alike, with mainly a fleet of widebody 
aircraft, are renting belly space for cargo at a marginal rate at the expense of cargo carriers. 

On the passenger market, all signs are going in the positive direction regarding passenger 
load factor, but also yield. So, there are positive signs globally – and very much so in the US, 
but also in most of Europe. Despite this, and already 18 months ago, DVB publicly stated that 
Asia may see some disappointments in terms of profitability. This is happening now, with a 
supply in capacity that grows too fast to accommodate the demand at constant yield. Market 
discipline is an unknown concept in Asia still and some will learn the harsh way what it costs 
to order more aircraft than you really need. So, in this part of the world, profitability, passenger 
load factor and yield are not going into the right direction.
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Aviation Finance – portfolio by vintage (as of 30 June 2014)
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The new aircraft market seems to remain strong – is this correct, and what 
is the reasoning behind it? 

Well, the financing market for new aircraft is strong. As I said before: the best way to hedge 
against the oil price development is to operate with aircraft that are consuming less fuel. 
Your competitors are buying the new kit? Then you want to buy the new kit! And the abundant 
liquidity coming from investors and from the bank market is a booster to the new aircraft 
market. Besides that, the macroeconomic environment is positive as passenger traffic will 
continue to grow. 

So, three positive factors: macro-environment, liquidity and advanced technology drive a 
very strong optimism in the industry. 

Bertrand, a few years ago a liquidity crisis was looming. How has the aircraft 
financing landscape developed globally ever since? Does private equity play 
a decisive role in the aviation world as well?

For the aviation industry the liquidity crisis in fact lasted for two to three years. Fortunately, 
on the new aircraft market, at the worst of the liquidity crunch export credit agencies were 
playing the role that they should normally play by acting as the lenders of last resort. Their 
share of financings to the new aircraft market moved from 16% in 2008 to about 3% of the 
value of deliveries in 2009, a fantastic “amortiser”. But today liquidity is back. Just look at 
the variation of credit default swaps of European banks which dropped by 150 basis points  
or more since the height of the crisis. So, there is plenty of liquidity from banks. On the 
equity side, aircraft were gradually accepted as a class of assets that provide an interesting 
protection against inflation while at the same time generating cash flow. As a result, we have 
seen a tsunami of equity willing to invest in aviation, with profiles varying from sovereign 
funds and pension funds seeking access to long-term cash flows to private equity firms playing 
the liquidity cycle as much as the industry cycle with a medium term exit on public market or 
trade sale. The macro-picture today remains the same: as a result of aggressive quantitative 
easing policies, there is money available and people are looking for investment opportunities. 
Aircraft is being perceived as a perfect investment. This will continue for quite some time.

Manufacturers seem to increase their backlog continuously. Isn’t that a  
dangerous trend – maybe even similar to the prevailing oversupply in some 
segments of the maritime shipping industry? Is there need and reason for 
DVB to tread an even more cautious path in its aviation financing activities?

I think that the comparison with the shipping industry doesn't stand in terms of supply-
demand imbalance. Why? It is because on the shipping side you have dozens (maybe even 
hundreds) of shipyards which are all trying to produce capacity, especially in China, showing 
little regard for profitability. 
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In aviation, we still have by and large a duopoly with Airbus and Boeing providing approxi-
mately 95% of the total capacity. Even if those two manufacturers are fighting head to head, 
they ultimately show a rational behaviour. In fact in this duopoly situation nobody makes any 
big mistakes. So, there's a supply-demand situation which is more controllable, if I may say 
so. 

On the one hand, it is true these days that the size of the order book has never been so high 
compared to the fleet in operation. The ratio between both reached about 45% meaning that 
Boeing and Airbus each have approximately five to seven years of production in their order 
book. We might consider this a little worrying. But on the other hand, what's the value of an 
order that has been signed by an airline with Airbus and Boeing for delivery in five years time? 
It's worth only the paper it was signed on. So what really matters is what is going to be 
delivered within the next 24 or 36 months. Beyond that period, the contract is just an – 
almost – free option that is offered to the airline or lessor. Boeing and Airbus do adopt a 
“dynamic” management of this order book to ensure that all aircraft ordered can be delivered 
and thus financed. Whether or not the ultimate recipient is identical to the initial contracting 
party is of little importance. Boeing and Airbus each have their ’’watch tower” and they try 
to anticipate a situation in which they might have to deal with a ”defaulting” buyer. Both 
manufacturers are permanently screening the nature of the order book: does the contracting 
airline or lessor have the franchise and the resources? A suitable strategic position? Access 
to liquidity? What is the nature of its business plan? Is it resilient to competition? So I would 
say that Boeing and Airbus are well prepared and equipped to effectively react to stress in 
the market. 
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Finally an outlook – Bertrand, where do you see DVB’s best business  
opportunities in aviation in the near future and where will we stand in  
three to five years time?

We want to remain what we are: the best brand in terms of aircraft finance, investment, 
and servicing. And I think we reached that goal already more than a couple of years ago as 
the market recognized DVB as a leader. They know that they can talk to anyone at our platform, 
they will get an articulate and original answer. This is what I like to call “knowledge leader-
ship”. We are a trendsetter, a benchmark. Bert van Leeuwen and I write approximately  
20 articles a year in the aviation trade press about funding gaps, economic life, impact of new 
technologies, engines development etc. and this does attract a lot of attention. DVB may not 
always be right, but the questions we raise are always considered valid. 

Where do we think the opportunities are? Fifty per 
cent of our business is coming from the leasing com-
munity and the number of leased aircraft is growing. 
Naturally for us that means more business. So clearly, 
the leasing market and lessor business is something 
that we will continue to develop. The second thing is 
that I am absolutely convinced that some of the growth 
and some “beautiful stories” that we have seen over 
the past few years in the industry will not last. Some-
thing will happen as our industry is a cyclical business. 
There will be turbulences, there will be stress on 
values, and in my view this is where DVB and our clients 
benefit from our fantastic platform, because we are 
able to take advantage of disruptions in the market: 

•  We can help clients by destressing situations.
•  We can help clients replacing aircraft.
•  We can restructure liabilities.
•  We can lend money to people who were for some 

reasons out of the financing market, because 
perception of credit has deteriorated. 

In fact, we welcome volatility because this is where DVB’s balance sheet is priced at its 
highest and our expertise is valued the most.

A year ago we already started to watch what could be our role as the capital market is growing 
and this covers a lot of different products and situations, debt capital market, equity capital 
market. As far as the Aviation Finance division is concerned, I think we have a role to play on 
the debt capital markets, obviously not competing with the BNP Paribas, Goldman, Citibank 
or UBS, but yet playing smartly all the auxiliary services that are needed for issuers and 
investors. For example, we want to become a servicer for ABS issuance, and a major rating 
agency has already accepted our name, a very encouraging sign. 

Bertrand, thanks very much for this interview!
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Bertrand Grabowski,
Member of the Board  
of Managing Directors:

“We want to remain what  
we are: the best brand in 
terms of aircraft finance, 
investment and servicing.”
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