IBAT

AVIATION UNLOCKED

How will the helicopter
market evolve? e

IBA Report: issued January 2019

. =2¥E | Strategic At

A N o F=
1k R

n

WWW.iba.aero




An Optimistic Outlook for the Helicopter Market

With the current levels of turmoil and change in the helicopter
sector, IBA is regularly being asked challenging questions about the
future of the market. Owen Geach, IBA’s Chief Commercial Officer
takes a look at the future of leasing in the helicopter market.

> Is the helicopter market still a viable industry?

Our view is yes, it is still a viable industry, however the shape of
the industry and growth prospects have been severely dampened
in recent years. Leasing companies are still of the view that
leasing can follow a similar path to that of the fixed wing market,
achieving 30% to 40% of the overall market. IBA contends that
this may be true, however it will be significantly harder to enact.
Newer (younger & more technologically advanced) and smaller (less
MTOW) helicopters will be favoured much more highly over older
helicopters, especially considering there is still excess capacity.
Our overall view is that going forward there will be growth in the
helicopter industry but at a slower level, particularly in leasing.

» Why and when will things get better?

This is of course hard to pin down. Industry consensus is typically
between 2019 and 2021. IBA would suggest that we are seeing

the first signs of recovery in the market in general, with increasing
interest, increasing utilisation, opening of new markets, etc.
Drivers that may improve the market are of course the things that
hammered it to begin with: increased OSOG activity, driven by
increasing oil prices and continued development of niche segments
(wind farms, firefighting, etc.).
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» Is the traditional operating lease model still workable?

IBA would suggest that the model is still workable, but under
significant pressure. Lessors will always have a place in supporting
lessees, however the nature of the relationships (and contracts)
between the two parties are likely to change going forward.
Waypoint's bankruptcy and ongoing concerns at other major lessors
indicate that helicopter leasing may need to change in the short
term. Lessors may need to diversify away further from their bread
and butter 0SOG segment, however some lessors may find this a
tough pill to swallow. This would also mean diversifying away from
heavy helicopters and usually more profitable lessees, which might
undermine the whole industry. We see further consolidation as a
potential mitigator to helicopter leasing troubles.

» Are there new investors out there?

We definitely see new interested parties in the financing space.
These parties are however very cautious and often need to be
supported by expert due diligence prior to any major decisions.

Continues
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Share of Turbine Helicopter Deliveries by Type
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» How will the S92 and EC225 helicopters fare this year? » Where are the green shoots appearing in the market?

There are conflicting views on this. On one hand, there are reports At the end of 2018, growth in all countries/regions has been

that utilisation of the S92 is up. However, there still appears to be subdued, however there are signs that things are looking up for

a large number of parked examples of this type, and we are aware China, Brazil and Australia. Europe and North America remain

that lessors are having a hard time placing S92s which will be relatively stable.

returned to th_em in the near future. W'TD expect to see a marginal Deliveries in utility helicopters remains steady. In all other

'mprovement in 5925 by year end, part|cu!ar|y with t_he younger categories deliveries have dropped (0SOG, EMS, SAR, etc.) The

alrcra_ft. In terms of the H225, the_ ma_rket is not Iooklng bright for advent of “wind farm” helicopters presents an opportunity.

the aircraft type, however there is still hope that the aircraft can be

repurposed for utility missions in regions like Africa and Asia. The trend appears to be geared towards newer technology
equipment, Leonardo AW189s, Airbus Helicopters H175s, Bell 505

» Can we expect to see greater support from the OEMs? Jet Ranger X, to the detriment of the secondary market. China,

. Australia, Brazil seem to be on the up. EMS, utility and wind farms
We would contend that OEMs have already been very supportive to present the best performances over the period.

the industry - reducing production and delivery rates to support the
secondary market, making aircraft which are easier to re-configure
to different roles and increased overall industry engagement.
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Advising 100% of major aircraft and Years of proprietary valuations and Advising the top 100 banks, Aircraft under management
engine OEMs. maintenance data. Lessors and airlines. support agreements.

IBA is an award winning and leading independent aviation consultancy advising a broad mix of lessors, operators, financiers and investors. Operating globally, we inform decision making
and support operations across the aviation spectrum. Supporting strategic investments, managing aircraft, advising on expansion, or driving efficiency improvements, our mix of
intelligence gathering, analysis, proprietary data, technical expertise and decades of aviation experience delivers value across aviation opportunities and challenges.

Contact owen.geach@iba.aero for more information and to discuss further.
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