
s we look at our market it
seems that the last six years
could be characterized as a
meltdown, rather than stable or
healthy. Top-down, bottom-up,

no category of airplane was left unscathed by
the downturn. Long-range, new, pre-owned
and turboprop: everything melted. There is
today - and will continue to be - a firming of
prices, but I am very reluctant to declare
prices are really going to go up. Possibly in a
few very narrow cases with very new aircraft
the firming may go further, but real price
increases will be rare.

I talk to clients and prospects who still
believe differently. I try to remind them that
if they are considering pre-downturn pricing,
the age of their aircraft has increased by six
years since the start so there will always be
the aging gap that will never be recovered.
Additional factors like demand (compared
with 2007) and a continued lackluster envi-
ronment for aircraft financing solutions will
also hinder that type of robust recovery.

I don’t want to spend much time within
these paragraphs reciting the problems. I do
want to point out what I see as a ‘firming
phenomenon’ taking place, however. I see the
firming starting at the top, and for all of the
most familiar reasons.

I can see the headline now… “Gulfstream
G650: New, most modern airplane on the market
firms pricing!” This amazing aircraft has cap-
tured the interest and imagination of the
entire industry. Units are delivering at a great
pace and new owners are reporting stellar
results. There have also been a few of the
new deliveries put back on the market for
resale soon after the original owners took
delivery from the OEM, and these few jets
have sold quickly - and I must say at
handsome premiums.

That’s what I mean about the firming feel-
ing familiar. If you remember for the few
years just prior to the downturn, the demand
for aircraft from the explosion of emerging
markets also created premiums on new and
like-new aircraft. These premium pricing sce-
narios created a firming of our market in the
same way, from the top-down. Of course not
all of the airplanes, especially the older ones,

sold at premiums, but the strength at the top
of the market pulled everything up to record
pricing and sales numbers.

To a lesser measure, this is beginning to
reoccur. What will keep this frenzy from hap-
pening to the degree of the past will be the
financing limitations placed on the 10-15-
year-old aircraft segment, which will contin-
ue to struggle. I do not mean they will not
sell, in fact these are the value target for
many first-time buyers who have alternative
means of sourcing the funds to purchase, and
are attracted to this segment because of the
attractive pricing. Indeed, I expect that even
this older segment will firm over time.

Where I see a more immediate firming
opportunity, however, will be the area of the
new deliveries and the like-new pre-owned;
those aircraft that are not limited in financing
alternatives and will be picked-up and
strengthened by the firming at the top. I am
sure that as other terrific new market
entrants come on-line (like Bombardier’s
Global 7000/8000 and Dassault’s Falcon 5X
and 8X), the same premium pricing will be
present, which will also correspondingly pull
up the market just below them.

Everyone believed that as soon as the G650
began to deliver it would weaken the
Gulfstream G550 and G450 markets. It is true
that the inventory of G550s and G450s has
increased due to the greatest number of G650
buyers being current Gulfstream owners, but
the good news is that as the deliveries build
up steam and the G450s and G550s come to
market for resale the general health of the
market is improving - so the idea of a glut of

aircraft is not
occurring.

Where you
might see one
reporting book
say “‘this quarter
the price of G450s
and G550s
dropped” and the
other reports “no
change”, the dis-
parity between
books can be
attributed to an attempt to align with a mar-
ket that continues to find its footing. It is cer-
tainly not necessarily due to the market not
beginning to firm.

This top-down firming can be seen in
many other market categories. For instance
just one year ago there were 66 Bombardier
Challenger 604s on the market. Today that
number has shrunk to 25 airplanes for sale.
This will not only lead to a firming, but also
a clear delineation between the really good
offerings and the mediocre ones. I can assure
you that buyers are beginning to pay more
for the better offerings, and are recognizing
the value of the investment.

All-in-all, we are continuing month-over-
month to see the precursors of the recovery.
This firming may not transcend every level,
and it may not yet have the depth we all
want - but monthly I believe it sinks deeper
into our universe of inventory.

Stay tuned! We will continue to monitor
these important steps to recovery.
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