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How Market Variables Affect Aircraft
Insurance Risk

Whitepaper by David Fisher
Aircraft Appraisal Expert -- Western Aviation / Sr. Aircraft Appraiser (ASA) / USPAP Compliant Reports

When you insure aircraft, your exposure is directly tied to how accurately the asset’s value reflects real-time
market conditions. Because aircraft markets can shift rapidly, even well-priced policies can become
misaligned when key variables change. Insurers who understand these factors are better equipped to set
appropriate hull limits, evaluate risk accurately, and resolve claims without unnecessary dispute.

With 40+ years of appraisal experience, I help insurers interpret market variables through clear, defensible,
USPAP-compliant valuations. Below are the core market forces that most significantly impact aircraft
insurance risk.

1. Supply and Demand Cycles

Aircraft values rise and fall with inventory levels and buyer demand. When supply tightens—often due to
production delays, economic rebounds, or fleet modernization—values can increase quickly. Conversely,
oversupply can depress values and shrink replacement cost expectations.

For insurers, this means:

e  Hull limits can become outdated far faster than policy cycles
e Replacement cost and agreed value may drift apart
e Renewals require fresh value checks, not assumptions

2. Economic and Interest Rate Shifts

Aircraft ownership is sensitive to financing costs and business conditions. Rising interest rates, changes in
corporate travel budgets, and global economic uncertainty can influence resale value almost immediately.

This impacts insurance risk by:

e Changing the aircraft’s fair market value mid-policy
e Increasing the likelihood of value disputes after a loss
e Creating gaps between insured value and real-world resale value
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3. Utilization Trends and Operational Profiles

How often (or how little) an aircraft is flown affects its marketability. High-utilization aircraft may require
more maintenance and can lose value faster; low-utilization aircraft may develop concerns such as engine
corrosion or lapsed programs.

Insurers should consider:

e Average utilization for that aircraft type
o  Whether the aircraft matches or deviates from norms
e How usage patterns affect liability and hull exposure

4. Changes in Technology and Equipment Standards

Avionics, connectivity, and safety systems evolve rapidly. Installed equipment often plays a larger role in
valuation than age or flight hours.

Market-driven shifts include:

e Legacy avionics losing OEM support

e Mandatory technology compliance (e.g., ADS-B)

e Connectivity becoming a buyer expectation

e Safety upgrade requirements influencing residual value

These changes can dramatically alter an aircraft’s replacement cost—and therefore an insurer’s risk.

5. Maintenance Status and Upcoming Events
Market participants place strong value on predictable maintenance. Aircraft approaching major inspections,
overhauls, or life-limited component replacements may see temporary drops in value.

For insurers, this informs:

e Pre-policy assessments and accurate hull valuation
e (Claims evaluations following incidents involving unperformed maintenance
e The likelihood of disputes when value is questioned

An aircraft’s maintenance status directly shapes both its insurability and risk profile.



6. Global and Regulatory Influences
Shifts in regulations, emission standards, international operating restrictions, and geopolitical factors all
influence market conditions.

For insurers, this can affect:

e  Where an aircraft can legally operate
e The aircraft’s desirability on the global resale market
e Exposure during cross-border transactions or repositioning

Regulatory changes can reduce an aircraft’s value almost overnight—making timely valuation essential.

The Bottom Line

Aircraft insurance risk is tied to a fast-moving market. Values change with supply, demand, technology,
utilization, and macroeconomic conditions—sometimes significantly within a single policy cycle.

My role is to help insurance teams navigate these changes through independent, USPAP-compliant reporting
that strengthens underwriting decisions, reduces valuation disputes, and supports accurate claims outcomes.

Ifyou’d like expert guidance on a current or upcoming policy, I'm here to help.

David Fisher

Owner | Western Aviation

Sr. Accredited Appraiser with the American Society of Appraisers (ASA).
All appraisal reports are USPAP compliant.

Book a FREE consultation today!
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