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Key Considerations for Aircraft Lending

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

Executive Summary

Aircraft lending is a special ASA) /nancial sector influenced by technical complexity, regulatory oversight, and
rapidly shifting market conditions. This whitepaper outlines the essential considerations lenders should
evaluate to mitigate risk and protect collateral value when financing business aircraft, turboprops, or
helicopters.

1. Independent Appraisals as a Risk Mitigation Tool

An independent, certified aircraft appraisal provides a defensible valuation based on logbook integrity,
maintenance status, service bulletin compliance, and current market comparables. Aircraft values fluctuate
based on global demand cycles, OEM production changes, and geopolitical conditions. A professional
appraisal protects lenders by revealing hidden risks before a loan is structured.

2. Maintenance Status and Engine Program Enrollment

Engine condition represents as much as 40-60% of an aircraft’s total value. Lenders should carefully
evaluate:

 Engine program participation and financial coverage.

¢ Upcoming major maintenance events, including hot section inspections and overhauls.

e Record completeness and digital documentation quality.

Incomplete or non-program engines introduce significant residual risk and should influence loan-to-value
(LTV) ratios.

3. Airframe Age, Utilization, and Configuration

Airframe age and total time impact long-term value retention. High utilization, non-standard cabin
configurations, or prior damage events can reduce resale liquidity. Aircraft backed by strong OEM support
retain value more consistently than aging or orphaned models.

4. Market Conditions and Value Volatility

Aircraft markets are cyclical. Values reflect supply-demand imbalances, fuel cost trends, interest rate
fluctuations, and economic conditions. Because market swings can occur within quarters, lenders must
incorporate forward-looking depreciation assumptions into their underwriting.



5. Title, Liens, and Regulatory Compliance
Before securing collateral, lenders should validate the aircraft’s registration, chain of ownership, lien history,
and airworthiness compliance. Inaccurate or incomplete documentation can impede repossession, complicate

export, and reduce resale value.

6. Insurance Requirements for Lender Protection
Proper hull and liability insurance protects lender interests. Policies should list the lender as loss payee and
additional insured. International operations, charter use, or training scenarios may require additional riders

or verification.

7. Residual Value Forecasting and Exit Strategy

Residual value risk must be built into lending decisions. Lenders should assess resale liquidity, projected
depreciation, logistical considerations for repossession, and storage or maintenance costs during recovery.
Aircraft older than 15-20 years require special attention due to accelerated depreciation and declining OEM

support.

Conclusion

Aircraft lending is a highly specialized financial practice. By integrating independent appraisals, detailed
maintenance analysis, regulatory verification, and market monitoring, lenders can structure safer, more
profitable portfolios. Western Aviation supports lenders with transparent valuation services and industry
expertise to ensure sound decision-making
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