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Investment rationale and strategy
Leasing continues to be an increasingly
important source of financing for the
airline industry. Currently, more than
40% of new aircraft deliveries are
leased, compared to less than 20%,
15 years ago. However, due to structural
issues with their parent companies as
a result of the financial crisis, two of
the three largest aircraft lessors are

no longer active in the market.

Against the background of long-term
growth, Cinven’s strategy is to take
advantage of the current market
dislocation to create a leading global
aircraft lessor that can benefit from
the cyclical upswing in the aviation
industry over the next five years as
passenger travel rebounds and
demand for aircraft outweighs supply,
particularly for young, narrow-bodied
aircraft. These are typically the most
liquid assets in the aviation industry
because of the demand in the short-
haul and ‘economy’ segments of the
market and their relative fuel efficiency.
Avolon is particularly well placed to
execute this strategy because it has
an experienced management team
and a ‘clean’ operating platform.
Cinven'’s Portfolio team in Asia has
been involved in expanding Avolon's
capability in these markets, which will
be particularly important in the future
growth of the aviation industry.

The investment in Avolon is a
compelling opportunity for the

fourth Cinven fund as a result of the
favourable conditions for purchasing
highly sought-after aircraft, the
contracts that underpin Avolon’s
revenues and a financing structure
that ensures that the business’s
liabilities match the cash flow from its
assets. Along with Avolon's efficient
operating platform, these factors allow
the company to maintain best-in-class
operating performance and operate

a highly scalable business model.

Cinven value creation

Cinven has been working closely

with the management team to put

into practice the value creation

opportunities identified at the outset
and to position the business to fully
realise them. Initiatives to date include:

— implementing a disciplined portfolio
strategy by setting prudent
parameters for aircraft purchases
at attractive prices;

— enhancing Avolon’s capability in
Asia by working closely with the
Cinven Portfolio team;

— putting in place funding policies
that ensure that both the duration
and cost of liabilities match the
cash flow profile of assets;

— improving Avolon's market-leading
position through profitable trading
of assets throughout the cyclical
upswing in prices; and

— recruiting key personnel.





