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twithstanding the
need for all airlines to
preserve scarce cash due
to the COVID-19 induced
collapse in traffic, which in
the short-term has led new aircraft orders
to dwindle to a trickle, the new generation
of A220 and Embraer E2 jets can be a tool
that will assist airlines to recover. Recent
order announcements by both OEMs
would appear to confirm that appetite for
these aircraft is likely to be strong. Kroll
Bond Rating Agency recently observed
that the global regional market is poised to
be a leader in the overall aviation market
recovery as international travel continues
to be restricted. This reflection is echoed
in TrueNoords latest analysis covering
the upper end of the regional capacity
spectrum comprising aircraft between
100 and 150 seats, aircraft increasingly
referred to as Crossover Jets.
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TrueNoords analysts have carefully
compared Crossover Jets to both
existing regional jets and mainstream
narrowbodies. These offer less seating
capacity than typical B737 or A320
aircraft and therefore enable airlines
to match capacity with current and
projected lower levels of demand. Often
called “right-sizing”, this harmonising has
occurred before during the 2008 financial
crisis. However, this time there is a
big difference.

Previously, the provision of a lower
capacity aircraft did achieve lower trip
costs, but the operating expenses per
seat were greater so as soon as demand
recovered there was a strong incentive to
deploy larger aircraft. The new Crossover
Jets, particularly the A220-300 and
the E195-E2, offer costs per seat similar

to many larger mainstream aircraft
including the A320NEO and B737Max.
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As such, Crossover Jets can offer the ideal
capacity to support a recovery in short-
haul domestic and regional markets and
do so at competitive costs.

A NEW NICHE

In the medium to longer term, Crossover
Jets may not only supplement the market
occupied by current generation large
regional jets by providing longer range
benefits, but they can also replace the
much larger incumbent fleet of B737-
700 and A319s with similar capacity. In
addition, TrueNoord suggests that their
attractive operating costs may lead them
to secure a larger share of the growing
LCC fleet. Furthermore, these aircraft
types can address consumer demand for
more point-to-point connectivity avoiding
the need to transit through large hubs for
indirect consecutive short flights.
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LESSORS BRING OPPORTUNITIES TO
EXTEND ROUTES

The right financing is required to add any
aircraft to a fleet. Airlines do make aircraft
acquisition purchases, but for many
carriers increasingly the best financing
option is to lease. Capitalising on lessors’

in-house technical and commercial
expertise is a fast-track to growth and
many decisions.

Currently, the number of lessors that
have ordered from either the Embraer
E-Jet E2 or Airbus A220 families is far
less than those with Airbus A320neos or
Boeing 737 MAXs in their portfolios. But
TrueNoord is a specialist regional lessor. It
currently has four E195-E1 aircraft in its
fleet and is actively evaluating expanding
its Crossover Jet options.

Richard Jacobs is clear about the key

characteristics and qualities of these types. |
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“Such jets can compete
with larger narrowbodies
on a cost-per-seat-mile
basis while offering smaller
or similar capacity to the
narrowbodies. Secondly,
they also mean that another
tep-change in environmental
entcan
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“The longer range compared with the
earlier generation of regional jets allows
the new Crossover Jets to be a viable
replacement for the previous generation
of A319/737-700s. We see the potential
of this type across many applications and
view Crossover Jets as a supplementary
asset for regional operators rather than
a replacement of the current generation
of E-Jets which have their clearly defined
place,” he says.

“These new aircraft types will extend the
reach of regional airlines and develop new
routes” Jacobs explains. Where distances
are longer and traffic too thin to sustain a
large narrowbody, for example domestic
USroutes, South America to the US, within
Europe, and between Europe and North
Africa, Middle East and CIS. “For thicker
routes, trading frequency for aircraft size
may be a viable option to enhance the
quality across a route network.”

TRUENOORD

IT’S ALL ABOUT THE SEATS
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A NEW | network development tools. Airlines
will be more cautious for a while
following the pandemic and according
indicates | to Jacobs whether by purchase or via
already | sale/leaseback deals, more Crossover

cus to smaller | Jets seem likely to enter leasing
1 ‘regional | companies’ portfolios bringing further

emic as a | fleet options to the airlines.

v Throughout the pandemic, Jacobs
observes that airlines with the ability
to right-size their fleets continue
to operate thinned-out routes with
smaller aircraft, including both regional
jets and turboprops. “Airlines have
kept flying with smaller regional jets,
particularly in Europe and the US, the
largest regional markets.”

in Eyrgyzstan started A220 operations
this spring. In the US, Delta Air Lines
currently operates a fleet of fifty A220s
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ir Tanzania and Ibom Air. Air Manas 'i ..

and Breeze Airways has orders for 60
aircraft. JetBlue Airways, has three in
the fleet at the moment and a further 67
on order.

In Europe, Swiss and Air Baltie
operate the largest fleets. Air Ba.ltic,_ :
has an operational fleet of 25 A220-
300s and more on order, while SWIS‘S
favours a mix of smaller and
models. Air France has ordered 60
A220-300s, and several lessors have
significant order books. g

“With a core customer ba
positioned in the 50 to 150 :
TrueNoord is eyeing n
as part of our future
Jacobs. “We're on a gr
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Download your copy of the TrueNoord Insight:

Crossover Jets Market Report
truenoord.com/investors
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