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0 Airlines have moderately high financial leverage, implying that a. drop in

revenues can resuit in a major cash flow shortage.

* As airlines switch from owning to leasing their aircraft, their finances are

changing from strong cash generators to a position where cash in-flows and

out-flows must be closely balanced. This is because leases tend to be for

a larger proportion of the value of the aircraft than the debt portion in the

case of internally financed equipment. This could be lessening the ability

of carriers to sustain a recession in this procyclical industry.


