
Dear Sir,
IT WAS with great interest that I read your editori-
al on “The bail-out that threatens the future”,
which appeared in the March 2002 issue of
Airfinance Journal (Number 248). The overall thrust
of your comments is that government should stay
out of intervening in business, no matter the cir-
cumstances. 

Your supposition that only a few airlines would
have failed without a government bail-out has no
more basis than my firm belief that most airlines
would have failed, along with a large number of
financial institutions such as aircraft lenders and
leasing companies. The fact of the matter is that
we’ll never know who’s right.  

A catastrophic collapse of the order you believe
would be no big deal is precisely what the US gov-
ernment sought to avoid. I am a fervent believer in
the US free enterprise system, but I do not believe
it is so rock solid that it can stand totally on its
own, especially when attacked in such a violent and
heinous manner.  

It is absolutely imperative that our adversaries
know full well that not only will they face the full
wrath of our military resources, but also that the
economic resources of the US government will stand
behind the way of life our adversaries seek to destroy.

For you to try to correlate virtues of laissez-faire
capitalism and the Reagan administration’s handling

of the air traffic controllers with President Bush’s
response to the events of September 11, is not even
worthy of comment. 

You cite: “Some are starting to argue that
Congress’ bail-out will eventually be recognized as
having set back our industry by at least five years, if
not a decade. Certainly, that will be the case if the
bail-out stops a dynamic low-cost aviation service
from emerging.”

On the first point, I disagree strongly, but again,
we’ll never know who’s right. However, your second
point does have merit if the emerging low-cost air-
lines that are seeking assistance are denied. The
ATSB, to date, has approved the application of only
one airline – America West, one of the nine major
US carriers. It is widely believed that at least two
other majors will apply – United and US Airways.
Both of these carriers are experiencing record losses,
in part due to their high-cost structures. It is also
widely believed that should these carriers apply,
their applications will sail through despite whatever
rhetoric might precede the formal approval.

Herein lies the dilemma. Yes, I believe the applica-
tions of United and US Airways should be
approved on the basis that everything should be
done to reposition industry (not just the airline
industry) as near as possible to what existed before
September 11. Only then will the proper message
be sent to our adversaries, and only then will the
marketplace be able to assess properly who should
survive and who should fail. If size and political
clout are to be the primary determining factors in
obtaining assistance, a great disservice to consumers
and the US taxpayer will result. In addition, the
almost $5 billion in assistance provided to date will
have been wasted, as will the stabilizing effect that
such assistance provided (and the promise of more)
in the aftermath of September 11.

In the 24 years since the deregulation of the US
airline industry, low-cost new entrants have been
hampered by numerous barriers of entry, not the
least of which include arguable predatory pricing by
incumbents, CRS display bias and lack of access to
gates and slots at fortress hubs. It would be tragic if
Barriers to Exist follows this history of Barriers of
Entry.

Very truly yours,
Michael J Conway

Chairman, president and CEO
National Airlines

6020 Spencer Street 
Las Vegas, NV 89102 

Conference diary

3rd Annual Asia Airfinance Conference
24th and 25th September 2002
Conrad International Hotel, Hong Kong
Plus special workshop on developments 
in insurance
For a full agenda please contact Kerstin Steele
Jones on tel +44 (0)20 7779
8534 or email ksteelejones@euromoneyplc.com 

Cargo Facts 2002, 8th Annual Aircraft 
Symposium
Loews Miami Beach Hotel, 
Miami, FL, USA: October 2-4 
Contact Kristy Koch on 
tel (+206 587 6537), fax (+206 587 6540) or 
e-mail kkoch@cargofacts.com
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Lombard hires
from KBC again
DAVID SWAN has left KBC
Bank in Dublin, where he was
head of aerospace, to join
Lombard Aviation Capital.

Swan follows Peter Barrett who
was also head of aerospace at
KBC before joining Lombard
last summer.

Swan had worked at KBC for
10 years, developing the bank’s
aerospace and project finance
business in the Asia-Pacific
region, before becoming head of
aerospace finance when Barrett
left.

Swan’s exact role has not been
announced, but Lombard was
looking for someone to arrange
aircraft finance and structured
finance, including securitizations,
for the group.

Horsley is new CEO
at Willis aerospace
JOHN HORSLEY has been pro-
moted to chief executive and head
of aerospace at insurance brokers
Willis, replacing Martyn Hedley,
who will retire in March 2003.

Hedley, who is staying to make
the transition easier, has special-
ized in aviation insurance since
joining Willis Faber & Dumas in
1962.

Horsley has been managing
director of Willis’ aerospace divi-
sion since October 2001, having
started working with the com-
pany in 1997.

Montgomery to 
head up ATSB
DANIEL MONTGOMERY has
been named the new executive
director of the Air Transport
Stabilization Board (ATSB) in
Washington, DC. He will replace
Joseph Adams, who will be
returning to investment firm
Brera Capital. He will also con-
tinue to act as a consultant.

Breaking down barriers
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Freight start-up looking
for investors
A NEW start-up business, American Friendship
World Cargo Airlines, is looking for capital to cre-
ate a new cargo airline.

The company hopes to finance a 747 freighter
which it will then wet lease to other 
airlines.

The driving force behind the start-up is DJ
Ghosh, the airline’s president. Ghosh first started
working in freight in 1977 as an export executive
at music company EMI’s Indian subsidiary where
he was responsible for shipping records and tapes
around the world. He then worked as an econo-
mist at the Port Authority of New York and New
Jersey, and the New York City Departments of
Ports & Aviation. Since 1999, he has been work-
ing as an air cargo consultant and created
American Friendship World Cargo Airlines in
2000.

The airline plans to dry lease 747-200 or 747-
400 freighters from a large operating lessor, then
lease the aircraft on an aircraft, crew, maintenance
and insurance contract to other airlines.

The airline is looking for private individuals, pri-
vate equity groups or aviation companies to invest
seed capital on a return-on-investment basis and
strategic equity partners which could also be sup-
pliers. The airline has already secured a commit-
ment from a major operating lessor, but is still
looking for other investors. 

American Friendship’s business model is similar
to that of Atlas Air, which was founded in 1992 –
also during an aviation market downturn. Atlas
Air started trading in 1993 and listed on the
Nasdaq stock exchange in 1995. 

Atlas has 22 747-200s, three 747-300s and 12
747-400s.
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McDougle gets
two jobs
US AIRWAYS has widened
Jeffery McDougle’s role to vice-
president of finance and treasur-
er, combining two positions.

McDougle will be in charge of
any capital market and aircraft
financing, insurance deals as well
as risk and cash management,
pensions and investment pro-
grammes. He will continue to be
responsible for the airline’s pur-
chasing and fuel buying.

He joined US Airways in April
1998 as assistant treasurer and
became treasurer in 1999.

Dan McDonald has been pro-
moted from director to  vice-
president of fleet planning. He
will be responsible for all aircraft
planning and acquisitions, as well
as fleet product management.
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