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In the world of corporate finance and strategic investment, companies often acquire a variety of real
assets to support operations, enhance capabilities, and generate long-term value. These assets are
tangible, physical items that can be used directly in the company's business activities or held as
investments. Among these, executive airplanes stand out as a significant category, especially for
corporations that require rapid, flexible, and private transportation for high-level executives. Beyond
executive aircraft, companies also invest in other types of tangible assets that serve operational,
strategic, and financial purposes.

This article explores the different types of real assets companies typically buy, focusing on tangible
assets such as executive airplanes, along with other valuable physical assets, their importance,
acquisition strategies, and considerations involved in their purchase.

Understanding Real Assets and Their Role in Business
Strategy

What Are Real Assets?
Real assets are physical or tangible assets that have intrinsic value due to their substance and
properties. Unlike financial assets such as stocks or bonds, real assets include physical items that
can be touched, seen, and utilized directly in business operations or held as investments.

Why Do Companies Invest in Real Assets?
Companies invest in real assets for various strategic reasons, including:
- Enhancing operational efficiency
- Supporting growth initiatives
- Diversifying investment portfolios
- Providing collateral for financing
- Improving corporate image and prestige



Common Types of Tangible Assets Purchased by
Companies

Executive Airplanes
Executive aircraft, such as private jets and turboprops, have become a symbol of corporate prestige
and efficiency. They offer unparalleled flexibility and time savings for high-level executives, enabling
quick travel between locations with privacy and comfort.

Key Reasons for Buying Executive Airplanes:
- Time Efficiency: Avoid commercial flight schedules and security lines.
- Privacy & Security: Maintain confidentiality during sensitive discussions.
- Flexibility: Travel on your schedule without restraints.
- Corporate Prestige: Enhance company image through luxury assets.
- Operational Control: Manage travel logistics directly.

Types of Executive Aircraft:
- Light Jets (e.g., Cessna Citation, Learjet)
- Midsize Jets (e.g., Hawker 800, Phenom 300)
- Large Jets (e.g., Gulfstream G650, Bombardier Global)

Real Estate Properties
Commercial and industrial properties are core tangible assets for many companies, providing space
for operations, manufacturing, or retail activities. Real estate investments can also be a significant
source of income and appreciation.

Common Real Estate Assets:
- Office buildings
- Warehouses and distribution centers
- Manufacturing facilities
- Retail outlets
- Land parcels for future development

Industrial Equipment and Machinery
Manufacturing companies often purchase heavy machinery, production lines, and industrial
equipment to maintain operational productivity and competitiveness.

Examples Include:
- CNC machines
- Packaging equipment
- Construction machinery
- Laboratory instruments



Vehicles and Transportation Assets
Beyond executive airplanes, companies buy various vehicles for operational needs:
- Company cars and fleet vehicles
- Trucks for logistics and supply chain management
- Heavy-duty construction vehicles

Technology and Infrastructure Assets
Physical infrastructure and hardware are critical in modern business:
- Data centers and servers
- Telecommunications equipment
- Manufacturing robotics

Strategic Considerations When Purchasing Tangible
Assets

Financial Factors
- Cost and Budget: Initial purchase price, financing options, and ongoing maintenance costs.
- Depreciation: Accounting treatment and tax implications.
- Return on Investment: Revenue generation or operational benefits.

Operational Needs
- Suitability for specific business functions.
- Compatibility with existing infrastructure.
- Future scalability and flexibility.

Legal and Regulatory Compliance
- Certification and licensing requirements.
- Safety and environmental standards.
- Ownership and transfer rights.

Asset Management and Maintenance
- Upkeep and service costs.
- Longevity and durability.
- Resale value considerations.



Acquisition Process for Large Tangible Assets

Step 1: Needs Assessment and Planning
Companies begin by analyzing their operational requirements, budget constraints, and strategic
goals.

Step 2: Market Research and Vendor Selection
Identify reputable manufacturers, brokers, or suppliers:
- Review product specifications.
- Evaluate vendor reputation.
- Consider after-sales support.

Step 3: Financial Analysis and Funding
Determine financing options:
- Outright purchase
- Leasing arrangements
- Loan financing

Step 4: Negotiation and Contracting
Negotiate price, terms, warranties, and service agreements.

Step 5: Delivery and Implementation
Coordinate logistics for delivery, installation, and integration into operations.

Step 6: Ongoing Management
Regular maintenance, upgrades, and eventual resale planning.

Benefits of Investing in Real Assets

- Enhanced Operational Efficiency: Direct control over essential resources.
- Asset Appreciation: Potential for value growth over time.
- Diversification: Reduces reliance on financial assets alone.
- Brand Image: Demonstrates stability, success, and prestige.
- Collateral for Financing: Tangible assets can secure loans or credit lines.



Challenges and Risks Associated with Buying Real
Assets

- High Upfront Costs: Significant capital investment required.
- Maintenance and Operational Expenses: Ongoing costs can be substantial.
- Market Fluctuations: Asset values can decline due to market changes.
- Obsolescence: Assets may become outdated or less efficient.
- Legal and Regulatory Risks: Compliance issues and associated liabilities.

Conclusion: The Strategic Importance of Real Assets in
Business

Companies usually buy real assets because these tangible resources are vital to operational success,
strategic positioning, and financial growth. Executive airplanes, in particular, symbolize a company's
commitment to efficiency, privacy, and prestige, especially for corporations that prioritize executive
mobility and corporate image. Alongside aircraft, real estate, machinery, vehicles, and infrastructure
form a comprehensive portfolio of physical assets that support various business functions.

The decision to acquire tangible assets must be carefully planned, considering financial implications,
operational needs, legal standards, and long-term value. When managed effectively, real assets can
significantly contribute to a company's competitiveness, financial stability, and growth trajectory.

By understanding the types of assets available, their strategic advantages, and the considerations
involved, companies can make informed purchasing decisions that align with their overall corporate
objectives and operational requirements.

Frequently Asked Questions

Why do companies typically purchase tangible assets like
executive airplanes?
Companies buy tangible assets such as executive airplanes to facilitate business travel, improve
operational efficiency, enhance corporate image, and provide convenience for executives, ultimately
supporting business growth and competitiveness.

What are some common examples of real assets that
companies invest in besides airplanes?
Other common real assets include real estate properties, manufacturing equipment, vehicles,
machinery, and infrastructure assets, which are essential for production, logistics, and operational
activities.



How do companies benefit financially from investing in
tangible assets like executive jets?
Investing in assets like executive jets can improve executive mobility, reduce travel time, and
enhance business opportunities, which can lead to increased revenue. Additionally, some assets may
provide tax benefits or serve as long-term investments.

Are there any risks associated with companies buying large
tangible assets such as aircraft?
Yes, risks include high capital costs, ongoing maintenance expenses, depreciation, potential
obsolescence, regulatory compliance issues, and the possibility of underutilization, which can impact
financial performance.

How do companies typically finance the purchase of tangible
assets like airplanes?
Companies often finance such purchases through loans, leasing arrangements, or outright cash
payments, depending on their financial strategy, credit availability, and the expected return on
investment.

What role does asset management play in companies owning
tangible assets like airplanes?
Asset management involves maintaining, insuring, and optimizing the use of these assets to ensure
maximum efficiency, longevity, and return on investment, while minimizing costs and risks
associated with ownership.

How do companies decide whether to buy or lease tangible
assets like aircraft?
Decisions depend on factors such as cost analysis, tax implications, utilization rates, flexibility needs,
and long-term strategic goals. Leasing may offer lower upfront costs and flexibility, while buying can
be advantageous for long-term use.

What accounting considerations are involved when companies
purchase tangible assets like airplanes?
Companies must account for these assets as capital expenditures, capitalizing their cost on the
balance sheet, and then depreciate them over their useful life. Proper accounting ensures accurate
financial reporting and compliance with accounting standards.

Are there environmental considerations for companies
investing in tangible assets like aircraft?
Yes, companies need to consider environmental impact, including carbon emissions and noise



pollution. Some firms may opt for more eco-friendly assets or implement sustainability initiatives to
reduce their ecological footprint.

Additional Resources
Companies Usually Buy Real Assets. These Include Both Tangible Assets Such As Executive
Airplanes And other physical resources that are crucial for operational efficiency, strategic
advantage, and long-term growth. Unlike intangible assets like patents or trademarks, real assets
have a tangible presence and often carry significant capital costs. Their acquisition, management,
and depreciation are key considerations for corporate finance, risk management, and strategic
planning. This article explores the types of real assets companies acquire, the reasons behind these
investments, and the broader implications for business operations and financial health.

---

Understanding Real Assets in Corporate Portfolio

Real assets are physical, tangible resources owned or controlled by companies that contribute
directly to their core functions. These assets are distinguished from financial or intangible assets by
their materiality and the physical presence that can be seen, touched, and often used in daily
operations.

Types of Real Assets

Real assets encompass a broad spectrum of tangible resources, but some categories are more
prevalent in corporate contexts:

- Property and Land: Commercial real estate used for offices, manufacturing plants, warehouses, or
retail outlets.
- Equipment and Machinery: Production equipment, vehicles, tools, and machinery necessary for
manufacturing or service provision.
- Executive Airplanes: Private jets used by companies for executive travel, representing both
operational and strategic assets.
- Infrastructure Assets: Utilities, pipelines, and communication infrastructure that support business
operations.
- Inventory and Goods in Transit: Raw materials, work-in-progress, and finished goods stored in
warehouses or in transit.

The Role of Tangible Assets in Business Strategy

Tangible assets are vital for several reasons:

- They enable operational continuity.
- They serve as collateral for financing.
- They influence the company’s valuation and borrowing capacity.
- They can provide competitive advantages through unique or hard-to-replicate physical resources.



---

Why Do Companies Invest in Real Assets?

The decision to acquire real assets hinges on multiple strategic and financial factors. Understanding
these motivations helps clarify their role in corporate growth and risk management.

1. Supporting Core Operations

Most companies acquire tangible assets to support their main business activities:

- Manufacturing firms need machinery and plant facilities.
- Retailers own real estate for stores.
- Logistics companies invest in fleets of trucks and warehouses.

2. Enhancing Strategic Flexibility

Owning assets like executive airplanes can significantly reduce travel time, facilitate rapid response
to business opportunities, and improve management oversight across geographically dispersed
operations.

3. Providing Collateral and Funding Options

Tangible assets often serve as collateral when companies seek debt financing. Real estate and
equipment can be pledged to secure loans, making these assets vital for capital-intensive industries.

4. Generating Revenue and Cost Savings

Some assets, such as leased properties or equipment, can generate rental income or reduce
operational costs. For example, owning a fleet of aircraft may reduce travel expenses compared to
chartering services.

5. Portfolio Diversification and Risk Management

Investing in physical assets can diversify a company's asset base, potentially reducing volatility and
exposure to market fluctuations affecting intangible assets.

---

Focus on Executive Airplanes: A Case of Strategic Asset
Investment

Among tangible assets, executive airplanes—private jets—stand out as both luxury items and
strategic tools. Their purchase reflects a combination of operational needs, prestige, and strategic
flexibility.



The Rationale Behind Buying Executive Airplanes

- Time Efficiency: Executive jets allow rapid travel across regions, saving valuable time and enabling
swift decision-making.
- Enhanced Productivity: Traveling on a private jet minimizes disruptions and allows executives to
work en route.
- Corporate Prestige: Owning a private jet signals financial strength and can enhance brand image
with clients and partners.
- Operational Control: Owning an aircraft offers scheduling flexibility and reduces reliance on third-
party charter services.
- Cost Management: For frequent travelers, owning an aircraft can be more cost-effective than
recurring chartering.

Financial Considerations

Purchasing an executive airplane involves substantial capital investment, maintenance costs, crew
salaries, and regulatory compliance. Companies often evaluate the cost-benefit ratio carefully,
considering factors such as:

- Flight hours per year
- Alternative travel costs
- Tax implications and depreciation benefits
- Potential for asset appreciation or depreciation

Risks and Challenges

- High Capital Outlay: The upfront cost can be significant, affecting liquidity.
- Depreciation and Obsolescence: Aircraft values can decline over time, and technological
advancements may render older models less desirable.
- Operational Complexity: Managing an aircraft involves regulatory, safety, and maintenance
requirements.
- Market Fluctuations: Fuel prices, insurance costs, and usage patterns impact overall expense.

---

Other Examples of Tangible Assets Companies Acquire

Beyond executive airplanes, companies invest in various other tangible assets that support their
strategic objectives.

1. Real Estate and Property Holdings

- Office Buildings: Owned premises can provide stability and control over corporate environment.
- Manufacturing Facilities: Long-term production sites are critical for operational efficiency.
- Warehousing and Distribution Centers: Strategic locations reduce logistics costs and improve
supply chain responsiveness.

2. Machinery and Equipment



- Essential for manufacturing, these assets are often customized for specific production processes.
- Technological upgrades can improve efficiency and product quality.

3. Vehicles and Fleets

- Company cars, delivery trucks, and specialized transport vehicles support logistics and field
operations.
- Fleet management strategies optimize utilization and maintenance.

4. Infrastructure Assets

- Utilities, communication lines, and infrastructure assets support core business functions and long-
term planning.

---

Financial and Accounting Implications of Purchasing
Real Assets

Investing in tangible assets has profound implications on a company's financial statements, tax
position, and strategic planning.

Balance Sheet and Depreciation

- Asset Recognition: Purchased assets are recorded at cost, including acquisition price, shipping, and
installation.
- Depreciation: Most tangible assets are depreciated over their useful life, affecting profit margins
and taxable income.
- Impairment: If an asset's market value declines significantly, companies may need to recognize
impairment losses.

Cash Flow and Capital Expenditure

- Capital investments represent cash outflows, impacting liquidity.
- Strategic planning involves balancing capital expenditure with expected returns and growth
prospects.

Tax Benefits

- Depreciation deductions can reduce taxable income.
- Some jurisdictions offer tax incentives for specific asset classes or investments in certain regions.

Risk Management and Insurance

- Physical assets are exposed to risks such as damage, theft, or natural disasters.
- Proper insurance coverage is essential to mitigate potential financial losses.

---



Broader Impacts of Acquiring Real Assets

Investments in tangible assets influence not only a company's operational capacity but also its
market perception, financial stability, and strategic positioning.

Market Valuation

- Heavy investments in real assets can signal growth ambitions and stability, potentially attracting
investors.
- Conversely, over-investment or underutilized assets can negatively impact valuation.

Strategic Flexibility and Competitive Advantage

- Ownership of unique or hard-to-replicate assets can create barriers to entry for competitors.
- Asset diversification can allow companies to pivot or expand into new markets more effectively.

Environmental and Social Considerations

- The environmental impact of physical assets, especially large infrastructure or aircraft, is
increasingly scrutinized.
- Companies may need to consider sustainability and corporate social responsibility when making
asset investments.

---

Conclusion: The Strategic Significance of Real Assets
in Corporate Growth

In summary, companies typically purchase real assets, including tangible resources like executive
airplanes, to bolster their operational capabilities, support strategic initiatives, and enhance
financial stability. These investments are driven by the need for efficiency, flexibility, and
competitive advantage. While they entail substantial costs and risks, their strategic value can be
significant, especially when aligned with long-term corporate goals.

The decision to acquire physical assets involves careful analysis of financial implications, operational
needs, market conditions, and risk factors. As businesses evolve in an increasingly complex global
landscape, the role of tangible assets remains central, serving as both foundational building blocks
for operations and symbols of corporate strength and ambition.

Ultimately, effective management of real assets—through acquisition, utilization, maintenance, and
eventual disposal—can be a key driver of sustained growth, profitability, and market positioning in a
competitive environment.
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