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Macro Trends Providing Aerospace Industry Tailwind
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Historic Backlog, Slowing Momentum

(As of June 30) Build Rates (Aircraft per Month)

Platform Order Backlog Current Projected % Change

737 4,718 47.0 57.0 21.3%

747 23 0.5 0.5 0.0%

767 109 2.5 3 20.0%

777 101 5.0 5.0 0.0%

777 (x) 326 - - 0.0%

787 669 12.0 14.0 16.7%

Total - Boeing 5946 67.0 79.5 18.7%

A320 6,058 55.0 70.0 27.3%

A330/A340/A350 1,007 16.0 16.0 0.0%

A380 103 1.0 0.5 (50.0%)

Total - Airbus 7,168 72.0 86.5 20.1%

• Production backlog of 8+ years

• Attractive customer and geographic 

diversification

• Built-in organic growth on key platforms

• Build-rate reductions on large platforms

• Boeing vs. Airbus continue battle for top 

production / delivery rates

Backlog Growth from 2000 - Present
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Net-Order Metrics Holding with Increasing Platform Concentration

Aggregate Commercial Backlog –

Boeing and Airbus

Total: ~ 13,000 Aircraft

*Other category includes 747, 767, 777, A330, A380
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Oil prices

Fuel Prices and Impact on Order Volumes
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Increasing Funding for the Department of Defense
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Continued Momentum within Composite and Titanium Materials
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Macro Trends Driving Investor Interest

Strong passenger growth projected over the next ten years

Increasing build rates and record OEM backlogs

Robust defense spending and budget

Increasing use of more advanced materials, systems and 

production capabilities
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Industry Dynamics Influencing Aerospace M&A
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Current Trends Impacting Aerospace M&A Activity

Partnering For Success 2.0
Strong Growth in the MRO 

Market

In-Sourcing Initiatives by 

Boeing
Active Cross-Border M&A
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Partnering for Success Pressuring the Supply Chain

Partnering for Success (2012)
Aimed at cutting prices with suppliers 

by 15-20%

Partnering for Success 2.0

2016

Further pricing concessions, plus 

lengthened payment terms and desire 

for greater inventory cushion
Partnering for Success 2.0 (2016)

Continued shift from small, independently owned suppliers to larger suppliers with greater 

resources to meet Boeing’s demands.

February 2018 March 2018February 2018

Sources: PitchBook, AINonline, Leeham News, Reuters  
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Strong Projected Growth in MRO

• Total MRO spend in 2018 of 

$77.4B growing to $114.7B by 

2028 (4% annual growth)

• Limited new aircraft platforms 

shifts OEMs focus to MRO

• Increasing share of engine 

maintenance driven by new 

engines operating at higher 

temperatures and pressures

• Wide-body Aircraft Commanding 

MRO Expenditures – 20% of the 

global fleet, but represent over 

44% percent of MRO spend
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Date Acquirer Target Description

Jul. 2018

Designer and manufacturer of

proprietary OEM-alternative parts

and repair services for the

commercial aerospace industry.

Dec. 2017

Provider of repair and overhaul

services for commercial and military

air transport aircraft.

Nov. 2017

Provider of maintenance, repair, and

overhaul services intended to meet

the evolving MRO needs of civil and

military aircraft operators.

Oct. 2017

Provider of aircraft modification

services. The Company's services

include airbus and aircraft

maintenance, technical support, and

modifications..

Recent M&A Activity in MRO

Source: PitchBook

Aviation Managed 

Solutions
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Boeing In-Sourcing Initiative Expected to Drive Consolidation

Boeing’s new Global Services Division is expected to generate $50B annually within 

five years

Boeing MRO Solutions

✓ Supply Chain

✓ Engineering

✓ Modifications & Maintenance

✓ Digital Aviation & Analytics

• Boeing announced the launch of its third major 

business unit at the 2017 Paris Air Show

• New unit is expected to triple its service revenue 

to $50B within the next five years

• Core service offerings will be distributed across 

four channels: commercial, business/general 

aviation, U.S. government, and international 

governments

• Announcement aligns with recent industry trends 

of large OEMs bringing MRO service offerings in-

house Boeing MRO Investments

Source: MRO Network
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Boeing Strategy to Build Targeted Vertical Capability

Boeing is selectively bringing manufacturing of high-value components in-house in 

an effort to control supply, quality, and costs as well as position itself to capture 

revenue in the aftermarket

June 2018

April 2018

January 2018

July 2017 Boeing and Safran sign agreement to jointly 

design, build, and service auxiliary power units 

Boeing cancels RFP for 737 lavatories, 

causing speculation Boeing may move to 

bring production in-house 

Establishment of Adient Aerospace to develop, 

manufacture, and sell a portfolio of seating 

products

Boeing Avionics established to pursue the 

development and production of avionics and 

electronics systems

Sources: Forbes, The Seattle Times, Bloomberg, Puget Sound Business Journal
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Opportunity for Continued Vertical Integration

Airframe

• Doors 

• Windows 

• Forward and 

nose fuselage 

Category Components Current Suppliers

Aircraft 

Systems

• Auxiliary power units

• Electric power systems

• Flight control computers

• Utility controls

• Engine pylons

• Fan cowl

• Exhaust cone 

and nozzle

Avionics

• Flight management systems

• Common core system (cabinets 

housing airplane’s avionics and utility 

mechanisms)

Source: Forbes / Aerodynamic Advisory



19

Robust Transatlantic M&A Activity 2010 – YTD 2018*

26 transactions 

with U.S. 

acquirer and 

U.K. target

55 transactions with 

U.S. acquirer and 

European target

(including U.K.)

2010 – YTD 2018

Aero M&A Stats

• 1,000+ Total M&A 
transactions

• 404 Cross-border M&A 
transactions

• 912 Acquisitions by 
strategic acquirers

• 263 Acquisitions by 
financial acquirers

• Airbus suppliers seeking to 
gain Boeing relationship

68 transactions 

with U.S. target 

and foreign 

acquirer

*As of Oct. 2018

Source: PitchBook
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Recent Aerospace Cross-border M&A Activity 

Source: PitchBook

Date Acquirer Target Description

July 18

Provider of aviation fuels and

services to airlines, air cargo

operators, general and corporate

aviation operators, fixed base

operators, and government and

military customers.

May 18
Manufacturer and supplier of aircraft

parts and assemblies.

April 18

Manufacturer of structural landing

gear components and airframe

machined parts.

April 18

Manufacturer of engine components

and assemblies for the aerospace

industry.
U.S.

U.S.

U.S.

U.K. U.S.

France

Italy

U.K.
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What are North American Acquirers Looking For in 

Transatlantic Acquisitions?

Expanded Manufacturing 

or Technical Capabilities

Geographic Expansion / 

Local Presence
Low Cost Manufacturing

New OEM / Tier I 

Relationships

Increased Platform / LTA 

Exposure

Manufacturing / 

Processing Capacity
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Valuation Trends and Drivers
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Aerospace Company Value Drivers

MANUFACTURING

CAPABILITIES

CONTENT AND OEM / TIER 1

RELATIONSHIPS

FINANCIAL PERFORMANCE

AND INFRASTRUCTURE

Proprietary Content or Engineering

Design-to-Build vs Build-to-Print;

Engineering Services

Approvals/Revenue with Multiple 

OEMs

Multiple Tier I Relationships (Boeing,

Airbus, Defense OEMs, Engine OEMs)

Track Record & Visibility for Organic

Growth

Build-Rate Increases, New Parts, First

Article Approval Visibility

Differentiated Manufacturing / Services

MRO, Hard Metals, Additive, Sub-

Assembly, Thin Wall, Composites

Attractive LTAs on Key Platforms

Exposure to 737, 787, A320, A350, 

F35

$30M+ Revenue

15%+ EBITDA Margins (Post PFS

Normalization)

Equipment / Processes

Equipment Investments, Envelope Size

Established Cells, Lean Processes

Strong Customer and PFS Ratings

Gold/Silver (Quality and Delivery), 

Gold

(PFS), Increasing 2018 Bids

Scalable Infrastructure

Fully Implemented MRP, Part Level /

Process Level Reporting

EBITDA Multiple Range 5.0x – 7.0x 9.0x – 12.0x
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U.S. vs. European Valuation Summary

Aerospace EBITDA Multiples 2010 - Present

Mean Median

Total Transaction Comps 13.2x 9.6x

Public Comps (current) 14.5x 13.5x

Sub $250M 8.5x 7.8x

*Transactions since 2010 with public valuation data

U.S. Buyer Aerospace EBITDA Multiples 2010 - Present

Mean Median

Total Transaction Comps 16.9x 9.8x

Sub $250M 11.2x 11.4x

European Buyer Aerospace EBITDA Multiples 2010 - Present

Mean Median

Total Transaction Comps 12.2x 9.6x

Sub $250M 8.2x 6.9x

M&A transactions are trading at 15% - 20% higher than historical averages*

Source: CapitalIQ, PitchBook
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Build-to-Print vs. Proprietary Content Valuations

Build-to-Print EBITDA Multiples 2013 - Present

Mean Median

Total Transaction Comps 10.0x 7.5x

Sub $250M 6.6x 7.4x

Proprietary Content EBITDA Multiples 2013 - Present

Mean Median

Total Transaction Comps 12.4x 12.3x

Sub $250M 12.2x 12.4x
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Transaction Considerations for PNW Aerospace Suppliers
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Market Considerations for PNW Suppliers

Boeing 

Considerations

Investor 

Appetite

• Buyer universe dynamics for BTP vs. DTB

• PE and international strategics interest for BTP 

assets

• Strong interest in U.S. Tier I OEM relationship from 

international buyers

• Platform exposure

• Proprietary content, capabilities

• Bid activity and win rates

• PFS 2.0 rating and status

• Contract renewal status and timing

• Contract consent 

• Boeing’s perception of potential investor
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Build-to-Print Investor Universe Trends

• Approximately 340 U.S. 

A&D companies acquired 

by PE over last 10 years

• Estimated 100+ PE 

portfolio companies

• Many of scale and 

sophistication to pursue 

$50M+ acquisitions

• Acquisitive “hybrid” 

investor universe

Historically Acquisitive 

Strategics Narrowing 

Investment Criteria

PE Activity Remains 

Robust for Well Positioned 

Suppliers

Cross-Border Transactions

• Significant inbound and 

outbound activity

• Interest from European 

and Asian strategics

• Opportunity for strategic 

premium for BTP 

suppliers

• Proprietary content or 

specified BTP capabilities 

(composites, engine 

components, low cost)

• Bifurcated valuation scale

2013 – YTD Sep 18 

Transactions

% Strategic

Investor

Median 

EBITDA 

Multiple

Proprietary Content 

/ Design-to-Build 
70% 12.3x

Build-to-Print 36% 7.5x

Source: PitchBook
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Significant PE Investment in U.S. Aerospace Companies …

Sample Aerospace Private Equity Investors

• Approximately 400 U.S. A&D companies acquired by PE over last 10 years

• Estimate 100+ PE portfolio companies

• Many of scale and sophistication to pursue global acquisition strategy 

Source: Capital IQ, Pitchbook
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… Leads to Expanded Strategic Investor Universe

Acquisitive Strategic Universe

Acquisitive Hybrid PE / Strategic Universe

Source: Capital IQ, Pitchbook
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Date Acquirer Target

Jan. 16

Oct. 15

May 15

Apr. 15

Mar. 15

Mar. 15

Feb. 15

Jan. 15

Jan. 13

Date Acquirer Target

Jul. 18

Jul. 18

May 18

Jan. 18

Dec. 16

Dec. 16

Oct. 16

Jun. 16

Feb. 16

J&M Machine

Carlson Formetec

Select Recent PNW M&A Transactions

Vector Industries

Source: PitchBook
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Key Takeaways

Strong industry outlook driven by growth in airline travel, 

order momentum, and increasing build rates
1

PNW suppliers prove attractive acquisitions targets given

strong Boeing relationships
6

Partnering for Success continuing to stress the supply chain2

MRO market expected to benefit from growing aircraft fleet and new 

technology allowing aircraft to remain in-service longer
3

In-sourcing by Boeing driving consolidation among 

suppliers to remain competitive
4

Robust cross-border M&A to gain access to new tier 1 

and OEM relationships
5

Overall aerospace M&A environment remains strong 

with broad, acquisitive investor universe
7
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Q&A


