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GLOBAL SECTOR 
OVERVIEW 
The Aerospace & Defense (“A&D”) industry is com-
prised of manufacturers of civil and military aerospace 
together with defense procurements. The defense pro-
curement segment comprises revenues earned from 
defense electronics and military aerospace whereas 
the civil aerospace segment includes revenues earned 
from civilian planes which includes commercial, civil 
and cargo (but excludes military aircraft and related 
items). 

Boeing and Airbus are major players in large commer-
cial aircraft market whereas Embraer and Bombardier 
are key players in smaller aircraft segment.  

Boeing is the largest aerospace company in the world, 
headquartered in Chicago, having major business in 
the US. The company manufactures products for com-
mercial, defense, space sectors respectively and also 
provides services. The company manufactures the 737, 
747, 767, 777 and 787 families of airplanes and the 
Boeing Business Jet range. Boeing is currently devel-
oping 787-10 Dreamliner, the 737 MAX, and the 777X. 
More than 10,000 Boeing-built commercial jetliners are 
in service worldwide, which is almost half the world 
fleet. The company also offers the most complete fami-
ly of freighters, and about 90% of the world’s cargo is 
carried onboard Boeing planes. Under defense, space 
and security category it helps customers address a 
host of requirements through a broad portfolio which 
includes KC-46 aerial refueling aircraft, based on the 
Boeing 767 commercial airplane; AH-64 Apache heli-
copter; the 702 family of satellites; CST-100 Starliner 
spacecraft; and the autonomous Echo Voyager. 

Airbus on the other hand is the largest aerospace com-
pany in Europe and is headquartered in Toulouse, 
France. The company manufactures for commercial, 
defense and space sectors. Under commercial space 
the product portfolio for Airbus includes A320, A330, 
A350 XWB and A380 family of aircrafts. Under defense 
category, the company manufactures A400M, 
A330MRTT, Eurofighter etc. Airbus also manufactures 
helicopters and space aircrafts and satellites.  

The A&D industry is highly sensitive to the macroeco-
nomic environment. Whether the overall economy is 
booming or in depression, the aerospace sectors are 
first to reflect that. Economic analysts also see aero-
space sector as a bellwether for wider global economy.  

 

Source: IATA 

A strong drop in passenger traffic was witnessed during 
2000 and 2001 due to shock of the dotcom bust and  
9-11. In 2008, due to the global financial crisis, the 
overall passenger traffic again reduced significantly.  

According to a report by Deloitte, the revenues of top 
20 global A&D companies accounted for nearly 73.7% 
of the global A&D sector revenues in 2016 (in line with 
the 74.2% in 2015), reflecting continued sector concen-
tration. Global aerospace and defense sector revenues 
grew at a CAGR of 3.4%. 

 

 
Source: Deloitte 

The growth in A&D sector is primarily driven by com-
mercial segment due to a positive economic outlook, 
rising income levels and booming commercial aviation 
segment.  
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As per the revenue and growth charts above, global 
revenues grew from US$659m in 2015 to US$674m in 
2016, however the growth rate declined from 3.8% in 
2015 to 2.4% in 2016. According to Deloitte, growth of 
2.4% in A&D sector slightly outperformed estimated 
global gross domestic product growth of 2.3%, with key 
drivers in A&D sector being European commercial and 
US defense subsectors. 

Top 20 aerospace and defense companies by 2017 
revenue include:  

 
Source: PwC 

Supply Chain Dynamics in A&D 
industry 
The overall aerospace industry can be classified 
among OEMs, Tier-1 Suppliers, Tier-2 Suppliers and 
Tier-3 Suppliers. 

Traditionally, large aircraft manufacturers such as Boe-
ing and Airbus are considered as OEMs. They are 
responsible for overall design and manufacturing, the 
most critical component in the value chain.     

Tier 1, 2 & 3 Suppliers produce aircraft parts as per the 
design provided by OEM manufacturers.  

The changing dynamics of the industry are causing Tier 
1 suppliers to gradually become large integrators of 
airplane production. 

SEGMENTAL OVERVIEW 

Commercial 
The production rate of commercial planes by the major 
players is expected to rise by 2019. 

 

Source: Boeing, Airbus 

The average monthly production rate for Boeing 737 is 
expected to be increase in 2019 and into the foreseea-
ble future.  

The company would be increasing the production of 
Boeing 737 to meet the backlog of over 4,400 aircraft 
and also due to an assessment of upward market de-
mand.  

Airbus A320 production is expected to remain constant 
at 60 per month as Tom Williams, COO stated the 
company feels this rate is sufficient to meet current 
demand. 

The expected production rate for Boeing 787, Airbus 
A330 and Lockheed F-35 for 2019 and beyond are pro-
jected to be 14, 8 and 10 respectively for 2019. Beyond 
2019, the production of Boeing 787 and Lockheed F-35 
is expected to increase to 18 and 13 respectively 
whereas for Airbus A330, it is projected to remain con-
stant at 8 per month. 
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Order and Deliveries  
(Boeing & Airbus) 

 

Source: Boeing, Airbus 

The orders for both Boeing and Airbus peaked in 2013 
and 2014, with Airbus leading in total number of orders. 
In 2016, Airbus led with 172 more orders as compared 
to Boeing whereas in 2017 Boeing led with 255 more 
orders.  

The deliveries for both Boeing and Airbus have in-
creased over a period of time due to increasingly 
efficient facilities, adoption of computerized methods in 
product design and manufacturing, strong relationships 
and integration with key suppliers.  

 
Source: Boeing, Airbus 

Boeing not only led in total orders in 2017 but also de-
livered 763 aircrafts as compared to 735 delivered by 
Airbus. In 2018 the deliveries for both Boeing and Air-
bus are expected to be 857 and 848 respectively.  

The cumulative delivery value for 2008-2017 and 2018-
2027 periods for Top 20 Aviation Programs are as follows: 

 

Source: Boeing, Airbus 

For both the periods, i.e. from 2008-2017 and 2018-
2027 (expected) the delivery value for Airbus A320 and 
Boeing 737NG is maximum followed by other aviation 
programs.  

Airbus A320 is manufactured in four sizes (A318, A319, 
A320 and A321), representing the most successful and 
versatile jetliner family ever. 

Demand and consequently delivery for Boeing 737NG 
has been maximum due to fuel efficiency, reliability and 
high-value return in highly competitive market. Apart 
from that the platform also has lower maintenance and 
operating costs thereby providing competitive edge 
regardless of business model or market.    

  

0	

1000	

2000	

2012	 2013	 2014	 2015	 2016	 2017	

Boeing	vs.	Airbus	Orders	
(No.	of	aircrafts)	

Boeing	 Airbus	

0	
200	
400	
600	
800	

1000	

20
12
	

20
13
	

20
14
	

20
15
	

20
16
	

20
17
	

20
18
	

Boeing	vs.	Airbus	Deliveries		
(No.	of	aircrafts)	

Boeing	 Airbus	

$0	 $100	 $200	 $300	 $400	

Airbus	A320/Neo	

Boeing	737NG/MAX	

Boeing	787	

Airbus	A350XWB	

Lockheed	Martin	F-35	

Boeing	777/X	

Airbus	A330/Neo	

Bombardier	C-Series	

Gulfstream	500/600	

Embraer	E-Jets	

Boeing	767/KC-46	

Gulfstream	650	

Sikorsky	H-60	

Su-30/57	

Bomb	Glob	5/600	

Boeing	AH-64	

Bombardier	Global	700	

Airbus	A400M	

ATR	42/72	

Lockheed	C-130	

Top	20	Aviation	Programs	
Cumulative	Delivery	Value	in	2018	(US$bn)	

2018-2027	 2008-2017	



 

libertyra.com     4 
 

 

Backlogs 

 

Source: Boeing, Airbus 

The total dollar value for the backlogs since 2014 has 
been more for Airbus in comparison to Boeing. In 2017, 
the dollar value for backlogs stands at US$437bn for 
Airbus and US$403bn for Boeing.  

Air l ines 
According to IATA, the airlines industry is expected to 
grow at a CAGR of 4.9% between 2006-18F. There 
was a sharp fall in y-o-y growth rate in 2008, due to the 
financial crisis of 2007-08. The growth rate fell to -
16.5% in 2009, but then recovered sharply in 2010 to 
18.4% against the backdrop of economic recovery and 
improved macro-economic scenario. Growth was also 
driven by the demand from emerging markets. 

 
Source: IATA 

As per Boeing, economic and income growth in large 
emerging markets such as China and India has been a 
key driver of global GDP growth and also demand for 
air travel. 

 
Source: Boeing 

GDP of emerging markets as a proportion of World 
GDP is growing, and is expected to reach 38.4% by 
2020. 

 
Source: IHS Markit, Boeing 

The global net profit figures for airlines industry is ex-
pected to grow from US$9.2bn in 2012 to US$ 34.5m in 
2017. The forecasted net profit figures for 2018 is 
US$38.4bn. 
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Source: IATA 

US and Europe are still the largest revenue earners for 
airlines industry, but the contribution from Asia Pacific 
and Middle East picked since 2015 on the back of eco-
nomic growth in emerging markets such as China, India 
and Middle East. 

 

Source: IATA 

Traff ic Forecast 
Global A&D market forecast by Airbus suggests that 
Asia-Pacific would lead world traffic by 2036, with a 
threefold increase in the traffic by the end of forecasted 
period. 

Traffic between emerging countries is forecasted to 
grow at 6.2% per annum, and would represent a grow-
ing share of air traffic, from 29% of world traffic in 2016 
up to 40% by 2036. 

Domestic China is also expected to become the largest 
traffic flow before the end of the forecast period. Do-
mestic Chinese traffic is forecasted to almost 
quadruple, with Domestic USA increasing by 50% from 
an already high base. 

DEFENSE 
In 2017 and beyond, the growth in defense sector is 
expected to be driven by elected US administrators’ 
increased focus on strengthening nation’s military. Ris-
ing global tensions in Middle East, Eastern Europe, 
North Korea and the East and South China Seas, 
would also be a key driver for demand of defense and 
military products.  

 

Source: Deloitte Report 

Spending by the US Department of Defense is ex-
pected to increase by US$21bn in 2016 and is 
expected to further increase by US$8bn in 2017.    

The global defense spending is also expected to rise 
on the backdrop of global tensions. 
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Source: Deloitte Report 

The top dozen defense contractors (6 each from the 
US and Europe) reported a revenue increase of 1% 
and a profit margin increase by 2%. US companies’ 
revenue was higher by 5%, and operating profit was 
higher by 8%. European companies’ revenue was low-
er by 7%, and operating profit was lower by 13%. 

In 2016, Lockheed Martin, a pure player in defense 
subsector, reported the best revenue improvement of 
US$6.7bn, or 17%, primarily related to its first full year 
of the acquisition of Sikorsky. Airbus reported the larg-
est revenue decline of US$3.5bn, or 16%. 

2016 and early 2017 saw M&A focused on portfolio 
realignment and consolidation of government services 
company especially in defense subsector. 

Recent Industry Trends  
and Drivers 
Growing demand for air travel, massive backlogs of 
new aircraft orders and growing business jet sectors 
contribute to strong outlook for overall aerospace sec-
tor. 

Key trends identif ied in the sec-
tor are as fol lows: 

1.  Continued Technological 
Advancement 

Customer demand has been driven by major improve-
ments in operational efficiency, advanced avionics, 
advanced internal cabin design and noise reduction 
capabilities.  

Given the changing landscape, a challenge is felt in 
terms of integrating the key suppliers with the changing 
design and manufacturing techniques. 

New and more advanced platforms are in production—
Airbus’ A320 neo and Boeing’s 787, for example—and 
more are expected in the near future including the 737 
MAX, the 777x, the A330 neo, and Bombardier’s C-
Series. 

2.  Strong replacement demand 
bolstering books 

Replacement of older fleets due to requirement of new-
er, cost efficient fleets is also driving demand. A&D 
industry can face challenge in the event of extended 
periods of low oil prices. Low oil prices can encourage 
aircraft operators to use older aircrafts which are less 
fuel efficient. 

3.  Lower oi l  pr ices inf luencing demand 
and growth 

Sustained levels of low oil prices since the fall during 
late 2014 has boosted profitability of airlines industry, 
but at the same time posed a threat to the OEM’s such 
as Boeing, Airbus etc. The sustained depression in oil 
can decrease the demand for newer, fuel efficient air-
crafts.  

4.  Strong M&A activ i ty in the sector 
As per KPMG, 2017 and ensuing years would witness 
a pivotal shift from the commercial to defense subsec-
tor of A&D industry. President Trump’s proposal 
suggesting that defense spending may see a US$54bn 
boost in 2018 together with a pressure on NATO mem-
bers to increase their defense budget allocations to 
minimum target spending levels has led to shift in focus 
towards defense subsector.  

This shift in focus has sparked a fierce M&A activity as 
players struggle to take newer positions and new stra-
tegic investors move into market.  
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Public Aerospace and Defense Comparison

Revenue	2016	
(US$bn)

Country	
Market	Cap	
(US$bn)

EV/Revenue	
(LTM)

EV/EBITDA	
(LTM)

EV/EBIT	
(LTM)

P/E	
(LTM)

Boeing 95 US 188 1.9x 14.9x 18.0x 23.8x
Airbus 74 Netherlands 90 0.9x 13.2x 26.1x 25.3x
Lockheed	Martin 47 US 96 2.1x 15.5x 18.9x 49.1x
General	Dynamics 31 US 65 2.0x 13.6x 15.1x 22.8x
United	Technologies 29 US 100 2.0x 12.7x 16.4x 21.8x
BAE	Systems 26 UK 26 1.0x 9.7x 15.4x 21.5x
Northrop	Grumman 25 US 60 2.2x 15.4x 17.6x 30.1x
Raytheon 24 US 61 2.2x 14.7x 17.1x 30.4x
Rolls	Royce 20 UK 23 1.0x 7.8x 13.5x 3.8x
Safran 17 France 44 2.1x NA 17.6x 7.3x
Mean 1.8x 13.1x 17.6x 23.6x
Median 2.0x 13.6x 17.4x 23.3x

	Boeing 95 US 188 1.9x 14.9x 18.0x 23.8x
	Lockheed	Martin 47 US 96 2.1x 15.5x 18.9x 49.1x
	General	Dynamics 31 US 65 2.0x 13.6x 15.1x 22.8x
	United	Technologies 29 US 100 2.0x 12.7x 16.4x 21.8x
	Northrop	Grumman 25 US 60 2.2x 15.4x 17.6x 30.1x
Mean 2.1x 14.4x 17.2x 29.5x
Median 2.0x 14.9x 17.6x 23.8x

Airbus 74 Netherlands 90 0.9x 13.2x 26.1x 25.3x
BAE	Systems 26 UK 26 1.0x 9.7x 15.4x 21.5x
Rolls	Royce 20 UK 23 1.0x 7.8x 13.5x 3.8x
Safran 17 France 44 2.1x NA 17.6x 7.3x
Thales 16 France 26 NA NA NA 25.6x
Mean 1.3x 10.2x 18.2x 16.7x
Median 1.0x 9.7x 16.5x 21.5x

Top	A&D	Companies

US	A&D	Companies

European	A&D	Companies

Source: Factset 

 

M&A in A&D Sector 

Source: Thomson Reuters, PwC 
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