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Not for publication, distribution or release in the United States of America

MTU Aero Engines continues strong performance in first quarter of 2005

· Sales increased by 19 %

· Adjusted EBITDA1 increased by 93 % to €71 million
· Cash flow from operating activities more than doubled, up by 134 %
· Positive outlook for 2005
Munich – Following on from the strong performance in 2004, MTU Aero Engines continued its successful development in the first quarter of 2005, achieving double-digit revenue growth. Strong sales of spare parts had a particularly significant effect on the overall result, which nearly doubled on a year-on-year basis. Cash flow from operating activities2 also increased substantially, mainly due to customer pre-payments during the first quarter. MTU Aero Engines presented its quarterly figures according to IFRS today on Tuesday, 10 May 2005.
MTU Aero Engines remains optimistic for full year performance. Udo Stark, president and CEO, commented: "Compared to the relatively weak first quarter of 2004, the first three months of 2005 have been impacted by a number of exceptionally positive trends. Even though full year growth cannot be extrapolated from first quarter growth rates, we see continued growth in revenue and profitability in the course of this year.”
With respect to new commercial aero engines, MTU expects a significant increase in engine sales, mainly driven by demand for the V2500 for the Airbus A320 family. The company also expects a pick up in revenues compared to the previous year for the military engine business due to higher demand for EJ200 and MTR390 engines. The company expects a significant increase in commercial MRO revenues based on continued growth in passenger and air cargo volumes, and increasing profitability based on higher utilization rates and ongoing efficiency improvements.
Adjusted revenues of MTU Aero Engines rose from €442 million in the first quarter of 2004 to €526 million3 in the first quarter of 2005, an increase of 19 %. Revenues in commercial MRO have shown a particularly strong improvement, with a growth rate of 30 % to €173 million in the first quarter 2005 (first quarter 2004: €133 million).  Commercial MRO displayed the highest revenue growth on a quarterly year-on-year comparison and contributed 33 % of total revenues. Growing demand for new engines – for instance for the V2500 and PW2000 – in combination with a high level of demand for spare parts boosted adjusted revenues in the commercial engine business during the first quarter of 2005 by 18 % to €256 million4 (first quarter 2004: €218 million).  Revenues in the military engine business were €102 million, i.e. almost 4 % above the level of the previous year of €98 million.
The total order book as of 31 March 2005 increased to €3,582 million from €3,408 million as of 31 December 2004. The total order book as of 31 March 2005 corresponded to approximately 1.8 times the MTU Group's annual revenues of 2004.
MTU Aero Engines can also point to a significant improvement in earnings over the three month period ended 31 March 2005. The adjusted EBITDA increased to €71 million, representing an increase of 93 % compared to the prior year period. This exceptional performance was due to a strong demand for spare parts, maintenance services and continuing improvements with respect to operating efficiency. 

MTU Aero Engines more than doubled its cash flow from operating activities with an increase of 134 %, up from €57 million in the first quarter of 2004 to €133 million in the first quarter of 2005. This strong liquidity position once again allowed MTU Aero Engines to repay bank liabilities ahead of schedule, thus improving its capital structure and further reducing its interest burden. "We are on track to achieving an investment-grade rating", explained Reiner Winkler, CFO. "This has also been acknowledged by the banks: At the end of March 2005, we entered into a new loan agreement with terms similar to those offered to investment grade companies. This gives us a clear interest benefit of nearly three hundred basis points."

As expected, R&D costs in the first quarter were 43 % below last year's level: €32 million in the first quarter of 2005 versus €56 million in the same period of 20045. This reduction – which is not representative of the full year – was mainly due to reduced development expenditures with respect to the GP7000 (Airbus A380) and the PW6000 (Airbus A318) engine programs, as well as programme-related shifts that will be offset in the coming months. 

At the end of March 2005 MTU Aero Engines employed 7,240 employees (at year-end 2004: 7,417).
MTU Aero Engines – Key Data for Q1, 2005
(Amounts in € millions, converted to adjusted figures, based on IFRS accounting. Adjusted figures adjust the company's IFRS results for restructuring and transaction costs, capitalised R&D expenditure as well as for the effects of IFRS purchase accounting)
	MTU Aero Engines


	Q1 2005

Adjusted figures
	Q1 2004

Adjusted figures
	Change
	Q1 2005

reported
	Q1 2004

reported

	Sales 
	525.8
	441.8
	+ 19.0 %
	509.7
	430.0

	Sales, adjusted for dollar exchange rate (reported)
	
	
	
	527.7
	430.0


	R&D

	32.2
	56.3
	- 42.8 %
	
	

	thereof
self-funded R&D
	13.1
	43.8
	- 70.1 %
	
	

	thereof
customer-funded R&D
	19.1
	12.5
	+ 52.8 %
	
	

	EBITDA
	71.1
	36.9
	+ 92.7 %
	63.2
	3.0

	Cash flow from
operating activities
	133.1
	56.9
	+ 133.9 %
	133.1
	56.9

	
	31 March 05
	31 Dec. 04
	Change
	
	

	Order book
	3,582.0
	3,408.3
	+ 5.1  %
	3,582.0
	3,408.3

	Employees
	7,240
	7,417
	 - 2.4  %
	7,240
	7,417


MTU Aero Engines is Germany's leading manufacturer of aero engine modules and components and as such is one of the largest tier 1 players in the industry. MTU Aero Engines also assembles entire aero engines. MTU Aero Engines’ head office is located in Munich and it maintains subsidiaries in all major markets and regions. MTU Aero Engines cooperates closely with the world's largest OEMs such as General Electric, Pratt & Whitney and Rolls-Royce. In terms of revenue, MTU Maintenance is the world's largest independent maintenance service provider for commercial aero engines. In the military business, MTU Aero Engines is the leading industrial partner for virtually all aircraft engines operated by the German military forces and an important partner in major military aero engine programs in Europe. In the financial year 2004 MTU Aero Engines’ staff of 7,400 generated sales of nearly €2 billion
 and an EBITDA of approx. €247 million.
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The information contained herein is not for publication or distribution to persons in the United States of America.  Any securities referred to herein have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold without registration thereunder or pursuant to an available exemption therefrom. Any public offering of securities of MTU Aero Engines to be made in the United States would have to be made by means of a prospectus that would be obtainable from MTU Aero Engines and would contain detailed information about the issuer of the securities and its management, as well as financial statements.

Neither this document nor the information contained herein constitutes an offer to sell or the solicitation of an offer to buy any securities.

These materials do not constitute an offer of securities for sale in the United States; the securities may not be offered or sold in the United States absent registration or an exemption from registration.

No money, securities or other consideration is being solicited, and, if sent in response to the information contained herein, will not be accepted.

Cautionary Note Regarding Forward-Looking Statements

Certain of the statements contained herein may be statements of future expectations and other forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements.   Actual results, performance or events may differ materially from those in such statements due to, without limitation, competition from other companies in MTU Aero Engines’ industry and MTU Aero Engines’ ability to retain or increase its market share, the cyclicality of the airline industry, risks related to MTU Aero Engines’ participation in consortia and risk and revenue sharing agreements for new aero engine programs, risks associated with the capital markets, currency exchange rate fluctuations, regulations affecting MTU Aero Engines’ business and MTU Aero Engines’ ability to respond to changes in the regulatory environment, and other factors.   Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their consequences.

MTU Aero Engines assumes no obligation to update any forward-looking statement.
1 Adjusted  figures are the IFRS results adjusted for restructuring and transaction costs, capitalised R&D expenditure, and IFRS purchase accounting. In the first quarter 2005 our EBITDA (earnings before interest, taxes depreciation and amortization) reported on the basis of IFRS accounting was €63 million. 


2 Calculated on the basis of adjusted figures for first quarter 2004 and first quarter 2005. 


3 Revenues reported on the basis of IFRS accounting for the first quarter 2004 were €430 million. Revenues on the basis of IFRS accounting for the first quarter 2005 amounted to €510 million. 


4 Revenues reported on the basis of IFRS accounting for the commercial engines business amounted to €240 million in the first quarter of 2005. 


5 Of this amount €13.1 million were funded by MTU Aero Engines in the first quarter of 2005 and €43.8 million in the first quarter of 2004. 


� Reported R&D figures in the P&L were €4.8 million in the first quarter of 2005 and €19.3 million in the first quarter of 2004


� Adjusted for the effects of IFRS purchase accounting. Our sales reported on the basis of IFRS accounting amounted to €1,918 million in financial year 2004.


� Adjusted figures are the IFRS results adjusted for restructuring and transaction costs, capitalised R&D expenditure, and IFRS purchase accounting.
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