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MTU Aero Engines anticipates further strong growth in 2007

· Adjusted EBITDA targeted to increase by 15% in 2007 to €365 million (2006: €318.2 million)

· Full-year revenue and earnings forecasts for 2006 exceeded

· Udo Stark: “MTU continues to forge ahead”

Munich – MTU Aero Engines Holding AG expects sustained growth in 2007. Revenues are targeted to rise by 8% to €2,600 million and adjusted EBITDA by 15% to €365 million. This forecast was announced by MTU on Tuesday, March 13, 2007 at the annual press conference.

MTU boosted its revenues by 11% in the financial year 2006; they increased from €2,182.7 million to €2,416.2 million. This increase was accompanied by a pronounced rise in adjusted EBITDA
 to €318.2 million. This is 33% higher than the 2005 figure of €238.7 million. MTU’s adjusted net income also increased significantly, more than doubling from €53.1 million in 2005 to €121.8 million in 2006 and thus exceeding the forecast of €115 million by 6%.

“2006 has been a very successful business year for MTU. We have consistently beaten our targets throughout the year,” says Udo Stark, Chief Executive Officer of MTU Aero Engines Holding AG. “The aviation industry expects continued growth in 2007. MTU is well placed to benefit from this situation and will once again achieve growth rates well above the general market level: We expect to see a significant improvement in our revenues and operating results. MTU continues to forge ahead.”

The greatest contributions to this growth will be provided by the commercial engine business and commercial Maintenance, Repair and Overhaul (MRO). These two segments were the greatest contributors to growth in 2006, as in the year before. MTU expects to improve net income in 2007 by 15% to €140 million. Free cash flow is expected to amount to €70 million in 2007, a reduction with comparison to 2006 (€115.7 million) largely attributable to strategic investments such as the participation in new programs and the establishment of a new site in central Europe.

MRO revenues distinctly improved

Continued above-average growth in commercial MRO played a significant role in boosting revenues in 2006. Revenues here increased by 25% by comparison with 2005, from €766.9 million to €954.7 million. Particularly strong growth was reported by the V2500 (A320 family), CFM56 (A320 family, Boeing 737) and PW2000 (Boeing 757) programs and in the industrial gas turbine sector. 39% of total revenues were accounted for by commercial MRO. MTU Maintenance Zhuhai, a 50/50 joint venture between MTU Aero Engines and China Southern, was consolidated for the first time in 2006.

Growth has also been achieved in the OEM business. MTU’s revenues in this segment exceeded those of 2005 by 3.4%, rising from €1,434.8 million to €1,483.1 million in 2006.

MTU’s revenues in the commercial engine business improved by 5.3%, from €943.4 million to €993.5 million. After adjustments to eliminate the effect of the disposal of Atena (as of June 30, 2005) and of fluctuations in the dollar exchange rate, the resulting increase in revenues was around 8%. Consequently, the commercial engine business grew at a significantly stronger rate than the market average of around 5%. Positive growth rates were noted most especially with the V2500, the PW2000 engine for the Boeing C-17, and the CF6 engine used to power widebody passenger aircraft.

The revenues generated by the military engine business remained more or less unchanged at €489.6 million (2005: €491.4 million). The progressive entry into service of the Eurofighter Typhoon kept EJ200 revenues at a consistently high level. Other programs with a positive impact on revenues were the MTR390 engine for the Tiger combat helicopter and the TP400-D6 engine for the A400M military transporter.

Growth assured by high level of orders

At December 31, 2006, the order backlog amounted to €3,342.3 million, or 1.4 times annual revenues. After adjustments to eliminate the effect of U.S. dollar exchange-rate fluctuations, the order backlog in 2006 stood at approximately the same level as in 2005, at €3,564 million (December 31, 2005: €3,581 million). The order backlog in the commercial MRO business rose by about 7% after adjustments for fluctuations in the U.S. dollar exchange rate.

In the commercial MRO business, the volume of orders under engine maintenance agreements increased by U.S. $652 million to U.S. $4,847 million in the financial year 2006. Three new contracts helped to boost this result: MTU’s largest-ever CF34 maintenance contract from Air Wisconsin, an exclusive contract from the IAE consortium for the maintenance of V2500 engines, and a major contract in the industrial gas turbine sector from Statoil. In February 2007, MTU received the largest-ever maintenance contract in its history from JetBlue Airways, which increased its volume of orders by about U.S. $2.2 billion (€1.7 billion).

Significantly improved operating results

MTU has improved its operating results in both its OEM and commercial MRO business segments. EBITDA increased by 33% in the commercial MRO segment and by 34% in the OEM segment. “In addition to the positive development of our maintenance business and the rising demand for spare parts, these good results are also indicative of the success of our measures to improve efficiency and profitability,” notes Chief Financial Officer Reiner Winkler. “The effect of these programs will continue to impact our results in future years. MTU had an EBITDA margin of 13.2% in 2006. In 2007 we aim to achieve 14%, and our longer-range target is 15%.” An EBITDA margin of 14.7% was achieved in the OEM segment, and of 10.8% in the commercial MRO segment.
Proposed dividend payment of €0.82 per share

The main factors in the sharp increase in adjusted net income to €121.8 million were the growth in operating profit and the significantly improved financial result. In Winkler’s words: “Our shareholders are entitled to a share of this profit. We will therefore be proposing a dividend payment of €0.82 per share at the Annual General Meeting, which represents an increase of 12% over the sum paid out in 2006.”

11% of OEM revenues put into research and development

Research and development expenses were €169.9 million in 2006, around the same level as 2005 (€171.9 million). This represents 11% of revenues from the OEM business, in which these research and development expenses were incurred. Out of this total expenditure, €80.6 million was accounted for by in-house funding of research and development expenses. The main focus of these activities lay on the TP400-D6 and MTR390 development programs and a variety of technology projects concerning the development of new engines.

Capital expenditure up 33%

MTU’s outlay on capital investments rose by 33% by comparison with 2005. Capital expenditure increased from €85.7 million to €114.1 million. The largest investments were in program participations and technical equipment, plant and machinery.

7,077 employees, including 4,545 based in Munich

The number of employees at MTU Aero Engines had increased to 7,077 at year-end 2006. This figure is 2% higher than at the end of 2005 (6,930 employees). The increase is mainly attributable to new recruitment at the Hannover site in response to the rapidly growing demand for maintenance services.
MTU continues its share buyback program

MTU intends to buy back up to one million treasury shares on the stock exchange over the next six months. The company’s Board of Management has resolved to make use of the corresponding authorization granted by the Annual General Meeting. MTU has already purchased around 1.8 million treasury shares on the open market. The bought-back shares will be used to service the €180-million convertible bond issue launched by MTU on January 23, 2007.

MTU Aero Engines – Key financial data for 2006

(Figures quoted in € million, calculated on a comparable basis, statements prepared in accordance with IFRS. Figures calculated on a comparable basis apply adjustments to the IFRS consolidated results to exclude restructuring and transaction costs, capitalized R&D costs, and the effects of IFRS purchase accounting.)
	MTU Aero Engines


	2006


	2005*


	Change

	Revenues
	2,416.2
	2,182.7
	+ 10.7 %

	   of which OEM business
	1,483.1
	1,434.8
	+ 3.4 %

	         of which commercial engine business
	993.5
	943.4
	+ 5.3 %

	         of which military engine business
	489.6
	491.4
	- 0.4 %

	   of which commercial MRO business
	954.7
	766.9
	+ 24.5 %

	EBITDA (calculated on a comparable basis)
	318.2
	238.7
	+ 33.3 %

	   of which OEM business
	217.7
	162.4
	+ 34.1 %

	   of which commercial MRO business
	103.4
	77.8
	+ 32.9 %

	Net income (IFRS)
	89.1
	32.8
	+ 171.6 %

	Net income (adjusted)
	121.8
	53.1
	+ 129.4 %

	Earnings per share (adjusted)
	€2.25
	€0.97
	+ 132 %

	Cash flow from operating activities
	209.8
	291.7
	- 28.1 %

	Research and development expenses
	169.9
	171.9
	- 1.2 %

	   of which company-funded R&D
	80.6
	83.8
	- 4.0 %

	   of which outside-funded R&D
	89.3
	88.1
	+ 1.4 %

	Capital expenditure
	114.1
	85.7
	+ 33.1 %

	
	Dec. 31, 06
	Dec. 31, 05
	Change

	Order backlog, adjusted to eliminate effects of U.S. dollar exchange rate
	3,563.7
	3,580.9
	- 0.5 %

	Order backlog
	3,342.3
	3,580.9
	- 6.7 %

	of which OEM business
	3,218.4
	3,433.8
	- 6.3 %

	of which commercial MRO business
	124.1
	147.5
	- 15.9 %

	Value of MRO contracts on engines for which maintenance agreements are in place, in U.S. $
	4,847.0
	4,195.1
	+ 15.5 %

	Number of employees
	7,077
	6,930
	+ 2.1 %


* adjusted due to proportionate consolidation of 50% interest in MTU Maintenance Zhuhai
Outlook 2007

	in € million
	2006
	Outlook 2007
	Change

	Revenues
	2,416.2
	2,600
	+ 8 %

	Adjusted EBITDA
	318.2
	365
	+ 15 %

	Free cash flow
	115.7
	70
	- 40 %

	Adjusted net income for the year
	121.8
	140
	+ 15 %


MTU Aero Engines is the leading German manufacturer of aircraft engines and a major player in the industry. Together with its affiliates, the company maintains a presence in all essential markets and regions. In the commercial engine sector, MTU has close working ties with the world’s major aero engine manufacturers – General Electric, Pratt & Whitney and Rolls-Royce. In the military sector, MTU is the lead industrial partner for almost every type of engine operated by the German armed forces, and an important partner in all major military aero engine programs in Europe. MTU is the world’s largest independent provider of MRO services for commercial aero engines in terms of revenue.
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All press releases and photos: http://www.mtu.de

The Annual Report can be downloaded from the Internet at www.mtu.de under Investor Relations. It is available in PDF format or alternatively, from mid-April 2007, in hardcopy print format.

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.
� EBITDA = Earnings before interest, tax, depreciation and amortization, calculated on a comparable basis
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