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MTU Aero Engines slightly raises earnings forecast following nine-month results
1. 2016 operating profit expected to reach around €500 million
1. Net income for the year estimated at €340 million

Munich, October 25, 2016 – In the first nine months of 2016, MTU Aero Engines AG saw its revenues increase by 4% to €3,401.3 million (1-9/2015: €3,257.0 million). The group’s operating profit[footnoteRef:1] increased by 18% to €393.8 million (1-9/2015: €333.1 million), improving the EBIT margin from 10.2% to 11.6%. Earnings after tax[footnoteRef:2] increased by 18% to €273.4 million (1-9/2015: €231.4 million). [1:  Adjusted EBIT = Earnings before interest and tax, calculated on a comparable basis]  [2:  Adjusted net income = Earnings after tax, calculated on a comparable basis] 


“Our earnings in the first nine months of 2016 have progressed better than we expected,” said Reiner Winkler, CEO of MTU Aero Engines AG. “Based on these results and on our expectations for the fourth quarter, we raise our earnings forecast for the second time this year.” By year-end, MTU now expects adjusted EBIT to grow to around €500 million. The original forecast was of around €480 million (adjusted EBIT 2015: €440.3 million). The group’s net income is expected to increase in line with adjusted EBIT, to reach around €340 million at year end. The previous forecast for net income was €330 million (2015: €306.9 million). MTU has not changed its revenue forecast, which remains at €4.7 billion (2015: €4.4 billion).

The increase in MTU’s revenues is primarily due to strong growth in the commercial maintenance business, where revenues grew by 19% to €1,368.3 million (1-9/2015: €1,148.4 million). The main source of these revenues was the V2500 engine for the A320. “MTU Maintenance keeps striding from one best performance to the next,” said Chief Program Officer Michael Schreyögg. “With third-quarter revenues of €475.0 million, the business unit has beaten previous quarterly records four times in a row. This string of successes is likely to be reflected in the year-end results.” For 2016, MTU expects its commercial maintenance revenues, in U.S. dollar terms, to increase by a percentage in the mid-to-high teens. Until now, a growth rate of 10% had been forecast.

Revenues in the commercial engine business have decreased slightly, by 3%, to €1,738.3 million 
(1-9/2015: €1,792.8 million). “Growth has been held back by the postponement of the PW1100G-JM engine for the A320neo,” Schreyögg explained. “The effect on the full-year is such that we now expect new engine sales, in U.S. dollar terms, to equal the previous year’s level, instead of increasing by a percentage in the mid-single-digit range.” The engine programs V2500, GP7000 for the A380 and GEnx for the Boeing 787 and 747-8 generated the greatest share of revenues in the commercial engine business. MTU expects deliveries of the PW1100G-JM for the A320neo to rise steeply in the fourth quarter, pushing revenues up accordingly.

Revenues in the military engine business increased slightly by 3% to €356.8 million (1-9/2015: €345.9 million). The EJ200 Eurofighter engine was the main source of these revenues. In its full-year forecast, too, MTU expects military engine revenues to increase slightly. Until now, revenues were expected on the same level as 2015.

At September 30, 2016, MTU had an order backlog of €11,153.0 million (Dec 31, 2015: 
€12,493.7 million). The majority of these orders relate to the V2500 and the geared turbofan engines of the PW1000G family, in particular the PW1100G-JM for the A320neo.

Both of MTU’s operating segments reported higher earnings in the first nine months of 2016. In the OEM segment, adjusted EBIT climbed 20% to €264.5 million (1-9/2015: €220.4 million), while the EBIT margin gained 2.3 percentage points to reach 12.6 percent. In the commercial maintenance segment, adjusted EBIT improved by 14.8% from €112.4 million to €129.0 million, resulting in an EBIT margin of 9.4%, compared with 9.8% for the same period in 2015.

[bookmark: _GoBack]Research and development expenses, at €157.9 million, were on the same level as in the comparable period of 2015 (1-9/2015: €155.8 million). In addition to existing and future geared-turbofan programs, the focal areas of MTU’s R&D activities were the GE9X engine for the Boeing 777X long-haul airliner, various technology studies and R&D projects relating to next-generation engine design.

MTU’s free cash flow at the end of September 2016 amounted to €75.0 million (1-9/2015: 
€119.4 million). “We expect to see a similar volume at the end of the year and have maintained our forecast of around €70 million,” said Winkler.

MTU has boosted its capital expenditure on property, plant and equipment by 40% to €91.5 million 
(1-9/2015: €65.2 million). “One of the more important purposes of this capital expenditure was the completion of our final assembly line for the PW1100G-JM,” added Chief Operating Officer Dr. Rainer Martens. “The new assembly line was inaugurated last week and we have already delivered the first MTU-assembled engine to Airbus.”

MTU had 8,380 employees on its payroll at September 30, 2016, or roughly the same number as at the end of 2015 (December 31, 2015: 8,334 employees).


MTU Aero Engines – Key financial data for January through September 2016
(Figures quoted in € million, adjusted, statements prepared in accordance with IFRSs)


	MTU Aero Engines

	Q3 2015
	Q3 2016
	at Sep. 2015

	at Sep. 2016
	Change

	Revenues
	1,055.0
	1,102.1
	3,257.0
	3,401.3
	+ 4.4%

	   of which OEM business
	671.6
	654.0
	2,138.7
	2,095.1
	- 2.0%

	      of which commercial engine business
	541.0
	537.4
	1,792.8
	1,738.3
	- 3.0%

	      of which military engine business
	130.6
	116.6
	345.9
	356.8
	+ 3.2%

	   of which commercial maintenance
	394.2
	475.0
	1,148.4
	1,368.3
	+ 19.1%

	EBIT (adjusted)
	120.3
	139.7
	333.1
	393.8
	+ 18.2%

	   of which OEM business
	81.2
	95.0
	220.4
	264.5
	+ 20.0%

	   of which commercial maintenance
	38.9
	44.5
	112.4
	129.0
	+ 14.8%

	EBIT margin (adjusted)
	11.4%
	12.7%
	10.2%
	11.6%
	 

	   for OEM business
	12.1%
	14.5%
	10.3%
	12.6%
	 

	   for commercial maintenance
	9.9%
	9.4%
	9.8%
	9.4%
	 

	Net income (adjusted)
	84.2
	97.3
	231.4
	273.4
	+ 18.2%

	Net income (reported)
	47.8
	83.8
	151.8
	242.4
	+ 59.7%

	Earnings per share (undiluted, reported)
	0.93
	1.63
	2.97
	4.73
	+ 59.3%

	Free cash flow
	32.7
	5.2
	119.4
	75.0
	- 37.2%

	Research and development expenses
	53.8
	44.3
	155.8
	157.9
	+ 1.3%

	   of which company-funded 
	45.8
	35.9
	124.9
	127.1
	+ 1.8%

	   of which outside-funded 
	8.0
	8.4
	30.9
	30.8
	- 0.3%

	Company-funded R&D expenditure
	21.9
	14.6
	46.2
	53.1
	+ 14.9%

	Capital expenditure on property, plant and equipment (net)
	29.1
	32.3
	65.2
	91.5
	+ 40.3%

	
	

	
	
	
	Dec. 31, 2015
	Sep. 30, 2016
	Change

	Balance sheet key figures
	
	
	
	
	

	Intangible assets
	
	
	2,214.0
	2,236.0
	+ 1.0%

	Cash and cash equivalents
	
	
	53.1
	398.5
	+ 650.5%

	Pension provisions
	
	
	801.7
	960.2
	+ 19.8%

	Equity
	
	
	1,300.6
	1,438.4
	+ 10.6%

	Net financial debt
	
	
	881.2
	863.2
	- 2.0%

	Total assets and liabilities
	
	
	5,188.3
	5,649.9
	+ 8.9%

	
	
	
	
	
	

	Order backlog
	
	
	12,493.7
	11,153.0
	- 10.7%

	of which OEM business
	
	
	6,830.6
	5,842.9
	- 14.5%

	of which commercial maintenance
	
	
	5,663.1
	5,310.1
	- 6.2%

	
	
	
	 
	 
	 

	Employees
	
	
	8,334
	8,380
	+ 0.6%






About MTU Aero Engines
MTU Aero Engines AG is Germany’s leading engine manufacturer, with core competencies in low-pressure turbines, high-pressure compressors, turbine center frames, manufacturing processes and repair techniques. MTU plays a key role in the new engine market through its partnership in many international development, manufacturing and sales programs, to which it contributes its high-tech components. One third of the global fleet of passenger airliners relies on components supplied by MTU. MTU is one of the world’s top 5 providers of maintenance services for commercial aircraft engines and industrial gas turbines. These activities are combined under the roof of MTU Maintenance. In the military sector, MTU Aero Engines is the lead industrial partner for almost every type of engine flown by the German armed forces. MTU operates affiliates around the globe; its corporate headquarters are based in Munich, Germany.

Geared Turbofan is a trademark application of Pratt & Whitney
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Press archive and photos http://www.mtu.de


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.
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