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Disclaimer
This presentation is not for release, publication or distribution, directly or
indirectly, in or into any jurisdiction in which such publication or distribution is
unlawful.
This presentation is for information only and shall not constitute an offer or
solicitation of an offer to buy or sell securities, nor shall there be any sale or
purchase of securities in any jurisdiction in which such offer, solicitation or sale
would be unlawful prior to registration or qualification under the securities laws of
any such jurisdiction. It is solely for use at an investor presentation and is
provided as information only. This presentation does not contain all of the
information that is material to an investor. By attending the presentation or by
reading the presentation slides you agree to be bound as follows:This presentation has been organised by Meggitt PLC (the “Company”) in order
to provide general information on the Company.
This presentation does not constitute an offer or an agreement, or a solicitation
of an offer or an agreement, to enter into any transaction (including for the
provision of any services).
The information contained in this presentation has not been independently
verified and no representation or warranty, express or implied, is made as to,
and no reliance should be placed on, the fairness, accuracy, completeness or
correctness of the information or opinions contained herein. The information set
out herein may be subject to updating, revision, verification and amendment and
such information may change materially.
This presentation and the information contained herein are not an offer of
securities for sale in the United States and are not for publication or distribution
to persons in the United States (within the meaning of Regulation S under the
United States Securities Act of 1933, as amended (the “Securities Act”)). The
bonds discussed in this presentation have not been and will not be registered
under the Securities Act and may not be offered or sold in the United States
except to QIBs, as defined in Rule 144A, in reliance on Rule 144A or another
exemption from, or transaction not subject to, the registration requirements of the
Securities Act.
No part of this material may be (i) copied, photocopied, or duplicated in any form,
by any means, or (ii) redistributed, published, or disclosed by recipients to any
other person, in each case without the Company’s prior written consent.
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This presentation includes statements that are, or may be deemed to be,
“forward-looking statements”. These forward-looking statements can be
identified by the use of forward-looking terminology, including the terms
“anticipates”, “believes”, “estimates”, “expects”, “aims”, “continues”, “intends”,
“may”, “plans”, “considers”, “projects”, “should” or “will”, or, in each case, their
negative or other variations or comparable terminology, or by discussions of
strategy, plans, objectives, goals, future events or intentions. These forwardlooking statements include all matters that are not historical facts. By their
nature, forward-looking statements involve risk and uncertainty, because they
relate to future events and circumstances. Forward-looking statements may,
and often do, differ materially from actual results.
In relation to information about the price at which securities in the Company
have been bought or sold in the past, note that past performance cannot be
relied upon as a guide to future performance. In addition, the occurrence of
some of the events described in this document and the presentation that will be
made, and the achievement of the intended results, are subject to the future
occurrence of many events, some or all of which are not predictable or within
the Company's control; therefore, actual results may differ materially from those
anticipated in any forward looking statements. Except as required by the
Financial Services Authority, the London Stock Exchange plc or applicable law
or regulation, the Company disclaims any obligation to update any forwardlooking statements contained in this presentation.
This presentation and its contents are confidential and may not be reproduced,
redistributed or passed on, directly or indirectly, to any other person or
published, in whole or in part, for any purpose and it is intended for distribution
in the United Kingdom only to: (i) persons who have professional experience in
matters relating to investments falling within Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”);
or (ii) persons falling within Article 49(2) (a) to (d) of the Order (all such persons
together being referred to as “relevant persons”). This presentation or any of
its contents must not be acted or relied upon by persons who are not relevant
persons. Any investment or investment activity to which this communication
relates is available only to relevant persons and will be engaged in only with
relevant persons.

Overview
Robust business model with a good growth outlook
We remain positive on the medium term trends
− Strong traffic growth
− Record order backlog at OEMs
− Growing military budgets
− Clear plans to mitigate aftermarket headwinds

Long term outlook for growth ahead of end markets
Continued focus on execution and cost control
− Headcount reduction aligns cost base to current demand environment
− Implementation of the Meggitt Production System on track
− Footprint rationalisation programme plans progressing

Investor day to be held in April 2016
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Meggitt business model
Capturing medium-term growth
Smart Engineering for Extreme Environments
− Invest in industries with long life assets/high certification requirements
− Where equipment works in harsh environments
− Aerospace, defence and energy focus

Secure enduring/profitable income streams
−
−
−
−

Create proprietary product and manufacturing technology
Establish positions on new platforms, preferably on a sole source basis
Win ‘life of programme’ OE contracts, building a broad installed base
Participation in multi-decade spares and repairs cycle

Underpinned by ongoing transformation programme:
−
−
−
−
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Customer satisfaction
Operational excellence
Performance culture
Key drivers: MPS and CSS

What happened in September?
Volumes lower than expected across all end markets
− Driven by both cyclical factors and changing market dynamics
− Civil OE up modestly; aftermarket flat
− Military volumes declined
− Continued weakness at Heatric
− Softening in other energy businesses

End market mix negatively impacted margin
− Surplus market has grown – changing customer behaviour
− Very high delivery rates in recent years have skewed aftermarket revenue
towards younger aircraft

Customer and peer dialogue affirms continued confidence in the
medium-term outlook
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What are we doing about it?
Short and longer-term measures
Immediate action to reduce costs
− Planned headcount reduction of 300
− Includes Heatric reductions announced in August

Establishment of new aftermarket business, CSS
Continue to deliver benefits from MPS
− Site roll-out nearly complete
− First green exits in December 2015
− Roll-out at recently acquired sites as part of integration plans

Site rationalisation programme
− Clear plan developing – activity will significantly increase following
completion of ramp-up in key new programmes
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What are we doing about it? (cont’d)
Customer Services and Support (CSS)
Centralise and incentivise existing aftermarket sales and support
teams
− Increase engagement and proactivity with customers to capture greater
wallet share
− Better customer support and satisfaction will drive future revenue growth

Greater but selective involvement in MRO
− Opportunity for mid-life upgrade and retrofit revenue streams

Consolidate distribution network over medium term
− Existing network of 128 distributors, scope for rationalisation

Engage directly in surplus parts market via strategic partnerships
− Enhance product and market insight
− Enable effective and competitive market participation
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Outlook for 2015
Trends remain in line with trading update
Organic growth rates to end of 3rd quarter
−
−
−
−
−

Civil OE
Civil AM
Military
Energy
Group

+3%
+3%
+3%
–17%
+1%

Based on actual results for October and November, view on the full
year outturn consistent with guidance of 28 October
− December is the largest revenue month of the year
− Limited short-term visibility of aftermarket revenue

Operating cashflow remains strong
− Good free cash flow during period of elevated organic investment
− Board remains committed to progressive dividend policy
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Confidence in medium term outlook
Strong order backlog at aircraft and engine manufacturers
−

>15 new aircraft platforms to enter into service over next five years

Continued success in securing positions on new platforms
Increasing share of large business jet fleet
50% of commercial fleet less than 10 years old, driving long-term
aftermarket sales
−

Majority of fleet mix rebalancing has already taken place

Capture greater revenue share of surplus parts market
Military budgets returning to growth
Recent acquisitions of EDAC and Cobham’s composite businesses
enhance our positions on growth platforms
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Strong future cash flow prospects
Current investment phase underpins confidence in medium term
Capitalised development costs by phase of revenue generation
£m

Current position

Generating revenue – AM only

400

2%

350
300

31%

In development – EIS 0-2 years away
In development – EIS 2-4 years away

250

6%

200

In development – EIS 4+ years away

27%

150
100

27%

50

7%

0

Current
position
Cumulative
cash flow £
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Generating revenue – OE & AM
Generating revenue – OE only

Long
Term
Average

>50% of investment not yet
generating a return
Investment peaking in
2015/2016

Attractive aftermarket fleet profile
Trends 2008-2014
Total civil fleet size

2008

16%

21%
44%

49%
35%

35%

Total civil AM revenue

36,423

Meggitt has captured
greater share of revenue
Aftermarket fleet profile
rebalanced toward younger
aircraft

42,032

16%

17%

−

36%
53%

Substantive mix shift in
last 6 years

30%
48%

£360.4m
0 – 10 years
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Success in securing
positions on new
programmes

2014

£439.6m
10 - 20 years

>20 years

Underpins future
aftermarket revenue

What does this mean for 2016 & medium-term?
This replaces previous revenue guidance
% of sales to
end of Q3 2015

Civil OE

Civil
Aftermarket

Military

Energy & other

2016 Outlook
Sales

Mix

Medium-term expectations

•

Aircraft and engine manufacturer order books support
sustained OE growth through the medium term. Shipset
gains support medium term growth ahead of the market.

•
•

Strong and growing market positions, often on a
sole-sourced basis, support good growth potential
through the medium term. Uncertainty around the supply
of surplus parts inhibits near-term visibility.

•

US FY16 budget agreement suggests good growth
potential beyond 2016, with increasing focus on
equipment reset presenting opportunities for retrofit
contracts.

•

Near term challenges persist in the energy market, but a
strong technology franchise in Heatric and growth
opportunities in energy condition monitoring underpin
confidence in the medium term.

•

Expectation that Meggitt will outgrow its markets over the
cycle

20%

29%

34%

17%

100%

GROUP
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2016 Outlook – low single digit
organic growth. M&A will
increase reported revenue

Summary

Robust business model with a strong growth profile:
−

New CSS organisation will mitigate aftermarket headwinds

Costs aligned to current demand environment
Continued focus on execution and cost control
We remain positive on the medium term trends
Long term outlook for growth ahead of end markets
Full investor day to be held in April 2016 including:
−
−
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Customer Service & Support
Meggitt Polymers & Composites

