Crossing borders

Experience from the front lines of company M&A

Aerospace & defence industry consolidation

1980

1985

1990

1995

2000

Martin Aerospatiale British
Boeing Marietta Northrop CASA Aerospace

+ Py t
E3 Argo Systems E3 Royal Ordnance

K Gould
DASA
(MBB, MTU, TST, Dornier)

H Litton Precision Gear H GE Aerospace
H Rockwell International H GD Space Systemsn Grumman and

H McDonnell Douglas H Lockheed Vought Aircraft
H Loral H Westinghouse E Siemens Plessey
L3 E3 Logicon EJ siemens ST (MBD)
[ +] Hughes Space E3 saab (35%)
E3 Autometric 3 Matra Haute B MES
Comsat Vought Aircraft EADS
Litton Industries MBDA (37.5%) E3 MBDA (37.5%)
TRW H Astrium stake
H Titan Corp H EuroSystems (50%)
4 wonramor EADS
BoEING LockuEED MARTE T > >

Over US$75bn of transactions involving over 35 companies




Global defence spending
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+ Reduced defence budgets post-Cold War and post-first Gulf War

+ More expensive technology—R&D costs spread / duplication eliminated

Defence spending has reduced over the last 15 years

Civil aerospace cyclicality

World airline profitability
+ Recession in the early ‘90s produced large
industry losses and low aircraft deliveries
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5,000 demand of global passenger traffic

+ Large capital requirements to develop new aircraft

- platforms
R4
g 0 i + Customers focused on efficiency and cost-
K] i saving—strong demand for fleet standardisation
5 i
E 5000 + Global support base required
g6
(10,000) !
(15,000)

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008

Source: ICAO

After a strong finish to the ‘90s, airlines are not
expected to return to profitability again until 2005
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Aero engine industry
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MTU is a full revenue and risk-sharing partner




MTU Aero Engines—overview

Sales—€1.9 billion
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MTU has a diverse revenue stream

MTU Aero Engines—portfolio
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MTU has a broad portfolio of engines




MTU Aero Engines Revenue
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MTU revenues reached a cyclical low in 2003
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Summary

+ High technology content and owned IP
+ Repeat business and aftermarket

+ Military exposure brings stability

+ Major investment has already occurred

+ Room for operational improvements

+ Visible growth drivers—cyclical rebound and aftermarket recovery

Aerospace + Valuations were low when compared to cyclical highs

sector . )
+ Civil aerospace remains a growth market

¢ Buying at the bottom of cycle
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