Company: Boeing | Ticker: BA Current Price: $172.69 ‘ Industry: Aerospace

Target Price: $237.65 TTM P/E: N/A Beta: 1.44 Market Cap: $102.92

Stop Loss: 155.01 (-10.58%) Forward P/E: 54.95x Credit Rating: BBB- Avg Vol: 7,643,829

52 Week High/Low: $ 113.02 - 231.50 EPS: -8.28 Rating Outlook: Dividend Yield: 0%
Negative

Company Background:

Boeing is one of two global suppliers of large commercial aircraft alongside main competitor, Airbus; and is also one of
the top five U.S. defense contractors

Industry Outlook:

Our fundamental outlook for the Aerospace & Defense (A&D) sub-industry for the next year is neutral. We expect the
step-up in U.S. and allied defense spending post-Russian invasion to drive healthy sales growth for defense businesses,
which make up roughly 65% of sub-industry revenue. However, much of this boost will likely be offset by the negative
impact of high inflation on fixed-price contracts. We see strong year-over-year growth for commercial aerospace

businesses, but earnings will likely still be below pre-pandemic levels for firms with high exposure to Boeing’s 737 or
787 programs.

Investment Risks:

BA faces risk from complexity of modern aircraft, cyclical demand, and high debt. Technical errors can result in tragic
loss of life and billions in liabilities. This was the case with BA’s 737 MAX grounding (2019-2020) and delivery halt on
the 787 (2021-2022). Airlines also carry high financial risk, sometimes failing to make scheduled plane purchases. BA’s
defense business is more stable, but it faces unique risks like cost overruns on long-term fixed price contracts. We see
some risk mitigation from BA’s durable duopoly position in large passenger jets and a strong long-term demand
trajectory for commercial aviation.

3-5 Takeaways from last quarter investor call transcripts

. Operating cash flow of $3.2 billion; continue to expect positive free cash flow for 2022
. Resumed 787 deliveries and delivered 9 airplanes
° Recorded losses on fixed-price defense development programs

. Revenue of $16.0 billion; GAAP loss per share of ($5.49) and core (non-GAAP) * |oss per share of
($6.18)

o Total backlog of $381 billion; including over 4,300 commercial airplanes
Financial Performance Discounted Cash Flow
For the Fiscal Period Ending 12 months 12 months 12 months 12 months 12 months L™

Dec-31-2017 Dec-31-2018 Dec-31-2019 Dec-31-2020 Dec-31-2021 12 months
Profitability Boeing(BA)
Return on Assets % 6.2% 6.4% (1.0%) (3.6%) (0.3%) (2.1%) i s
Retum on Capital % 534% 54.7% (7.6%) (15.2%) (0.9%) (6.7%) bophedocis
Return on Equity % 653.1% 985.4% NM NM NM NM
Retum on Common Equity % 684.0% 1,048.6% NM NM NM NM o
Margin Analysis :
Gross Margin % 18.5% 19.4% 6.2% (2.1%) 8.3% 15%
SG&A Margin % 44% 45% 48% 1.7% 5.8% 4.7%
EBITDA Margin % 129% 138% 0.2% (10.2%) 23% (4.4%)
EBITA Margin % 10.8% 1.7% (2.7%) (13.5%) (0.6%) (7.2%)
EBIT Margin % 10.8% 1.7% (2.7%) (14.0%) (1.1%) (7.6%)
Eamings from Cont. Ops Margin % 9.0% 103% (0.8%) (20.5%) (6.9%) (13.9%)
Net Income Margin % 9.0%. 10.3% (0.8%) (20.4%) (6.7%) (13.7%)
Net Income Avail. for Common Margin % 9.0% 10.3% (0.8%) (20.4%) (6.7%) (13.7%)
Normalized Net Income Margin % 6.8% 7.2% (1.8%) (10.7%) (3.0%) (7.2%)
Levered Free Cash Flow Margin % 8.6% 8.2% (3.7%) (22.2%) (1.2%) 6.7%
Unlevered Free Cash Flow Margin % 8.9% 8.5% (3.1%) (19.9%) 1.5% 9.4%
Asset Turnover
Total Asset Tumover 0.9x 0.9x 0.6x 0.4x 0.4x 0.4x
Fixed Asset Turnover 7.4x 8.0x 5.8x. 4.3x 4.9x 5.7x
| Accounts Receivable Tumover 9.7x 8.1x 5.8x 52x 5.9% 5.1x
Inventory Tumover 1.5x 1.3x 1.0x 0.7x 0.7x 0.7x
Short Term Liquidity
Current Ratio 1.1x 1.1x 1.1x 1.4x 1.3x 1.2x
Quick Ratio 0.3x 0.3x 0.2x 0.4x 0.3x 0.3x
Cash from Ops. to Curr. Liab. 0.2x 0.2x NM NM NM 0.0x
Avg. Days Sales Out 376 451 625 70.0 62.1 720
Avg. Days Inventory Out 2494 27178 3541 4885 5134 488.1
Avg. Days Payable Out 451 555 60.6 80.9 748 624
Avg. Cash Conversion Cycle 2419 2674 356.0 4776 500.8 4978
Long Term Solvency
Total Debt/Equity 649.0% 3377.3% NM NM NM NM
Total Debt/Capital 86.6% 97.1% 141.0% 138.6% 133.1% 144.6%
LT Debt/Equity 571.0% 2,599.3% NM NM NM NM
LT Debt/Capital 76.2% 74.7% 103.5% 134.4% 129.7% 130.8%
Total Liabilities/Total Assets 98.5% 99.7% 106.2% 111.9% 110.7% 112.8%
Relative Valuation Total Return %
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