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1. BASIC INFORMATION
Boeing was founded in 1916, having over 100 years of history. This company is
within the aerospace industry, being the largest manufacturer of commercial jetliners,
defense, space, and security systems, and service provider of aftermarket products. It
currently stands as America’s biggest exporting manufacturer.
Boeing supports airlines, the US government, and customers in over 150 countries,
providing also custom solutions for clients. Boeing has products and services such as
commercial and military aircraft, satellites, weapons, electronic and defense systems,
launch systems, advanced information and communication systems, and performancebased logistics and training.
It is currently traded on NYSE, belonging to the following indexes: Russell 1000,
Dow Jones Industrial Average, Dow Jones Composite Average, S&P5000 Industrial
Sector, Russell 3000, S&P 100, and S&P 500.

2. INVESTMENT SUMMARY
Boeing had its IPO on January 2nd, 1962 with a share price of $0.8230, 60 years
later it is still a major player in the aviation sector, having a major presence in the USA
and Europe, and currently standing with a Market Capitalization of $120.678B (as of
01/03/2022).
Covid-19 highly affected this company as its sector collapsed due to travel
restrictions. Companies stopped ordering as many planes as before, having caused a
loss of $372B in the industry for 2020. Boeing wasn’t a stranger to this free fall, having
reached $95.01 per share on March 16th, 2020, this resulting in a fall of over 70% in 1
month. It has currently recovered from that all-time low and is currently standing at
$193.76 per share, having grown 104% since then, although still far from its prestigious
days.
The 52-week range is 178,97-278.57, showing a somewhat stable performance.
Boeing currently has a P/E at loss, an EPS of $7.13, and with a current close of $197.94,
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as of March 2nd, the recommendation of our analysts is to HOLD, due to ongoing
recovery from Covid-19 and the current uncertainty that the Russia-Ukraine conflict might
bring, shown by the target price of $184 - further information is provided in the Valuation
part of this Equity report.

3. BUSINESS DESCRIPTION
Boeing is an aviation producer, focusing on aerospace and defense technology by
supporting airlines and US and allied government customers in more than 150 countries.
Its technology, products, and custom services include commercial and military
aircraft, satellites, defense systems, launch systems, advanced information and
communication systems, and performance-based logistics and training.
It was founded on July 15th, 1916, its main purpose was to produce quality and
reliable airplanes. Nowadays, they focus on the production of airplanes, but also on many
others things such as aerospace technology, information and communication systems,
performance-based logistics and training, defense systems, satellites, launch systems,
and custom solutions for clients.
Boeing currently has over 140,000 employees, being present in over 65 countries.
Its headquarters are currently in Chicago.
To differentiate themselves from the competition, Boeing teams up with suppliers
from different countries to develop technologies and design concepts, which in turn helps
gain market in these countries, since companies that have a stake in Boeing are more
likely to buy from Boeing than its competitors. Boeing also differentiates by providing an
increased seating capacity of its aircrafts, increasing engine capacity, and manufacturing
a wide range of products.
Despite Covid-19 slowdowns, Boeing had a revenue of $62.3 billion in 2021, with
an operating cash flow of $3.4 billion, recovering slightly from its major losses back in
2020, when the loss per share was $23.25.
Boeing’s sales have been growing over the years, excluding Covid slowdowns, as
we can see in the following graph.
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Figure 1: Total revenues, in millions of USD, between 2013 and 2021 (Source: Finbox)

Regarding the sales by segments, we can see how they are distributed in the
following graph:

Sales by Segment

Figure 2: Sales by Segment (Source: CSI market)
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Regarding the Sales by region, we have the following:

Sales by Region

Figure 3: Sales by Region (Source: Craft)

Regarding the market share, the current situation is as follows:
Market Share

Figure 4: Market Share (Source: Reuters)
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4. MANAGEMENT & GOVERNANCE
4.1. Management & Governance
Corporate officers

Name

Position

David L. Calhoun

President and Chief Executive Officer

B. Marc Allen
William A. Ampofo II
Uma Amuluru
Michael A. Arthur
Leanne G. Caret
Theodore Colbert III
Michael D'Ambrose
Edward L.
Dandridge
Stanley A. Deal
Michael Delaney
David A. Dohnalek
Susan Doniz
Brett C. Gerry
Gregory L. Hyslop
Elizabeth Lund
Carole A. Murray

Chief Strategy Officer and Senior Vice President,
Strategy and Corporate Development
Vice President, Parts & Distribution Services and Supply Chain,
Boeing Global Services
Chair, Supply Chain Operations Council
Chief Compliance Officer
Vice President, Global Compliance
Senior Vice President
President, Boeing International
Executive Vice President
President and Chief Executive Officer, Boeing Defense, Space &
Security
Executive Vice President
President and Chief Executive Officer, Boeing Global Services
Chief Human Resources Officer
Executive Vice President, Human Resources
Chief Communications Officer
Senior Vice President, Communications
Executive Vice President
President and Chief Executive Officer, Boeing Commercial
Airplanes
Chief Aerospace Safety Officer
Senior Vice President, Global Aerospace Safety
Senior Vice President
Treasurer
Chief Information Officer
Senior Vice President, Information Technology & Data Analytics
Chief Legal Officer
Executive Vice President, Global Compliance
Chief Engineer
Executive Vice President, Engineering, Test & Technology
Senior Vice President and General Manager, Airplane Programs,
Boeing Commercial Airplanes
Chair, Program Management Operations Council
Vice President, Total Quality, Boeing Commercial Airplanes
Chair, Quality Operations Council

Ziad “Z” Ojakli

Executive Vice President, Government Operations

William H. Osborne

Senior Vice President, Total Quality and Operations, Boeing
Defense, Space & Security
Chair, Manufacturing Operations Council
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Chris Raymond
Brian West

Chief Sustainability Officer
Vice President, Global Enterprise Sustainability
Chief Financial Officer
Executive Vice President, Finance

4.2. Institutional Ownership
Name

%Shares Held

Shares owned

Newport Trust Co

7,46%

43,906,04

The Vanguard Group, Inc.

6,96%

40,957,305

SSgA Funds Management, Inc.

4,52%

26,605,010

BlackRock Fund Advisors

3,96%

23,337,578

Loomis, Sayles & Co. LP

2,27%

13,367,929

Fidelity Management & Research

1,64%

9,650,499

Geode Capital Management LLC

1,46%

8,616,520

Northern Trust Investments, Inc.

0,85%

5,013,641

Capital Research and Management Company

0,77%

4,542,656

BMO Asset Management

0,73%

4,267,499

Ownership Profile
Institutional investors represent a small majority (54,3%) of the Boeing Co shares,
at the end of 2021. The two largest investors are the Newport Trust Company and the
Vanguard Group, both American funds that each own about 8-9 billion dollars in total
stock value. The biggest mutual fund that owns Boeing shares is the Vanguard Total
Stock Market Index Fund, with 2.84% outstanding. The total shares outstanding is about
583 million, and the company’s market cap is 120.83 billion dollars. Only 0,10% of total
outstanding shares are held by insiders, with the CEO owning the biggest number of
shares. The net shares purchased by the insiders over the last 6 months was 156,057
thousand, an increase in the trend, meaning there’s confidence from the board on the
company’s success. Some stock options were also exercised during the month of
February.
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5. RISK FACTORS
COVID-19 Related Risks
The aggravation of the COVID-19 global pandemic has come to decrease
commercial air traffic by 27% in 2022, when compared to the amount registered in 2019,
according to March 1st’s report by ICAO - International Civil Aviation Organization -. This
aspect has come to impact Boeing in its course of operations and adjacent results of
operations, concerning its financial condition and cash flows.
The operational challenges imposed on Boeing by the pandemic are a top
investment risk for investors, as they may imply possible production site shutdowns,
disruptive workplaces, and people’s mobility restrictions, as witnessed in the second
quarter of 2020, that negatively impacted production costs, delivery schedule and the
ability to meet customer commitments.

Market Conditions Risks
Boeing is facing ever-growing international competition and cross-border
consolidation of competition. Henceforth, the uncertainty surrounding the ability to
compete successfully against current or future competitors and the question of whether
competitive pressures will reduce the company's revenues and market share.
Non-US sales, including foreign military sales - FMS -, accounted for 37% of the
company's total revenue in 2020 and are expected to continue to account for a significant
portion of Boeing's revenues for the foreseeable future. Furthermore, there is an
investment risk when analyzing the unstable international market performance, that
depends on external, unpredictable factors.
Such factors include changes in regulatory requirements, fluctuations in
international currency exchange rates, the uncertain availability from the Export-Import
Bank of the United States to finance purchases, and the imposition of domestic and
international taxes, export controls, tariffs, embargoes, sanctions, and other trade
restrictions. Concerning the latter factor, the imposition of tariffs on certain Boeing
products was once caused by disputes between the United States and the European
Union related to large civil aircraft at the World Trade Organization - WTO.
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Thus, these impositions pose a threat to the trade relations between the United
States and the international scenario, negatively impacting Boeing’s revenues, operating
earnings, and cash flows.

6. INDUSTRY OVERVIEW & COMPETITIVE
POSITIONING
6.1. Industry Overview
Due to being one of the largest players in the aviation industry and to the bounce
from COVID restrictions, it's safe to say that Boeing is on a sound path to recover its
formal business and keep growing to meet the increasingly higher demand for airplanes.
To better understand the company and the macro-environmental factors that impact it,
let's take a deeper analysis using the PESTEL model:
Political
Decisions on regulations made by governments can have huge impacts on civil
aviation and, therefore, huge impacts on Boeing. Regulatory practices are of great
impact, as meeting and complying with the various regulations of the different countries
in which it operates, if they become too tight or too strict, can suffocate the company.
Being a plane manufacturer, all the policies that influence the activity of airliners
will also influence Boeing. Therefore, if companies have less activity, Boeing will sell
fewer planes. An active part in policymaking and corporate lobbying to better prepare for
possible changes is of great importance.
Economical
Boeing's performance in the U.S. correlates with the U.S. and its growth has been
due to globalization. Whether the economy is booming, in recession, or recovering, it
directly affects the demand for flights and aircraft.
GDP growth in emerging markets has gained more relevance, stimulating the
aviation business.
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Social
Operating globally, Boeing has benefited from a shift in consumer habits that is
happening in the form of a growing trend in air passenger transportation, generating
more activity and therefore more demand for the company's product. Traveling is more
and more a part of everyone's lives, and increasingly it is done by plane.
Increased specialization and higher education levels also help Boeing meet its
needs when it comes to labor.
Lastly, the contribution of the aviation sector to global warming can gain more
social relevance and change consumption patterns.
Technological
As the aviation industry is one of the most advanced in the world, technology is
crucial for it to evolve and remain competitive, as innovation is key in discovering new
levels of efficiency in airplanes. Especially in fuel consumption reduction, which is a key
factor in customer choice between aircraft manufacturers, as savings in this field are of
utmost importance.
Sometimes innovation and technology can become too complex, as was the case
with MCAS (Maneuvering Characteristics Augmentation System), a system developed
by Boeing to make the piloting of its 737 Max aircraft more accessible in more adverse
operating conditions. However, the problems brought about by this system became
Boeing's biggest nightmare when it allegedly led to the crash of two aircraft. This resulted
in the FAA and other competent bodies preventing this model from flying for almost two
years. This had major consequences for the image of the company, it hurt the customers
who had bought the planes, and was felt in Boeing's share price.
Environmental
Greater customer activism, with the pressure to reduce global warming and
emissions, demands that companies comply with legal regulations but also exceed them
and that Boeing become a stakeholder in the community with regards to environmental
protection. Added to this, environmental agencies are putting increasing pressure on
manufacturers.
There is now also more pressure for the correct management of waste, which can
bring new costs to the company but also could represent opportunities for savings in
recycled products and raw materials.
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Environmental regulations have also had an impact on changing innovation
priorities, which increasingly focus on meeting environmental standards and
expectations rather than following the traditional value proposition.
Legal
Boeing must constantly review whether the laws applied in the United States are
consistent with the World Trading Organization, in Europe and on other continents, and
how those affect the company.
It should also consider Data Protection and Intellectual Property Rights Laws, and
whether the regulation protects them. The average length of court disputes is also an
important consideration for aircraft manufacturers thanks to the billion-dollar lawsuits
characteristic of the sector.

PESTEL Conclusion
Boeing is a well-established player in the aviation market that undoubtedly has
suffered some serious problems recently that have impacted its image and business.
Social, economic, and environmental changes, as well as technological ones, all prove
to be important for the company's operation, and each one must be fully addressed for
Boeing to remain competitive, as failure in just one of the forces can greatly damage its
operation. Overcoming COVID restrictions should also play in the company's favor, as it
plays in the airlines' favor. As always, the company's ability to adapt will determine its
success.

Using Porter's Five Forces, we can get a better understanding of Boeing's
competitive position in relation to the global market:
Power of Buyers: Consumers can only choose between Boeing and Airbus, so the
choice on such a large market is compressed to just two options, which does not give
buyers the greatest bargaining power. However, the competition with Airbus is very high.
For these reasons, the power of buyers is moderate.
Power of Suppliers: Main suppliers are known names like General Electric, Rolls
Royce, Honeywell, etc. For the construction of its aircraft, it also relies on suppliers of
raw materials like aluminum, composites, and titanium. Most of its suppliers are huge
companies with the capacity needed to meet Boeing's demands, both in quantity and
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quality. Therefore, the power of suppliers is moderated by the balance of power, size,
and financial capacity, as well as the alignment of interests of both parties.

Threat of Substitute Products: The level of substitute products is low as the jet has
revolutionized the way we transport ourselves. There is no match for it. Moreover, Airbus
is the only real competitor that can match Boeing, and thanks to the level these two
companies operate at being so far advanced, even if Airbus is preferred, Boeing is still
full of orders for jet planes. So, the threat of substitute products is low.
Threat of New Entrants: The threat of new entrants is low as the barriers to entry in this
segment are extremely high. Some of the reasons for this were discussed in the previous
"strength". Adding to them are the large amounts of capital to invest; the know-how
required and the necessary supply chain to make it possible; and the legal framework
that makes it extremely difficult for new players to emerge.
Rivalry between Existing Companies: As mentioned earlier, Airbus is Boeing's only
real competitor. That said, there aren't as many competitors in the aircraft manufacturing
industry as there are in others, which puts Boeing in a good position when it comes to
competition.
On the other hand, the aviation industry is fierce, and customers always choose
the company that provides them with either a cheaper plane to buy or a cheaper plane
to operate. Both Boeing and Airbus are pushing their quality and innovation to the
maximum to be the brand of choice. The combination of these factors results in an overall
medium-to-high level of competition.

Conclusion
Boeing stands in a good place, being one of the leading aircraft manufacturers,
and having a growing demand due to a continuously higher demand for commercial
flights, yielding a stable future in the segment. The extremely high barriers to entry further
consolidate this position.
Suppliers are what may leave the company most exposed due to cost fluctuation,
and yet it is in the interest of the parties to come up with a viable cost structure for both
so that they can carry on their business. Boeing's huge backlog of aircraft shows all the
above points and evidences the company's business is performing.
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7. FINANCIAL ANALYSIS
The beautiful thing about looking at the financials of a company that has had a
massive drop in earnings like this one is that we need to look at the numbers and, above
that, understand what they have been before the pre-pandemic event. A company like
this should be harder to forecast, but the fundamentals today are what they are, and we
cannot change that. The business was caught up in a perfect storm and most likely will
drag into the red for the third year in a row.

7.1. Revenues

Figure 5: Total revenues, in millions of USD, between 2013 and 2021 (Source: Finbox)

Boeing’s total revenues were steady until 2018, but we can see a major drop in the
following years. In 2019, the company’s revenues dropped by 24% due to the Boeing
737 MAX model falling short of safety standards, which involved two fatal crashes.
Another major crisis, in 2020, was the drop in demand for new aircraft due to the
pandemic-induced plunge in air traveling.
However, things might start looking bright for Boeing, as most of the world’s
population is currently under COVID-19 vaccination programs, which opens doors for
more air traveling and the ban on Boeing’s 737 MAX model has also been lifted.

March 3rd, 2022

Equity Report - BA

15

7.2. EBITDA

Figure 6: EBITDA between 2013 and 2021 (Source: Finbox)

EBIT plus depreciation and amortization gives EBITDA, and it looks like it has been
very volatile. Despite this, by 2018 everything seemed to be going well and looks like the
company is now on a recovery path. So, Boeing's latest twelve months EBITDA is $1.639
billion and, from 2017 to 2021, it averaged $4.352 billion.

7.3. Net Income

Figure 7: Total net income, in millions of USD, between 2013 and 2021 (Source: Finbox)
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Net income represents the profit made by the company after deducting all the
manufacturing costs, expenses, depreciation and amortization, financial and tax costs.
It is a profitability indicator that allows shareholders to measure the overall performance
of a company.
Looking at our graph, what stands out is the major drop in net income between the
years 2018 and 2020, the reason behind this is as stated above, the incident involving
the Boeing 737 MAX model which led to 2 unfortunate crashes with many casualties,
and the pandemic break out which forced Boeing to cease their activity for the majority
of 2020.
We can also see that Boeing is in a recovery process in 2021 but is still far away
from what it was in 2018.

7.4. Net Profit Margin

Figure 8: Profitability, in percentage (%), between 2013 and 2021 (Source: Finbox)

Boeing’s profitability suffered a big blow after 2018, averaging 6.9% until then. This
means that until 2018, for every dollar of revenue, Boeing generated 6.9 cents for profit.
Despite the steep fall until 2020, the company seems to be recovering at a good pace
having increased profitability by 13.7% in the last year.
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7.5. Debt to Assets

Figure 9: Debt to assets ratio, in percentage, between 2013 and 2021 (Source: Finbox)

We can see that Boeing’s debt started rising in 2019, the reason behind this is that
Boeing receives most of the purchase price of aircraft it sells upon delivery. As a result,
the 737 MAX grounding put significant pressure on the company's free cash flow and
balance sheet. Upon this issue, Boeing issued new debt in late April 2019 to shore up its
liquidity.
From there, due to the pandemic Boeing’s debt to asset ratio has been increasing
the last two years, peaking at 43%. The company managed to prevent further increases
in 2021.

7.6. Liquidity

Figure 10: Liquidity ratios between 2017 and 2021 (Source: Finbox)
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Liquidity is a very important measure of a company’s performance, it represents a
company’s ability to manage its current debt obligations, without the need to raise
external capital.
The current ratio represents the broadest measure of liquidity, thus having the
highest values, while the quick ratio and cash ratio are more restrictive since they only
include the most liquid assets.
Looking at this graph, all the values are pointing to a slightly upward trend.
However, despite the upward trend, these ratios are still under the industry’s average
2.5x by a bit, concluding that while they aren’t in a pinch, other companies of the same
industry are still healthier in terms of liquidity.

7.7. Interest Coverage

Figure 11: Interest coverage ratio between 2013 and 2021 (Source: Finbox)

In Boeing’s case, the interest coverage was very stable until 2018, when it dropped
to negative values. These negative values were a combination of the grounding of the
737 MAX which affected the company’s free cash flow, and Boeing being pressured to
issue more debt. Still, we can say that it isn’t too low for the industry standard, the
company’s interest coverage ratio is -0.2x, while the average of the industry is 1.2x.
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7.8. Price-to-Earnings Ratio

Figure 12: P/E between 2013 and 2021 (Source: Finbox)

Turning to the P/E Ratio, it indicates the multiple of earnings investors are willing
to pay for one share of the company. In fact, Boeing's latest 12-month P/E ratio is -29x,
which means the company has negative earnings or is currently losing money. The last
two years have not been good for them, as we all know, their activity had to be shut down
during almost all of 2020. So, the best possible way to look at this ratio is to do an average.
In that sense, Boeing's P/E ratio for fiscal years ending December 2017 to 2021 averaged
7.2x, which is a low P/E.

7.9. Book Value Per Share

Figure 13: Book value per share between 2013 and 2021 (Source: Finbox)
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Book value per share is the ratio of equity available to common shareholders
divided by the number of outstanding shares. When a stock is undervalued, it will have
a higher book value per share in relation to its current stock price in the market. So, by
looking at the graph we can see that it has been going down from $19.79 in 2013 to $25.52 in 2021, which is not a good sign.

7.10. Total Debt / FCF

Figure 14: Total Debt/FCF between 2013 and 2021 (Source: Finbox)

How long does it take for Boeing to pay off its total debt in comparison to its free
cash flow? Usually, a number less than three is good because it means that they can
pay their total debt in less than three years. In fact, between 2013 and 2018, Boeing did
a good job in this metric. Seems like by 2019 to 2021 they got negative free cash flow,
and this means that they don’t have enough free cash flow, in general, to pay off their
total debt at all, which is concerning.
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7.11. Net Working Capital

Figure 15: Net Working Capital between 2013 and 2021 (Source: Finbox)

Net working capital is the capital required to operate the day-to-day operations of
the business, and the best scenario is to see this metric positive and going up. In fact, it
was going down from 2014 to 2018, due to payables as a result of the company assuming
a defensive approach and trying to offset some of the financial disruption caused by the
grounding by taking more time to pay its suppliers. But, in 2019, 2020, and 2021 it went
up to $11.694 billion. This happened because, since net working capital is calculated by
total current assets minus total current liabilities, their assets (inventories, clients,
unbilled receivables, customer financing, and other current assets) remained well above
their current liabilities (payables, accrued liabilities, and taxes payable).
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7.12. ROIC

Figure 16: Return on Invested Capital between 2013 and 2021 (Source: Finbox)

Historically, it seems like Boeing is incredible at taking debt financing or
shareholder's equity and that turn that into net income. From 2013 to 2018, ROIC has
just been outstanding (more than 20%), but, after 2019 it has been negative. The COVID
pandemic halted airplane travel together with its commercial airplane business. The profit
plummeted and ROIC became negative.

7.13. Shares Outstanding

Figure 17: Shares Outstanding between 2013 and 2021 (SOURCE: Finbox)
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Finally, their shares outstanding have been from $751.5 million in 2013 to $587.7
million in 2021, which is a good sign, although they issued a lot of shares in the last year.
Note that, if a company increases its shares outstanding, it dilutes investors and
decreases our share of the company. A reason for the last increase from 2020 to 2021
could be because they want to pay for their cash flow loss, so, instead of issuing debt,
they issued more shares, people buy, and they use that money to stay afloat.
In the end, seems like Boeing was a solid business that has been enjoying decades
of stable profitability and returns on capital. Looking forward, the business is not
completely out of the woods yet.

8. VALUATION

8.1 Overview
As of 1st March, The Boeing Company has around 583 million outstanding shares
with a share price of $205,34, summing up a market capitalization of $119,713 billion.
The airline industry was one of the most affected industries by the covid-19 crisis.
With all the different restrictions across different countries, the global air traffic decreased
around 50% in 2021 when we compare with 2019, to the level of 2.2 billion people travel.
Another fact that is important to point out is the geopolitical tension between Russia
and Ukraine. It seems that the world doesn’t know what normal life is since 2020, the
beginning of the covid-19 pandemic. This new situation will produce, again, a lot of
uncertainty regarding the cost of numerous goods and services, and the airline industry
will not pass without any damage. It is already possible to verify the higher costs
regarding the different types of fuels.
These effects can be perceived from BA financials. In the last 4 years, the company
registered an average FCFF growth of -99.17%, being 2020 the year with the worst
impact on the company’s health.
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8.2 Stock performance and multiples comparison
With Covid-19 effects considered, the airline industry is about to enter its third year
of dealing with the pandemic. The difficulties have persisted, ranging from changed
government regulations on travel restrictions and tests to new viral strains. From that,
customer confidence and airlines’ ability to plan and execute regular schedules have
been harmed, which negatively affected the company’s revenues and financials.
Due to this dramatic thump in people opting for air travel, safety measures and
reassurance for travellers have been re-evaluated. The aviation sector has experienced
a steady rebound as well as a return of passenger trust because of the execution of
these measures.
Therefore, with the arrival of new technology to allow these modifications, 2022 is
seen with cautious optimism regarding this industry.
However, we cannot only take into consideration the already “surprised” covid-19
pandemic. The geopolitical tension and consequent war between Russia and Ukraine
can lead to other factors that can direct or indirectly affect this industry. Numerous
cancelled flights to Russia and Ukraine, higher fuel prices, and higher uncertainty
regarding financial markets are the most visible factors. However, it is possible to go
even further, if the end of the contractionary monetary policies is brought to the table,
where interest rates are pushed up by central banks to fight the higher levels of inflation,
which brings higher uncertainty regarding financial markets.
Therefore, it is important to have in mind that every market fluctuation can impact
a company’s stock price and, the most valuable thing to have in mind is that every
investor should trust in the natural value behind a company regardless of what is
currently happening in the markets, its fundamental value.
The company's stock hasn't hit its pre-pandemic level since the start of the
pandemic in March 2020. The stock maintained a consistent pattern of trading from 2018
to March 2020, hovering around $340. However, because of the issue, the company's
stock dropped to $95, its lowest level since 2013. Its stock has been fluctuating over
time, and it has been trading around the $200 mark since November 2020, $240 below
its all-time high.
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Figure 18: Boeings’ share value between 2006 and 2022 (SOURCE: Yahoo Finance)

The multiples method is a valuation method that assumes that similar assets sell
at similar prices. Analysing a firm's multiples to those of its competitors in the same
industry is a great method to assess how a company is performing in comparison to its
opponents, and this is a crucial study to make while researching a company.
Through figure 19, it is possible to see Boeing’s competitors’ assembly, which
includes Airbus (ticker: AIR.PA), Lockheed Martin (ticker: LMT), Raytheon Technologies
(RTX), General Dynamics (GD), BAE Systems (ticker: BA.L), and Northrop Grumman
(ticker: NOC).
When comparing the dimension of Boeing within its industry, Boeing is one of the
major companies. However, its dimension does not translate into healthier, or at least,
better than its smaller competitors. Indeed, the company has been experiencing a period
of decreasing revenue and negative earnings, which is conducting in a bad way Boeing
performance.

Market Cap

EV

EV/

EV/

(in billions)

(in billions)

EBITDA

EBIT

The Boeing Company (BA)

$

119,71

$

161,84

-765,88

Airbus (AIR.PA)

$

90,46

$

86,56

11,01

Name
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P/B

P/E

-67,43

-7,89

-28,16

15,92

10,28

21,56
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$

123,45

$

126,21

13,88

16,21

11,22

19,91

Raytheon Technologies (RTX) $

153,17

$

178,58

16,45

28,38

2,11

39,96

General Dynamics (GM)

$

64,85

$

76,68

14,62

17,63

3,68

20,21

BAE Systems (BA.L)

$

20,55

$

23,80

7,57

-

2,76

11,94

Northrop Grumman (NOC)

$

70,94

$

79,86

7,62

8,62

5,49

10,46

Minimum

$

20,55 $

23,80

-765,88

-67,43

-7,89

-28,16

Median

$

90,46 $

86,56

11,01

16,065

3,68

19,91

Maximum

$

153,17 $

178,58

16,45

28,38

11,22

39,96

Lockheed Martin (LMT)

Figure 19 - Valuation Multiples of Boeing and the main peers according to Bloomberg industry
notation. Values in Billions of USD, except for percentages. (Source: Bloomberg)

8.3. DCF Model
A DCF model is a specific type of financial modeling tool used to value a business.
A DCF model is simply a forecast of a company’s unlevered free cash flow discounted
back to today’s value, which is called the Net Present Value (NPV)
To calculate the Net present value, we will use the three statements from the
company, the income statement, balance sheet, and cash flow.
We will also use WACC, meaning “weighted average cost of capital” to discount
back the value of the cash flows and we will use the perpetuity growth model to find what
is the intrinsic value of the business in perpetuity.
To calculate the WACC, cost of debt, and cost of equity we will use the following
formulas:

𝑊𝐴𝐶𝐶 = 𝐾𝑒 ∗ 𝐸/(𝐷 + 𝐸) + 𝐾𝑑 ∗ (1 − 𝑡) ∗ 𝐷/(𝐷 + 𝐸)
𝐾𝑒 = 𝑅𝑓 + 𝛽 ∗ (𝑅𝑚 − 𝑅𝑓)
𝐾𝑑 = 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠/𝐵𝑜𝑜𝑘 𝑡𝑜 𝑉𝑎𝑙𝑢𝑒 𝐷𝑒𝑏𝑡
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𝐾𝑒 = Cost of Equity
𝐸 = Shareholders’ Equity
𝐷 = Total Debt
𝐾𝑑 = Cost of Debt
𝑡 = Tax rate
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We first started with the cost of equity (Re). We used the 10- Year Treasury U.S.
Bills were used as the risk-free rate, with a current yield of 1.93%; The market return
considered was the U.s Stock Market Return Average, which is 4,20% according to
GuruFocus; The company’s beta is 1.47, according to Yahoo Finance. Using these
values, the calculated cost of equity (Ke) was 10,01%.
The cost of debt (Kd) is the return that a company provides to its debtholders and
creditors, making it 5,8% according to Finbox.
Next, the average tax rate value assumed was 14,8%, this value being a 5-year
average. With all the formulas and values above, we calculated the WACC and came to
the conclusion that Boeings’ WACC is 8,3%.
To calculate the future FCFF, we used the average industry growth. Considering
12,54% as the average aerospace industry growth, we predicted that Boeing is going to
have a FCFF by 2030 of $11,800 million.
Next, the terminal value was calculated using the FCFF of the next years. The
result we got was $209,800 million.
Finally, the enterprise value was calculated by adding the present value of the
FCFF and the terminal value. The result we got was $102,250 million.
For the equity value, we subtracted the enterprise value to debt value($58,100
million), reaching the estimated equity value of $107,409 million, and when divided by
the number of the outstanding shares, the share price is 184$, -6% compared to the
current price.

FCFF

2022

2023

2024

2025

2026

2027

2028

2029

2030

7370

9200

10600 10700 10900 11100 11300 11500

11800

Terminal Value
PV (FCFF)

209748
6805

7843

8343

7776

7313

6876

6463

6073

PV (Terminal Value)

5753
102265

Figure 20 - Estimated Free Cash Flow and Terminal. Values in millions of USD, except for
percentages (SOURCE: Team Estimates)

8.4. Sensitivity Analysis
Sensitivity Analysis (SA) is a technique for determining how the influence of
uncertainty in one or more input variables might affect the output variables. This analysis
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is prized because it increases or decreases the model's prediction accuracy by
evaluating qualitatively and quantitatively the model's reaction to changes in input
variables, or by better comprehending the phenomena examined via the examination of
interactions between variables. The goal of interest, however, must be the question that
the model has been asked to answer, not the model output per se.
The Enterprise value, target price, and upside or negative potential were the
variables examined in the Boeing research. We used a WACC of 8.31 percent and a
perpetuity growth rate of 2.54 percent for the sensitivity analysis, which is the same as
the one used for the Aerospace & Defense industry, in which the company is inserted,
and we added four more cases in total, two of which are above the base scenario and
the other two below it.
The sensitivity study took these two variables into account and illustrated how they
might affect the company's respective Enterprise Value, anticipated Fair Value, and
possible Upside. The analysis' findings are simple to comprehend: as the terminal growth
rate rises, so do enterprise value, and vice versa; as the WACC rises, so does the cost
of capital, and vice versa; and as the WACC rises, so does the cost of capital, and so
does the value of the firm, and vice versa. The Target Price and Upside Potential, which
are both related to the Enterprise Value, follow the same trend.

Target Price
(USD)
WACC

Growth Rate (g)

7,50%

8,00%

8,30%

9,00%

9,50%

2,04%

210,09

183,67

169,84

142,22

125,67

2,29%

220,06

191,70

176,95

147,65

130,22

2,54%

231,04

200,47

184,67

153,51

135,10

2,79%

243,19

210,08

193,09

159,84

140,34

4,04%

330,24

276,33

250,05

201,07

173,75

Figure 21 - Sensitivity Analysis on target price by varying the weighted cost of capital and the
growth rate. (Source: Team Estimates)
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Upside Potential
WACC

Growth Rate (g)

7,50%

8,00%

8,30%

9,00%

9,50%

2,04%

6,21%

-7,15%

-14,14%

-28,10%

-36,47%

2,29%

11,25%

-3,09%

-10,55%

-25,36%

-34,17%

2,54%

16,80%

1,34%

-6,64%

-22,39%

-31,70%

2,79%

22,94%

6,20%

-2,38%

-19,19%

-29,05%

4,04%

66,95%

39,69%

26,41%

1,65%

-12,16%

Figure 22 - Sensitivity Analysis on the Upside Potential by varying the weighted cost of capital and
the growth rate. (Source: Team Estimates)

Enterprise Value
WACC
7,50%

Growth Rate (g)

8,00%

8,30%

9,00%

9,50%

2,04%

180583,095 165176,7929

157116

141013

131363

2,29%

186397,75 169860,0673

161259

144183

134017

2,54%

192798,56

174972,213

165762

147598

136861

2,79%

199878,861 180574,9677

170674

151289

139917

4,04%

250627,839 219200,0188

203878

175322

159396

Figure 23 - Sensitivity Analysis on the Enterprise Value by varying the weighted cost of capital and
the growth rate. (Source: Team Estimates)

8.5 Mean Analyst Recommendation
According to our analysis, the price target is 184$, -6% compared to the current
price. Based on our valuation, our recommendation is to HOLD, regarding both the covid19 economic recovery and Ukraine-Russia conflict uncertainty. Currently, the price is on
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a downwards trend and we stated on the next figure other analysts' investment decision
recommendations on buying, selling or holding as of March of 2022.

9. ESG ANALYSIS
9.1. Forecast goals description
As a leading global aerospace company, Boeing develops, manufactures, and
services commercial airplanes, defense products, and space systems for customers in
more than 150 countries. To this extent, they organized their sustainability efforts around
four thematics that we will analyze and forecast according to the company 2025
objectives.
a. People
Boeing's objective is to ensure equity, diversity, and inclusion across all team
members. In other words, the company contributes to creating a positive safety culture,
that is why it makes available 950 healthy and safety training courses to its employees.
Moreover, the company disclosed some diversity metrics: Boeing counts 31.2% of
minorities, 22.9% women, and 14.8% of veterans on board. These tools, among others,
are some of the ways for the company to reach the U.N. sustainable goals 3 – Good
Health and wellbeing and 5 – Gender equality.
However, are those healthy and empowered people’s representative of the
multiculturality of the company? Not enough, according to the peer’s comparison on the
social score and the percentage of women on board. As a multinational, Boeing should
achieve higher goals, that is why their main 2025 objectives are to increase diversity
metrics (especially the Black representation rate in the US by 20%), achieve parity in
retention rates of all groups, and increase wellbeing tools for a safer environment.
b. Operations
Boeing achieved net-zero emissions at manufacturing and worksites in 2020 by
expanding conservation and renewable energy use, while securing responsible offsets
for the remaining greenhouse gas emissions. All these measures allow the company to
reach the U.N. sustainable goals 8 – Economic growth and decent work and 12 –
Responsible consumption and production.
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Nevertheless, company environmental efforts should increase regarding the
climate emergency that we are facing. Thus, the company is forecasting to reduce its
greenhouse gas emissions by 25%, energy consumption by 10%, water withdrawal by
20%, solid wastes to landfill by 20% and hazardous wastes by 5% before 2025.
c. Products and Services
By its commitment to safety, quality, and integrity, Boeing's objective is to create
safe and sustainable aerospace. As a matter of fact, in 2020, Boeing began
implementing an enterprise Safety Management System, an integrating framework for
managing safety risks throughout the product and service life cycle. This tool allows
incorporating data from employee reporting, production, compliance, quality, and safety
processes. By providing line of sight to risks, the company reduces the probability of
crashes.
Protection of the environment is another challenge for the company and passes by
the transition to carbon-neutral aerospace through investments and partnerships for fleet
efficiency improvements, sustainable aviation fuel, and future platform technologies. All
these measures allow the company to reach the U.N. sustainable goals 9 – Industry,
innovation, and infrastructure and 13 – Climate action.
d. Communities
Build better, more equitable communities through corporate investments,
employee engagement programs, and advocacy efforts, here is Boeing's engagement
towards communities. In 2020, more than 5 million students were reached through
Boeing’s learning program FUTURE U, more than 234 million dollars in community
investments were made and additional 4.2 million dollars were donated to COVID-19
relief around the world. These tools, among others, are some of the ways for the
company to reach the U.N. sustainable goals 4 – Quality education and 10 – Reduced
inequalities.

9.2. Disclosure scores and comparison to peers
Boeing has the 3rd highest ESG score of the industry: more precisely, the company
is rated as the 4th regarding the environment score, 3rd for the social, and 3rd for the
governance score. Overall, the company is performing slightly better above the industry
average.
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TRI

Overall
Score
/100

Environmental
Rank /100

Social
Rank
/100

Governance
Rank /100

ISS
Quality
Score

%
Women
on Board

Boeing

BA

49.17

44.19

49.12

60.71

8.00

22.9%

BAE Systems

BA

47.93

44.19

42.11

62.50

10.00

30.77%

Textron Inc

TXT

40.50

34.88

38.60

55.36

8.00

30.00%

Northrop Grumman

NOC

61.16

56.59

63.16

69.64

1.00

30.77%

Airbus

AIR

48.76

47.29

38.60

62.50

3.00

25.00%

Thales
Raytheon
Technologies
Rolls-Royce

HO

51.65

51.16

47.37

57.14

9.00

50.00%

RTX

41.32

39.53

28.07

58.93

3.00

26.67%

RR

47.11

37.98

52.63

62.50

10.00

30.77%

Company

Figure 24 – Boeing peer analysis regarding ESG scores (Source: Bloomberg)

9.3. What is behind these scores?
It is hard to assess corporate social responsibility when ratings diverge so
dramatically. An estimated $30 trillion of assets are invested worldwide that rely in some
way on ESG information, a figure that has grown 34% since 2016 (Mayor T., Why ESG
ratings vary so widely, 2019). Analysts distinct three distinct sources of rating divergence:
•

Scope divergence can occur when one agency includes greenhouse gas
emissions, employee turnover, human rights, and corporate lobbying in its rating
scope, while another doesn’t consider lobbying.

•

Weight divergence can happen when agencies assign varying degrees of
importance to attributes, valuing human rights more than lobbying, for example.

•

Measurement divergence occurs when ratings agencies measure the same
attribute using different indicators.
A classical tool to measure the sustainability level of a company is the Sustainable

Materiality Matrix.
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Figure 25 – Boeing Sustainable Materiality Matrix (Source: Analyst’s estimation)

Higher sustainability ratings can mean lower risk and so are synonyms of quality
investing stocks. Can we conclude that Boeing is a sustainable company regarding ESG
scores and the Materiality Matrix criteria? Yes. As explained above, the company is
putting a lot of effort into improving its ESG policies and has above-average industry
scores. Finally, with its good financial performance, it is definitively a company that is
aimed to grow and perform even better in the future.
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10. DISCLAIMER
This report was elaborated by Equity Research Analysts from the Research
Division of ITIC – ISCTE Trading & Investment Club. ISCTE Business School does not
take responsibility for the information expressed in this document. All data was collected
by our analysts from Bloomberg L.P. and Thomson Reuters databases and used to
generate statistics and graphs in excel software. These graphs are property of ITIC and
should not be copied.
Disclaimer: ITIC – ISCTE Trading & Investment Club is a Training & Research
Association of Finance & Investment, headquartered in ISCTE Business School, Lisbon.
DISCLAIMER Copyright 2017 ITIC – ISCTE Trading & Investment Club. All rights
reserved. This report has been prepared and issued by ITIC – ISCTE Trading &
Investment Club for publication globally.
All information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable, however we do not guarantee the
accuracy or completeness of this report. Opinions contained in this report represent
those of the equity research division of ITIC – ISCTE Trading & Investment Club at the
time of publication. The securities described in Equity Research may not be eligible for
sale in all jurisdictions or to certain categories of investors.

No part of this material may be (i) copied, photocopied or duplicated in any
form by any means or (ii) redistributed without the prior written consent of ITIC –
ISCTE Trading & Investment Club.
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Our Team
ISCTE Trading & Investment Club (ITIC) is a non-profit student organization of ISCTE
Business School, who promotes training and research in Finance and Investment. The
club intends to train the best professionals in the industry and promote its analysts by
their commitment to producing useful and truthful information and analysis based on
excellence.

#FinancialKnowledge

More content in www.itic-iscte.com

Disclaimer: All content present in this newsletter has only an informative nature and should not be seen as financial advisory of any sort.

March 3rd, 2022

Equity Report - BA

36

