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Credit Opinion

Boeing’s 2Q23 results were mixed. As the airline industry is recovering from the COVID-19
pandemic, the demand for Boeing’s airplanes remains strong which is credit positive. Boeing
delivered 136 airplanes in 2Q23, which represents an increase of 12% y/y. The deliveries
include 103 units of 737 and 20 units of 787. The increased commercial volume resulted in
higher revenues and positive cash flows. Commercial Airplanes (BCA) revenues increased
41% yly to $8.8bn. Free operating cash flow turned positive to $2.6bn vs $(182)m in 2Q22
driven by higher commercial deliveries and favorable receipt timing.

On the other hand, the leverage level remains elevated resulting in a negative equity and high
interest expenses. As of end of 2Q23, total debt balance was $52.3bn which translates in
approximately $2.5bn of interest expenses annually. Besides this, the commercial aircraft
inventory continues to be high for Boeing’s main aircraft programs, resulting in abnormal
costs for storage and maintenance. As end of 2Q23, 737Max inventory was 220 aircrafts and
787 inventory was 85 airplanes. Boeing expects to deliver most of the aircraft inventory by the
end of 2024. We continue to monitor if the aircraft delivery goes according with the plans.

We maintain our negative outlook given the weak financial metrics and the ongoing
challenges with increasing the production and delivery of the commercial aircrafts. Boeing
plans to increase its production rates of its main aircraft programs but this will be a gradual
process. We think execution risk remains due to the ongoing labor and supply chain
constraints. We also note that Defense segment continues to have a weak performance. In
2Q23, Defense operating losses were $(527)m vs. $71m in 2Q22 reflecting losses on certain
fixed-price development programs.

2Q23 Financial Highlights

Total revenues increased 18% yly to $19.8bn driven by higher volume of commercial
aircrafts. Commercial Airplanes (BCA) revenues increased 41% y/y to $8.8bn driven by
higher 787 deliveries. Commercial deliveries increased 12% y/y to 136 airplanes, including
103 units of 737 and 20 units of 787. Defense, Space and Security (BDS) revenues were
almost flat y/y at $6.2bn. Global Services (BGS) revenues increased 10% y/y to $4.7bn
driven by higher commercial services volume and a favorable mix.

Important disclosures, including any required research certifications, are provided on the last page(s) of this report.
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Chart 1: Commercial Airplane Deliveries
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Source: Company materials

Total backlog increased 7% q/q to $439.6bn. BCA backlog increased 9% qg/q to $362.9bn
(over 4,800 commercial airplanes) as Boeing secured 460 net orders. BCA backlog
represents 83% of the total backlog amount. BDS backlog (13% share in Boeing’s backlog
amount) decreased 1% qg/q to $57.5bn. BGS backlog (4% share in the total backlog
amount) decreased 2% qg/q to $18.5bn.

Operating income turned negative to $(99)m vs. $780m in 2Q22 due to losses at BCA
and BDS segments, partially offset by positive operating income at BGS segment. BCA
operating losses were $(383)m vs. $(219)m in 2Q22 reflecting the ongoing abnormal costs
and period expenses. BDS operating losses were $(527)m vs. $71m in 2Q22 reflecting
losses on certain fixed-price development programs as well as the continued operational
impact of labor instability and supply chain disruption on other programs. Global Services
(BGS) operating income increased 18% y/y to $856m driven by higher commercial services
volume and a favorable mix. Boeing recorded $(45)m of losses as Unallocated items and
eliminations driven by deferred compensation expense.

Free operating cash flow (Cash flow from operations- CapEx) turned positive to
$2.6bn vs $(182)m in 2Q22. Operating cash flow (CFO) improved 36 times y/y to $2.9bn vs.
81m in 2Q22 due to higher commercial deliveries and favorable receipt timing. CapEx
increased 13% y/y to 296m.

Cash and marketables decreased 7% q/q to $13.8bn. Boeing has also access to $12bn
of bank credit facilities, which remained undrawn.

Total debt balance decreased 6% g/q to $52.3bn due to pay down of maturing debt.
Boeing reiterated their top priority to reduce debt and to maintain the investment-grade
credit rating.

Liabilities continue to exceed assets resulting in $(15.5)bn of equity as of end of June
2023.



The Boeing Company (BA US): 7 September 2023

Daiwa

Securities

Update on Commercial Airplanes Programs

The 737 program is transitioning production to 38 per month and plans to reach 50 per
month in the 2025/2026 timeframe. The program maintains its target to deliver 400-450
airplanes this year. Regarding 737 supplier’s production issue announced in 1Q22, Boeing
resumed deliveries of reworked airplanes and also have begun producing new airplanes
meeting the standard production requirements. As end of 2Q23, 737Max inventory was 220
aircrafts, including 85 aircrafts for customers in China and 55 aircrafts remarketed in line
with previously announced plans. Boeing expects most of the inventory to be delivered by
the end of 2024.

The 787 program increased production to four per month with plans to ramp to five per
month in late 2023 and 10 per month in the 2025/2026 timeframe. The program maintains
its target to deliver 70-80 airplanes this year. As end of 2Q23, 787 inventory was 85
airplanes, most of which should be delivered by the end of 2024.

FY23 Financial Outlook

Boeing reaffirmed its financial guidance for FY23. Boeing expects $4.5- $6.5bn of operating
cash flow and $3bn- $5bn of free operating cash flow in FY23. By business segment, BCA
is expected to generate between $2.5bn and $3bn of operating cash flow, BGS should
generate between $2.5bn and $3bn of operating cash flow and BDS’ operating cash flow is
expected to be between $(0.5)bn and $(1)bn.
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($m) Q2 2022 Q3 2022 Q42022 Q12023 Q22023 YOY Q0Q
Period End '22/6 '22/9 '22/12 '23/3 '23/6
mP/L
Total Revenues 16,681 15,956 19,980 17,921 19,751 18.4% 10.2%
EBITDA 1,278 A 2,306 149 308 357 -72.1% 15.9%
EBITDA margin 7.7% -14.5% 0.7% 1.7% 1.8% A 59" 0.1
Operating Income 780 A 2,799 A 353 A 149 A9  ----- ---
Interest expense A 656 A 621 A 632 A 649 A 6217 -53%  -4.3%
Pretax Income 377 A 3,132 A 649 A 496 A 400  ----- ---
Net Income 193 A 3,275 A 634 A 414 A 149  ----- ---
mC/F
Cash from operations 81 3,190 3,457 A 318 2,875 35.5 ---
Depreciation & Amortization 498 493 502 457 456 -8.4% -0.2%
Cash from investing 3,266 290 A 2,151 A 1,823 A 3,015  ----- 65.4%
CapEx A 263 A 284 A 326 A 468 A 296 12.5% -36.8%
Cash from financing A 602 A 18 A250 A 1,680 A 3,413 466.9% 103.2%
Share repurchases 0 0 0 0 o ----- ---
Dividends paid 0 0 0 0 o ----- ---
FOCF (CFO-CapEx) A 182 2,906 3,131 A 786 2,579  ----- ---
FCF (CFO-CFI) 3,347 3,480 1,306 A 2,141 A 140  ----- ---
mB/S
Assets 135,479 137,558 137,100 136,347 134,774 -0.5% -1.2%
Current assets 106,000 109,251 109,523 108,811 107,412 1.3% -1.3%
Cash&Marketables 11,448 14,257 17,220 14,767 13,762 20.2% -6.8%
Liabilities 150,270 155,193 152,948 151,831 150,267 0.0% -1.0%
Current liabilities 84,799 89,618 90,052 93,510 92,076 8.6% -1.5%
Total Debt 57,200 57,219 57,001 55,391 52,268 -8.6% -5.6%
ST debt 5,406 5,431 5,190 7,926 4,609 -14.7% -41.8%
LT debt 51,794 51,788 51,811 47,465 47,659 -8.0% 0.4%
Equity A 148388 A 17,699 A 15883 A 15508 A 15,517  ----- ---
Net Debt 45,752 42,962 39,781 40,624 38,506 -15.8% -5.2%
m Financial Ratios
EBITDA margin 7.7% -14.5% 0.7% 1.7% 1.8% A 59 0.1
EBIT Interest Coverage 1.2 -4.5 -0.6 -0.2 02" a13” 0.1
Equity Ratio -11.0% -12.9% -11.6% -11.4% -11.5% A 05 AO0.1

Source: Company materials, Bloomberg; compiled by Daiwa
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Chart 3: Segment Results I

($m) Q22022 Q32022 Q42022 Q12023 Q22023 YOY

Period End '22/6 '22/9 '22/12 '23/3 '23/6

Total Revenues 16,681 15,956 19,980 17,921 19,751 18.4% 10.2%
Commercial Airplanes (BCA) 6,258 6,304 9,271 6,704 8,840 41.3% 31.9%
Defense, Space, & Security (BDS) 6,191 5,307 6,181 6,539 6,167 -0.4% -5.7%
Global Services (BGS) 4,298 4,432 4,567 4,720 4,746 10.4% 0.6%
Unallocated items/eliminations A 66 A 87 A 39 A 42 /N )
Total Operating Income 780 A 2,792 A 345 A 149 A9 - -
Commercial Airplanes (BCA) A 219 A 622 A 603 A 615 © |E———
Defense, Space, & Security (BDS) 71 A 2,798 112 A 212 A 527 - -
Global Services (BGS) 728 733 634 847 856 17.6% 1.1%
Unallocated items/eliminations 200 A 105 A 488 A 169 A45 e -
Operating Margins 4.7% -17.5% -1.7% -0.8% -0.5%  ----- ===
Commercial Airplanes (BCA) -3.5% -9.9% -6.5% -9.2% -43%  ----- -----
Defense, Space, & Security (BDS) 1.1% -52.7% 1.8% -3.2% -85%  -----  -----
Global Services (BGS) 16.9% 16.5% 13.9% 17.9% 18.0% 1.1 0.1
Total Backlog 371,730 381,315 404,381 411,446 439,564 18.2% 6.8%
Commercial Airplanes (BCA) 297,044 307,168 329,824 333,656 362,866 22.2% 8.8%
Defense, Space, & Security (BDS) 55,401 54,740 54,373 58,150 57,505 3.8% -1.1%
Global Services (BGS) 18,960 19,072 19,338 18,835 18,455 -2.7% -2.0%
Unallocated items/eliminations 325 335 846 805 738 127.1% -8.3%

Source: Company materials, Bloomberg; compiled by Daiwa.
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Near-term delivery delays

Growth momentum continues

Towards operations stability?

Positioned to drive further growth
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Aviation recovery continues

Limited impact from Russia-Ukraine conflict
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Capital investments to be lower in 2023
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Energy

Streaming losses are decreasing

CapEx requirements to remain high in 2023
Record results at theme parks

On track to achieve the annual financial targets
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Exited media business
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IMPORTANT

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the
content of this report, which may not be redistributed or otherwise transmitted without prior consent.

Ratings

Issues are rated 1, 2, 3, 4, or 5 as follows:

1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months.

2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months.

3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months.
4: Underperform TOP1X/benchmark index by 5-15% over the next 12 months.

5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months.

Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for
Taiwan, and S&P/ASX 200 for Australia.

Target Prices
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment.

Disclosures related to Daiwa Securities

Please refer to https://Izone.daiwa.co.jp/I-zone/disclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities held by
Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other disclosures
concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa Securities.

Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:
https://lzone.daiwa.co.jp/I-zone/disclaimer/creditratings.pdf

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the
following items.

= |n addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with
you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of
your securities, if you are a non-resident.

= For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand
with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.

= There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest
rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could
exceed the amount of the collateral or margin requirements.

= There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

= Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as
certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current
market conditions and the content of each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company
and you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take
responsibility for your own decisions regarding the signing of the agreement with our company.

Corporate Name: Daiwa Securities Co. Ltd.

Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108

Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type Il Financial
Instruments Firms Association, Japan Security Token Offering Association
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