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LT Debt $14859 mill.
(Total interest coverage '18: 23.0x)
(More than 100% of Cap'l)
Leases, Uncapitalized Annual Rentals $307 mill.

Pension Assets-12/18 $56.1 hill.

CAPITAL STRUCTURE as of 6/30/19
Total Debt $19216 mill. Due in 5 Yrs $6500 mill.
LT Interest $420 mill.

Oblig. $71.4 hill.
Pfd Stock None

Common Stock 562,710,008 shs.
as of 7/17/19

MARKET CAP: $200 billion (Large Cap)
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BUSINESS: The Boeing Company is a leading manufacturer of
commercial aircraft. Manufactures the 737, 747, 767, 777, and 787.
Also produces business jets, fighters (F-15, F/A-18), helicopters
(CH-47, AH-64, V-22); guided weapons (Harpoon, Joint Direct At-
tack Munition), satellites, space launch systems, and manages the
International Space Station. In 2018, foreign sales accounted for

56% of total, R&D: 3.2% of sales. Has 153,000 employees. Of-
ficers/directors control less than 1.0% of stock; The Vanguard
Group, 7.4%; BlackRock, 5.8%; Newport Trust Company, 5.9%; T
Rowe Price, 5.9% (3/19 proxy). Pres., CEO, and Chairman: Dennis
A. Muilenburg. Inc.: DE. Addr.: 100 North Riverside Plaza, Chicago,
IL 60606-1596. Phone: 312-544-2000. Web: www.boeing.com.
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Boeing continues to struggle. It has
now been roughly six months since the
company’s new 737 Max 8 aircraft have
been grounded around the world, following
two crashes that claimed the lives of 346
individuals. The catastrophes stemmed
from the erroneous activation of the air-
crafts’ software that controls a plane’s
pitch. Boeing immediately began working
on a fix, and the patch was rolled out a
few months ago. It is now being tested by
regulators and airlines. It appears that, in
a best-case scenario, Max 8s will be back
in the air come October.

The June quarter was a disaster. For
the period, Boeing posted revenues of just
$15.8 billion, 35% below the prior-year fig-
ure. Although sales of defense products in-
creased 8%, to $6.6 billion, the company
recorded a 737 Max-related charge that
lowered revenues by $5.6 billion. That also
impacted the bottom line by $8.74 per
share and, overall, Boeing sustained a
share loss of $5.21. By some metrics, this
was the company’s worst quarter in its
more than 100-year history.

Getting the 737 Max 8 back in the air

is only part of the solution. According

to news outlets, Boeing’s management
knew about the software problem well be-
fore both crashes, and this has obviously
damaged the aerospace behemoth’s
reputation. In addition to the myriad of
wrongful death lawsuits that have/will be
filed (which will almost assuredly take
years to conclude), Boeing will probably
lose quite a bit of business (or suffer
notable delays) over this ordeal.

We are not recommending the stock.
Since the Max 8 grounding, Boeing shares
have declined 21%. Although certainly a
steep decline, there is an argument to be
made that the issue should have been hit
harder. Nevertheless, the 737 mess contin-
ues to unfold, and visibility in regard to
the progress made is poor. In fact, man-
agement is no longer providing financial
guidance. Thus, we suggest that investors
refrain from taking new positions here un-
til the problems are fully fleshed out and
resolved. On the other hand, shareholders
who have continued to hold through this
difficult time may want to stay the course,
but should be prepared to maintain their
positions for some time.

lan Gendler September 6, 2019
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