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A erospa ce

D uring  2005, th e aerospac e ind ustry  c ontinued

its rapid  rec ov ery  in b uild  rates. B oeing  d eliv ered

29 0 airc raft, up from  28 5 in 2004 , and  b ook ed

a net 1 ,002 of new  ord ers.T h ey  plan to d eliv er

3 9 5 airc raft in 2006 , a 3 6 %  inc rease.Airb us h as

not y et announc ed  its b uild  plan for 2006 , b ut

it d eliv ered  3 7 8  airc raft in 2005, an 1 8 %  inc rease

ov er 2004 , and  b ook ed  an unprec ed ented  net

1 ,055 in new  ord ers d uring  th e y ear.

T og eth er, B oeing  and  Airb us d eliv ered  6 6 8  airc raft

in 2005 b ut took  net ord ers for 2,057  airc raft –

a b ook  to b ill ratio of 3 .1 .T h is w as a record  year

for th e ind ustry, b oth  for th e larg e c iv il airc raft

b uild ers and  for th e eng ine suppliers, suc h  

as Rolls-Roy c e, G E  and  S nec m a. In th e sm aller

reg ional jet airc raft sec tor th e tw o m ain assem b lers

fared  less w ell. B om b ard ier red uc ed  reg ional jet

d eliv eries b y  26 % , from  1 7 6  airc raft in 2004  to 

1 3 0 in 2005,and  E m b raer b y  1 0%  from  1 3 4  to

1 20. B ook ing s w ere also d ow n w ith  B om b ard ier,

suffering  from  sig nifi c ant c anc ellations on its C RJ

200 prog ram m e,rec eiv ing  net ord ers for only  4

airc raft in 2005 c om pared  to 1 3 5 in 2004  and

E m b raer b ook ing  9 0, d ow n from  1 08 .

T h e sm all b usiness jet sec tor w as v ery  b uoy ant

and  th e m ilitary  and  d efenc e sec tor rem ained

at a h ealth y  lev el.

S enior Aerospac e h as a g ood  spread  of

c ustom ers in th e aerospac e ind ustry  w ith  ab out

3 0%  of sales b eing  to th e m ilitary  and  d efenc e

sec tor.T h e ind ustry  rec ov ery, h ow ev er, is b eing

pow ered  b y  th e d em and  for B oeing  and  Airb us

larg e c iv il airc raft th at sh ould  see b uild  rates at

a h ig h er lev el for a num b er of y ears to c om e.

In ad d ition,th ere are a v ariety  of new  prog ram m es

th at are h elping  d em and .T h e v ery  larg e Airb us

A3 8 0 fl ew  for th e fi rst tim e in 2005 and  is d ue

into serv ic e in 2007 .W ork  h as com m enced  on th e

E uropean m ilitary  transport airc raft, th e A4 00M ,

and  prod uc tion of th e E urofig h ter h as b een

ex tend ed  into its second  tranc h e of around  250

airc raft. B oth  B oeing  and  Airb us h ave launc h ed  new

m id -size larg e c iv il airc raft –  respec tiv ely  th e B 7 8 7

and  A3 50 –  and  h ad  rec eiv ed  ord ers of 29 1  and

8 7  airc raft for th ese m od els b y  th e end  of 2005.

T h e new  airc raft are planned  to c ost less to b uy

and  fl y  c om pared  to th e c urrent eq uiv alent airc raft.

G row th  in th e aerospac e ind ustry  is not,

h ow ev er, w ith out its c h alleng es.T h e av ailab ility

and  pric e of raw  m aterials is a m ajor c onc ern

and  th is c ould  s low  th e ind ustry  efforts to

inc rease b uild  rates.T h e ind ustry  uses a v ariety

of spec ialist m aterials in h ig h er v olum es th an

m ost oth er ind ustries. O ne suc h  m aterial is

titanium , w h ere b y  January  2006  th e pric e h ad

risen b y  ov er 6 5%  from  a y ear earlier and  th e

d eliv ery  lead  tim e for supplies of titanium  h ad

stretc h ed  to around  7 2 w eek s.

In ad d ition to b uild  rates inc reasing , and  new

airc raft b eing  launc h ed , S enior Aerospac e now  

h as an ad d itional m em b er c om pany. S terling

M ac h ine w as b oug h t from  its priv ate ow ners in

January  2006 . L oc ated  in C onnec tic ut, U S A,it is 

a w ell run,profi tab le, g row ing  and  w ell invested

b usiness w h ic h  m ak es transm ission and  rotor-h ead

com ponents for m ilitary  h elic opters –  prim arily  for

its m ain c ustom er S ikorsk y.T h e b uild  rate of th e

S ikorsk y  B lac k h aw k  is forec ast to g row  sub stantially

in th e near term  as a result of a strong  ord er

b ook . In th e m ed ium  term , th e U S  g overnm ent

h as ag reed  fi nanc ing  to recom m ence prod uc tion

of th e h eav y  lift S ik orsk y  S uper S tallion. S terling

M ac h ine is a w elc om e ad d ition to th e G roup.

A u tom otiv e

In b oth  E urope and  N orth  Am eric a,autom otiv e

m ark ets w ere fl at in 2005.W ith in th ese m ark ets,

d iesel eng ined  v eh ic les in E urope continued  to g ain

m ark et sh are as c om m on rail d iesel tec h nolog y

b ec am e av ailab le to m ost eng ine assem b lers.

T h is h ig h  pressure fuel tec h nolog y  inc reases pow er

output,red uc es noise and  v ib ration,im proves fuel

consum ption and  h elps m eet em ission stand ard s

w h ic h  auth orities around  th e w orld  c ontinue to

tig h ten. In N orth  Am eric a, th e rise in fuel pric es

d uring  2005 prec ipitated  a sw itc h  from  larg e

sports utility  v eh ic les to sm aller reg ular passeng er

c ars. F ortunately, th e G roup’s prod uc ts in

prod uc tion tod ay  are m ore lik ely  to b e fi tted

on th e latter rath er th an th e form er. In ad d ition,

th e “ B ig  3 ” c ontinued  to h ave th eir m ark et sh are

erod ed  b y  th e Japanese and  K orean assem b lers.

T h ese tw o fac tors resulted  in som e d istress in 

th e ind ustry  w ith  G eneral M otors, F ord  and

D aim ler C h ry s ler announc ing  rationalisations,

cost red uc tions and  plant c losures.

In S enior Autom otiv e, m aterial pric e pressures

slac k ened  som ew h at in 2005 com pared  to 2004

w h en th e ind ustry  h ad  w itnessed  d ram atic  pric e

inc reases in a v ariety  of m etals . S enior alm ost

ex c lusiv ely  uses v arieties of stainless steels w h ere

pric e inc reases of its com ponent m etals (nic k el,

m oly b d enum , c ob alt etc .) h ad  led  to th e need  to

neg otiate surc h arg e m ec h anism s w ith  b oth  raw

m aterial suppliers and  c ustom ers.T h e supply  c h ain in

th e ind ustry  now  h as surc h arg e m ec h anism s in plac e

th at larg ely  ad d ress v ariations in raw  m aterial pric es.

Investm ent b y  th e D iv ision over th e last th ree

years in new  prod uc t prog ram m es is now  b earing

fruit.T h e d iesel eng ine m anufac turers in th e U S A,

w h o b uild  essentially  for h eav y  truc k  assem b lers,

h ave ad opted  com m on rail h ig h  pressure fuel

sy stem s for th eir 2007  m od el year. It is c urrently

th e m ost econom ic  w ay  to m eet 2007  em ission

stand ard s.T od ay, th e D iv ision h as little ex posure

to h eav y  truc k s b ut, b y  2007 , sales in th is sec tor

w ill inc rease sub stantially  and  th e d epend ence upon

d iesel eng ines, b oth  larg e in th e U S A and  sm all 

in E urope,w ill inc rease sig nifi c antly.T h is w ill d ilute

S enior’s ex posure to reg ular passeng er v eh ic les.

Ind u s tria l

In 2005,th ere w ere confl ic ting  fortunes in

th e Ind ustrial D iv ision.T ry ing  to com plete th e

W em b ley  S tad ium  d uc ting  contrac t on cost,and

on tim e,proved  im possib le on a v ery  d iffi c ult site

w h ere th e m ain contrac tor, M ultiplex , h as reg ularly

reported  on its ow n fi nanc ial and  operational

d iffi c ulties.T h e contrac t is near to com pletion w ith

th e ad v erse fi nanc ial im pac t of th e contrac t b eing

recog nised  in th e 2005 results. B y  c ontrast oil and

g as, in N orth  Am eric a, h as b een a v ery  h ealth y

m ark et and  look s set to c ontinue as long  as th e

c rud e oil pric e rem ains h ig h .T og eth er w ith  th e

cost red uc tions affec ted  in 2004 ,th is h elped  th e

perform anc e of th e Ind ustrial D iv ision im prov e

sig nifi c antly  in 2005,partic ularly  at P ath w ay.

O pera tiona l E x cellence

T h roug h out th e G roup,eng ineered  prod uc ts

are m anufac tured  for larg e orig inal eq uipm ent

assem b lers. C onseq uently, d em and  levels in th e

G roup’s fac tories are a d irec t func tion of th e

suc c ess of th e G roup’s c ustom ers in selling  th eir

ow n prod uc ts tog eth er w ith  th e d y nam ic s of th e

m ark etplac es th em selv es. In ord er to continue to

b e a suc c essful and  g row ing  b usiness, th e G roup

rem ains com m itted  to operational im provem ents,

c ost red uc tion and  v alue enh anc em ent th roug h

prod uc t and  proc ess d esig n and  d ev elopm ent.

O perational ex c ellenc e, im pec c ab le c ustom er

serv ic e and  profitab le pric ing  rem ain

core ob jec tiv es.

T h ese polic ies and  im prov ing  m ark ets leav e

S enior w ell plac ed  to g row  in th e future.

C h ief E x ecu tiv e’s  Sta tem ent


