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FY 2019 BUSINESS MIX 

§ UTC was initially founded in 1934 as United Aircraft Corp., however through
an emphasized M&A strategy, the company diversified into different industries
and rebranded itself as UTC in 1975

§ Operating Segments1:
§ Otis: Provides elevator and escalator manufacturing, installation and

service to commercial, residential and infra property sectors; spun off in
Q2’2020

§ Pratt & Whitney: Manufacturer of aircraft engines, which are sold to
commercial and military end markets

§ Carrier: Provides heating, ventilating, air conditioning, refrigeration, fire
and security solutions for residential, commercial and industrial markets;
spun off in Q2’2020

§ Collins Aerospace Systems: Manufacturer of advanced aerospace
products and aftermarket service for general aviation markets

§ End Markets:
§ Predominantly oriented towards commercial and industrial; key clients

include Airbus and Boeing
§ Exposure to military end markets is mostly oriented to the U.S.

government and the Department of Defence

4

United Technologies 
COMPANY OVERVIEW L2Y SHARE PRICE PERFORMANCE2

Notes: Information as of November 12, 2020. All amounts in US$ millions, unless otherwise stated.
1. Prior to divestments related to the merger 
2. Prior to merger completion date (April 3, 2020)
Source: Bloomberg, Company filings and Capital IQ

Share Price (US$)

A

B

C

E

D

F G

H

A May 4, 2018: After initial roadblocks, EU 
regulatory agencies approve UTC’s 
acquisition of Rockwell Collins

E Jun. 9, 2019: UTC announces an 
agreement to merge with the Raytheon 
Company 

B Sep. 25, 2018: UTC’s CEO states that both 
China and the DOJ will approve the 
acquisition of Rockwell Collins 

F Oct. 10, 2019: Raytheon’s CFO stats that 
regulatory approvals look likely regarding 
the mega-merger with UTC

C Nov. 11, 2018: UTC receives approval from 
China regarding Rockwell Collins acquisition

G Mar. 3, 2020: Amidst the Pandemic, equities 
slightly recover as the Fed cuts rates 

D Nov. 26, 2018: Rockwell Collins acquisition 
closes; UTC announces plans to spin off 
Otis and Carrier businesses to shareholders

H Mar. 23, 2020: Trough of COVID-19 Bear 
Market (S&P 500 YTD: -34%)

COVID-19

FY2019 Revenue Mix FY2019 Geographic Mix

62%17%

12%

9%

United States Europe

Asia Pacifc Other
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BUSINESS SEGMENTS REVENUE  

EBITDA FREE CASH FLOW GENERATION

§ Prior to the merger, majority of UTC’s business was driven by the 
aerospace industry, with the bulk being oriented towards commercial 

§ The Company had seen strong revenue growth over the past few years, 
which had been driven primarily by acquisitions of brands such as Collins

§ UTC had been subject to margin pressure as a result of increasing costs 
related to acquisitions; however, margins largely recovered in 2019

§ Due to UTC’s acquisition-intensive nature, free cash flow generation has 
been lumpy, particularly in 2018 when Rockwell Rollins was acquired 

Company Financials 
United Technologies 
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$13,113

$18,608
$20,892

$26,028

16.7% 23.7%
26.6%

33.1%

1 3%

1 8%

2 3%

2 8%

3 3%

3 8%

$ 0

$ 5,0 0 0

$ 10 ,0 00

$ 15 ,0 00

$ 20 ,0 00

$ 25 ,0 00

$ 30 ,0 00

Otis Carrier Pratt & Whitney Collins Aerospace

Segment Revenue As a % of Total

$6,330 

$3,221 

$1,406 

($2,073)

$3,205 11.3%

5.6%

2.3% (3.1%)

4.2%

-4 .0 %

-2 .0 %

0 .0%

2 .0%

4 .0%

6 .0%

8 .0%

1 0.0 %

1 2.0 %

1 4.0 %

-3 00 0

-2 00 0

-1 00 0

0

1 00 0

2 00 0

3 00 0

4 00 0

5 00 0

6 00 0

7 00 0

2015 2016 2017 2018 2019

Free Cash Flow Margin



Non-Target Securities 

$100

$120

$140

$160

$180

$200

$220

$240

Ap
r-2

01
8

M
ay

-2
01

8
Ju

n-
20

18
Ju

l-2
01

8
Au

g-
20

18
Se

p-
20

18
O

ct
-2

01
8

N
ov

-2
01

8
D

ec
-2

01
8

Ja
n-

20
19

Fe
b-

20
19

M
ar

-2
01

9
Ap

r-2
01

9
M

ay
-2

01
9

Ju
n-

20
19

Ju
l-2

01
9

Au
g-

20
19

Se
p-

20
19

O
ct

-2
01

9
N

ov
-2

01
9

D
ec

-2
01

9
Ja

n-
20

20
Fe

b-
20

20
M

ar
-2

02
0

Ap
r-2

02
0

71%
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69%2%

14%

15%

Sales to the U.S. Government

U.S. Direct Commercial Sales

Foreign Military Sales

Foreign Commercial Sales

FY 2019 BUSINESS MIX 

§ Raytheon was founded in 1922 and together with its subsidiaries was a major
defence contractor for the United Sates

§ As of 2019, it was the fourth-largest defence contractor in terms of contracts
won and majority of the business relies on said contracts

§ Operating Segments1:
§ Integrated Defence Systems (IDS): Provides integrated air and missile

defence systems, notably the patriot-missile systems
§ Missile Systems (MS): Develops missile and combat systems for the U.S.

Forces and allied nations
§ Intelligence, Information and Services (IIS): Specializes in items such as

cybersecurity and data analysis, which are provided to operators such as
the U.S. Intelligence Community

§ Systems, Space and Airborne Systems (SAS): Provides sensors and
communication systems for operators such as the U.S. Air Force

§ Forcepoint: Develops cyber security and loss prevention products
§ End Markets:

§ In 2019, 69% of total revenue was generated by military defence contracts
from the U.S. government, with an additional 14% of total revenue being
generated by foreign military sales through the government

6

The Raytheon Company 
COMPANY OVERVIEW L2Y SHARE PRICE PERFORMANCE2

Notes: Information as of November 12, 2020. All amounts in US$ millions, unless otherwise stated.
1. Prior to divestments related to the merger 
2. Prior to merger completion date (April 3, 2020)
Source: Bloomberg, Company filings and Capital IQ

Share Price (US$)

A

B C

E

D

F

G

H

A Apr. 24, 2018: Defence sector sells off as 
Lockheed fails to boost forecasts and 
geopolitics appeared to be stable

E Jun. 9, 2019: UTC announces an 
agreement to merge with the Raytheon 
Company 

B Jun. 12, 2018: Defence sector sells off as a 
potential deal between the U.S. and North 
Korea is on the horizon 

F Oct. 10, 2019: Raytheon’s CFO stats that 
regulatory approvals look likely regarding 
the mega-merger with UTC

C Oct. 2018: A wave of M&A hits the defence 
sector as UTC acquires Rockwell and L3 
Tech merges with Harris 

G Mar. 3, 2020: Amidst the Pandemic, equities 
slightly recover as the Fed cuts rates 

D Jan. 2, 2019: Raytheon wins £250M 
contract with U.K.’s Ministry of Defence but 
impacted by U.S. government shutdown 

H Mar. 23, 2020: Trough of COVID-19 Bear 
Market (S&P 500 YTD: -34%)

COVID-19

FY2019 Revenue Mix FY2019 Geographic Mix
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BUSINESS SEGMENTS (FY2019) REVENUE  (FY2019)

EBITDA FREE CASH FLOW GENERATION

§ Sales were spread across four major segments all concerning the 
defence industry; with Missile Systems being the primary segment 

§ Revenue had been driven by predominantly organic growth via defence 
contracts as well as some minor acquisitions such as of Forcepoint 

§ The Company had been able to sustain consistent margins despite the 
downturn in the commercial aero industry

§ Free cash flow generation has also been consistent due to the strong 
organic business model Raytheon possessed

Company Financials 

Notes: Information as of November 12, 2020. All amounts in US$ millions, unless otherwise stated.
Source: Bloomberg, Company filings and Capital IQ

The Raytheon Company 
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OVERVIEW THE SIGNIFICANCE OF CONTRACTS 

§ The Aerospace and Defence industry drastically changed 
following the end of the Cold War

§ The emphasis shifted away from large arsenals and towards 
innovative weapon systems, rapid deployment and extreme 
precision 

§ As a result, the industry has seen significant amounts of 
consolidation/M&A, which has led to large companies such as 
Lockheed, the Boeing Company and the newly formed Raytheon 
Technologies, winning a large portion of federal contracts issued 
by the U.S. Department of Defence 

§ As such, it is evident that scale and innovation are key drivers in 
the industry 

§ Majority of the industry is driven by military is driven by military 
spend, particular by the United States 

§ In FY2019, global military expenditure was estimated to be 
~$1.9T, with the U.S. Department of Defence accounting for 
$686B of that total spend

§ Defence spending continues to remain a priority for the U.S. but 
has somewhat stagnated in recent years further increasing 
competition and emphasizing the importance of winning contracts

§ In terms of market share, majority of large contracts for innovative 
weapon systems are tied up across the top 5 companies 

§ Outlook: A larger deficit may pressure defence spending but the 
situation is not the same compared to years following the GFC

HISTORICAL CONSOLIDATION AND U.S. DoD BUDGET TOP 10 FEDERAL DEFENSE CONTRACTORS FY20191

Aerospace and Defense
Industry Analysis 

4.8%
3.6%

2.8%
1.6% 1.5% 1.2% 1.2%

Notes: Information as of November 12, 2020. 
1. In US$ billions; market Share as a % of total DoD contract spend in 2019 
Source: FPDS.gov, National Bureau of Economic Research and Congressional Research Service 

The combined entity would be the 
third largest Federal Contractor

1993: Northrop-
Grumman Merger 

($12B)
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Martin Marietta 
Merger ($10B)
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McDonnel Merger 
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2019: UTC –
Raytheon Merger 

($90B)

1999: MES – British 
Aerospace Merger 

($8B)

2018: L3 – Harris 
Merger ($20B)

2017: Rockwell – UTC 
Acquisition ($30B)
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TERMS MARKET REACTION1

PRO-FORMA OWNERSHIP2 BOARD OF DIRECTORS AND MANAGEMENT 

Transaction Terms 
Merger Overview   

§ The transaction was a mergers of equals, structured as an all-
stock deal worth roughly $90B based on an implied forward 
EV/EBITDA multiple of ~13.0x
§ No implied premium; termination fees of $2.4B (UTC to RTN) 

and $1.8B (RTN to UTC)
§ Raytheon shareowners received 2.3348 shares in the combined 

company for each Raytheon share they held
§ Net debt (Pro Forma) of $26B, of which UTC contributed ~$24B

§ Resulted in an "A-rated" credit profile for the merged entity
§ Although both boards approved the transaction, there was 

shareholder backlash
§ Bill Ackman, CEO of hedge fund Pershing Square, and Daniel 

Loeb, CEO of hedge fund Third Point, both voiced their 
opposition against the deal

47%
53%

Raytheon
UTC

Notes: Information as of November 30, 2020. 
1. June 3, 2019 set as Index:100  
2. On a fully diluted share basis 
Source: Bloomberg and Raytheon Technologies

§ Upon completion of the deal, UTC shareholders owned 53% of the merged 
entity, while the remaining 47% was owned by Raytheon shareholders 

Raytheon would be given 
seven of the board seats 
in the merged entity, with 

RTC CEO Thomas 
Kennedy becoming 
Chairman of RTX

UTC would be given 
eight of the board seats 

in the merged entity, with 
UTC CEO Greg Haynes 
becoming CEO of RTX
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Defence Aerospace
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REASONS BEHIND THE MERGER VALUE CREATION THROUGH COST SYNERGIES

COMPETITIVE LANDSCAPE1 TRACK RECORD OF SYNERGY REALIZATION 

Reasons for Merger
Merger Overview 

Notes: Information as of November 12, 2020. 
1. A&D sales In US$ billions
2. In US$ billions; market Share as a % of total DOD contract spend in 2019 
Source: Bloomberg and Raytheon Technologies

$101

$74
$69

$54

$38
$32 $31

$25
$13

The combined entity would be very 
well diversified relative to peers and 

would be the third largest A&D 
company

§ Technology:
§ Significant potential overlap in technological competencies 

in both Defense and Commercial Aerospace areas
§ Value Creation Through Synergies:

§ ~$1B+ in gross annual cost synergies expected by "year 4"
§ Increasing Competitive Advantage and Scale:

§ The transaction creates the 2nd largest U.S. A&D company by 
revenue and scale in the A&D market is key since it unlocks the 
potential to direct more investments on advanced capabilities

§ Diversification:
§ Given how the defense and aerospace industries have very 

different cycles, the combined portfolio of Raytheon's steady 
cash flow profile complements United's more cyclical business 

0

2 00

4 00

6 00

8 00

1 00 0

1 20 0

1 2 3 4 5 6 7Announced Realized Announced Revised
+++

$350-
$400M

$600M+
$500M

$600M+

$1B+ Pre-
Taxes Cost 
Synergies  

Net:
$500M+

UTC’s track record of synergy 
realization may suggest that there 

may even be more value-add in the 
merger with Raytheon

$350M+ § Driven by improvements in supply chain logistics, end market 
and procurement  

$325M+

$175M+

$150M+

§ Driven by corporate and segment consolidation 

§ Driven by facilities consolidation and elimination of redundant 
processes 

§ Driven by improvements in IT and other SG&A improvements
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REGULATORY PROCESS REQUIRED DIVESTITURES 

HISTORICAL M&A PRO-FORMA STRUCTURE 

Target Acquirer Deal Specifics   Approval? 

$30B acquisition of Rockwell 
Collins by UTC in 2017; resulted in 
the Collins Aerospace segment 

✓
$20B merger of equals in 2018 
between L3 Technologies and 
Harris, resulting in L3 Harris 

✓
Proposed merger in 1998, which 
was abandoned as a result of DoD 
and DoJ resistance ✕
$10B merger between Lockheed 
and Martin Marietta in 1993; 
resulted in Lockheed Martin 

✓
$12B merger between Northrop 
and Grumman in 1993; resulted in 
Northrop Grumman 

✓

Regulatory Approval 
Merger Overview 

Notes: Information as of November 30, 2020. 
Source: Bloomberg, DoJ, European Commission and Raytheon Technologies

§ Following UTC’s acquisition of Rockwell Collins, UTC announced 
that it was splitting itself into three separate entities: 
§ The Otis elevator segment and the Carrier segment were set to 

be spun off into independent companies; 
§ These spin offs were completed in Q2’2020 following the 

merger with Raytheon 
§ For the merger to be completed, the DOJ required UTC and 

Raytheon to divest the following:
§ Raytheon’s military airborne radios business and UTC’s military 

GPS and large space-based optical systems businesses 
§ The U.S. DoJ cited that without these divestitures, the merger 

would eliminate competition between two of the primary 
suppliers to the DoD

§ Due to the sheer sizes of the companies involved and their 
positions in the A&D industry, the merger was subject to much 
scrutiny 

§ Both UTC and Raytheon were companies that were the only 
manufacturers of certain products:
§ Raytheon and UTC were two of the very few suppliers of the 

core military GPS technology worldwide 
§ As such, the merged entity would have faced very limited 

competition from alternative suppliers following the completion 
of the transaction 

§ Following the necessary divestitures, RTX announced that it had 
received all necessary regulatory approvals, March 30, 2020, from 
the likes of the DoJ and the EU

Spun off as 
independent 

companies in 2020 Acquired by 
Francisco Partners in 

October 2020

Military airborne radios 
business sold to BAE 

Systems for $275M

Collins Aerospace’s military 
GPS business sold to BAE 

Systems for $1.9B
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Timeline
Merger Overview 
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Notes: Information as of November 30, 2020. 
1. A&D sales In US$ billions
2. In US$ billions; market Share as a % of total DOD contract spend in 2019 
Source: Bloomberg and Raytheon Technologies

A June 8, 2019: Initial proposal is submitted by United Technologies F October 11, 2019: Both Raytheon and UTC’s shareholders vote to approve the 
proposed deal; UTC’s CEO states that the deal will likely be approved by regulators

B June 9, 2019: UTC’s Board of Directors approves the proposed deal  G March 13, 2020: The European Commission approves the deal pending the 
divestitures of certain GPS and military radio segments 

C June 9, 2019: Raytheon’s Board of Directors approves the proposed deal  H March 26, 2020: The Anti-Trust Commission approves the deal pending the 
necessary divestitures 

D June 9, 2019: The proposed deal is officially announced to the public I April 3, 2020: Deal is completed, and Raytheon’s stock is unlisted while UTC’s stock 
is relisted as Raytheon Technologies (RTX); 

E June 28, 2019: Third Point’s CEO, Daniel Loeb, voices his disapproval of the 
proposed deal citing that the merger reasons are largely invalid 

J April 3, 2020: Following the completion of the deal, UTC segments Otis and Carrier 
Group are spun off as independent companies 

A - D E F G H I

J
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54%
46%

Pro-Forma Sales by End Market 

Defence Commercial

15

END MARKET EXPOSURE  PRODUCT OFFERINGS 

Commercial Aerospace Defence 

§ Avionics 

§ Commercial Propulsion 
systems 

§ Power generation 

§ Electro-Optical Intelligence, 
Surveillance & Reconnaissance 

§ Military Propulsion Systems 

§ Resilient Position, Navigation & 
Communications 

§ Cyber protection 

§ Air traffic management

§ Autonomy, AI & Machine 
Learning 

§ Radar, Sensor & Electronic 
Warfare

§ Missiles and Air & Missile 
Defence

§ System-of-Systems Integration

PRO-FORMA FINANCIAL PROFILE PRO-FORMA CAPITAL STRUCTURE 

Sales ~$44.7B ~$28.9B ~$73.6B

Operating Profit ~$5.8B ~$3.5B ~$9.3B

Operating 
Margin ~12.9% ~12.2% ~12.6%

EBITDA ~$8.0B ~$5.4B ~$13.5B

FCF ~$3.2B ~$2.8B ~$6.0B

Net Debt ~$24.0B ~$2.0B ~$26.0B

Pro-Forma Entity 
Merger Overview 

Notes: Information as of November 30, 2020. 
Source: Bloomberg and Raytheon Technologies

55%
45%

Pro-Forma Sales by Geography

United States International

57%

43%

PF Equity PF Debt
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COVID-19 PANDEMIC IMPACT COST OF GOODS SOLD MARGIN 

§ RTX had planned to cut 1,000 corporate jobs as a result of the 
merger, however the pandemic exacerbated the layoffs, as the 
decrease in commercial aerospace sales resulted in 20,000 
employees being laid off 
§ Management stated it does not expect commercial air traffic to 

return to 2019 levels until at least 2023 
§ In addition, RTX also reduced its infrastructure, which takes up 31 

million sq. ft., by 20% - beyond the 10 percent goal for the merger
§ Management had set goals such as reducing costs by about $2B 

in Q1 making the reduction in headcount a necessary action  
§ The pandemic has slowed the post-merger integration as many 

customers have cancelled orders; as such RTX’s defence 
business will be the main source of cash flows in the near future

SG&A MARGIN VALUATION

Post-Merger Integration 
Merger Overview 

61.4% 62.1% 58.9% 55.0%

52.9% 51.9% 54.7% 60.1%

77.5%

2016 2017 2018 2019 2020

RTN UTC RTX

6.75x

5.27x
6.11x

8.25x

RTN UTC RTX (Apr. 2020) RTX (Nov. 2020)

EV/EBITDA

10.8% 11.0% 10.9% 10.2%

10.5% 9.8% 9.3% 9.6%

10.10%

2016 2017 2018 2019 2020

RTN UTC RTX

§ Despite the push to cut SG&A costs, from a margin perspective, the merged 
entity has not been effectively cut costs through the first 6 months post-
merger; however, the bulk of cost synergies are not expected until Year 3-4

§ The COGS margin has increased predominantly due to the pandemic and 
UTC divesting its Carrier and Otis segments, which were more cost-efficient

Notes: Information as of November 30, 2020.
1. LTM
Source: Bloomberg, Company Filings 

1

1
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REVENUE FORECAST NET SYNERGIES FORECAST

VALUATION BUILD UP

Target Valuation - Raytheon 
Valuation

Notes: Information as of November 30, 2020. All numbers in US$ millions  
Source: Bloomberg and Raytheon Technologies

8.8%

13x

WACC

Exit Multiple 

$ 68,357
Terminal Growth 

Method 
Enterprise Value 

Assumptions Model Outputs Target Price 

$274.50Share Price

68%Terminal Weight 

4.8%
5.8%

6.5%
7.2%

7.5%
7.5%

0.0%
1.0%
2.0%
3.0%
4.0%
5.0%
6.0%
7.0%
8.0%

$0
$5,000

$10,000
$15,000
$20,000
$25,000
$30,000
$35,000
$40,000
$45,000
$50,000

2020E 2021E 2022E 2023E 2024E 2025E

Integrated Defense Systems Intelligence, Information and Services

Missile Systems Space and Airborne Systems

$810

$1,166 $1,060

$722

($228)

$702 

$2,023 

$920 
$626 

2020E 2021E 2022E 2023E 2024E 2025E

Revenue Synergies Cost Synergies (Net)
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PRO FORMA EBITDA IMPROVEMENT & ACCRETION CAPITAL STRUCTURE IMPROVEMENT

DEAL STRUCTURE FAIRNESS OPINION

§ The acquisition was dilutive over the forecast period, with most of 
the synergies coming in around year 3

§ Being a dilutive acquisition, we realize that the majority of  the 
value created through the merger is likely to materialize over the 
long term given Raytheon’s growth prospects

§ We believe United undersold themselves, limiting the firm’s 
intrinsic value which could have resulted in a compressed 
exchange ratio. This likely would have led to a potentially 
accretive acquisition in the short term

§ The dilutive nature of the acquisition limits the value to 
shareholders

Pro Forma Entity 
Valuation 

($228)

$1,512 

$3,189 

$1,980 

$1,348 

(25.4%)

(14.7%) (7.3%)

(18.3%)

(23.0%)

(29.3%)
-3 5. 0%

-3 0. 0%

-2 5. 0%

-2 0. 0%

-1 5. 0%

-1 0. 0%

-5 .0 %

0 .0%

(5 00 )

-

5 00

1 ,00 0

1 ,50 0

2 ,00 0

2 ,50 0

3 ,00 0

3 ,50 0

2020E 2021E 2022E 2023E 2024E 2025E

EBITDA Improvement Accretion / (Dilution)

4.2 x
3.2 x 2.6 x 2.5 x 2.4 x 2.4 x

9.1 x

7.0 x

5.6 x
4.6 x 4.2 x 3.8 x

2020E 2021E 2022E 2023E 2024E 2025E

Standalone Acquirer Net Debt / EBITDA

Proforma Debt / EBITDA

57%

43%

Pro-Forma Ownership

UTC RTN

100%Stock 
Consideration

2.32XExchange 
Ratio

0%Premium 
Paid

Notes: Information as of November 30, 2020. All numbers in US$ millions  
Source: Bloomberg and Raytheon Technologies
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Commercial Aerospace and Defence 
Precedent Transactions 

Target Acquirer Deal Value Premium Implied 
TEV/EBITDA Description

$29.5B 8.62% 14.0x

§ Friendly acquisition of Rockwell Collins, a
producer of aircraft equipment, by United
Technologies in a cash/stock deal

§ Deal was announced on September 5th, 2017 and
closed on November 27th, 2018

L3 $19.6B -- 14.2x

§ Merger of equals between Harris and l3
Technologies in an all-stock merger at an
exchange ratio of 1.3

§ Deal was announced on October 14th, 2018 and
closed on July 1st, 2019

$16.5B 43.57% 12.8x

§ Friendly acquisition of Goodrich, a producer of
aircraft equipment such as landing systems, by
United Technologies in an all-cash deal

§ Deal was announced on September 21st, 2011
and closed on July 27th, 2012

$9.7B 28.3% 13.5x

§ Friendly acquisition of CSRA, a provider of IT
solutions, by General Dynamics in an all-cash
deal

§ Deal was announced on February 12th, 2018 and
closed on April 4th, 2018

$9.2B 25.4% 14.8x

§ Friendly acquisition of Orbital ATK, a defence and
space contractor, by Northrop Grumman in an all-
cash deal

§ Deal was announced on September 18th, 2017
and closed on June 7th, 2018

$3.9B 36.4% 13.8x

§ Friendly acquisition of Orbital ATK, a defence and
space contractor, by Northrop Grumman in an all-
cash deal

§ Deal was announced on October 10th, 2018 and
closed on March 14th, 2019

Average 28.4% 13.9x

Notes: As at November 30, 2020
1. As of announcement date 
2. LTM EBITDA
Source: Bloomberg

(1)

(2)
(1)
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AN INDUSTRY BEHEMOTH … … BUT THE JURY IS STILL OUT 

§ The merger created an industry giant with exposure across both 
aerospace and defence 
§ This diversification has proven to be key as the pandemic has 

significantly set back the commercial aerospace industry 
§ Additionally, international sales offer further end-market 

diversification
§ On paper, the merger should benefit greatly from synergies as 

both businesses have complimentary product offerings  
§ Raytheon should be able to leverage UTC’s commercial aero 

products to amplify its military offerings and vice versa 
§ The pro-forma entity also benefits from a solid balance sheet; 

which ample cash flow generation and reasonable leverage  

§ Despite the potential for synergies and the benefits of diversifying 
the business, concerns are still present for RTX:
§ Recovery in the commercial aero industry is critical, however 

the outlook remains cloudy given the pandemic 
§ The pandemic has also minimized the initial benefits of cost-

cutting synergies 
§ On a quantitative basis, the value-add of the net synergies are 

modest and the deal structure may have not been in the best 
interest of UTC 

§ The timing of the merger is also a bit odd, considering UTC 
was undergoing a significant restructuring and was still 
attempting to integrate Rockwell Collins into its business 

Conclusion 

Notes: Information as of November 12, 2020. All amounts in US$ millions, unless otherwise stated.
Source: Bloomberg, Company filings and Capital IQ

Although the pro-forma entity is a significant player in the A&D industry, post-merger integration and synergy realization will be key amidst a 
turbulent industry 



Thank You 
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DEAL TERMS PRO-FORMA CASHFLOWS 

Deal Calculations 
Appendix 

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 
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RTC Projected Income Statement  
Appendix 

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 
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RTC Projected Balance Sheet 
Appendix 

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 
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RTC DCF Valuation 
Appendix 

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 

13x
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Raytheon Valuation Sensitivity Table
Appendix

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 



Non-Target Securities 30

UTC Projected Income Statement  
Appendix 

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 
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UTC Projected Balance Sheet  
Appendix 

Notes: As at November 30, 2020
Source: Bloomberg, Company Filings, Non-Target Securities 


