PRIVATE MARKETS SPECIAL

Which developments led to the
focus on Aerospace & Defence?
‘Since the COVID-19 crisis, we have strongly
believed that economic value creation
around the world would pivot from
generation of efficiency to generation of
resilience. After decades of low interest rates
and globalisation that allowed economic
players to optimise their production, supply
chains and capital structure, de-
globalisation and higher interest rates are
pushing these same players to strengthen
their robustness by repatriating production
close to the consumer.

Cybersecurity, Aerospace and Defence are
key sectors for protecting our economic
model and European sovereignty’

What are the challenges and
opportunities in Aerospace &
Defence?
‘Aerospace and Defence are inherently dual
use, combining civil and military applica-
tions. This duality fosters innovation,
enables synergies between defence and
commercial programmes, and preserves
essential skills. Today, both the defence and
commercial aviation sectors face the same
4 — — challenge: the need to rapidly increase
ca p Ita I s I “ 9 o “ production rates to fulfil record order

books.
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record levels. For example, some have more
than 10 years’ worth of production to
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By our editorial team Why are private market
investments important for the
Aerospace & Defence sector?
‘In the Aerospace & Defence sector, certain
listed companies benefit from visibility on
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‘Since the COVID-19
crisis, we have
strongly believed
that economic
value creation
around the world
would pivot from
generation of
efficiency to
generation of
resilience!

the sector’s growth prospects, such as
Rheinmetall*. They aim to double revenues
to € 20 billion in 2027 and achieve an
operating margin of 18% in 2027°.

This unprecedented acceleration in
production rates requires massive amounts
of capital to strengthen the balance sheets of
the key links in the supply chain, whose
debt levels have increased over the period
2020-2022°.

Given the complexity of the sector, a key
differentiator to invest in Aerospace &
Defence is to benefit from the experience of
the investments teams, operating partners,
experts and relevant advisors’ networks. It
is essential to have in-depth knowledge of
challenges and innovations related to these
sectors, and this is where private equity
plays a crucial role.

What are the key risks associated
with investing in the private market,
and how do you address them?
‘Some of the risks are geopolitical and
regulatory uncertainties, supply chain
disruptions, technological obsolescence
and the cyclical nature of end markets.
Private companies may face challenges
related to governance, transparency and
liquidity. We address risks through rigorous
due diligence, active portfolio management
and close engagement with management
teams.

Our sector expertise and network of
industry experts support us to anticipate
and mitigate operational and strategic risks.
We prioritise diversification across sub-
sectors, maintaining a disciplined approach
to capital structure and exit planning’

How are you positioned currently?
‘We are well positioned to capture
opportunities in Aerospace & Defence,
leveraging our deep sector knowledge,
strong relationships with industry leaders,
and flexible capital solutions. We have a
dedicated team focused on identifying
high-quality assets across the value chain,
from materials and components to
advanced systems and services. Our
investment strategy targets resilient niche
players and consolidation platforms that
can benefit from increased scale and supply
chain integration. We are actively deploying
capital in Europe and beyond, supporting
companies critical to the resilience and
sovereignty of the sector’

Do you encounter resistance from
institutional investors due to ESG
considerations?

‘ESG considerations are increasingly
important for institutional investors,
particularly in sectors such as Aerospace &
Defence. While some investors may have
restrictions or heightened scrutiny
regarding defence-related investments,
many recognise the essential role these
industries play in national security,
technological innovation and economic
resilience. We maintain a robust ESG
framework engaging proactively with
investors to address their concerns. We
focus on responsible investment practices,
transparency, alignment with international
standards and invest in companies that
demonstrate strong governance, ethical
practices, and a commitment to
sustainability’ m

Dassault Aviation, January 2025

Airbus and Boeing, December 2024

Airbus, 2025

For illustrative purposes only, does not constitute investment advice
Rheinmetall: Rheinmetall, Annual Report 2024
https:/www.tikehaucapital.com/~/media/Files/T/Tikehau-Capital-V2/
documents/news-and-views/tikehau-focus-defence-en.pdf
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Disclaimer

This document has been prepared by Tikehau Capital for information purposes
only. It does not create any obligation on the part of Tikehau Capital. The
information contained herein does not constitute an offer to subscribe or a
solicitation to acquire securities, options, fund units or any other products or
services, or a recommendation to make any investment or transaction. It does
not take into account the investment objectives or financial needs of the
recipient. No action should be taken or omitted on the basis of this document.
This document does not constitute advice on legal, tax or investment matters.
Recipients should therefore rely on their own examination of such matters or
seek advice. Before making any investment (new or continuing), please consult
a professional advisor and/or investment consultant. Tikehau Capital cannot
be held liable for any decision taken on the basis of this document. The
statements in this document are made as of the date of this document, unless
otherwise indicated, and delivery of the document does not imply that the
information contained herein is accurate as of any subsequent date. However,
the information contained in this document has been obtained from sources
whose reliability Tikehau Capital has made its best efforts to ensure as of the
date of this document. Certain economic and market information contained in
this document is derived from sources published by third parties. While these
sources are believed to be reliable, neither Tikehau Capital nor any member of
the management team can be held responsible for the accuracy of such
information. Any statement contained in this document made in the context of
an opinion and/or belief, as well as any forecast, or statement relating to
expectations, concerning future events or the potential performance of a fund,
represents only Tikehau Capital’s own assessment of, and interpretation of, the
information available as of the date of this document. As a result of these
various risks and uncertainties, actual results may differ materially from those
reflected in this document. This document has not been verified or approved
by any regulatory authority. For further information, please contact Tikehau
Capital.

Henri Marcoux

Deputy CEO, Tikehau Capital

Fabien Roualdes

Co-Head of Aerospace &
Defence, Private Equity,
Tikehau Capital

SUMMARY

Aerospace & Defence is a key
sovereign industry in Europe
with a rising demand for
resilience.

Both Commercial Aviation
and Defence have booked
an unprecedented level
of orders and now need
to strengthen their supply
chains to deliver.

Aerospace & Defence offer
attractive opportunities but
also present challenges in
production, innovation, and
risk management, requiring
deep expertise.

ESG considerations
increasingly shape
investment decisions in
Aerospace & Defence,
emphasising transparency
and responsible practices.

NUMMER 5 | 2025 m


https://www.tikehaucapital.com/~/media/Files/T/Tikehau-Capital-V2/documents/news-and-views/tikehau-focus-defence-en.pdf
https://www.tikehaucapital.com/~/media/Files/T/Tikehau-Capital-V2/documents/news-and-views/tikehau-focus-defence-en.pdf



