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发言人1   03:56
good. And welcome to the R, T, X third quarter twenty twenty six earnings conference call. My name is the teeth, and I will be your Operator for today. As a reminder of this conferences being recorded for replay purposes on the call today, our Chris kalia, chairman and chief executive officer, new mitral chief financial officer and Nathan, where vice president of investor relations of this call is being web cast live on the internet, and there is a presentation available for download from RTX website at WWW that RTX that com. 

发言人1   04:37
Please note, except where otherwise noted, the company will speak to results from continuing Operations, exploding acquisition accounting adjustments and net non recurring and or significant items, often referred to by management as other significant items. The company also reminds listeners that the earnings and cash flow expectations and any other forward looking statements provided in this call are subject to risk and uncertainty. YRTXSCC filings, including its forms eight k, ten q and ten k, provide details on important factors that could cause actual results to different materially from those anticipated in the four looking statements. 

发言人1   05:25
Once the call becomes open for questions, we asked the to limit your first round to one question per color to give everyone the opportunity to participate. To ask a question, you will need to press star one one on your telephone. You may ask further questions by reinventing yourself into the q as time permits. 

发言人1   05:47
With that, I would turn the call over to mister clio. Thank you. Good morning, everyone. Our continued execution and Operational focus enabled us to deliver another very strong quarter of results to artis. 

发言人1   06:00
On the top line, adjusted sales were twenty five billion, up twelve percent organically with double digit growth across commercial I commercial after market and defense adjust. Ebs of two dollars in twenty six cents was up fifty six cents, or thirty three percent year over year, including twenty five cents from my ea cost recovery. And free casual was again strong at two point one billion. 

发言人1   06:25
So overall, we're very pleased with a continue momentum in our Operational performance across the company. In q three, we also continue to see robust global demand for our products and services and a very well position to meet our growing customer needs across commerce, space and defense. R, T, X ended q three with another record backlog of three hundred and forty billion of thirty six percent year, a year in eighteen percent sequentially. 

发言人1   06:53
On the defence side, we book nearly fifty nine billion of awards with a booky bill of four point five seven, driven by approximately twenty three billion for tomahawk and over fourteen billion for mm. As we converted those framework agreements into multiple production contracts at radium in earlier this month, we also signed multiyear contracts for SM six and SM three one b. We're very pleased with our collaboration with the department of war on these contracts, which reinforced the need for our highly capable, improving systems. 

发言人1   07:24
And there will be a significant revenue driver for radiant over the next decade. You will provide some more details in a few minutes. On the commercial side, we received over twenty two billion of new waters in the quarter, representing over sixty percent year over year growth across the oe and after market. 

发言人1   07:43
Most notably, not announce significant g tf engine orders and commitments, including british airway selection of the gt f to power up to sixty three aircraft, adding another new g tf Operator to its expanding fleet. So far this year, we've received over eight hundred gt f waters and commitments and have a backlog over over eight thousand engines and commercial orders. At Collins, we're up over twenty percent year year, driven by the growing install days and breath of its content offerings. 

发言人1   08:14
So another strong quarter of wards across the company. 请关注公众号思维纪要社，更多纪要请加V西安20210130。okay. 

发言人1   08:25
Let me shift to the current Operating environment as we looked to close out the year in commercial error space, we continue to see positive trends with increasing oil production rates on key platforms, which is growing our installed base. For example, calenders commercial install days and prats narrowed powered fleet have grown made single digits year over year in q three. Commercial aftermarket also remain resilient with sixteen percent organic growth despite global rp k declining lately year every year. 

发言人1   08:57
Arara o demand continue to be strong and engine retirements were in line with our expectations. Additionally, we continue to see strength across business aviation with global business jet departures up year to date. And as a reminder, about sixty percent of the pack canada vet has not yet seen a first shop is IT. 

发言人1   09:17
On the defense side, we remain exceptionally well position to meet growing demand given an improving capabilities, regional partnerships and ability to produce at scale in the us. Were encouraged by the broad support for defence spending, including the need to expand munitioned debt and integrated air and missile defense capabilities. And our ongoing discussions with the department of war give us further confidence that are key programs will remain funding priorities internationally. 

发言人1   09:48
Demand is also rising with the fense budgets expected to grow across the european, asian pacific and minor regions next year, including significant spending by germany, poland in japan. Across these regions, we have partnerships with local companies and suppliers that help support the production of key systems, including patriot gmt, standard missile cayote and military engines. In europe, for example, we have over one hundred and thirty different suppliers that support our production work in that region. 

发言人1   10:20
And while the U. S. Government is currently Operating under a continuing resolution, our record backlog provides clear visibility to our sales expectations in the fourth quarter throughout next year, so our focus remains squarely on execution overall. 

发言人1   10:34
Based on our performance to date, we're again raising our full year outlook for just in sales, E, P, S and free cash. Well, you will take you see the details of the third quarter and our updated outlook in a few minutes. The first when we provided update on our strategic priorities on slide for i'll start with Operational execution. 

发言人1   10:54
We continue to leverage our CoOperating system to drive output and productivity. The company at prat, we're making progress across key G, TF initiatives on the gt f sleet management plan. The financial technical outlook remains on track. 

发言人1   11:11
P to b eleven hundred mo output was up over thirty five percent year over year in the quarter, is up over thirty percent year to date continually. Og were relatively stable as this mro output largely offset the expected engineer movs from the seasonally high utilization of the fleet during the summer months. We continue to expect aog reductions in q four. 

发言人1   11:33
Also, please, that the first GTF advantage powered aircraft was delivering united airlines and entered into service earlier this month. As a reminder, the advantage will double the time on wing performance, and we expect the production and to continue next year or also progressing certification of the hot section plus upgrade package that will bring ninety to ninety five percent of the advantage time on wing benefit back to the installed base. And we'll start incorporating this package into MRO visits early next year, shifting the coins or advancing structural cost actions to support further margin expansion. 

发言人1   12:10
This includes consolidating Operations, increasing manufacturing hours at best cost locations and reducing overheads layers enabled by these actions, Collins has delivered double digit organic sales growth this year while reducing indirect labor headcount. And that radiant were increasing musicians output as we improve material flow across the supply chain and drive productivity in our Operations. Year to date, output across our critical ministers is up over ninety percent year over year. 

发言人1   12:40
The material received that radiant of double digits over the same period across R, T, X were also depend AI in digital tools to improve speed and decision making in our Operations, for example, to a recent acquisition proud of integrating AI powered engine inspection software to accelerate bore scope analytics already use on legacy programs, this capability is being implemented across our immoral networks and has reduced overall production time by more than thirty percent where it's spent deployed. Max, this innovation and future growth in q three, we invested two point eight billion and company and customer funded research and development and captions to advance our technology road map, expand capacity on the technology front, we're innovating to meet our customers evolving needs were continuing to develop products with AI machine learning capabilities. For example, content is leveraging AI and certain products to assist air traffic rollers in making faster and smarter decisions in rathie has sensors deployed in the field that are using AI to identify objects and classify threatens. 

发言人1   13:51
Also in the quarter, collin's completed altitude testing of its next generation enhanced power and cooling system, known as epix. Eaps deliver a significant increase in cooling capacity across critical aircraft systems, is being offered to support technology upgrades on thirty five can also be used on other future defense and commercial aircrafts platforms in rathie's is progressing its composer weapons strategy to address the evolving needs of our customers. This concert of uses proven technologies from across our product portfolio as building blocks to develop new solutions that we can feel that are faster scale. 

发言人1   14:30
For example, we're developing a new effector where we're taking the rocket motor and steering control from one production program and combining IT with the seek from another program to cost effectively meet a specific mission requirement on an accelerated timeline. On the capacity front, we continue to invest to support higher output levels. In the quarter, rayyan completed fifty million doll expansion of its manufacturing facility in forest, mississippi. 

发言人1   14:58
This investment will support production ramps for the next generation jammer program in other radar systems in in connection with the municipal tract to imagine earlier or making incremental investments in our supply chain and Operations to ramp capacity and support significantly higher production rates. On the commercial side, Collins announced a new partnership with etihad t engineering to expand imo services in the middle east. This agreement will double come this footprint for the cell services in the region and support growing eight fifty and seven eight seven flies. 

发言人1   15:33
And prd announced an expansion of precision parts manufacturing in poland. This investment will increase capacity of complex component assembly for both commercial and military engines, including the gt, f and f one thirty five. And so we're pleased to see that our discipline focus on our strategic priorities is delivering Operational improvement and new capabilities for our customers. 

发言人1   15:55
Finally, I want to acknowledge the leadership update we announce last month. As you saw shane, I has decided to retire from the company after more than forty years in the airspace in defense industry. Sha's been a great partner in timid, and I want to thank him for his leadership at patch. 

发言人1   16:12
We're fortunately to have a very strong bench and are excited that joe Albert telly is taking over as the president of pattern witney. Joe, currently the presence of military engines and brings over three decades of experience across bread. okay. 

发言人1   16:26
With that, i'll handed over the meal to taking through the third quarter results and are updated outlook more detail. Alright, thanks, Chris. I'm on slide five. In the third quarter, adjusted sales of twenty five billion or up a eleven percent over year on an adjusted basis. And twelve percent organically. 

发言人1   16:46
This strong top line organic growth was driven by all three channels, with commercial ov up ten percent, commercial after market of sixteen percent and defense of ten percent adjust. Ted segment Operating profit of three point nine billion was up thirty nine percent year over year, driven by drop through and higher sales vme across the company. Improved productivity at radio and I have a cost recovery. 

发言人1   17:12
Segment margins expanded ed three hundred and ten basis points over year, including the benefit of approximate one hundred and sixty basis points from iii. Adjusted earnings for share of two dollars and twenty six cents was up thirty three percent from the prior year, driven by about forty three cents of Operational segment profit growth and approximate twenty five cents of a of recovery. This growth more than offset roughly twelve cents and below the line items, primarily from an expected higher tax rate at lower pension income on a gap basis or inks spare share from continuing Operations was a dollar ity nine and included twenty six sense of acquisition accounting adjustments, an eleven sense of restructuring and all of their non recurring items. 

发言人1   17:59
Free cash alone in the quarter was two point one billion and included approximate one hundred and sixty five million powdery metal related compensation and a personally three hundred million of ieb recovery. As Chris is mentioned, we converted four munition framework agreements into undefined tize contracts over the next several years. Right now will be focused on rapping the supply chain, our Operations and capacity to meet the associated production requirements. 

发言人1   18:28
As a reminder, these contracts include a funding approach that will essentially preserve up front free cash flow. We'll be making capex in other investments on these contracts over the next two to three years, and we'll recognize revenue as cost or charge of the programs. Therefore, we expect to see sales and profit contributions over the next several years as we capacities ze and then ramp to achieve full rate production over the multi year terms of each contract. 

发言人1   18:55
And over time, these contract had the potential to support market expansion at athon as we scale production. So overall, we delivered strong financial performance across R, T, X, and we're pleased with the significant growth in our backlog. Let's turn a slide six, and i'll take you to our updated outlook for the full year. 

发言人1   19:16
Given our performance today as well as the I epa recovery, we are increasing our full year outlook on the top line or raising our full year adjusted sales outlook by two billion on the low end and wanted a half billion on the high end to a new range of ninety seven to ninety seven and a half billion, up from our prior range of ninety five to ninety six billion. The cells increase is driven by continued defense performance, commercial oe strengths, Collins and higher gt f aftermarket volume of rats. This translate tes to full year RTX organic sales growth of between ten and eleven percent, up from our prior range of between eight and nine percent. 

发言人1   19:58
By channel, we now expect commercial oe sales to grow high single digits, which is that the higher end of our prior expected amid the high single digits driven by the production ramps columns within commercial affer market. We now expect sales to grow low double dish to low teens across the company, which is up from our prior expectation of low double digits, driven by higher g tf after market volume. And for defense sales, we now expect low double digit growth up from our prior range of high single digits, primarily driven by the performance at rave on. 

发言人1   20:33
On the bottom line, we are increasing our outlook for adJusting earnings for share by fifty five cents on the low end and fifty cents on the high end. We now see adJusting E, P, S between seven dollars and sixty five cents and seven dollars and seventy five cents for the full year, up from our prior range of seven dollars and ten cents to seven dollars, twenty five cents at the midpoint of our updated outlook. This increases primarily driven by approximately twenty eight sense of performance across the company and approximate five cents of a hiba recovery. 

发言人1   21:06
We've included the updated outlook for the associated below the line items in the apple antics of our webcast. Finally, we now expect free cash low to be between nine and nine point two billion for the full year, up from our prior range of eight and half to eight point seven five billion, driven primarily by even recovery as we look me on this year, based on the fundamentals of our company, our record backlog position and Operating momentum, we expect another year of top and bottom line growth, improving Operational margins and strong free cash low generation. And as we do every year, we'll be back on our fourth quarter, Colin, january, with our detailed outlook for twenty twenty seven. 

发言人1   21:47
With that, i'll handed over the Nathan to taking through the segments in more detail. Nathan? Thanks, neil. Starting with Collins on flight seven, sales for eight point four billion dollars in the quarter, up ten percent on an adjusted basis and twelve percent organically, driven by strength across all channels. 

发言人1   22:06
Excluding divestitures, commercial e sales were up twenty three percent, driven by higher volume on narrow body and wide body platforms. Commercial after market sales were up nine percent, driven by an eighteen percent increase in modern upgrades, at twelve percent increase in for visioning and at seven percent increase in part in repair. Defense sales were up seven percent versus the prior year during my higher volume across multiple programs. 

发言人1   22:36
Adjust the Operating profit of one point eight billion was about five hundred and ninety four million verses the prior year, driven by drop through on higher commercial volume, commercial mix and approximately two hundred and fifty million of ie of recovery in the quarter. Colins expanded margins by five hundred and sixty basis points year every year, including the benefit of structural cost actions and three hundred basis points of ie a recovery. Turning to call and follow your outlook. 

发言人1   23:06
Based on year to date commercially performance, we now expect sales to grow high single digits on an adjusted basis versus prior range of mid to high single digit. Organically, we now expect low double digit growth versus our prior range of high single digits to low double bit. With respect Operating profit, we now expect growth between nine hundred and twenty five and nine hundred and seventy five million dollars versus two thousand and twenty five, up from our prior expectation of between five hundred and fifty and six hundred twenty five million, driven by the drop your own increase sales volume, ongoing structural cost production initiatives and approximate two hundred and fifty million of IA recovery. 

发言人1   23:51
Shifting the plan winning on slide sales of nine point two billion dollars rubb ten percent on an adjusted and organic basis, driven by strength and commercial after market. Commercial AE sales were down five percent, driven by large commercial engineering. Commercial after market sales rubbed ed twenty one percent, driven by higher amaro volume, primarily G, T, F. 

发言人1   24:17
In military engines, sales are up two percent, driven by higher volume across multiple programs, partially offset by the prior benefit from f one thirty five contract award timing adjust. The Operating profit of nine hundred and sixty eight million dollars was up two hundred and seventeen million versus the prior year, driven by drop you on higher commercial aafa mark of volume and approximately a hundred and sixty million of ibo recovery. This was partially offset by large commercial way engine mix, commercial aftermarket mix and higher egat expense in the quarter. 

发言人1   24:56
Pass margins of ten and a half percent included one hundred and seven basis points of a of recovery. Turning to press full year outlook. We continue to expect sales to grow high single digits on both and adJusting and organic basis, most likely towards the top path of this range given the strength and commercial after market. 

发言人1   25:17
With respect Operating profit, we now expect growth between four hundred and seventy five and five hundred twenty five million dollars versus two thousand twenty five, up from our prior expectation of between two hundred and seventy five and three hundred and fifty million, driven by the drop through an increased sales vim and approximate one hundred and seven million of eight five recovery. Turning to radio on flight, nine sales of eight billion dollars in the quarter, wpp, four hundred percent on both, and adJusting energy's places, driven by higher volume on naval programs and land and air defence systems, including patric standard missile and Thomas k. Adjust the Operating profit of one point one billion dollars was up two and seventy five million versus the prior year, driven by improved productivity, higher volume and favorable mix, including patriot programs. 

发言人1   26:12
Net productivity improved one hundred and four million dollars every year and included appropriate eighty five million of benefits in the quarter associated with an international contract modification and a favorable adjustment related to an offset obligation in the quarter rating unexpanded margins by a one hundred and ninety basis point ts year year bookings in the quarter were fifty two point three billion dollars, resulting in a book to bill of six point five four and a backlog of one hundred and thirty billion on a roling twelve months faces racing on books to bill is two point nine. In addition to the municipal tracts of Christ mentioned earlier, other key awards in the quarter included three point one billion to provide training systems for the british army, three billion are classified awards in one point eight billion for spy six production. Turning to radio full, your outlook. 

发言人1   27:10
We now expect sales to grow low teens on both an adJusting and organic basis. This is up from our prior range of high single digits to low double digits due to the strength they are mentioned. And we now expect Operating profit to grow between eight hundred and eight hundred fifty million dollars for of two thousand twenty five, up from our prior expectation of between five hundred seventy five and six hundred and fifty million, driven by the drop do on increase sales volume, improve productivity and favorable program mics. 

发言人1   27:42
With that, I hand IT back over the crisis for some closing reMarks. okay. Thanks, Nathan. 

发言人1   27:48
We delivered another strong quarter of results and our component and our updated for your outlook, reflecting the continued execution across the company, and I want to thank all of our employees for their dedication to mission. RT. X is exceptionally well position across commercial air space in the fence. 

发言人1   28:05
With our leading franchise es, growing install base and record backlog, we remain focused on executing on our commitments, investing in the right technologies and capacity and leverage aging our breath and scale to drive top and bottom line growth this year and beyond. With that, let's open them up for questions. In the interest of time and to allow for broader participation, you are asked to limit yourself to one question. 

发言人1   28:33
To ask a question, you will need to press start one wanting a telephone. Our first question comes from the line of shila kaya gu of jeff is your question please? Shiller, sure. 

发言人1   28:49
Good morning of Christmas. And Nathan, maybe to some morning, guys. So counter up fourteen percent organically, margin fourteen percent will stand out as well. Obviously, someone time is in that margin number. 

发言人1   29:02
But you know, if we think about where you are today in the continuous margin improvement, can you talk them up specifically, raise you on and where we are on the missiles and municipal p as a number of additional you guys in hand now? And how do you think about the volume and margin opportunity as that against the feather in in twenty six and there after? Yeah thanks you. 

发言人1   29:23
Um you know as you noted, prepared with racing organic sales growth here in the quarter and even more so, the execution that underpin output across our critical muncie was up over ninety percent um and we're seeing output growth across other critical municipal grams as well. So very happy with the Operational performance the team is showing to ramp given the needs that out there in the market. Respect to the the conversion of the framework agreements to the uk's, again, a lot of hard work went into a lot of collaboration with the department war. 

发言人1   29:57
You know that's all in about seventy billion in combined value that provides rated on almost a decade of demand visibility, obviously critical not only for us but for our supply chain as we seek to take these rates up anywhere from two to four x and if these are binding contracts, they've got robust terms, including Price delivery schedules in the lake. And so now we've shifted IT into the execution phase, lining up supply chain, putting up POS for tooling and test equipment, all the things we need to do to make that rate. And we've also been working really closely with the department and all the actions necessary to accelerate the production, you streamlining test requirements, improving produce ability where we can, addressing obsolescence, qualifying new suppliers, twenty twenty five alone in rayon added one hundred and fifty new suppliers. 

发言人1   30:49
I've got to get that supply based strong gas we possibly can. And all right now, it's about just removing any and all bottle next so we can get to these higher rates terms of how this sort of fetters in. And we're going to execute these contracts over the next, say, seven to ten years. 

发言人1   31:06
And as neil noted of front, we're going to account ties like other defense programs. You know, revenue will be on a cost to cost spaces. And as we scale production and continue to drive the efficiencies, given the values here and given the visibility we've given the supply chain, we think these contracts have the potential to support margin expansion. 

发言人1   31:26
You know what rayyan, you know even beyond where they are today. Thank you so much. Thank you. 

发言人1   31:36
A next question comes from the line of Peter are at a bear. Please go ahead, teeter and thanks. Morning, Chris meal, nice results. morning. 

发言人1   31:46
A public public question, ability about Chris, thing about supporting all this growth type as a framework or deals and in the era rap. But how are you thinking about like cash conversion? You had a strong race for twenty six. 

发言人1   31:59
Um any puts and takes you know that we should be thinking about going for from here just regarding either framework caps or advances. Any color here? Be helpful. 

发言人1   32:07
thanks. Yeah, i'll start and and certainly ask me to the pilot in in as well, Peter. Again, you do this work at the fundamentals of this business. 

发言人1   32:17
They're pretty strong, robust demand, large installed base. So again, we think this supports our business being able to generate that ninety two hundred percent of free cash flows to adjust the net income. We've been pretty consistent in saying that. And you know there will be investments associated with the the uka and the demand were seeing, but they incorporate a collaboration funding approach to help with some of the upfront, you know free cash. Ww, so again, for us right now, um it's it's all about focusing on meeting this demand. 

发言人1   32:50
We ve got a three hundred and forty billion dollar backlog, got to make sure that we've got the supply chain where IT needs to be in the capacity, not only in our own shops, but again with some of the key suppliers. And so that's where the focus is going to be a Chris, maybe i'll add a couple of thoughts on you know, some of the things that we've concurred in twenty six and how they might play out as we start to turn the corner and look at twenty seven, not onna, give a twenty seven outlook today for free cash love. But know like I sit back and think about the underpinning of the drivers. 

发言人1   33:22
The first thing is we've obviously we ve been tAiling down on the powder of metal payment, so expect that to be probably about a five hundred million dollar tell when as we head into twenty twenty seven um you heard us talk this morning about the I uh refunds. So we had about three hundred million and cash coming in the third quarter is another fifty million, and it'll come in, in the fourth quarter and then that i'll be largely behind us. So that'll turn into a bit of a headwind. 

发言人1   33:48
I'm thinking there's probably about one hundred million a pension, have one as well. So all of that what the next to you about zero. So you step back and you think about the underlying drivers of the business. Christians talked about how the frameworks will play out largely a cash neutral um event as we had to twenty seven. So that IT comes down to segment Operating profit growth, which we're expecting to see we're going to Operational expansion of the margins. 

发言人1   34:15
So excluding the benefit that we just talked about for my apple will still grow our margins, and we're gona keep an eyes on the need for probably a little bit higher working capital as we continue to support you strong levels of organic sales growth. You saw, you know, we took our guidance up today, added two point of organic growth this year. We've seen some working capital draw still seeing in increase turns on events oria working capital. 

发言人1   34:41
But as we kind of position ourselves for the continued growth and delivering this three hundred and forty billion dollars a backlog, I could feel a little bit ahead one there. But all in all, expect cash flow to be up next year, a really well position about seventy percent of the way to our twenty twenty six goal so far and um still some work to do here in the fourth quarter. Feel good about where we said today. 

发言人1   35:02
Thank you. Seate the color. Preciate the color. Thanks guys. You but thank you. 

发言人1   35:08
Our next question comes from the line of rob stoler TA vertical research. Please go ahead, rob. Very good morning. Morning, of course, is very wonder for you all to the airline is struggling with the higher cost of fuel of the mettlesome. We've seen some of them pulling down the flight activity plans for the fourth quarter as well. 

发言人1   35:30
If you're seeing any change in behavior from your applying customers as a result of these chAllenges that are going through? Yeah, thanks, rob. You know you're we're closely engaging with the airlines and in doing bottoms up sort of fleet planning and understanding and kind of wear their head is in twenty twenty seven the impact of the cost headwinds that you just mentioned um looking obviously at the consumer and and the consumer health. 

发言人1   36:00
But what we've seen is what you saw in our numbers here in q three, which has been resilient demand and a resilient consumer. And we had sixteen percent organic growth and commercial aftermarket in q three are our GTFPW eleven output was up significantly thirty five percent year over year, and that demands going to continue into next year and grow. Content has continued to be strong on the v twenty five hundred. 

发言人1   36:26
And then as you heard night and say up front, and Collins had continued organic growth across all three channels with mother and upgrade and provisioning both up double digit. And we're also seeing again, retirements that have been relatively low in line with our expectation. So as we sit here today, rob h demand um has continued to be resilient, we think is durable. 

发言人1   36:50
And again, we're going to watch all the other things you know that everyone else is watching is we're ahead into twenty seven on, jeff, all the other cost headwinds. But you just step back for a minute and you kind of let your mind linger past some of these near term issues. I mean, there are really strong fundamental that underpin after market growth. 

发言人1   37:08
Mean, there's the auto warranty, flight hours, there's pricing, there's a growing installed base. So we feel very good medium, long term about our commercial after market positioning. That's great, express. 

发言人1   37:20
Thank you. And next question comes from the line of Christine iwa of Morgan. Your line is open, Christine. Hey, i'm good morning, everyone. Um you know maybe meal you you talked about with the ammunition contract that you've received. With that seven hundred seventy billion dollars in motier contracts, you're seeing production rates increasing two to four x over time. But you know these are just from the contracts that have converted to firm orders, but you've also got multiple framework agreement that have yet to convert to orders. 

发言人1   37:52
When we think about the opportunity set that's ahead, including what's you what you already got, how should we think about the cadences of revenue earnings contribution on an annual basis? Like when does this start to peak? Is this really more than an acceleration in twenty eight and beyond? Could we see some others in twenty seven? I know you don't want to give twenty seven guidance yet, but just help us understand ah how we should think about the cat, the revenue and growth. 

发言人1   38:16
sure. Thank thank you for the question in Christine. Good morning. Um so you know obviously, there are a few variables here. 

发言人1   38:23
The most important which is you know how that would defense budgets play out um in the coming months. But no none's were very confident in the demand in need for these important munitions. So as you pointed out, we've got two of the frameworks converted to undefined tize contracts in the third quarter. 

发言人1   38:41
We had two more that came here in the fourth quarter, so those will be included in our fourth quarter bookings. And you know, we booked a little bit of revenue on this here in twenty six, and we certainly do expect some of that to you ramp up in twenty seven as we begin to facilitate. But I think importantly, before even you get further on that, we ve got this enormous backside to deliver. 

发言人1   39:05
And so as I look at rayyan ne um you know twenty twenty seven and beyond outlook IT IT shows very strong top line growth opportunity in in its space backlog. And then you put this on top of that as well. And so we will get into the specific as you pointed out today. 

发言人1   39:23
But certainly I see this is starting to to rap um you know over the next two years in earnest um and really continuing through twenty thirty when we get into full rate production for the sweet of musicians that will be providing. great. Thank you. 

发言人1   39:43
Thank our next question comes from the line of miles walton of what research. Please go ahead. Miles morning, looking miles, miles. 

发言人1   39:55
You can have the margin performance of Collins, excluding a your nicely had eighteen percent. The implied four key margins come back down to ador below you were in the first half. And curious, you talked about the cost saving infinitives having impact. How sustainable are those and maybe what what you do thinking? 

发言人1   40:20
miles. We lost you their miles but from what what we did hear you ask ah who gets the question will reframe the question if you like IT. Now we heard the question on coins very go there you go go and see me here, you know. 

发言人1   40:38
So I was just looking at the margin performance at Collins. Excluding epa, you are nicely above eighteen percent in the quarter. IT looks like four q margin imply you drop back to at sixteen. 

发言人1   40:49
This curious, was there anything special about the quarter, which is interesting because you had very high OE. rates? And then maybe make a comment of the opportunity for expansion to twenty seven that meal, I think he will lead to expansion and cross the business. 

发言人1   41:04
yeah. Well, obviously were really pleased with where columns Operational margins were in the third quarter. And there really was nothing I would call out that was particularly unusual about the third quarter. So it's good to see the traction that um they're getting. 

发言人1   41:19
Everything we've been talking about for the last five years, Frankly, about higher a wee production, getting good absorption the after market drop through the increased content on the installed base is coming deformation. And we ve got good defense performance as well and really good, Martin. So the third quarter was strong and and very clean. 

发言人1   41:39
As we walk to the fourth quarter, you're right. We see a little bit to pull back on the margins. And what i'll tell you there is there's a couple of things. 

发言人1   41:45
First, obviously, we won't have to I refunds repeat for coins. That's all behind us here in the third quarter. We are investing in that business. 

发言人1   41:55
It's really important for us to make sure that we're prepared for next generation technology. And so IT, we'll see a little bit higher research and development in the fourth quarter as we usually do. But it's it's rapping a bit also um increasing our digital spend there. 

发言人1   42:09
That's a key element of the transformation that coins is going true in terms there you know reducing uh complexity, automating back office uh functions except a so that comes into play here. In the fourth quarter, we do see a little bit higher OE vm. And the fourth quarter probably gives us about forty basis points of margin had win in a few other timing ideas. 

发言人1   42:32
But fundamentally, the Collins margins remain really strong, and we expect the Operational margins to continue to expand into twenty seven. We'll talk more about that obviously in january. Maybe just mouse to hit on one party of question on sort of the sustainability on the structural cost reduction. 

发言人1   42:51
I would tell you and Collins to tell you that were in the relatively early stages of that, and we'd continue to see some really good, good progress there. You're neil. Talk about some of those initiatives. 

发言人1   43:04
It's consoler dating Operations, increasing cost of best cost locations, really attacking the overhead layers he saw sort of the indirect head contraction that we references ced in our reMarks. So these actions are going to continue to compound over time and and provide some some uh, nice tale and to Collins margins. Thank you. 

发言人1   43:27
welcome. And next question comes from the line. Ron epstein, e bank of america. Please go ahead, right? Good morning is um morning around. You could follow on here to a double question here um under uga，if they're not definitively, you look able the guys protected and you talk about that a little bit. They absolutely run. 

发言人1   44:02
And I won't get into the to the the detailed in terms, but what I will say is that we are protected if there are changes in the budgetary an environment, in changes in volumes. There was A, A critical part of our discussions. We want to move out quickly and get to these rates. The department you know understood that. But um there was also cogers into the fact that, that things could change in this budget environment um and that we've got you know the protections you know we need to feel good about moving out on these investments. 

发言人1   44:37
I will say though wrong, even with the sort of the budget risk that that sort of sits out there ah I do believe that our critical communities will be prioritized no matter how imagine nations ultimately shake out between is they're going to be a reconciliation what's in the base I think these uses are testament to how critical these musicians programs are and that they will continue to be prioritized as we go through the the budget process. So again, feel confident that will see these go through or protected. Um you on the downside just in case and and then if I may um when we were walking around the US, say one thing came up pretty much for every little good. 

发言人1   45:19
Nobody could get print of service place and then people having problems get in capacity and those resisters mathematic. So as you think about these around and this real fundamental components that are in short supply, some of IT largely good to them, what's going on? And me, you know, the AI build out. 

发言人1   45:37
Are you guys thinking about that right? Because you got this big sucking sound coming from a whole other side of industrial disorder and a lot of parts you guys would Normally use. Yeah absolutely run. You're hitting on the single you know biggest enabling factor in getting to these enhances rates. The two to four x that I mentioned before, it's absolutely going to take uh, a change in how we do things with our supply change. 

发言人1   46:04
You heard me mentioning up front some of things were doing differently in collaboration with the department in terms of stream mining test requirements, things that sit gently speaking within the department's preview, how do we be more efficient and how we do testing, how do we look at our requirements and really interrogate them to make sure that everything is absolutely necessary? And then how do we work with them to bring additional suppliers into the defense industrial base? When you're right, there are certain pieces that we are competing with other industries, mention the AI build out and keep in mind, are looking for a little bit different things than some of those folks. 

发言人1   46:42
But working with the government to you, make sure that the folks that are are, are producing the things that we need are prioritizing us, and we're not going to be left behind by virtue of I built out of other things, I will put critical minerals in that same category. These are things they're going be important for, both the commercial and defense, and we've been working those for a long time and the department's helped there as well. And germs are helping a secure long term supply to make sure that we've got what we need for twenty seven and beyond. 

发言人1   47:15
So i'll just do you. The supply chain focus is is cute and is where we're putting a lot of our energy focus and investment. great. 

发言人1   47:26
thanks. Thank you. And next question comes from the line of selection of the JP. 

发言人1   47:34
Morgan. Your line is open shift. Thanks very much and and boring everyone um more. 

发言人1   47:41
Uh Chris, I wanted to ask when you when you think about the um the NDA this year and the writer repair provisions that in there and and you know you guys have a big defense portfolio not just in radio but but also in in proud and Collins um you know how do you think about the potential impact of of that uh on on the company yeah thanks that that II want to speculate too, too much right now. I know that, that legislate the process is ongoing. And as you noted, the twenty seven budget is in final. 

发言人1   48:19
You know, again, we want to be supportive of our customers and their sustainment needs, but we're also going to need the kinds of protections around IP and protections around the investments you know that we've made and to make sure that now we can baLance those needs and the life cycle ownership needs of the customer. So again, I think ultimately will will get to the right place on this, and we will see how IT shakes out OK. Thank you. 

发言人1   48:51
Thank you. And next question comes from a line of Scott dorsey of doing bec. Your line is open, Scott. Hi, good morning, neal. ky. 

发言人1   49:03
Atrides were pretty when needs free cash log conversion is today relative to its after tax earnings? Didn't how you expect that the trend over the next few years? Thank you. 

发言人1   49:14
Warnings got. Thank you. listen. Um as I look at the first well, it's generating substantial cash flow um in twenty six IT has been um every year since the trough of coped. 

发言人1   49:27
So it's a very um productive and and cash low positive entity. Keep in mind you know about half of IT as commercial engines. Quarter of IT is military, a quarter of its black canada. 

发言人1   49:40
What's great about as we look forward as as you all know, we've made substantial investments in expanding our mo capacity, getting our the facilities put together for assembly of gtm engines. We expect that to um you continue as we continue to increase our lives. But um on the GTF after market, we've been doing a number of overhauls that our pay IT shopped as IT. 

发言人1   50:06
Those full interval shop visits are coming do here this year and into the next several years, and each of those shop visits brings with IT cash payment. So pratt will be you know a tail in to RTX is free cash flow over the next three years. I'm not going to put a number on IT today, but you ve heard the kind of growth rates we've demonstrated in the last two years in the ml output. 

发言人1   50:29
Uh, we expect you know strong um you call the low double digit um increases in shop is its as we go on to twenty seven and beyond. And so with that will come the cash from that we've we expect to to return the investment on the gtm. Can you say what percent of G, T, F. 

发言人1   50:47
Shop visits or pay IT overhaul? So you know we talked about the the contracting landscape before and about eighty percent of the no contracts for the GTF program are um under a long term contract. And I would say you know the vast majority of rit of pain shop visit uh contract. 

发言人1   51:10
And so you know the good news is as you've looked at the results of RTX and put a key part of that over the last few years, we have generated substantial free cash flow um and we have at the same time made substantial investments in overhauls over the last few years. And so the contract assert has grown in path. But over the next um you know three to five years, we will start to see that come down and generate town wins for the business. 

发言人1   51:38
Thank you. Thank you. Thank you. Our next question come from the line of john gotten our city group. 

发言人1   51:46
Please go ahead, john. Hey, guys, um thanks for taking my question. I was hoping we can just stay on pratt for a bit and maybe revisit margins. Obviously, modeling pratt margins is a lot of moving part yet, are you but i'm just curious how you guys self access performance recently um and and when we look out to a world where after market trends they strong as you described, ogs or declining, how should we think about the shape of a margin breakout eventually at any additional color would be helpful. 

发言人1   52:21
I'll start a john and then i'll ask you know neil to try in look, when you think about Price in pres, you know margin expansion of performance IT does center around the GT. F. You heard to talk earlier today about the mo performance on the eleven hundred of thirty seven percent year over year turnaround time, you know has come down and that's with heavy shop visits. 

发言人1   52:49
So yeah, really strong performance from an mo perspective, which will help drive log down here in the fourth quarter. And then it's really shifting, you know to the GT, F advantage in HS plus. Those are going to be that with two you know main thrust behind no margin expansion. 

发言人1   53:07
You are a large commercial and you know business gt. Fa is in production today. As you know, we talked about AEIS with united earlier. We were very pleased about that. 

发言人1   53:18
Um we're taking a discipline approach to that production cut over you know this configuration will get cut in over a period of several years to manage the risk. There's AA large proportion of the donor material that's common, but there's some that unique. You want to make sure those are up at the right rates as we cut that in. 

发言人1   53:36
And then on hot section plus, which as you know, is the effect of the derivative of the GTF advantage at ninety and ninety five percent of the durability benefits in in a kit. We're working with their boss and regulators to finalize certification, and we anticipate it's going to be installed into mro early next year, and we also expect that cut in to be more aggressive and faster. Then when I just described on the g tf you an advantage. 

发言人1   54:03
So again, if it's really onna come down to a continuing on the m output on gdf and then the cut over on g tf advantage and then the cut over on HS plus in our gtm shop visits, the only thing I would add, maybe you just put some some numbers around what we've talking about here. We've talked about prat being entitled to load a mid teens margins over the longer term. And you know when I look at the performance of the business um and the mix of installs and spare engines, the growing gdf after market to continued steady um v twenty five hundred shop visit um outlook that we have for the next several years, all of those things contribute to margin growth year over year. 

发言人1   54:50
Through the next five years, it's going to be a gradual growth. But importantly, as I just talked about a few minutes ago, if you will come with significant cash ful tail and as well as we convert, you know these shop is its to paying shop is that so the formula for margin expansion is in place. Um you know we've got good traction on on the aftermarket, on the pricing. 

发言人1   55:13
And I think that the team is focused on the right things at rate, we need to drive that growth over the next several years. And black guys, you're welcome. Thank you. 

发言人1   55:28
Are next question comes from the line of Scott, makers of malarious. Your line is open, Scott, Chris. The company is generating a lot of free cash flow and there is some sensitivity around stock by backs for defense contractors. 

发言人1   55:42
But earlier this year, we saw in north of failed to have its consent to c related to orbital acacias tion. Either wave you're modified, the administration allows that to go through. Would you look at acquiring a solid rock of motor supplier to help you with the ramming and missiles? Yeah thanks. 

发言人1   56:02
Uh appreciate I again, I think when we look at our supply chain, we're looking at all our possible constraint. Um we see constraints I mentioned earlier in castings and we were investing in our own ashfall facility there. We see constraint um in rock motors, as you noted, I talked earlier about critical minerals. 

发言人1   56:25
So we're always looking at whether now we deployed capital to bring no additional sources of supply, you know in in terms of qualifying new suppliers. And we're also always looking at places to the boy capital to to bring certain suppliers in how if we feel like it's a major boon deck on rocket motors in particular. I'll tell you, we're panning the supply base in enduring the department of ships with other solid rocket motor suppliers because I think that's just an area that we're just you're never gonna enough supplies there. 

发言人1   56:56
I think the demand is going to be incredibly high and continue no to spread that risk across a number of suppliers, which is why you have see some of our announcement that we've made in terms of our our partnerships with other rocket motor suppliers. So again, just step in back. We're always looking at ways to shore up our supply chain. 

发言人1   57:15
Um no, no immediate plans on on rocket motors. Again, that's more of a partnership strategy, but always looking for ways to strengthen the base. Got that. 

发言人1   57:26
Thank you. The next question comes from the line of matches of B. N. T. barba. Your line is open mat. 

发言人1   57:42
Mad, please make sure your line is in open this open. And if you have a speaker from the hands set. 

发言人1   57:55
But go to the next question, which comes from the line. 请关注公众号思维纪要社，更多纪要请加V西安20210130。Go to me. 

发言人1   58:10
A line is open. Yeah, good morning, guys. Wondering if you could character ze right? The foreign backlog given all the orders on the U. S. 

发言人1   58:19
Side this quarter? And then also um if you could talk a little bit about do the missing framework agreements because they are for mature programs, do the do the profit rates on those approximate that of the foreign ackoff visiting? Should we view IT as a substantial mixed tail wind over time? Thank you. 

发言人1   58:42
On the on the last party of question that you as I said earlier, as we continue to move into the production phase and we start to see the efficiencies come from the hier volumes and from our supply base, we think that these can support margin expansion. You know a rating on on the international side again continues to be know a very strong portion of the rain backlog. Know our international bookings are rayon p two and a half times year to day on a year over year basis so that international men continues to be very, very strong. 

发言人1   59:18
And yeah, I know we spent some overhanging regarding questions on the budget and like, but our international new customers continue to have really strong demand for our product, although that be europe minor asia pack. So the demand internally continues to be exceptionally robust. And and just to put a final point, um sorry, I mr. 

发言人1   59:39
Chris, thirty seven percent of the total backlog is international. It's fifty two percent if you exclude ammunitions contract, tha hawk and ARM that we added. So still very substantial uh we book nine billion dollars with the international orders at raking on during the third quarter, a little overshadowed by the size of tom hack and still really, really strong working. 

发言人1   01:00:02
And we expect the more here in the fourth quarter. So just a little lexi color there. Thank you. 

发言人1   01:00:10
welcome. Thank you. The last question comes to the line of kin hermit of RBC. 

发言人1   01:00:21
Capital market. Please go ahead. chance. yeah. Hi, good morning. Thanks for squazing. In as you look at the strong aftermarket growth in prat, um you've obviously talked a lot about the g tf strength. How much of that growth was DTF. 

发言人1   01:00:36
And can you give us anymore update and what you're seeing on Peter four v twenty five and maybe practice ted after market in the quarter? IT seems can list the majority of that growth came from the GTF after market. We're still seeing really solid content on the b twenty five hundred. 

发言人1   01:00:54
Um so q tree was lifted a little bit by you, particularly strong content um on the v program. So you know a little bit a little bit to grow there as well. We see that actually slowing down um in the fourth quarter just on the mix of the inductions and the engines gone through the shop. 

发言人1   01:01:12
But you know said in the last call, we expected about eight hundred job as is for uh, twenty twenty six. We are right on track to that rate uh through the you know end of the third quarter, and we see no change to that outlook in the fourth quarter. And Frankly, you know I think we see that number of shop is inductions um pretty flat and consist in your over year with again increasing content on the vee. 

发言人1   01:01:36
But you know as we look at where we are today and the top line growth and proud a lot of that being driven off of uh GTF program, which over time I will far out way you know the structure decline in the v2 one hundred powered aircraft。Thank you. You want you? 

发言人1   01:01:57
Thank you. With that, I will now turn all back over ten and where? All right, thank you. 

发言人1   01:02:03
A tips that concludes today is call. As always, the investor relations team will be available for follow questions. Thank you for joining us, and have a good day. 

发言人1   01:02:13
Take care, everybody. This now concludes day's conference. You may now disconnect. 
