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Overview and abbreviated summary of key messages

This report examines the trends governing the aerospace and defense engineering services market by mapping the emerging business priorities with the key engineering focus areas,
providing use cases, and discussing the outsourcing landscape.

Some of the findings in this report, among others, are:

Market spending overview

Evolving trends for key
investment priorities

Outsourcing in the A&D

industry

/Rerest Group®

Expenditure on aerospace and defense industry engineering research and development (ER&D) has gradually approached the elevated levels
seen before the pandemic

Commercial aviation focuses on backlog clearance, environmental responsibility, personalization, and future-ready factories

Defense, space, and security prioritize capacity enhancement, cost reduction, secure communications, and innovative deterrents. Services units
navigate talent crunch, fleet sustenance, and supply chain challenges

Sustainability, autonomy, connectivity, directed energy, and certain disruptive concepts are key investment drivers shaping aerospace and
defense priorities

Enterprises place paramount importance on driving innovation in cutting-edge domains such as high-performance materials, Artificial
Intelligence-Machine Learning (Al-ML), autonomous systems, and digital twin

Analyzed technologies act as strong defense to threats and enable OEM cost savings, forming most of the impact. Regulatory compliance,
safety assurance, data privacy concerns, and scaling complexities pose a majority of the challenges

Outsourcing in the A&D industry accounts for ~5% of the enterprise spend, consistent with the broader ES market (4-5%)

Enterprises often outsource their engineering and design functions to specialized firms to access expertise and lower talent costs while pacing
the time-to-market

Flat outsourcing spend intensity; however, marginally higher ER&D spend intensity is expected to lead to a bullish growth in 2023 — 2025 period



Introduction

Enterprises and service providers in the aerospace and defense sector are undergoing significant transformations, aligning themselves with emerging technologies and addressing the
dynamic challenges in the industry. The industry is broadly divided into three segments — commercial aviation business units, defense, space, and security serving units, and the services
Business Units (BU). Each business unit has its own business priorities laid out, which then translate into engineering priorities.

The report provides an overview of each BU’s actionable and associated use cases merging with an overall view of the A&D ER&D resilience, followed by the top enterprise spenders in
the space. Our study provides a detailed view of the key investment priorities, while highlighting each enterprise’s degree of strategic focus in the respective technology-cum-spend area.

For each of the spend areas, focused, relevant, and latest use cases are provided to ensure 100% coverage of the ongoing work while delineating new business opportunities for the
enterprises and service providers. A section is dedicated to the outsourcing market, which covers the market overview — size, outsourced services, key delivery locations, investments,

and partnerships.

Scope of this report

N
Geography Industry [ \ Services
Global ’ Aerospace and defense \ / Engineering services
I\ /I
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This study offers 3 distinct chapters providing a deep dive into key aspects of aerospace
and defense engineering services market; below are four charts to illustrate the depth of
the report

| Enterprise-technology prioritization matrix

ER&D enterprise spend dynamics in A&D engineering
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Impact and challenges across key technologies | ER&D outsourcing spend dynamics in A&D engineering

Expected impact of analyzed technologies
Percentage of technologies contributing non-exclusively

Expected challenges across analyzed technologies

A&D engineering overall spend
Percentage of technologies contributing non-exclusively

2022; US$ billion
100% = US$XX billion

A&D engineering outsourcing spending trend
2021-22; USS$ billion
X% growth rate

Outsourced spend (5%)
Promoting faster r

time-to-market Early-stage R&D

XX
Enabling . .
environmental benefits High material/setup cost X
Acting as defense XX% Regulatory, safety, and XX%
against new threats data privacy concerns
Enabling significant cost XX% Difficult scale-up and
savings for OEMs © consistent quality issues 95%
Additional revenue drivers Integration and interoperability Insourced spend o o

for airline operators

issues with legacy systems
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Research calendar
Engineering Research and Development

Il Published [ Planned [l Current release

Reports title Release date
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Navigating the Enterprise Adoption of Generative Al September 2023
Engineering Services Top 50 2023 September 2023
Aerospace and Defense State of the Market 2023 October 2023
ACES Mobility Engineering Services — Provider Compendium 2023 Q4 2023
Trends in the Top 200 Engineering Research & Development (ER&D) Enterprises 2023 Q4 2023
5G Engineering Services State of the Market 2023 Q4 2023

Note: Click to see a list of all of our published Engineering Research and Development reports
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Everest Group is a leading research firm helping business leaders make confident decisions. We guide clients through
today’s market challenges and strengthen their strategies by applying contextualized problem-solving to their unique
situations. This drives maximized operational and financial performance and transformative experiences. Our deep
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document should not be construed as legal, tax, or investment advice.
This document should not be used as a substitute for consultation with
professional advisors, and Everest Group disclaims liability for any
actions or decisions not to act that are taken as a result of any material
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NOTICE AND DISCLAIMERS

IMPORTANT INFORMATION. PLEASE REVIEW THIS NOTICE CAREFULLY AND IN ITS ENTIRETY.
THROUGH YOUR ACCESS, YOU AGREE TO EVEREST GROUP’S TERMS OF USE.

Everest Group’s Terms of Use, available at www.everestgrp.com/terms-of-use/, is hereby incorporated by
reference as if fully reproduced herein. Parts of these terms are pasted below for convenience; please refer
to the link above for the full version of the Terms of Use.

Everest Group is not registered as an investment adviser or research analyst with the U.S. Securities and
Exchange Commission, the Financial Industry Regulatory Authority (FINRA), or any state or foreign securities
regulatory authority. For the avoidance of doubt, Everest Group is not providing any advice concerning securities
as defined by the law or any regulatory entity or an analysis of equity securities as defined by the law or any
regulatory entity.

All Everest Group Products and/or Services are for informational purposes only and are provided “as is” without
any warranty of any kind. You understand and expressly agree that you assume the entire risk as to your use
and any reliance upon any Product or Service. Everest Group is not a legal, tax, financial, or investment advisor,
and nothing provided by Everest Group is legal, tax, financial, or investment advice. Nothing Everest Group
provides is an offer to sell or a solicitation of an offer to purchase any securities or instruments from any entity.
Nothing from Everest Group may be used or relied upon in evaluating the merits of any investment. Do not base
any investment decisions, in whole or part, on anything provided by Everest Group.

Products and/or Services represent research opinions or viewpoints, not representations or statements of fact.
Accessing, using, or receiving a grant of access to an Everest Group Product and/or Service does not constitute
any recommendation by Everest Group that recipient (1) take any action or refrain from taking any action or

(2) enter into a particular transaction. Nothing from Everest Group will be relied upon or interpreted as a promise
or representation as to past, present, or future performance of a business or a market. The information contained
in any Everest Group Product and/or Service is as of the date prepared, and Everest Group has no duty or
obligation to update or revise the information or documentation. Everest Group may have obtained information
that appears in its Products and/or Services from the parties mentioned therein, public sources, or third-party
sources, including information related to financials, estimates, and/or forecasts. Everest Group has not audited
such information and assumes no responsibility for independently verifying such information as Everest Group
has relied on such information being complete and accurate in all respects. Note, companies mentioned in
Products and/or Services may be customers of Everest Group or have interacted with Everest Group in some
other way, including, without limitation, participating in Everest Group research activities.
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