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Aerospace Division

G eog raph ic tu rnover b y  d estination

6 8 % N orth  Am erica

1 0 % U K

2 1 % R est of E u rope

1 % R est of W orld

T h e civ il a erospa ce m a rk et b eg a n to sh ow

s ig ns of prog ress iv e recov ery  in 2 0 0 4,

follow ing  th e m a rk et tu rm oil ex perienced  

in 2 0 0 2  a nd  2 0 0 3  a s a  resu lt of th e ev ents

of 9 /1 1 . F u r th er recov ery  is  ex pected  

in 2 0 0 5 .

A m ong st th e la rg er civ il a ircra ft m a nu fa ctu rers,

A irb u s is ex pected  to d eliv er 3 5 0  pla nes in

2 0 0 5 , a  1 5 %  increa se ov er th e 3 0 5  pla nes

d eliv ered  in 2 0 0 3  a nd  a  9 %  increa se ov er

th e 3 2 0  pla nes d eliv ered  in 2 0 0 4. B y  contra st,

B oeing  is  m ov ing  from  2 8 1  d eliv eries 

in 2 0 0 3  a nd  2 8 5  in 2 0 0 4 to a n ex pected  

3 1 4 d eliv eries in 2 0 0 5  –  a  1 2 %  increa se over

th e th ree yea rs. In th e reg iona l jet sector,

B om b a rd ier d eliv ered  2 42  pla nes in 2 0 0 3  

b u t only  1 9 5  in 2 0 0 4, a  red u ction of 1 9 % .

T h e oth er m a jor reg iona l jet m a nu fa ctu rer,

E m b ra er, increa sed  its  d eliv eries b y  47 %  

from  1 0 1  in 2 0 0 3  to 1 48  in 2 0 0 4.T h e eng ine

m a nu fa ctu rers’ d em a nd s u pon ou r opera tions

m irrored  th e ch a ng es in th e m ix  of d em a nd

for th e a ircra ft.

D em a nd  for m ilita ry  a nd  d efence prod u cts

rem a ined  a t a rou nd  2 9 %  of D iv is iona l sa les.

T h is continu ed  to h elp Senior A erospa ce

SSP, in L os A ng eles, w h ich  d esig ns a nd

fa b rica tes h ig h  pressu re d u cting  sy stem s.

T h e com pa ny  m ov ed  a h ea d  strong ly  on 

a ll fronts d u ring  th e y ea r a nd  com pleted  

its fa ctory  m od ernisa tion prog ra m m e.

It now  h a s  a  m a nu fa ctu ring  fa cility  th a t 

tru ly  refl ects its w orld  lea d ing  prod u ct

d esig n ca pa b ility.

Senior A erospa ce M eta l B ellow s in Sh a ron,

M a ssa ch u setts, specia lises in ed g e-w eld ed

b ellow s prod u cts. It b enefited  from  

th e recov ery  in civ il a ircra ft b u ild  ra tes,

th e d em a nd  for spa res a s  m ore a ircra ft

retu rned  to th e sk y, a nd  from  th e m ilita ry

a nd  d efence sector rem a ining  s trong .

T h e cost red u ctions im plem ented  in 

2 0 0 2  a nd  2 0 0 3  a lso h elped  th e com pa ny ’s

profita b ility  d u ring  2 0 0 4.

Senior A erospa ce B W T , in th e U K , m a d e

little prog ress in 2 0 0 4.T h is  com pa ny  h a s  

a  tech nica l lea d ersh ip pos ition in u ltra  

low  w eig h t pa sseng er ca b in d u cting  w ith  

its  b ig g est cu stom er b eing  B om b a rd ier 

to w h om  it sells  in U S d olla rs  –  h ence 

th e d u a l ch a lleng es in 2 0 0 4 of d eclining

d em a nd  a nd  a  d eclining  sterling  selling  price.

T h ere a re a  v a riety  of initia tiv es a nd  new

prod u ct prog ra m m es in d ev elopm ent to

h elp m itig a te th is s itu a tion in th e fu tu re.

Senior A erospa ce C om posites is loca ted  

in W ich ita , K a nsa s , a nd  m a nu fa ctu res

com posite d u cting , b u t to a  d ifferent

specifi ca tion to B W T . T h is com pa ny  h a s

b orne v ery  sig nifi ca nt sta rt-u p costs on th e

A irb u s A 3 8 0 , b u t th ese a re now  d eclining  

a s th e A 3 8 0  prog ra m m e sta rts prod u ction.

R ecov ery  in d em a nd  for b u s iness jets a t 

its b ig g est cu stom er, C essna , w ill a lso h elp

th e b u s iness to m ov e a h ea d .

In F ra nce, Senior A erospa ce E rm eto 

w a s  th e m a in opera tion in th e G rou p

a ffected  b y  th e pa u se in prod u ction of th e

E u rofi g h ter.T h is prog ra m m e is sch ed u led  to

recom m ence d u ring  2 0 0 5 . E rm eto su pplies

pipew ork  a nd  a ssocia ted  com ponents for

th e h y d ra u lic sy stem s on th e E u rofi g h ter

a nd  oth er a ircra ft. P rod u ct d ev elopm ent

a nd  prod u ction im prov em ents a re h elping

its recov ery.A t Senior A erospa ce C a lorsta t,

a lso in F ra nce, 2 0 0 4 w a s a  yea r of sig nifi ca nt

prog ress, h elped  b y  new  lea d ersh ip of th e

b u s iness a nd  d em a nd  b eing  a h ea d  of

ex pecta tions a t a  nu m b er of its cu stom ers.

Senior A erospa ce B ird  B ellow s h a s a  

lea d ing  position in th e su pply  of fl ex ib le 

h ig h  pressu re m eta llic d u cting  com ponents.

A irb u s’s increa s ing  b u ild  ra te is h elping  

B ird  to g row  tu rnov er w ith  th e b u s iness

a lso b enefi ting  from  th e offl oa d  w ork  b eing

ou tsou rced  b y  A irb u s , a s  it prepa res for

increa sed  v olu m es a nd  th e ra m p u p in

prod u ction of th e m u ch  la rg er A 3 8 0 .

Senior A erospa ce B osm a n, in H olla nd , m a d e

sig nifi ca nt prog ress in secu ring  new  b u siness

w ith  O E M s a s its tra d itiona l repa ir b u siness

d eclined . P rod u ct d eta il m a nu fa ctu re is

b eing  ou tsou rced  to low er cost cou ntries

a nd  th e b u s iness is pla nning  to m ov e to 

a  sm a ller fa cility  incorpora ting  d esig n, fi na l

a ssem b ly  a nd  testing  only. N ew  b u s iness,

b oth  in a erospa ce a nd  pow er g enera tion,

is in d iscu ss ion.

In Sa n D ieg o, U SA , th e G rou p h a s tw o

a erospa ce opera tions. Senior A erospa ce 

Jet P rod u cts b eg a n to see som e recovery  

in 2 0 0 4 a s th e b u ild  ra te of th e B oeing  7 3 7

increa sed .A t Senior A erospa ce K etem a ,

a n im prov ed  resu lt w a s h elped  b y  h ig h er

levels of d em a nd  on a  ra ng e of prog ra m m es.

H ow ev er, th e opera tion w ill ex perience 

a  s ig nifi ca nt m ix  ch a ng e in 2 0 0 5  a s new

b u s iness from  G ood rich , R olls-R oy ce a nd

P ra tt &  W h itney  g oes into prod u ction 

to repla ce red u ced  d em a nd  from  th e reg iona l

jet eng ine m a nu fa ctu rers.T h is  w ill enta il

fu rth er investm ent in th e com plex  m a ch ining

eq u ipm ent necessa ry  to m eet th e string ent

m a nu fa ctu ring  d em a nd s req u ired  b y  th e

new  g enera tion of a ircra ft eng ines.

O v era ll, th e A erospa ce D iv is ion m a d e 

h ea lth y  prog ress d u ring  2 0 0 4 w ith  im proved

opera ting  profi ts a nd  a n increa se in opera ting

m a rg in. 2 0 0 4 w a s a  ty pica l y ea r for ca pita l

ex pend itu re w ith  £ 4.1 m  inv ested  (7 5 %  of

d eprecia tion).T h e focu s on lea n m a nu fa ctu ring

rem a ins a s strong  a s ev er a nd  th is sh ou ld

h elp fu rth er prog ress to b e m a d e a s th e

a erospa ce m a rk et continu es its recov ery.

Au tom otive Division

G eog raph ic tu rnover b y  d estination

3 4 % N orth  Am erica

7 % U K

4 8 % R est of E u rope

1 1 % R est of W orld

T h e G rou p’s m a in a u tom otiv e m a rk ets, th e

U SA  a nd  E u rope, w ere fl a t in 2 0 0 4.W ith in

th em , h ow ev er, th e trend  of th e A sia n b ra nd s

w inning  m a rk et sh a re from  th e reg iona l

b ra nd s continu ed . In th e U SA , th e “ B ig  3 ”

m a rk et sh a re d eclined  a g a in, w h ilst T oyota

a nd  N issa n m a d e fu rth er inroa d s. In E u rope,

B M W  h a d  a  g ood  y ea r, F ia t a  poor one a nd

T oyota  a g a in a d v a nced  its m a rk et position.

V olu m e w a s not th e prim a ry  ch a lleng e 

in 2 0 0 4 for Senior A u tom otiv e.T h e m a jor

ch a lleng e w a s, a nd  still is, ra w  m a teria ls w ith

som e g enu ine sh orta g es, su ppliers d em a nd ing

h u g e price rises a nd  th e v eh icle m a nu fa ctu rers

resisting  com ponent price increa ses b eca u se

of th e im pa ct on th eir ow n lim ited  profi ta b ility.

T h e w orst im pa ct w a s a t Senior A u tom otiv e

B a r tlett, in th e U SA , w h ere som e of its

prod u cts w ere d esig ned  ou t of cu stom ers’

v eh icles a nd  som e leg a cy  prod u cts m ov ed

to low er cost cou ntries.T h e opera tion g ot

th rou g h  th e y ea r, w ith  h u g e m a na g em ent

effort, a nd  w ith  v ery  su b sta ntia l prog ress

m a d e in secu ring  increm enta l b u s iness w ith

new  cu stom ers for new  prod u cts.T h ese

prod u cts, a ll for d iesel eng ine a pplica tions,

inclu d e h ig h  pressu re fu el lines, com m on

ra ils a nd  ex h a u st g a s recy cling  coolers.
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Test facilities are being substantially upgraded

and manufacturing capacity installed ready

for production starting in late 2006 , in order

that the customers’ diesel engines will 

meet the new 2007 emissions legislation.

Capital expenditure at this plant will be

substantially higher in 2005 and 2006  as 

a result.The ongoing enquiry rate associated 

with this legislation change still remains 

high.The recovery in Bartlett’s financial

performance should start in 2006 .

Senior Automotive Crumlin has also been

focused on product development whilst,

like Bartlett, it has suffered migration of

legacy products to lower cost operations.

Diesel engines are in widespread use 

in passenger cars in Europe and Crumlin

has designed, developed and tested a new

exhaust gas recycling cooler that is lighter

and more efficient than anything else 

on the market. Substantial prototype and

application engineering work is in progress

with three high volume European diesel

engine manufacturers.

At Senior Automotive Blois, in France, 2004

turned out to be a year of great challenge.

Its financial performance deteriorated 

as a result of unexpectedly high volume

increases, a key production plant supplier

going into receivership and a key supplier

failing to consistently maintain supplies 

at the required level. However, additional

raw material sources have now been

commissioned with new machine capacity,

from a different equipment supplier,

shortly due for installation. Recovery 

is expected in 2005.

Senior Automotive Kassel, in Germany,

moved ahead in 2004, helped by the 

cost reduction actions taken in 2003 and 

by stronger demand from its traditional

customers.The company has many new

product applications in discussion and

further progress is expected.

Senior Automotive Olomouc, a greenfield site

in the Czech Republic, remained profitable

throughout 2004 having moved into profit

for the first time at the end of 2003. Its

products had been relocated from the Group’s

Blois facility in France over the previous two

years. It is anticipated that further expansion

will take place at this site in due course.

Senior Automotive Sao Paulo, in Braz il, also

moved ahead in 2004. A more stable local

economy and steadier market demand helped

its automotive business. A higher level of

demand was seen for its industrial products.

Senior’s operation in India, Senior Automotive

New Delhi, grew strongly, winning new

business for its domestic OEM automotive

market as well as serving the growing

European automotive aftermarket.As a result,

plans are in place to increase the floorspace

of the factory during 2005 and to install

additional manufacturing capacity. Further

growth in this business is anticipated.

Senior Automotive Cape Town, in South

Africa, had a successful year, beginning with

the move into a much larger factory, the

installation of new manufacturing equipment

and the start of production on a series of

new product lines.The Automotive Division’s

key legacy product, for which Senior has 

a substantial market position, is the exhaust

flex for front wheel drive cars.This historically

migrated from Bartlett in the USA and

Crumlin in the UK to Cape Town as

customers took advantage of the weak local

currency. More recently, the South African

Rand has strengthened so stemming the

flow. Nonetheless, unit volumes on existing

programmes continue to grow.

Whilst 2004 was a challenging year for Senior

Automotive, the Division is now beginning to

see the fruits of the effort and resource that

has gone into new product development

over the past two years. As a consequence,

the performance of the Division is expected

to improve in the coming years.

Industrial Division

Geographic turnover by destination

5 0% North America

46% UK

0% Rest of Europe

4% Rest of World

The final planned disposal was completed

during 2004, leaving turnover at the

remaining three operations at £44.9m in

2004 (2003 – £50.0m).The five industrial

hose operations that left the Group in

August 2004 had sales for the seven months

prior to disposal of £19.1m (£32.0m for

the full year in 2003).The financial details 

of the disposal are contained in the Finance

Director’s Review.

Of the three remaining businesses, Canada

did well, helped by a supportive economy,

continued attention to its cost base and 

the development of a more cost-effective

supply base.

At Pathway, in the USA, the factory in

Tennessee was closed and the factory 

in Texas expanded. All production operations

are now in the Texan facility. Pathway is a world

leader in the design, fabrication and installation

of large expansion joints for process plant,

oil and gas and power generation applications

but, during 2004, the market demand for its

products remained at a low level.A recovery

in demand has become evident at the 

start of 2005 and this, together with the

management and cost base overhaul now

being implemented, should result in the

performance of Pathway improving.

Senior Hargreaves is the market leader 

in the design, fabrication and installation of

ventilation ductwork but new construction

in the UK has recently been in the doldrums.

The business underwent a strategic review

in 2004 with the result that, in future, a greater

emphasis will be placed on higher specification

applications and the retail side of the business.

Hargreaves is expected to start to make

progress in 2005 with the new strategy 

in place and the completion of the ongoing

Wembley Stadium contract.

The three industrial businesses are all in shape

to improve their performance in 2005 and

continue to progress thereafter.

Graham M enz ies

Chief Executive


