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Highlights:

e Strong operational and financial performance in 2026 to date.

e Positive momentum in order intake with £33bn of orders secured so far and further
agreements anticipated before the end of the year.

e Free cash flow now expected to be around £3bn (from >£2bn); sales, EBIT and EPS
targets remain on track following the upgrade to guidance at our half year results in July.

e Well positioned for continued growth over the medium term.

Charles Woodburn, BAE Systems Chief Executive, said:

“We've delivered strong financial and operational performance year to date, as well as positive
order intake momentum. Our substantial backlog provides good visibility and, with our
portfolio aligned to evolving threats and customer priorities, we remain well positioned to
deliver sustainable growth over the years ahead.”

Trading update

The Group is trading well in the second half of the year so far. Consistent with the first half,
strong trading in our Electronic Systems, Air and Platforms & Services sectors has more than
offset subdued growth and margins in our Maritime sector as we progress through the first-
in-class stage of the Type 26 frigate programme. Having upgraded Group guidance at the half
year, we remain on track to deliver on this for sales, EBIT and EPS, and now expect to deliver
c.£3bn of free cash flow, with some benefit from customer advances.

Across our markets, governments remain committed to increasing defence spending and we
continue to see significant opportunities for growth across all our key markets and domains.
Our substantial backlog of secured work provides good visibility, while the alignment of our
portfolio to customer priorities and evolving threats positions us to deliver growth across a
range of government defence spending outcomes.

In the US, our portfolio is strongly aligned with defence and intelligence focus areas. Examples
include our munitions production, where we support 10 of the 12 programmes prioritised for
significantly increased production capacity, and space, where our capabilities play essential
roles in missile warning and tracking programmes to protect the nation and its armed forces.

In the UK, the Defence Investment Plan reinforces investment across both our long-term
programmes and future capabilities, including next-generation fighter jets, autonomous
collaborative combat aircraft and other advanced technologies.

In Europe, continued growth and visibility are supported by rising defence investment and our
exposure to multiple priority capability areas, including missile and air defence systems, land
vehicles and combat air.

From this position of strength, we will continue our focus on operational excellence and
performance to further simplify our business, enhance our competitiveness and support long-
term growth.



Guidance

We expect strong growth in sales, underlying earnings before interest and tax (EBIT),
underlying earnings per share (EPS) and free cash flow in 2026. Full year sales, EBIT and EPS
guidance remains unchanged from the guidance we provided at the half year results in July.
We now expect to deliver c.£3bn of free cash flow, including some benefit from customer
advances received to date but excluding any material advances we may receive in the
remainder of the year.

e Sales +8% to +10% (2025: £30.7bn)

e Underlying EBIT +10% to +12% (2025: £3.3bn)

e Underlying EPS +11% to +13% (2025: 75.2p)

e Free cash flow (FCF) in 2026 C.£3.0bn (was >£2.0bn, 2025: £2.2bn)

Guidance is provided on a constant currency basis using a GBP:USD exchange rate of
$1.32:£1, the average exchange rate in 2025. The average exchange rate for the year to date
is approximately $1.34. As a guide, a 5 cent movement in the GBP:USD exchange rate impacts
sales by c.£500m, underlying EBIT by c.£70m and underlying EPS by c.1.4p.

The weighted average number of ordinary shares to calculate full year underlying EPS is
expected to be around 3.0bn.

Order intake
We have secured orders of £33bn in 2026 so far. Notable awards received in the second half
of the year include:

e Air — c.£1.6bn of orders related to the Global Combat Air Programme, including our
share of the c.£4.6bn contract awarded to Edgewing to enable the completion of the
advanced concept and assessment phase and progress towards joint detailed design and
development.

e Air — c.£1.5bn related to our share of MBDA orders in the period.

e Maritime - c.£4.3bn further funding for critical work to progress the UK’s Dreadnought
Class nuclear deterrent submarines towards entry into service.

e Maritime - c.A$1.3bn contract for Australia’s High Frequency Surveillance capability
system to establish an Arctic over-the-horizon radar (A-OTHR) in Canada, marking
Australia’s largest ever defence export.

e Electronic Systems — c.$1.0bn in incremental funding received for key munitions
programmes, including ongoing production of APKWS® precision guidance systems and
THAAD infrared seekers.

¢ Platforms & Services — ¢.$0.8bn in contract funding to continue full rate production of
Armored Multi-Purpose Vehicles for the US Army.

¢ Platforms & Services — Ordnance Systems received funding of ¢.$0.5bn across the
Holston and Radford Army Ammunition Plants to continue energetics production and
support facilities modernisation.

Balance sheet and capital allocation

Our strong financial position enables us to implement all parts of our capital allocation policy.
We continue to prioritise investment in our business to support organic growth, pay dividends
to our shareholders, explore value enhancing acquisition opportunities and execute our share
buyback programme.



Total cash returned to shareholders in 2026 is expected to be c.£1.6bn, comprising the final
dividend for 2025, the interim dividend for 2026, which will be paid on 2 December 2026, and
C.£500m of share repurchases.

Full year 2026 results
We will announce our preliminary results for the year ending 31 December 2026 on 19
February 2027.
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Cautionary statement

All statements other than statements of historical fact included in this document, including,
without limitation, those regarding the financial condition, results, operations and businesses
of BAE Systems plc and its strategy, plans and objectives and the markets and economies in
which it operates, are forward-looking statements. Such forward-looking statements, which
reflect management’s assumptions made on the basis of information available to it at this
time, appear in a number of places throughout this document and include statements
regarding the intentions, beliefs or current expectations of BAE Systems plc concerning,
among other things, its results in relation to operations, financial condition, liquidity,
prospects, growth, commitments and targets, strategies and the industry in which it operates.
Forward-looking statements can be made in writing but may also be made verbally by
directors, officers, and employees of BAE Systems plc (including during presentations) in
connection with this document. By their nature, forward-looking statements involve known
and unknown risks and uncertainties because they relate to events and depend on
circumstances that may or may not occur in the future.

Forward-looking statements are not guarantees of future performance and the actual results
of operations, financial condition and liquidity of BAE Systems plc, the development of the
industry in which it operates and the ability of BAE Systems plc to meet its commitments and
targets may differ materially from those made in or suggested by the forward-looking
statements contained in this document. In addition, even if results of operations, financial
condition and liquidity of BAE Systems plc, the development of the industry in which it operates
and/or performance against commitments and targets are consistent with the forward-looking
statements contained in this document, those results, developments or performance may not
be indicative of results, developments or performance in subsequent periods.

These forward-looking statements speak only as of the date of this document. Subject to the
requirements of the Disclosure Guidance and Transparency Rules, the Market Abuse
Regulation or applicable law, BAE Systems plc explicitly disclaims any intention or obligation
or undertaking publicly to release the result of any revisions to any forward-looking statements
in this document that may occur due to any change in its expectations or to reflect events or
circumstances after the date of it. All subsequent written and oral forward-looking statements
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attributable to either BAE Systems plc or to persons acting on its behalf are expressly qualified
in their entirety by the cautionary statements referred to herein and contained elsewhere in
this document.

BAE Systems plc and its directors accept no liability to third parties in respect of this document
save as would arise under English law. Accordingly, any liability to a person who has
demonstrated reliance on any untrue or misleading statement or omission shall be determined
in accordance with Schedule 10A of the Financial Services and Markets Act 2000. It should be
noted that Schedule 10A and Section 463 of the Companies Act 2006 contain limits on the
liability of the directors of BAE Systems plc so that their liability is solely to BAE Systems plc.



