Rolls-Royce’s share surge signals a transformative aerospace and energy powerhouse
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Shares in Rolls-Royce have experienced a remarkable surge recently, with the company's market value approaching £100 billion—a spectacular ascent reflecting a significant turnaround under the leadership of CEO Tufan Erginbilgic. This rise comes amid heightened NATO defence spending triggered by geopolitical tensions, particularly the conflict in Ukraine, alongside a resurgence in commercial air travel. Over the past three years, Rolls-Royce shares have soared by an astonishing 1,594%, reaching around 1,190p, substantially outperforming the FTSE 100 index. This growth positions the Derby-based aero-engineering firm as the fifth-largest company in the FTSE 100, trailing only behind giants such as AstraZeneca and HSBC.
The momentum behind Rolls-Royce’s stock is driven by multiple factors. The company continues to dominate the wide-body jet engine market with its Trent engine family, and it is now actively pursuing entry into the lucrative $1.6 trillion narrow-body engine market. Negotiations concerning new engine contracts with Boeing, aimed at replacing the widely used 737 Max model, highlight Rolls-Royce’s strategic expansion ambitions. At the same time, the firm is investing heavily in the future of energy by developing small modular reactors (SMRs) worth approximately £1.5 billion each, with governmental backing. The SMR market is expected to hit $1 trillion by 2050, underscoring Rolls-Royce's vision to become a market leader in nuclear technology.
Financial results have reinforced investor confidence. The company reported first-half revenues of £9.1 billion, an 11% rise compared to the previous year, and operating profits that were 41% above expectations at £1.9 billion. This robust performance enabled Rolls-Royce to raise its full-year operating profit forecast to between £3.1 billion and £3.2 billion, alongside a free cash flow forecast of £3 billion to £3.1 billion—figures indicative of strong financial health. However, there remain concerns about engine reliability, with some longstanding issues affecting specific models causing travel disruptions and posing potential risks to future profitability, as noted by industry analysts.
Erginbilgic, who joined Rolls-Royce in 2023 and quickly earned the nickname "Turbo Tufan" for his decisive leadership, has been the architect of this revival. He has implemented 17 strategic initiatives focused on transforming the company into an "execution machine." His vision extends beyond aerospace into nuclear power, where he boldly claims that Rolls-Royce’s unique nuclear capabilities could propel the company to become the FTSE 100’s top-ranked firm. The presence of a Chief Transformation Officer underscores the company’s commitment to deep operational changes and sustained growth.
The surge in defence spending across NATO countries has been a crucial catalyst for Rolls-Royce’s success, driving demand for military aircraft engines and related technologies. The company's CEO has publicly linked increased defence budgets to economic growth, job creation, and technological advancements in the UK, emphasizing the broad benefits of military investment. Meanwhile, the recovery in holiday travel and the boom in data centres—which require significant power infrastructure supported by Rolls-Royce’s back-up generators—further bolster the firm’s diverse revenue streams.
Rolls-Royce's success stands alongside other aerospace heavyweights like GE Aerospace and Safran, both benefiting from rising global aerospace demand, although Rolls-Royce’s stock gains have been particularly striking. Despite the prevailing optimism and the predominance of buy ratings from analysts, investors should remain mindful of potential volatility linked to operational challenges and the broader economic environment.
The trajectory of Rolls-Royce exemplifies a blend of strategic leadership, defence market tailwinds, and innovative energy ventures, positioning the company as a bellwether of British industrial resilience and a significant player in a complex, evolving global landscape.
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