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  UNITED STATES

  SECURITIES AND EXCHANGE COMMISSION

  Washington, D.C. 20549

SCHEDULE 13G

Under the Securities Exchange Act of 1934

(Amendment No. 5)*

AAR CORP.

(Name of Issuer)

Common Stock, $1.00 par value

(Title of Class of Securities)

000361105 

(CUSIP Number)

January 31, 2015
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(Date of Event Which Requires Filing of this Statement)

Check the appropriate box to designate the rule pursuant to which this
Schedule is filed:

[X] Rule 13d‑1(b)

[ ] Rule 13d‑1(c)

[ ] Rule 13d‑1(d)

*The remainder of this cover page shall be filled out for a reporting
person's initial

filing on this form with respect to the subject class of securities, and for
any

subsequent amendment containing information which would alter the disclosures
provided in

a prior cover page.

The information required in the remainder of this cover page shall not be
deemed to be

"filed" for the purpose of Section 18 of the Securities Exchange Act of 1934
("Act") or

otherwise subject to the liabilities of that section of the Act but shall be
subject to

all other provisions of the Act (however, see the Notes).
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1.    NAMES OF REPORTING PERSONS.    

Franklin Resources, Inc.

2.    CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP

(a) 

(b) X

3.    SEC USE ONLY

4.    CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware 

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5.    SOLE VOTING POWER
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(See Item 4)

6.    SHARED VOTING POWER

(See Item 4)

7.    SOLE DISPOSITIVE POWER

(See Item 4)

8.    SHARED DISPOSITIVE POWER

(See Item 4)

9.    AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

4,107,000 

10.   CHECK IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES

CERTAIN SHARES [ ]

11.   PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

10.3% 

12.   TYPE OF REPORTING PERSON
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HC, CO (See Item 4)
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1.    NAMES OF REPORTING PERSONS.    

Charles B. Johnson

2.    CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP

(a) 

(b) X

3.    SEC USE ONLY

4.    CITIZENSHIP OR PLACE OF ORGANIZATION

USA 

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5.    SOLE VOTING POWER
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(See Item 4)

6.    SHARED VOTING POWER

(See Item 4)

7.    SOLE DISPOSITIVE POWER

(See Item 4)

8.    SHARED DISPOSITIVE POWER

(See Item 4)

9.    AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

4,107,000 

10.   CHECK IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES

CERTAIN SHARES [ ]

11.   PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

10.3% 

12.   TYPE OF REPORTING PERSON
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HC, IN (See Item 4)

Edgar Filing: AAR CORP - Form SC 13G/A

8



CUSIP NO. 000361105                           13G                           
Page 4 of 14

1.    NAMES OF REPORTING PERSONS.    

Rupert H. Johnson, Jr.

2.    CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP

(a) 

(b) X

3.    SEC USE ONLY

4.    CITIZENSHIP OR PLACE OF ORGANIZATION

USA 

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5.    SOLE VOTING POWER
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(See Item 4)

6.    SHARED VOTING POWER

(See Item 4)

7.    SOLE DISPOSITIVE POWER

(See Item 4)

8.    SHARED DISPOSITIVE POWER

(See Item 4)

9.    AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

4,107,000 

10.   CHECK IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES

CERTAIN SHARES [ ]

11.   PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

10.3% 

12.   TYPE OF REPORTING PERSON
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HC, IN (See Item 4)
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1.    NAMES OF REPORTING PERSONS.    

Franklin Advisory Services, LLC

2.    CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP

(a) 

(b) X

3.    SEC USE ONLY

4.    CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware 

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5.    SOLE VOTING POWER
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3,767,900  

6.    SHARED VOTING POWER

0 

7.    SOLE DISPOSITIVE POWER

4,107,000  

8.    SHARED DISPOSITIVE POWER

0 

9.    AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

4,107,000 

10.   CHECK IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES

CERTAIN SHARES [ ]

11.   PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

10.3% 

12.   TYPE OF REPORTING PERSON
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IA, OO (See Item 4)
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Item 1.

(a)   Name of Issuer

AAR CORP.

(b)   Address of Issuer's Principal Executive Offices

           One AAR Place

           1100 N. Wood Dale Road

           Wood Dale, IL 60191

Item 2.

(a)   Name of Person Filing

(i):   Franklin Resources, Inc.

(ii):  Charles B. Johnson
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(iii): Rupert H. Johnson, Jr.

(iv):  Franklin Advisory Services, LLC

(b)   Address of Principal Business Office or, if none, Residence

(i), (ii), and (iii):

One Franklin Parkway

San Mateo, CA 94403‑1906

(iv): One Parker Plaza, Ninth Floor

Fort Lee, NJ  07024‑2938

(c)   Citizenship

(i):     Delaware

(ii) and (iii): USA

(iv): Delaware

(d)   Title of Class of Securities

Common Stock, $1.00 par value
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(e)   CUSIP Number

000361105 

Edgar Filing: AAR CORP - Form SC 13G/A

17



CUSIP NO. 000361105                           13G                           
Page 7 of 14

Item 3. If this statement is filed pursuant to §§240.13d‑1(b) or 240.13d‑2(b)
or (c),

check whether the person filing is a:

(a) [ ] Broker or dealer registered under section 15 of the Act (15
U.S.C. 78o).

(b) [ ] Bank as defined in section 3(a)(6) of the Act (15 U.S.C.
78c).

(c) [ ] Insurance company as defined in section 3(a)(19) of the Act
(15 U.S.C.

78c). 

(d) [ ] Investment company registered under section 8 of the
Investment Company

Act of 1940 (15 U.S.C 80a‑8).

(e) [X] An investment adviser in accordance with
§240.13d‑1(b)(1)(ii)(E);

(f) [ ] An employee benefit plan or endowment fund in accordance with

§240.13d‑1(b)(1)(ii)(F); 
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(g) [X] A parent holding company or control person in accordance with

§240.13d‑1(b)(1)(ii)(G); 

(h) [ ] A savings associations as defined in Section 3(b) of the
Federal Deposit

Insurance Act (12 U.S.C. 1813);

(i) [ ] A church plan that is excluded from the definition of an
investment

company under section 3(c)(14) of the Investment Company Act
of 1940 (15

U.S.C. 80a‑3);

(j) [ ] A non‑U.S. institution in accordance with §240.13d‑1(b)(ii)(J);

(k) [ ] Group, in accordance with §240.13d 1(b)(1)(ii)(K).

If filing as a non‑U.S. institution in accordance with
§240.13d‑1(b)(1)(ii) (J).

please specify the type of institution:

Item 4.  Ownership

The securities reported herein are beneficially owned by one or more open‑
or

closed‑end investment companies or other managed accounts that are
investment
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management clients of investment managers that are direct and indirect
subsidiaries

(each, an “Investment Management Subsidiary” and, collectively, the
“Investment

Management Subsidiaries”) of Franklin Resources Inc. (“FRI”), including the
Investment

Management Subsidiaries listed in this Item 4.  When an investment
management contract

(including a sub‑advisory agreement) delegates to an Investment Management
Subsidiary

investment discretion or voting power over the securities held in the
investment

advisory accounts that are subject to that agreement, FRI treats the
Investment

Management Subsidiary as having sole investment discretion or voting
authority, as the

case may be, unless the agreement specifies otherwise. Accordingly, each
Investment

Management Subsidiary reports on Schedule 13G that it has sole investment
discretion

and voting authority over the securities covered by any such investment
management

agreement, unless otherwise noted in this Item 4.  As a result, for
purposes of Rule

13d‑3 under the Act, the Investment Management Subsidiaries listed in this
Item 4 may

be deemed to be the beneficial owners of the securities reported in this
Schedule 13G.

     Beneficial ownership by Investment Management Subsidiaries and other FRI
affiliates is

being reported in conformity with the guidelines articulated by the SEC
staff in
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Release No. 34‑39538 (January 12, 1998) relating to organizations, such as
FRI, where

related entities exercise voting and investment powers over the securities
being

reported independently from each other.  The voting and investment powers
held by

Franklin Mutual Advisers, LLC (“FMA”), an indirect wholly‑owned Investment
Management

Subsidiary, are exercised independently from FRI and from all other
Investment

Management Subsidiaries (FRI, its affiliates and the Investment Management

Subsidiaries other than FMA are collectively, “FRI affiliates”).
Furthermore, internal

Edgar Filing: AAR CORP - Form SC 13G/A

21



CUSIP NO. 000361105                           13G                           
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policies and procedures of FMA and FRI establish informational barriers
that prevent

the flow between FMA and the FRI affiliates of information that relates to
the voting

and investment powers over the securities owned by their respective
management

clients. Consequently, FMA and FRI affiliates report the securities over
which they

hold investment and voting power separately from each other for purposes
of Section 13

of the Act.

Charles B. Johnson and Rupert H. Johnson, Jr. (the “Principal Shareholders”)
each own

in excess of 10% of the outstanding common stock of FRI and are the
principal

stockholders of FRI.  FRI and the Principal Shareholders may be deemed to
be, for

purposes of Rule 13d‑3 under the Act, the beneficial owners of securities
held by

persons and entities for whom or for which FRI subsidiaries provide
investment

management services.  The number of shares that may be deemed to be
beneficially owned
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and the percentage of the class of which such shares are a part are
reported in Items

9 and 11 of the cover pages for FRI and each of the Principal
Shareholders.  FRI, the

Principal Shareholders and each of the Investment Management Subsidiaries
disclaim any

pecuniary interest in any of the such securities.  In addition, the filing
of this

Schedule 13G on behalf of the Principal Shareholders, FRI and the FRI
affiliates, as

applicable, should not be construed as an admission that any of them is,
and each of

them disclaims that it is, the beneficial owner, as defined in Rule 13d‑3,
of any of

the securities reported in this Schedule 13G.

FRI, the Principal Shareholders, and each of the Investment Management
Subsidiaries

believe that they are not a “group” within the meaning of Rule 13d‑5 under
the Act and

that they are not otherwise required to attribute to each other the
beneficial

ownership of the securities held by any of them or by any persons or
entities for whom

or for which the Investment Management Subsidiaries provide investment
management

services. 

(a)   Amount beneficially owned:

4,107,000 
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(b)   Percent of class:

10.3% 

(c)   Number of shares as to which the person has:

(i)  Sole power to vote or to direct the vote

Franklin Resources,
Inc.:                                            0

Charles B.
Johnson:                                                  0

Rupert H. Johnson,
Jr.:                                              0

Franklin Advisory Services, LLC:                            
3,767,900

(ii)  Shared power to vote or to direct the vote

0 

              (iii) Sole power to dispose or to direct the disposition of
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Franklin Resources,
Inc.:                                            0

Charles B.
Johnson:                                                  0

Rupert H. Johnson,
Jr.:                                              0

Franklin Advisory Services, LLC:                            
4,107,000

(iv)   Shared power to dispose or to direct the disposition of

0 
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Item 5.  Ownership of Five Percent or Less of a Class

If this statement is being filed to report the fact that as of the
date

hereof the reporting person has ceased to be the beneficial owner
of more

than five percent of the class of securities, check the following
[ ].

Item 6.  Ownership of More than Five Percent on Behalf of Another Person

The clients of the Investment Management Subsidiaries, including
investment

companies registered under the Investment Company Act of 1940 and
other

managed accounts, have the right to receive or power to direct the
receipt of

March 31,

(US$ in millions)

 2007
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 2006

Net income $14 $58Other comprehensive income:      Foreign exchange translation adjustment, net of tax expense $0 (2007), $0
(2006)  125  211 Unrealized gains on commodity futures and foreign exchange contracts designated
    as cash flow hedges, net of tax expense of $3 (2007)  8  �Unrealized gain on securities, net of tax expense of $1 (2007) and $1
(2006)  3  3 Reclassification of realized gains to net income, net of tax of $4 (2007)  (7) �  

Total comprehensive income $143 $272  

13.    EARNINGS PER COMMON SHARE

        Basic earnings per common share is computed by dividing net income available to common shareholders by the weighted-average number
of common shares outstanding, excluding any dilutive effects of stock options, restricted stock unit awards and convertible securities during the
reporting period. Diluted earnings per common share is computed similar to basic earnings per common share, except that the weighted-average
number of common shares outstanding is increased to include additional common shares from the assumed exercise of stock options, restricted
stock unit awards and convertible securities, if dilutive. The number of additional common shares is calculated by assuming that outstanding
stock options, except those which are not dilutive, were exercised and that the proceeds from such exercises were used to acquire common
shares at the average market price during the reporting period. In addition, Bunge accounts for the effects of convertible securities using the
if-converted method. Under this method, the convertible securities are assumed to be converted and the related dividends are added back to
earnings, if dilutive.

        In November 2006, Bunge sold 6,900,000 cumulative convertible perpetual preference shares (convertible preference shares) in a public
offering. Each convertible preference share has an initial liquidation preference of $100 per convertible preference share and each is convertible,
at any time at the holder's option, initially into approximately 1.0846 Bunge Limited common shares (which represents 7,483,740 Bunge
Limited common shares in the aggregate), based on an initial conversion price of $92.20 per convertible preference share, subject in each case to
specified adjustments.

12
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BUNGE LIMITED AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

13.    EARNINGS PER COMMON SHARE (continued)

        The following table sets forth the computation of basic and diluted earnings per common share for the three months ended March 31, 2007
and 2006:

Three Months Ended
March 31,

(US$ in millions, except for share data) 2007 2006

Net income�basic $ 14 $ 58
Convertible preference share dividends (8) �

Net income available to common shareholders $ 6 $ 58

Weighted average number of common shares outstanding:
Basic 120,213,777 119,231,404
Effect of dilutive shares:
- Stock options and awards 1,417,229 1,365,420

Diluted (1) 121,631,006 120,596,824

Earnings per common share:
Basic $ 0.05 $ 0.49

Diluted $ 0.05 $ 0.48

(1)
The weighted-average number of common shares outstanding for the three months ended March 31, 2007 excludes 7,483,740
weighted-average common shares that would be issuable upon conversion of the convertible preference shares as the effect of the
conversion would not have been dilutive. In addition, approximately 2 million stock options and contingently issuable restricted stock
units were not dilutive and not included in the weighted-average number of common shares outstanding for both the three months
ended March 31, 2007 and 2006.

14.    INCOME TAXES

        On January 1, 2007, Bunge adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48).
Among other tax guidance, FIN 48 requires applying a "more likely than not" threshold to the recognition and de-recognition of tax positions.
As a result of the adoption of FIN 48, Bunge recorded a $55 million increase in the liability for unrecognized tax benefits, with a corresponding
reduction of $46 million to retained earnings and $9 million to the deferred tax valuation allowance at January 1, 2007. Bunge had recorded tax
liabilities of $155 million in its consolidated balance sheet at January 1, 2007, related to unrecognized tax benefits, of which $31 million relates
to accrued penalties and interest. There were no significant changes related to the balance of the unrecognized tax benefits or accrued interest
and penalties as of March 31, 2007. Substantially all of the unrecognized tax benefits balance, if recognized, would affect Bunge's annual
effective income tax rate. Bunge recognizes accrued interest and penalties related to unrecognized tax benefits in income tax expense.

13
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BUNGE LIMITED AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

14.    INCOME TAXES (continued)

        Included in the liability for unrecognized tax benefits at January 1, 2007 is approximately $23 million relating to the possible realization of
deferred tax assets at certain of Bunge's foreign subsidiaries. Bunge has requested a ruling on the realization of these deferred tax assets from the
applicable tax authorities and expects to receive this ruling within the next 12 months. If the ruling is favorable, Bunge's liability related to this
unrecognized tax benefit will be reversed.

        Bunge, through its subsidiaries, files income tax returns in the United States (federal and various states) and foreign jurisdictions. The table
below shows the tax years for which Bunge is subject to income tax examinations by tax authorities.

Open Tax Years

North America 1998 � 2006
South America 1999 � 2006
Europe (excluding Austria and Netherlands) 2000 � 2006

Austria 1991 � 2005
Netherlands 1994 � 2006

Asia 2001 � 2006
15.    SEGMENT INFORMATION

        During the three months ended March 31, 2007, Bunge reclassified certain product lines from the edible oil products segment to the
agribusiness segment. As a result, amounts for the three months ended March 31, 2006 have been reclassified to conform to the current period
presentation.

        Bunge has four reporting segments�agribusiness, fertilizer, edible oil products and milling products�which are organized based upon similar
economic characteristics and are similar in nature of products and services offered, the nature of production processes, the type and class of
customer and distribution methods. The agribusiness segment is characterized by both inputs and outputs being agricultural commodities and
thus high volume and low margin. The activities of the fertilizer segment include raw material mining, mixing fertilizer components and
marketing products. The edible oil products segment involves the manufacturing and marketing of products derived from vegetable oils. The
milling products segment involves the manufacturing and marketing of products derived primarily from wheat and corn. Bunge evaluates
segment performance based on segment operating profit.

        The "Unallocated" column in the following table contains the reconciliation between the totals for reportable segments and Bunge's
consolidated totals, which consists primarily of corporate items not allocated to the operating segments and intersegment eliminations. Transfers
between the segments are generally valued at market. The revenues generated from these transfers are shown in the following table as
"Intersegment revenues."

14
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BUNGE LIMITED AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

15.    SEGMENT INFORMATION (continued)

Operating Segment Information

(US$ in millions) Agribusiness Fertilizer
Edible Oil
Products

Milling
Products Unallocated Total

Three Months Ended
March 31, 2007
Net sales to external customers $ 6,190 $ 613 $ 1,125 $ 261 $ �$ 8,189
Intersegment revenues 821 � 30 1 (852) �
Gross profit 110 80 77 33 � 300
Foreign exchange gains (losses) 6 26 1 (2) (2) 29
Interest income 7 14 1 1 8 31
Interest expense (54) (7) (8) (1) � (70)
Segment operating profit (loss) (66) 65 7 13 � 19
Depreciation, depletion and amortization $ (33) $ (35) $ (14) $ (4) $ �$ (86)

Three Months Ended
March 31, 2006
Net sales to external customers $ 4,212 $ 420 $ 760 $ 233 $ �$ 5,625
Intersegment revenues 476 � 18 5 (499) �
Gross profit 138 50 64 32 � 284
Foreign exchange gains 1 33 1 � 8 43
Interest income 7 16 � � 5 28
Interest expense (39) (14) (6) (2) � (61)
Segment operating profit 1 31 7 15 � 54
Depreciation, depletion and amortization $ (31) $ (31) $ (12) $ (4) $ �$ (78)
        A reconciliation of income from operations before income tax to total segment operating profit follows:

Three Months Ended
March 31,

(US$ in millions) 2007 2006

Income from operations before income tax $ 27 $ 68
Unallocated (income) expense � net (1) (8) (14)

Total segment operating profit $ 19 $ 54

(1) Includes interest income, interest expense, foreign exchange gains and losses and other income and
expense not directly attributable to Bunge's operating segments.

15
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Cautionary Statement Regarding Forward-Looking Statements

        This report contains both historical and forward-looking statements. All statements, other than statements of historical fact are, or may be
deemed to be, forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended (Exchange Act). These forward-looking statements are not based on historical facts, but rather
reflect our current expectations and projections about our future results, performance, prospects and opportunities. We have tried to identify
these forward-looking statements by using words including "may," "will," "expect," "anticipate," "believe," "intend," "estimate," "continue" and
similar expressions. These forward-looking statements are subject to a number of risks, uncertainties and other factors that could cause our
actual results, performance, prospects or opportunities, as well as those of the markets we serve or intend to serve, to differ materially from those
expressed in, or implied by, these forward-looking statements. The following important factors, among others, could affect our business and
financial performance: governmental policies and laws affecting our business, including agricultural and trade policies, as well as biofuels
legislation; our funding needs and financing sources; changes in foreign exchange policy or rates; the outcome of pending regulatory and legal
proceedings; our ability to complete, integrate and benefit from acquisitions, divestitures, joint ventures and strategic alliances; availability and
demand for the commodities and other products that we sell and use in our business; industry conditions, including the cyclicality of the oilseed
processing industry, commodities market conditions, unpredictability of the weather and the impact of crop and animal disease on our business;
agricultural, economic, political, social, and health conditions in the primary markets where we operate; and other economic, business,
competitive and/or regulatory factors affecting our business generally.

        The forward-looking statements included in this report are made only as of the date of this report, and except as otherwise required by
federal securities law, we do not have any obligation to publicly update or revise any forward-looking statements to reflect subsequent events or
circumstances.

        You should refer to "Item 1A. Risk Factors" in our Annual Report on Form 10-K for the year ended December 31, 2006, filed with the SEC
on March 1, 2007, and "Part II�Item 1A. Risk Factors" in this Quarterly Report on Form 10-Q for a more detailed discussion of these factors.

Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

First Quarter 2007 Overview

        Typically, the first quarter of the year is the weakest for our agribusiness operations as the North American harvest is completed and the
South American harvest is just beginning, which generally results in oilseed processing activity being at its lowest levels of the year.
Agribusiness results in the first quarter of 2007 were lower than normal and lower than the first quarter of 2006 primarily as a result of
unrealized mark-to-market losses on our commodity inventories and forward purchase contracts, largely in South America, as well as higher
selling, general and administrative expenses (SG&A) and higher interest expense.

        The unrealized mark-to-market losses in the first quarter of 2007, which totaled approximately $85 million, resulted from a widening of the
spread between cash and futures prices for agricultural commodities, in particular soybeans, soybean oil and corn. These price changes impacted
the large physical inventory stocks at our facilities and our forward purchase contracts for crops that will be delivered later in the year.
Agricultural commodity futures prices were driven to high levels during the first quarter of 2007 as a result of anticipated demand for biofuels
and investment from non-commercial market participants. In addition, while customer demand for our products was strong, it was mostly in the
form of spot market purchases rather than forward purchases due to high commodity prices and ocean freight costs. As a result, customer
purchases did not provide the expected levels of offset to our high inventory stocks and forward commodity purchase contracts.

        The financial risk involved with changing prices exists throughout the origination, processing, distribution and sale of our agricultural
commodity products. We reduce risks through the initiation of futures positions that are intended to represent a temporary substitute for the sale
or purchase of the physical commodity. While there is

16

Edgar Filing: AAR CORP - Form SC 13G/A

31



a high degree of correlation between changes in exchange traded futures prices and changes in cash prices in most areas in which we operate,
there is no market mechanism that provides a complete hedge of our exposure to changes in cash market prices in those various areas of the
world. Changes in the market values of our merchandisable agricultural commodity inventories are recognized in earnings as a component of
cost of goods sold. In addition, changes in the market values of our exchange traded futures and options contracts, forward purchase contracts
with suppliers and forward sales contracts with customers are also recognized in earnings as a component of cost of goods sold.

        Our fertilizer segment results for the first quarter of 2007 were higher than last year. Typically, the first half of the year is the weakest
period for our fertilizer business as a result of the South American agricultural growing cycle. However, strong demand for fertilizer, primarily
for a Brazilian winter corn crop that was significantly larger than in 2006, resulted in higher volumes. In addition, higher international fertilizer
raw material prices favorably impacted margins and lower SG&A costs, resulting from cost reduction initiatives, contributed to a stronger first
quarter for our fertilizer segment. We expect that the total Brazilian retail fertilizer market will grow by 9% compared to 2006.

        Operating profit was flat in our edible oil products segment. Higher volumes and margins in Brazil were largely offset by weaker margins
in Europe and North America. Segment profitability was negatively impacted by higher raw material costs, principally crude vegetable oil,
which could not be fully passed on to the customer. In addition, increased personnel costs related to the growth of our businesses in Asia and
Eastern Europe and the impact of foreign currency translation increased SG&A costs.

        Milling products segment operating profit decreased despite increases in average selling prices primarily due to lower sales volumes and
increases in SG&A. Wheat milling products benefited from strong margins, but volume and margin declines in corn milling products partially
offset wheat milling profitability.

Segment Results

        In the first quarter of 2007, we reclassified certain product lines from the edible oil products segment to the agribusiness segment. As a
result, amounts in our segment results for the three months ended March 31, 2006 have been reclassified to conform to the current period
presentation.

        A summary of certain items in our condensed consolidated statements of income and volumes by reportable segment for the periods
indicated is set forth below.
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Three Months Ended March 31,

(US$ in millions, except volumes and percentages) 2007 2006 Change

Volumes (in thousands of metric tons):
Agribusiness 25,991 21,252 22%
Fertilizer 2,451 1,718 43%
Edible oil products 1,266 1,005 26%
Milling products 905 950 (5)%

Total 30,613 24,925 23%

Net sales:
Agribusiness $ 6,190 $ 4,212 47%
Fertilizer 613 420 46%
Edible oil products 1,125 760 48%
Milling products 261 233 12%

Total $ 8,189 $ 5,625 46%

Cost of goods sold:
Agribusiness $ (6,080) $ (4,074) 49%
Fertilizer (533) (370) 44%
Edible oil products (1,048) (696) 51%
Milling products (228) (201) 13%

Total $ (7,889) $ (5,341) 48%

Gross profit:
Agribusiness $ 110 $ 138 (20)%
Fertilizer 80 50 60%
Edible oil products 77 64 20%
Milling products 33 32 3%

Total $ 300 $ 284 6%

Selling, general and administrative expenses:
Agribusiness $ (135) $ (106) 27%
Fertilizer (48) (54) (11)%
Edible oil products (64) (52) 23%
Milling products (18) (15) 20%

Total $ (265) $ (227) 17%

Foreign exchange gains (losses):
Agribusiness $ 6 $ 1
Fertilizer 26 33
Edible oil products 1 1
Milling products (2) �

Total $ 31 $ 35

Interest income:
Agribusiness $ 7 $ 7 �%
Fertilizer 14 16 (13)%
Edible oil products 1 � 100%
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Three Months Ended March 31,
Milling products 1 � 100%

Total $ 23 $ 23 �%

Interest expense:
Agribusiness $ (54) $ (39) 38%
Fertilizer (7) (14) (50)%
Edible oil products (8) (6) 33%
Milling products (1) (2) (50)%

Total $ (70) $ (61) 15%
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Three Months Ended March 31,

(US$ in millions, except volumes and percentages) 2007 2006 Change

Segment operating profit (loss):
Agribusiness $ (66) $ 1
Fertilizer 65 31 110%
Edible oil products 7 7 �%
Milling products 13 15 (13)%

Total (1) $ 19 $ 54 (65)%

Depreciation, depletion and amortization:
Agribusiness $ 33 $ 31 6%
Fertilizer 35 31 13%
Edible oil products 14 12 17%
Milling products 4 4 �%

Total $ 86 $ 78 10%

Net income $ 14 $ 58 (76)%

(1)
Total segment operating profit is our consolidated income from operations before income tax that includes interest income of each
segment and an allocated portion of the foreign exchange gains and losses and of interest expense relating to debt financing operating
working capital, including readily marketable inventories.

Total segment operating profit is a non-U.S. GAAP measure and is not intended to replace income from operations before income tax,
the most directly comparable U.S. GAAP financial measure. Total segment operating profit is a key performance measurement used
by our management to evaluate whether our operating activities cover the financing costs of our business. We believe total segment
operating profit is a more complete measure of our operating profitability, since it allocates foreign exchange gains and losses, relating
to our cost of debt financing working capital, to the appropriate operating segments. Additionally, we believe total segment operating
profit assists investors by allowing them to evaluate changes in the operating results of our portfolio of businesses before
non-operating factors that affect net income. Total segment operating profit is not a measure of consolidated operating results under
U.S. GAAP and should not be considered as an alternative to income from operations before income tax or any other measure of
consolidated operating results under U.S. GAAP.

        Below is a reconciliation of income from operations before income tax to total segment operating profit.

Three Months Ended
March 31,

(US$ in millions) 2007 2006

Income from operations before income tax $ 27 $ 68
Unallocated expenses � net (1) (8) (14)

Total segment operating profit $ 19 $ 54

(1) Includes interest income, interest expense, foreign exchange gains and losses and other
income and expense not directly attributable to our operating segments.
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Three Months Ended March 31, 2007 Compared to Three Months Ended March 31, 2006

        Agribusiness Segment.    Agribusiness segment net sales increased 47% due to higher average selling prices for agricultural commodity
products and a 22% increase in volumes. Selling prices for commodity products increased as commodity futures prices rose, influenced by
supply concerns related to the projected growth in demand from the biofuels sector, which uses corn and vegetable oils to produce ethanol and
biodiesel. Grain origination volumes increased primarily in Brazil as higher agricultural commodity prices stimulated farmer selling.

        Cost of goods sold increased 49%, primarily as a result of the unrealized mark-to-market losses on commodity inventories and forward
purchase contracts in South America of approximately $85 million. Higher raw material costs and increased volumes also contributed to the
overall increase. Gross profit declined by 20% as unrealized mark-to-market losses on our commodity inventories and forward purchase
contracts in South America more than offset higher volumes and margins on our sales during the quarter.

        SG&A increased 27% with higher personnel costs to support growth in new product lines such as sugar, and the impact of the stronger
Brazilian real on local currency expenses when translated into U.S. dollars.

        Interest expense increased 38% as a result of higher average borrowings to support increased working capital requirements caused by
higher commodity prices and increased farmer selling.

        Segment operating profit decreased $67 million primarily due to the unrealized mark-to-market losses and higher SG&A and interest
expenses. First quarter 2006 results included $18 million of impairment charges related to the closure of three oilseed processing plants in Brazil
and $2 million of cash restructuring charges.

        Fertilizer Segment.    Fertilizer segment net sales increased 46% driven primarily by a 43% increase in volumes and, to a lesser extent, by
high international fertilizer prices, as domestic products in Brazil are priced to import parity. Increases in corn ethanol production in the United
States and prospects for ethanol demand growth pushed international prices for corn higher, which provided Brazilian farmers a strong incentive
to increase plantings of winter corn, which in turn increased the related fertilizer demand. In addition, some farmers began to purchase fertilizer
in advance of soybean and wheat plantings in anticipation of further fertilizer price increases. Sales of raw material products were also robust in
response to the demand from fertilizer producers.

        Cost of goods sold increased 44% primarily as a result of the increase in sales volumes and higher costs primarily due to the impact of a
stronger Brazilian real on local currency expenses translated into U.S. dollars compared to the first quarter of 2006.

        Gross profit increased 60% primarily due to the increase in net sales. Gross profit also benefited from increased selling prices relative to the
cost at which raw material inputs were previously acquired.

        SG&A decreased 11% as a result of a reduction in bad debt expense compared to the first quarter of 2006 and lower expenses resulting
from workforce reductions made in 2006. Partially offsetting these decreases were the impact of the stronger Brazilian real on local currency
expenses translated into U.S. dollars. Results for the first quarter of 2006 included a $2 million cash restructuring charge related to workforce
reduction.

        Segment operating profit increased 110% as a result of the increase in gross profit and reduction in SG&A. First quarter 2006 was
particularly weak with sluggish volumes, increases in raw material costs and higher operating expenses.

        Edible Oil Products Segment.    Edible oil products segment net sales increased 48% as a result of higher average selling prices and a 26%
increase in volumes. While volume increases occurred in most regions, our European operations experienced lower volumes and weaker
margins. These effects were offset in part by the consolidation of an acquisition in Poland, which was previously accounted for under the equity
method. Higher average selling prices were primarily the result of higher raw material crude vegetable oil prices, principally crude softseed and
soybean oils.

        Cost of goods sold increased 51% due to the increase in volumes and raw material costs. Gross profit increased 20% primarily due to the
increase in volumes, partially offset by lower average gross profit margins as raw material prices increased at a faster pace than selling prices in
highly competitive market conditions. In addition, the incremental increase in volumes in the first quarter of 2007 compared to the same period
last year
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primarily related to lower margin products. Included in the first quarter of 2006 were $2 million of impairment charges relating to the
write-down of certain refining and packaging facilities in our Brazilian edible oil operations.

        SG&A increased 23% primarily due to higher selling and marketing expenses associated with increased personnel costs related to the
growth of our businesses in Asia and Eastern Europe, the consolidation of an acquisition in Poland and the effects of a stronger Brazilian real on
local currency expenses translated into U.S. dollars.

        Segment operating profit was flat as improved gross profit was offset by higher SG&A.

        Milling Products Segment.    Milling products segment net sales increased 12% with higher average selling prices for corn and wheat
milling products partially offset by a 5% decline in volumes. Increases in wheat and corn prices were the primary contributors to the higher
overall average selling prices. These higher prices depressed customer demand resulting in the decline in volumes, primarily for corn milling
products.

        Cost of goods sold increased 13% with the high prices of wheat and corn. Good margins in wheat milling were largely offset by margin
declines in corn milling. Wheat prices increased in Brazil due to a shortage of supplies, while corn prices in the United States rose due to
increased current and anticipated demand from ethanol producers. Gross profit increased 3% primarily due to higher average selling prices.
SG&A increased 20% primarily due to increases in selling expenses and the effects of a stronger Brazilian real.

        Segment operating profit decreased 13% as a result of increases in SG&A that were not offset by margin improvements.

        Consolidated Financial Costs.    A summary of consolidated financial costs for the periods indicated follows:

Three Months Ended
March 31,

(US$ in millions, except percentages) 2007 2006 Change

Interest income $ 31 $ 28 11%
Interest expense (70) (61) 15%
Foreign exchange gains 29 43
        Interest income increased 11% primarily due to higher average levels of interest bearing accounts. Interest expense increased 15% primarily
due to higher average borrowings resulting from increased working capital. Foreign exchange gains, which helped offset currency effects on
margins in the first quarter of 2007, resulted primarily from the 4% appreciation of the Brazilian real, when compared to the U.S. dollar, at
March 31, 2007 versus December 31, 2006 on the net U.S. dollar-denominated monetary liability position of our Brazilian subsidiaries. The
Brazilian real appreciated 8% against the U.S. dollar, at March 31, 2006 versus December 31, 2005, resulting in exchange gains in the first
quarter of 2006.

        Income Tax Expense.    The effective tax rate for the first quarter of 2007 was 22% compared to 16% in the same period in 2006. The
increase in the effective tax rate was primarily due to increases in earnings in higher tax jurisdictions.

        Minority Interest.    Minority interest increased $1 million to $12 million in the first quarter of 2007 from $11 million in the first quarter of
2006 primarily due to higher earnings from non-wholly owned subsidiaries.

        Equity in Earnings of Affiliates.    Equity in earnings of affiliates decreased $7 million to $5 million in the first quarter of 2007 from
$12 million in 2006 with lower earnings from Solae and our European biodiesel joint ventures. The decrease in earnings from Solae related
largely to Solae's recording of income tax valuation allowances against certain foreign deferred tax assets. Biodiesel margins during the first
quarter of 2007 declined compared to the same period last year, which resulted in reduced earnings from our European biodiesel joint ventures.

        Net Income.    Net income decreased $44 million to $14 million in the first quarter of 2007 from $58 million in the first quarter of 2006. Net
income for the first quarter of 2006 includes impairment and restructuring charges of $16 million, net of tax.
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Liquidity and Capital Resources

        Our primary financial objective is to maintain sufficient liquidity through a conservative balance sheet that provides flexibility to pursue
our growth objectives. Our current ratio, defined as current assets divided by current liabilities, was 1.89 and 1.86 at March 31, 2007 and
December 31, 2006, respectively.

        Cash and Readily Marketable Inventories.    Cash and cash equivalents were $485 million at March 31, 2007 and $365 million at
December 31, 2006.

        Included in our inventories were readily marketable inventories of $2,445 million at March 31, 2007 and $2,336 million at December 31,
2006. Readily marketable inventories are agricultural commodity inventories, which are readily convertible to cash because of their commodity
characteristics, widely available markets and international pricing mechanisms.

        Fertilizer Segment Accounts Receivable.    In our fertilizer segment, customer accounts receivable typically have repayment terms of up to
180 days. The actual due dates are individually determined based upon when a farmer purchases our fertilizer and the anticipated date for the
harvest and sale of the farmer's crop, as the farmer's cash flow is seasonal and is typically generated after the crop is harvested. The payment
terms for these accounts receivable are often renegotiated if there is a crop failure or the cash flows generated from the harvest are not adequate
for the farmer to repay balances due to us.

        Brazilian farm economics in recent years has been adversely affected by volatility in soybean prices, poor crop quality and yields in certain
regions and a steadily appreciating Brazilian real. Certain Brazilian farmers responded to these conditions by delaying payment on outstanding
amounts owed to farm input suppliers, which has resulted in an increase in the number of our delinquent fertilizer segment accounts receivable.
In addition, certain farmers have increased their accounts receivable balances with us in order to acquire additional fertilizer products. As a
result, we have increased our allowance for doubtful accounts in the fertilizer segment since December 31, 2006. Below is a table of our
fertilizer segment trade accounts receivable balances and the related allowances for doubtful accounts as of the dates indicated:

(US$ in millions)
March 31,

2007
December 31,

2006

Trade accounts receivable $ 764 $ 746

Allowance for doubtful accounts $ 153 $ 144

Allowance for doubtful accounts as a percentage of trade accounts receivable 20% 19%

        We evaluate the collectibility of our trade accounts receivable and record allowances for doubtful accounts if we determine that collection
is doubtful. We base our determination of the allowance on analyses of credit quality for specific accounts, considering also the economic and
financial condition of the farming industry and other market conditions. We continue to monitor the economic environment and events taking
place in Brazil and will adjust this allowance in the future depending upon significant changes in circumstances. In addition, we have tightened
our credit policies to reduce exposure to higher risk accounts and we have increased our collateral requirements for certain customers.

        Secured Advances to Farmers and Suppliers and Prepaid Commodity Contracts.    We purchase soybeans through prepaid commodity
purchase contracts and secured advances to farmers in Brazil. These financing arrangements are typically secured by the farmer's future crop and
mortgages on the farmer's land and other assets and are generally settled after the farmer's crop is harvested and sold. At March 31, 2007, we had
$864 million in outstanding prepaid commodity purchase contracts and secured advances to farmers in Brazil compared to $866 million at
December 31, 2006. The allowance for uncollectible advances totaled $42 million at March 31, 2007 and $40 million at December 31, 2006. We
closely monitor the collectibility of these advances. Against these outstanding balances owed to us, we also had $219 million and $35 million, as
of March 31, 2007 and December 31, 2006, respectively, recorded as accounts payable to these farmers reflecting soybeans which had been
delivered by the farmers to our facilities. Interest earned on these financing arrangements amounted to $17 million for the

22

Edgar Filing: AAR CORP - Form SC 13G/A

39



first quarter of 2007 compared to $24 million in 2006 and is reflected in net sales in our condensed consolidated statements of income.

        Included in the outstanding balances for prepaid purchase contracts and secured advances to farmers at March 31, 2007 and December 31,
2006 were long-term secured advances to suppliers of $301 million and $258 million, respectively. We extend secured advances to suppliers on
a long-term basis as Brazilian producers increase acreage used for the production of agricultural commodities. These advances are used by our
suppliers to invest in the cultivation of newly converted land and other supplies needed for the production of agricultural commodities. Often
these new production areas will take two to three years to reach normal yields. The repayment terms of our long-term secured advances to
suppliers generally range from two to three years. This program is intended to enhance the future supply of agricultural commodities from the
increased acreage.

        Included in the long-term secured advances to suppliers are advances that were renegotiated from their original terms, equal to an aggregate
of $58 million and $54 million at March 31, 2007 and December 31, 2006, respectively, mainly due to crop failures. These renegotiated
advances are generally collateralized by a farmer's future crops and a mortgage on the land, buildings and equipment. Also included in long-term
secured advances to suppliers are advances for which we have initiated legal action to collect the outstanding balance, equal to an aggregate of
$123 million and $104 million at March 31, 2007 and December 31, 2006, respectively.

        Long-Term and Short-Term Debt.    We conduct most of our financing activities through a centralized financing structure, designed to act
as our central treasury, which enables us and our subsidiaries to borrow long-term and short-term debt more efficiently. This structure includes a
master trust facility, the primary assets of which consist of intercompany loans made to Bunge Limited and its subsidiaries. Certain of Bunge
Limited's 100%-owned subsidiaries fund the master trust with long- and short-term debt obtained from third parties, including through our
commercial paper program. Borrowings by these subsidiaries carry full, unconditional guarantees by Bunge Limited.

        Our short-term and long-term debt increased by $419 million at March 31, 2007 from December 31, 2006, primarily to finance higher
working capital levels. The increase in working capital was mainly caused by higher prices for agricultural commodities. Generally, during
periods when commodity prices are high, our operations require increased levels of working capital which results in higher debt levels.

        To finance working capital, we use cash flows generated from operations, short-term borrowings, including our commercial paper program,
various long-term bank facilities as well as issue senior notes. At March 31, 2007, we had approximately $2,050 million of aggregate committed
borrowing capacity under our commercial paper program and long-term revolving credit facilities, all of which are with a number of lending
institutions. Of this committed borrowing capacity, $1,230 million was unused and available at March 31, 2007.

        The following table indicates borrowing facilities and outstanding amounts at March 31, 2007 and December 31, 2006:

(US$ in millions) Maturity
March 31,

2007
December 31,

2006 Total Availability

Commercial Paper 2007 $ 170 $ 90 $ 600
Revolving Credit Facilities (1) 2009 � 2010 650 450 1,450

Total $ 820 $ 540 $ 2,050

(1)
Borrowings under the revolving credit facilities are classified as long-term debt, consistent with the long-term maturity of
the facilities. Individual borrowings under the revolving credit facilities are generally short-term in nature, bear interest at
variable rates and can be repaid or renewed as each individual borrowing matures.

        At March 31, 2007, we had $170 million outstanding under our commercial paper program. We maintain back-up bank credit lines equal to
the maximum capacity of our commercial paper program of $600 million. These credit lines expire in June 2007 and are expected to be renewed.
If we were unable to access the commercial paper market, we would use these bank credit lines, which would be at a higher cost than our
commercial paper. At March 31, 2007, no amounts were outstanding under these back-up bank credit lines.
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        In addition to the committed credit facilities discussed above, from time to time we enter into uncommitted short-term credit lines with
lending institutions. These credit lines are negotiated as we deem necessary based on our liquidity requirements. At March 31, 2007 and
December 31, 2006, $46 million and $225 million, respectively, were outstanding under such short-term credit lines, which are included in
short-term debt in our condensed consolidated balance sheets.

        In March 2007, we completed the sale of $250 million aggregate principal amount of unsecured senior notes bearing interest at 5.90% per
year that mature in April 2017 (senior notes due 2017). The senior notes due 2017 were issued by our indirect 100%-owned finance subsidiary,
Bunge N.A. Finance L.P., and are fully and unconditionally guaranteed by Bunge Limited. Interest on the senior notes due 2017 is payable
semi-annually in arrears in April and October of each year, commencing in October 2007. We used the net proceeds of this offering, of
approximately $247 million, after deducting underwriters' commissions and offering expenses, to repay outstanding indebtedness. Also, in
March 2007, we entered into certain interest rate swaps with a notional value of $250 million maturing in April 2017 for the purpose of
managing our interest rate exposure associated with the senior notes due 2017. Under the terms of the interest rate swaps, we will make
payments based on six-month LIBOR, and will receive payments based on fixed interest rates. We have accounted for these interest rate swap
agreements as fair value hedges in accordance with SFAS No. 133.

        Our credit facilities and certain senior notes require us to comply with specified financial covenants related to minimum net worth,
minimum current ratio and a maximum debt to capitalization ratio. We were in compliance with these covenants as of March 31, 2007.

        Shareholders' Equity.    Shareholders' equity increased to $5,775 million at March 31, 2007 from $5,668 million at December 31, 2006, as a
result of net income of $14 million, $31 million from the issuance of our common shares upon the exercise of employee stock options for
$16 million and the issuance of restricted stock units that had vested for $15 million, $6 million related to stock-based compensation expense,
and other comprehensive income of $129 million, which includes foreign exchange translation gains of $125 million. This increase was partially
offset by $46 million relating to the initial adoption of FIN 48, dividends paid to common shareholders of $19 million and accrued dividends
payable to preference shareholders of $8 million during the first quarter of 2007.

Cash Flows

        In the three months ended March 31, 2007, our cash and cash equivalents balance increased $120 million, reflecting the net impact of cash
flows from operating, investing and financing activities, compared to a $74 million decrease in our cash and cash equivalents balance in the
three months ended March 31, 2006.

        Our operating activities used cash of $182 million in the three months ended March 31, 2007, compared to cash used of $54 million in the
three months ended March 31, 2006. Our cash flow from operations varies depending on the timing of the acquisition of, and the market prices
for, agribusiness commodity inventories. The decrease in the cash flow from operating activities is primarily due to the $41 million decline in
income from operations before income tax for the three months ended March 31, 2007 compared to the same period in 2006 and higher levels of
working capital. The higher levels of working capital are primarily attributable to higher soybean and corn prices and increased purchases in
South America.

        Cash used by investing activities was $84 million in the three months ended March 31, 2007, compared to cash used of $96 million in the
three months ended March 31, 2006. Payments made for capital expenditures included investments in property, plant and equipment that totaled
$84 million and consisted primarily of additions under our capital expenditure plan. The majority of capital expenditures in the three months
ended March 31, 2007 related to replacement of existing equipment in order to maintain current production capacity, efficiency improvements to
reduce costs, equipment upgrades and business expansion. Proceeds from the disposal of property, plant and equipment for the three months
ended March 31, 2007 included $12 million received from sale of land.

        Investments in affiliates included in cash flow from investing activities for the three months ended March 31, 2007 included $3 million of
increased investments in a biofuels joint venture in North America. For the quarter ended March 31, 2006, cash flow from investing activities
included primarily $16 million for a 25% ownership interest in a company that manufactures edible oil products in Russia and an additional
investment of $16 million in our
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existing Brazilian port terminal joint ventures. Investing activities in the three months ended March 31, 2006 also included capital returns of
$6 million from our Solae joint venture.

        Cash provided by financing activities was $380 million in the three months ended March 31, 2007, compared to cash provided of
$62 million in the three months ended March 31, 2006. In the three months ended March 31, 2007 and 2006, we increased our borrowings by
$398 million and $95 million, respectively, primarily to finance our working capital requirements. Dividends paid to our common shareholders
in the three months ended March 31, 2007 were $19 million and were $18 million in the three months ended March 31, 2006. Dividends paid to
our holders of our convertible preference shares, which were issued in November 2006, in the three months ended March 31, 2007 were
$9 million.

Guarantees

        We have issued or were a party to the following guarantees at March 31, 2007:

(US$ in millions)
Maximum Potential

Future Payments

Operating lease residual values (1) $ 57
Unconsolidated affiliates financing (2) 18
Customer financing (3) 239

Total $ 314

(1) Prior to January 1, 2003, we entered into synthetic lease agreements for barges and
railcars originally owned by us and subsequently sold to third parties. The leases are
classified as operating leases in accordance with SFAS No. 13, Accounting for Leases.
Any gains on the sales were deferred and recognized ratably over the initial lease terms.
We have the option under each lease to purchase the barges or railcars at fixed amounts,
based on estimated fair values or to sell the assets. If we elect to sell, we will receive
proceeds up to fixed amounts specified in the agreements. If the proceeds of such sales
are less than the specified fixed amounts, we would be obligated under a guarantee to
pay supplemental rent for the deficiency in proceeds up to a maximum of approximately
$57 million at March 31, 2007. The operating leases expire through 2010. There are no
recourse provisions or collateral that would enable us to recover any amounts paid
under this guarantee.

(2) Prior to January 1, 2003, we issued a guarantee to a financial institution related to debt
of our joint ventures in Argentina, our unconsolidated affiliates. The term of the
guarantee is equal to the term of the related financing, which matures in 2009. There are
no recourse provisions or collateral that would enable us to recover any amounts paid
under this guarantee.

(3) We have issued guarantees to financial institutions in Brazil related to amounts owed
the institutions by certain of our customers. The terms of the guarantees are equal to the
terms of the related financing arrangements, which can range from 120 days to five
years. In the event that the customers default on their payments to the institutions and
we would be required to perform under the guarantees, we have obtained collateral from
the customers. At March 31, 2007, $139 million of these financing arrangements were
collateralized by tangible property. We have determined the fair value of these
guarantees to be immaterial at March 31, 2007.

        In addition, Bunge Limited has provided full and unconditional parent level guarantees of the indebtedness outstanding under certain senior
credit facilities and senior notes entered into, or issued by, its 100%-owned subsidiaries. At March 31, 2007, debt with a carrying amount of
$3,286 million, related to these guarantees, is included in the condensed consolidated balance sheet. This debt includes the senior notes issued by
two of our 100%-owned finance subsidiaries, Bunge Limited Finance Corp. and Bunge N.A. Finance L.P. There are no significant restrictions
on the ability of Bunge Limited Finance Corp., Bunge N.A. Finance L.P. or any of our other subsidiaries to transfer funds to Bunge Limited.
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Dividends

        We paid a regular quarterly cash dividend of $0.16 per share on February 28, 2007 to common shareholders of record on February 14,
2007. In addition, we paid an initial quarterly dividend of $1.36771 per share on our cumulative convertible perpetual preference shares on
March 1, 2007 to preference shareholders of record on February 15, 2007. On February 27, 2007, we announced that we will pay a regular
quarterly cash dividend of $0.16 per share on May 31, 2007 to common shareholders of record on May 17, 2007, and that we will pay a
quarterly cash dividend of $1.21875 per share on our cumulative convertible perpetual preference shares on June 1, 2007 to preference
shareholders of record on May 15, 2007.

Critical Accounting Policies

        Critical accounting policies are defined as those policies that are both important to the portrayal of our financial condition and results of
operations and require management to exercise significant judgment. For a complete discussion of our accounting policies, see our annual report
on Form 10-K for the year ended December 31, 2006, filed with the Securities and Exchange Commission. There have been no significant
changes in our critical accounting policies since December 31, 2006.

Recent Accounting Pronouncement Adoption

        On January 1, 2007, we adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48).
Among other tax guidance, FIN 48 requires applying a "more likely than not" threshold to the recognition and de-recognition of tax positions.
As a result of the adoption of FIN 48, we recorded a $55 million increase in the liability for unrecognized tax benefits, with a corresponding
reduction of $46 million to retained earnings and $9 million to the deferred tax valuation allowance at January 1, 2007. We have recorded tax
liabilities of $155 million in our consolidated balance sheet at January 1, 2007, related to unrecognized tax benefits, of which $31 million relates
to accrued penalties and interest. There were no significant changes related to the balance of the unrecognized tax benefits or accrued interest
and penalties as of March 31, 2007. Substantially all of the unrecognized tax benefits balance, if recognized, would affect our annual effective
income tax rate. We recognize accrued interest and penalties related to unrecognized tax benefits in income tax expense.

        Included in the liability for unrecognized tax benefits at January 1, 2007 is approximately $23 million relating to the possible realization of
deferred tax assets at certain of our foreign subsidiaries. We have requested a ruling on the realization of these deferred tax assets from the
applicable tax authorities and expect to receive this ruling within the next 12 months. If the ruling is favorable, our liability related to this
unrecognized tax benefit will be reversed.

        We, through our subsidiaries, file income tax returns in the United States (federal and various states) and foreign jurisdictions. The table
below shows the tax years for which we are subject to income tax examinations by tax authorities.

Open Tax Years

North America 1998 � 2006
South America 1999 � 2006
Europe (excluding Austria and Netherlands) 2000 � 2006

Austria 1991 � 2005
Netherlands 1994 � 2006

Asia 2001 � 2006
Recent Accounting Pronouncements

        In February 2007, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 159, The Fair Value Option for Financial
Assets and Financial Liabilities (SFAS No. 159), which permits an entity to measure certain financial assets and financial liabilities at fair value.
Pursuant to SFAS No. 159, entities that elect the fair value alternative will report unrealized gains and losses in earnings at each subsequent
reporting date. The fair value alternative may be elected on an instrument-by-instrument basis, with a few exceptions, as long as it is applied to
the instrument in its entirety. The fair value alternative election is irrevocable, unless a new election date occurs. Assets and liabilities that are
measured at fair value must be displayed on the face of the balance sheet. SFAS No. 159 is effective as of the beginning of an entity's first fiscal
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year beginning after November 15, 2007. Early adoption is permitted as of the beginning of the previous fiscal year provided that the entity
(1) makes that choice in the first 120 days of that fiscal year, (2) has not yet issued financial statements and (3) elects to apply the provisions of
FASB SFAS No. 157, Fair Value Measurements. We are evaluating the provisions of SFAS No. 159 to determine the potential impact, if any,
the adoption will have on our consolidated financial statements.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Risk Management

        As a result of our global operating and financing activities, we are exposed to changes in agricultural commodity prices, transportation
costs, foreign currency exchange rates, interest rates and energy costs which may affect our results of operations and financial position. We use
derivative instruments for the purpose of managing the exposures associated with commodity prices, transportation costs, foreign currency
exchange rates, interest rates and energy costs. While these hedging instruments are subject to fluctuations in value, those fluctuations are
generally offset by the value of the underlying exposures being hedged. While the hedging positions are intended to minimize the volatility on
operating profits, occasionally the hedging activity can result in earnings volatility, some of which may be material. The counter-parties to these
contractual arrangements are primarily major financial institutions or, in the case of commodity futures and options, a commodity exchange. As
a result, credit risk arising from these contracts is not significant. Our board of directors' finance and risk policy committee supervises, reviews
and periodically revises our overall risk management policies and risk limits.

Commodities Risk

        We operate in many areas of the food industry, from agricultural raw materials to the production and sale of branded food products. As a
result, we purchase and produce various materials, many of which are agricultural commodities, including soybeans, soybean oil, soybean meal,
sunflower seed, rapeseed or canola, wheat and corn. Agricultural commodities are subject to price fluctuations due to a number of unpredictable
factors that may create price risk. We are also subject to the risk of counter-party defaults under forward purchase or sale contracts.

        We enter into various derivative contracts, primarily exchange-traded futures, with the objective of managing our exposure to adverse price
movements in the agricultural commodities used for our business operations. We have established policies that limit the amount of unhedged
fixed-price agricultural commodity positions permissible for our operating companies, which are a combination of quantity and value-at-risk
limits. We measure and review our net commodities position on a daily basis.

        Our daily net agricultural commodity position consists of inventory, related purchase and sale contracts, and exchange-traded contracts,
including those used to hedge portions of our production requirements. The fair value of that position is a summation of the fair values
calculated for each agricultural commodity by valuing each net position at quoted average futures prices for the period. Market risk is estimated
as the potential loss in fair value resulting from a hypothetical 10% adverse change in prices. The results of this analysis, which may differ from
actual results, are as follows:

Three Months Ended
March 31, 2007

Year Ended
December 31, 2006

(US$ in millions) Fair Value Market Risk Fair Value Market Risk

Highest long position $ 313 $ (31) $ 510 $ (51)
Highest short position (85) (9) (322) (32)
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Ocean Freight Risk

        Ocean freight represents a significant portion of our operating costs. The market price for ocean freight varies depending on the supply and
demand for ocean vessels, global economic conditions and other factors. We enter into time charter agreements for time on ocean freight vessels
based on forecasted requirements for the purpose of transporting agricultural commodities. Our time charter agreements have terms ranging
from two months to five years. We use derivative financial instruments to hedge portions of our ocean freight costs. The ocean freight
derivatives are recognized on the consolidated balance sheets at fair value.

        A substantial portion of the ocean freight derivatives have been designated as fair value hedges (in accordance with SFAS No. 133,
Accounting for Derivative Instruments and Hedging Activities) of our firm commitments to purchase time on ocean freight vessels. Changes in
the fair value of ocean freight derivatives that are qualified, designated and highly effective as fair value hedges along with gains or losses on the
hedged firm commitments that are attributable to the hedged risk, are recorded in earnings. For the three months ended March 31, 2007, we
recognized in cost of goods sold in our consolidated statements of income $66 million of gains on the firm commitments to purchase time on
ocean freight vessels, which were offset by $66 million of losses on freight derivative contracts designated as fair value hedges. There was no
material gain or loss recognized in the consolidated statements of income for the three months ended March 31, 2007 due to hedge
ineffectiveness.

        In most cases, we are responsible for purchasing the fuel needed to power the ocean freight vessels that we charter. This fuel is referred to
as "bunker fuel." We periodically use crude oil futures and over-the-counter (OTC) bunker swaps to hedge a portion of our forecasted purchases
of bunker fuel. The following table summarizes our outstanding crude oil futures and OTC bunker swaps at March 31, 2007:

(US$ in millions)
Notional

Value

Total Estimated
Fair Value Gain
March 31, 2007

Crude oil futures and OTC Bunker swaps�long position $ 117 $ 3
        These derivatives were recognized on the consolidated balance sheet at fair value, and they have not been designated as hedges for
accounting purposes. A hypothetical 10% decline in market prices applied to the fair value of the derivatives would result in a charge to costs of
goods sold in the consolidated statements of income of approximately $9 million.

Currency Risk

        Our global operations require active participation in foreign exchange markets. To reduce the risk arising from foreign exchange rate
fluctuations, we follow a policy of hedging monetary assets and liabilities and commercial transactions with foreign currency exposure. Our
primary exposure is related to our subsidiaries located in Brazil and Europe and to a lesser extent, Argentina, Canada and Asia. We enter into
derivative financial instruments, such as, forward contracts and swaps, and to a lesser extent, foreign currency options, to limit exposures to
changes in foreign currency exchange rates with respect to our recorded foreign currency denominated assets and liabilities and our local
currency operating expenses. We may also hedge other foreign currency exposures as deemed appropriate.

        When determining our exposure, we exclude intercompany loans that are deemed to be permanently invested. The repayments of
permanently invested intercompany loans are not planned or anticipated in the foreseeable future and therefore are treated as analogous to equity
for accounting purposes. As a result, the foreign exchange gains and losses on these borrowings are excluded from the determination of net
income and recorded as a component of accumulated other comprehensive income (loss) in the consolidated balance sheets. The balance of
permanently invested intercompany borrowings was $1,071 million as of March 31, 2007 and December 31, 2006. Included in accumulated
other comprehensive income (loss) are foreign exchange gains of $45 million and $171 million in the three months ended March 31, 2007 and
year ended December 31, 2006, respectively, related to permanently invested intercompany loans.
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        For risk management purposes and to determine the overall level of hedging required, we further reduce the foreign exchange exposure
determined above by the value of our agricultural commodities inventories. Our agricultural commodities inventories, because of their
international pricing in U.S. dollars, provide a natural hedge to our currency exposure.

        Our net currency positions, including currency derivatives, and our market risk, which is the potential loss from an adverse 10% change in
foreign currency exchange rates, are set forth in the following table. In addition, we have provided an analysis of our foreign currency exposure
after reducing the exposure for our agricultural commodities inventories. Actual results may differ from the information set forth below.

(US$ in millions)
March 31,

2007
December 31,

2006

Brazilian Operations (primarily exposure to U.S. dollar):
Net currency short position, from financial instruments, including derivatives $ (2,318) $ (1,750)
Market risk (232) (175)
Agricultural commodities inventories 1,812 1,312
Net currency short position, less agricultural commodities inventories (1) (506) (438)
Market risk (1) $ (51) $ (44)

Argentine Operations (primarily exposure to U.S. dollar):
Net currency short position, from financial instruments, including derivatives $ (204) $ (171)
Market risk (20) (17)
Agricultural commodities inventories 188 175
Net currency (short) long position, less agricultural commodities inventories (16) 4
Market risk $ (2) $ �

European Operations (primarily exposure to U.S. dollar):
Net currency short position, from financial instruments, including derivatives $ (270) $ (388)
Market risk (27) (38)
Agricultural commodities inventories 267 330
Net currency short position, less agricultural commodities inventories (3) (58)
Market risk $ � $ (6)

(1)
The market risk for our Brazilian operations excludes fertilizer inventories of $480 million and $352 million at March 31, 2007 and
December 31, 2006, respectively, which also provide a natural hedge to our currency exposure. Including the fertilizer inventories
reduces the net currency short position, less agricultural commodities inventories at March 31, 2007 and December 31, 2006 to
$26 million and $86 million, respectively.

        We use net investment hedges to offset the translation adjustments arising from remeasuring our investment in the assets, liabilities,
revenues and expenses of our Brazilian subsidiaries. For derivative instruments that are designated and qualify as net investment hedges, we
record the effective portion of the gain or loss on the derivative instrument in accumulated other comprehensive income (loss), a separate
component of shareholders' equity. At March 31, 2007, we have outstanding cross currency swaps with a notional value of $306 million to
hedge our net investment in Brazilian assets. We pay Brazilian reais and receive U.S. dollars using fixed interest rates, offsetting the translation
adjustment of our net investment in Brazilian reais assets. These swaps have maturity dates in 2007 and 2008. At March 31, 2007, the fair value
of these currency swaps was a loss of $18 million, of which $10 million was recorded in other current liabilities and $8 million in other
non-current liabilities, in the consolidated balance sheet and the loss on the net investment hedge included in accumulated other comprehensive
income (loss) was $20 million. These hedges are excluded in the determination of our exposure.
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        In addition, to minimize our risk from exchange fluctuations in connection with anticipated sales in foreign currencies, we have entered into
forward, purchase and zero cost collar contracts that we have designated as cash flow hedges in accordance with SFAS No. 133. Accordingly,
changes in fair values of outstanding cash flow hedge derivatives that are highly effective are recorded in accumulated other comprehensive
income (loss), until net income is affected by the variability of cash flows of the hedged transaction. In most cases, amounts recorded in
accumulated other comprehensive income (loss) will be released to net income some time after the maturity of the related derivative. Results of
hedges related to sales in foreign currencies are recorded in net sales. As of March 31, 2007, approximately $220 million of anticipated foreign
currency denominated sales have been hedged with the underlying derivative contracts settling at various dates through December 2007. At
March 31, 2007, the fair value of contracts expected to settle within the next 12 months, which is recorded in other current assets, approximated
$10 million. The change in the fair value of the contracts designated as cash flow hedges is recorded in accumulated other comprehensive
income (loss) and was approximately $4 million, net of income taxes, as of March 31, 2007. The change in the fair value will be reclassified into
earnings when the anticipated sales occur with approximately $4 million, net of tax, expected to be released to earnings in 2007. The ineffective
portion of these hedges was not material. We assess, both at the inception of the hedge and on an on-going basis, whether the derivatives that are
used in hedge transactions are highly effective in offsetting changes in cash flow hedged items.

Interest Rate Risk

        There was no significant change in our interest rate risk profile in the three months ended March 31, 2007.

Interest Rate Derivatives�We use various derivative instruments to manage interest rate risk associated with outstanding or forecasted fixed
and variable rate debt and debt issuances, including interest rate swaps, options and futures as may be required. We account for the interest rate
swap agreements we enter into as fair value hedges.

        The interest rate swaps used by us as derivative hedging instruments have been recorded at fair value in other liabilities in the consolidated
balance sheets with changes in fair value recorded currently in earnings. Additionally, the carrying amount of the associated debt is adjusted
through earnings for changes in the fair value due to changes in interest rates. Ineffectiveness, as defined in SFAS No. 133, is recognized to the
extent that these two adjustments do not offset. The derivatives we entered into for hedge purposes are assumed to be perfectly effective under
the shortcut method of SFAS No. 133. The differential between the fixed and variable interest amounts to be paid or received on the interest rate
swaps is recorded as an adjustment to interest expense. The interest rate differential on the swaps settles in cash every six months until
expiration.

        In March 2007, we entered into interest rate swap agreements with a notional amount of $250 million maturing in 2017 for the purpose of
managing our interest rate exposure associated with $250 million principal amount of 5.90% senior notes due 2017. Under the terms of the
interest rate swap agreements, we will make payments based on six-month LIBOR and will receive payments based on fixed interest rates.
Bunge has accounted for these interest rate swap agreements as fair value hedges in accordance with SFAS No. 133.

        The following table summarizes our outstanding interest rate swap agreements accounted for as fair value hedges as of March 31, 2007:

Fair Value LossMaturity

(US$ in millions) 2008 2014 2015 2017 Total March 31, 2007

Receive fixed/pay variable notional amount $ 500 $ 500 $ 400 $ 250 $ 1,650 $ (39)
Weighted average variable rate payable (1) 5.90% 6.10% 5.66% 6.14%
Weighted average fixed rate receivable 4.375% 5.35% 5.10% 5.90%

(1)
Interest is payable in arrears based on six-month LIBOR plus a spread.
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        We have recognized approximately $4 million of interest expense in the condensed consolidated statements of income in both the three
months ended March 31, 2007 and 2006, relating to our outstanding interest rate swap agreements.

Item 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures�As of March 31, 2007, we carried out an evaluation, under the supervision and with the participation of
our management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our
disclosure controls and procedures, as that term is defined in Exchange Act Rules 13a-15(e) and 15d-15(e). Based upon that evaluation, our
Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures are effective.

Internal Control Over Financial Reporting�There has been no change in our internal control over financial reporting during the first fiscal
quarter ended March 31, 2007 that has materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.

PART II � OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

        None.

Item 1A. RISK FACTORS

        In addition to the other information set forth in this report, you should carefully consider the factors discussed in "Item 1A. Risk Factors" in
our 2006 Annual Report on Form 10-K, which could materially affect our business, financial condition or future results. There have been no
material changes in our risk factors from those disclosed in our 2006 Annual Report on Form 10-K.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

        None.

Item 3. DEFAULTS UPON SENIOR SECURITIES

        None.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

        None.

Item 5. OTHER INFORMATION

        None.

Item 6. EXHIBITS

        (a)    The exhibits in the accompanying Exhibit Index on page E-1 are filed or furnished as part of this Quarterly Report.
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SIGNATURES

        Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized.

BUNGE LIMITED

Date: May 10, 2007 By: /s/  ANDREW J. BURKE      

Andrew J. Burke
Chief Financial Officer

/s/  T.K. CHOPRA      

T.K. Chopra
Controller and Principal Accounting Officer
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EXHIBIT INDEX

10.1 Separation Agreement and Release of Claims for William M. Wells (incorporated by reference from the Registrant's Form 8-K filed
on March 2, 2007)

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as amended,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as amended,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.
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