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Revenues & EBITDA ($M)

Lear vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $7.1B

Revenue:  22.2B

UFCF:  $835M

EV/EBITDA:  7.2x

P/E:  11.3x
 
Upcoming Earnings Date: 10/24/2025

Rating:  BUY

Current Price:  $93.06

Price Target / Upside  $107.76 / 15.79%

52-Week Price High / Low: $119.10 / $73.85

Shares O/S:  58M

Lear Corporation (NYSE:LEA)
Executive Summary
Resilient supplier positioned to grow with the future of mobility

• Lear Corporation (NYSE: LEA) is rated BUY with a 12-month price target of $107.76, implying a 
modest +15.79% upside from the current share price of $93.06. While the near-term valuation 
upside appears limited, Lear’s durable positioning in the automotive supply chain makes it a 
compelling long-term investment. The company operates a vertically integrated, capital-efficient 
manufacturing model, supplying mission-critical seating systems and electrical architectures to a 
diversified set of global OEMs. Lear’s value proposition is rooted in its ability to deliver scale, 
engineering quality and operational reliability across North America, Europe and Asia.

• Its Seating division anchors revenue stability and the E-Systems segment provides secular 
growth exposure through increasing EV content. Despite macro headwinds, the company 
maintains a healthy balance sheet, solid free cash flow and disciplined capital deployment — 
supporting both reinvestment and shareholder returns.

• Lear remains exposed to a few critical risks: production volume swings due to macroeconomic 
uncertainty, persistent labor inflation in mature markets and input cost volatility. Despite these 
risks, Lear’s fundamental strengths — operational scale, customer stickiness and increasing 
EV-aligned revenue — justify a favorable long-term view.

• This report focuses on Lear because it combines industrial simplicity with global scale and 
secular exposure. Unlike many niche EV players or structurally challenged suppliers, Lear 
operates with its simple business model, stable end markets and it benefits from clear industry 
tailwinds without relying on speculative technologies. For investors seeking consistent cash 
flow, Lear Corporation stands out as a quality compounder trading at a reasonable price.

Consumer Discretionary Group | Jashith Sachdeva | Lear Corporation

15.79% CAGR 

Lear Revenue by Segment 

Business Overview
Global supplier with vertically integrated operations

• Lear operates through two primary business segments: Seating and E-Systems. The Seating 
division, contributing approximately 75% of total revenue, offers complete seat systems, 
including foam, trim and structure components, to original equipment manufacturers (OEMs) 
such as General Motors, Ford, BMW and Stellantis. This segment benefits from scale 
efficiencies, automation and high barriers to entry due to complex engineering requirements and 
safety standards.

• The E-Systems segment focuses on vehicle electrification, producing electrical distribution 
systems, power management modules and embedded software for smart architecture and 
autonomous features. This division is strategically relevant as global OEMs accelerate EV 
programs, increasing demand for high-voltage architectures and wire harnessing solutions. With 
manufacturing operations in over 35 countries and a vertically integrated supply chain, Lear is 
well-positioned to support platform launches across North America, Europe and Asia. Lean 
operations and a focus on quality engineering continue to drive competitive differentiation.

• Lear designs, develops, engineers, manufactures, assembles and supplies automotive seating 
and electrical distribution systems for OEMs worldwide. The Seating segment includes seat 
systems, trim covers, foams, mechanisms, headrests and leather/fabric materials for various 
vehicle types including light trucks, compact cars and SUVs.

• The E-Systems segment provides wiring harnesses, terminals, connectors, junction boxes and 
high-voltage power systems. It also develops software platforms like Xevo Market, cybersecurity 
systems and connectivity protocols for cloud, vehicle and mobile integration. Products and 
services are offered under multiple brands including GUILFORD, EAGLE OTTAWA, XEVO and 
LEAR CONNEXUS. Headquartered in Southfield, Michigan, Lear was founded in 1917 and 
serves markets in North America, Europe, Africa, Asia and South America.

Competitive Landscape
Strong OEM ties and strategic differentiation

• Lear competes with leading Tier-1 auto suppliers including Adient, Faurecia (FORVIA) and 
Magna International. While Adient holds scale in seating, Lear surpasses in customer 
diversification and vertical integration. In E-Systems, competition includes Aptiv and Yazaki, 
though Lear differentiates itself with bundled systems and embedded software. Key advantages 
include:

- Deep integration with major OEM platforms, supporting multi-decade relationships

- Global manufacturing scale with flexible cost structures

- Technological expertise in EV and ADAS-ready electrical architecture

- Strong history of free cash flow generation and shareholder returns
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Stock Chart
Use Charting tab in Finance Data Software, 
i.e. Bloomberg, CapIQ, FactSet, 
NetAdvantage,

Download Excel Data for 3 years (Performance 
post COVID), compared to the S&P500 in the 
same time period.

With Excel data create line chart and format it, 
removing all gridlines and borders, axis, 
everything but the lines.

It should look like this.

1. Dollar amounts should be represented as 
K, M, or B

2. There should be periods at the end of 
every sentence in the overall body

3. There should be no oxford Commas, 
Correct ex: One, two and three

4. $ in front of every number that is in the 
right side of page

5. Lowercase x after every multiple figure

Bar Charts

1. One Bar chart has to have some form of 
economic information / statistic that 
justifies an investment in the industry.  Ex. 
Per Capita Consumption of Eggs, overall 
coffee production, total flight miles 
traveled US, total value of nuclear energy 
business.

2. One Bar chart has to be specific relevant 
financial figures for your business in the 
most recent year and your forecasted next 
5 years.

1. Have a way to understand the 
data without using a legend, i.e. 
Revenues has a grey font color 
and EBITDA has purple to match 
the bar chart colors.

2. All you have to do is edit the data 
in the lowest bar chart to 
whatever your companies 
information is as to not mess with 
the template

3. Dates should be formatted with 
past years being 2024A and 
future/forecasted years “2025E”

3. Include CAGR, as shown
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Revenues & EBITDA ($K)

WING vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $7.48 B

Revenue:  $826,866 K

UFCF:  $155,318.4 K

EV/EBITDA:  31.5x

P/E:  82.07x
 
Upcoming Earnings Date: 07/30/2025

Rating:  SELL

Current Price:  $290.30

Price Target / Downside $194.11 / (33.1%)

52-Week Price High / Low: $204.00 / $433.86

Shares O/S:  27,902.9 M

WING – 3Y – 130%

S&P-500 – 3Y – 54%

Consumer Discretionary Coverage Group | Mason Engelsberg | Wingstop Inc.

34% CAGR 

Average Discount on Chicken Orders

Wingstop Inc. (NASDAQ:WING)

• We initiate coverage of Wingstop with a Sell rating and a $194.11 price target, implying 33.1 
percent downside from the $290.30 share price as of July 29, 2025. Our valuation reflects a 
scenario-weighted approach incorporating base, upside and downside cases, all of which 
suggest Wingstop is overvalued relative to near-term fundamentals.

• Wingstop’s core growth driver, same-store sales, is losing momentum. After a strong run in prior 
quarters, foot traffic has slowed, and new customer growth has stalled. Industry data and 
management commentary point to underwhelming comps this quarter, and full-year guidance 
implies a sharp deceleration compared to historical performance.

• Recent promotions, including the “20 for $20” offer, have boosted traffic but diluted check size 
and likely margin. This strategy risks training consumers to wait for deals, which undermines 
pricing power. At the same time, burger chains are increasing their focus on chicken as beef 
prices rise, adding further pressure in Wingstop’s core category.

• The Smart Kitchen platform is a long-term initiative aimed at improving labor and service 
efficiency, but it remains in the early stages with limited measurable impact. With fewer than half 
of locations onboarded and no clear lift to sales factored into consensus, execution risk remains 
high.

• Store expansion continues at a healthy pace, although much of the growth is coming from 
refranchising and international markets. These formats typically offer less margin visibility and 
introduce more variability. On its own, unit growth is unlikely to offset soft comps and near-term 
operating challenges.

• Despite these issues, Wingstop trades at a substantial premium to peers and to its own 
historical multiples. The valuation reflects expectations for continued growth and margin 
expansion that appear increasingly difficult to achieve. We believe the stock’s risk-reward profile 
is skewed to the downside.

Executive Summary
Overvalued Amid Slowing Growth

Business Overview
Scaled, Franchise-Led Wing Concept

• Wingstop operates a highly franchised, asset-light Quick Service Restaurant (QSR) model 
focused on chicken wings and digital-forward ordering. Founded in 1994 and headquartered in 
Dallas, the company earns most of its revenue through royalty and franchise fees, with over 98 
percent of restaurants operated by franchisees as of year-end 2024. This structure supports a 
capital-light, high-margin profile.

• The brand’s menu centers on cooked-to-order wings, tenders and fries with strong consumer 
loyalty driven by its wide range of sauces. Transactions are primarily off-premise, with digital 
ordering accounting for more than 65 percent of sales.

• Unit growth is a core pillar of Wingstop’s strategy. The chain ended 2024 with over 2,250 
restaurants globally and is targeting 16 to 17 percent unit expansion in 2025. While the U.S. 
remains the largest market, international development and refranchising are playing a growing 
role.

• Wingstop’s investment in proprietary tech and Smart Kitchen systems is intended to enhance 
labor efficiency and order throughput across its franchise base, supporting scale-driven margin 
benefits over time.

Competitive Landscape
Crowded Chicken and Value Focused QSR Market

• Wingstop faces growing competition in an increasingly crowded QSR chicken segment. Larger 
national players, including burger chains, are expanding into chicken to mitigate beef inflation, 
which has led to heavier discounting and reduced pricing flexibility across the category.

• Fast-casual rivals like Dave’s Hot Chicken, Buffalo Wild Wings GO and Atomic Wings are 
scaling quickly and targeting similar customer demographics and trade areas. These brands 
compete on flavor innovation, convenience and franchise economics, putting pressure on 
Wingstop’s market share and development pipeline.

• Wingstop has historically differentiated through its digital-first ordering model, streamlined 
operations, and strong brand affinity. However, the gap is narrowing as more QSR peers invest 
in similar capabilities. Increased promotional activity and the rise of alternative chicken formats 
further challenge Wingstop’s positioning.

• While the brand remains well-known, its competitive moat is under pressure from both legacy 
chains and newer concepts capitalizing on similar growth themes.
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Stock Chart
Use Charting tab in Finance Data Software, 
i.e. Bloomberg, CapIQ, FactSet, 
NetAdvantage,

Download Excel Data for 3 years (Performance 
post COVID), compared to the S&P500 in the 
same time period.

With Excel data create line chart and format it, 
removing all gridlines and borders, axis, 
everything but the lines.

It should look like this.

1. Dollar amounts should be represented as 
K, M, or B

2. There should be periods at the end of 
every sentence in the overall body

3. There should be no oxford Commas, 
Correct ex: One, two and three

4. $ in front of every number that is in the 
right side of page

5. Lowercase x after every multiple figure

Bar Charts

1. One Bar chart has to have some form of 
economic information / statistic that 
justifies an investment in the industry.  Ex. 
Per Capita Consumption of Eggs, overall 
coffee production, total flight miles 
traveled US, total value of nuclear energy 
business.

2. One Bar chart has to be specific relevant 
financial figures for your business in the 
most recent year and your forecasted next 
5 years.

1. Have a way to understand the 
data without using a legend, i.e. 
Revenues has a grey font color 
and EBITDA has purple to match 
the bar chart colors.

2. All you have to do is edit the data 
in the lowest bar chart to 
whatever your companies 
information is as to not mess with 
the template

3. Dates should be formatted with 
past years being 2024A and 
future/forecasted years “2025E”

3. Include CAGR, as shown

Revenues & EBITDA ($B)

Ticker vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $443.65B

Revenue:  1.09x

UFCF:  $16.33B

EV/EBITDA:  16.7x

P/E:  26.15x
 
Upcoming Earnings Date: 08/19/2025

Rating:  HOLD

Current Price:  $386.17

Price Target / Upside  $359.03 / -7.03

52-Week Price High / Low: $326.31 / $439.37

Shares O/S:  994.9M

The Home Depot (NYSE:HD)

Executive Summary
Short-term headwinds 

• Home Depot, the largest home improvement specialty retailer in the U.S., is rated a “Hold” due 
to muted short-term growth prospects stemming from high interest rates, soft consumer 
sentiment, and tariff risks. Elevated mortgage rates and rising home prices are limiting new 
construction and home sales, with demand shifting toward smaller-scale improvements rather 
than large renovation projects. Additionally, immigration crackdowns leave the construction 
sector vulnerable to potential labor shortages, with 22%, potentially impacting Home Depot’s key 
Pro customer segment. 

• Despite these headwinds, Home Depot’s strong fundamentals support its long-term investment 
appeal. The company maintains a dominant market share in the home improvement sector, 
outpacing its closest competitor, Lowe’s. Strategic acquisitions, such as SRS Distribution and 
GMS, have strengthened its position in the high-value Pro customer segment. Home Depot’s 
diversified supply chain leaves it relatively insulated from tariff risk, with over 50% of its products 
sourced domestically. 

• The company’s strong cash position, low cost of capital, and 2.24% dividend yield underscore 
its ability to deliver stable, long-term returns. The DCF valuation implies a fair value of $359.03 
per share, representing a 7.03% downside from current levels, supporting the “Hold” rating. 
While short-term growth catalysts are limited, Home Depot remains a fundamentally strong, 
income-generating investment well-positioned for sustained performance once macroeconomic 
conditions improve.

Consumer Discretionary Coverage Group | Sofya Kozhukhova | The Home Depot 

Homeowner Improvements and Repairs

(Leading Indicator of Remodeling 
Activity)

Business Overview
Sub header brief sentence

• Home Depot is a home improvement specialty retailer. The company targets the do-it-yourself 
(DIY) and professional markets with its selection of up to 40,000 items, including building 
materials, hardware, appliances, millwork and indoor and outdoor garden products. HD also 
markets home improvement installation services and tool and equipment rentals. It conducts e-
commerce operations through its websites and apps. 

• Home Depot operates 2,345 stores in the Us (90% of revenue) and 320 stores in Canada and 
Mexico. Its 3 main product lines are Building Materials (35% of revenue), Decor (35% of 
revenue), and Hardlines (around 30%). Each Home Depot store stocks around 40,000 items of 
both national brand products and proprietary products. 95% of its revenues are attributed to 
products, while services such as installations and rentals contribute 5%.

• Recently, Home Depot’s strategy has been centered on growing its pro customer base and 
online engagement. As the spike in pandemic-era DIY clients has largely subsided due to 
inflation and economic uncertainty, Home Depot has shifted its focus to the pro market. Pro 
customers, or professional contractors, are high-value clients because they are more likely to 
make large repeat purchases. In Q1 2025, pro purchases outpaced DIY purchases. The Home 
Depot Pro Xtra loyalty program includes exclusive benefits for professional contractors. 

• Despite economic uncertainty and rising prices, home improvement spending has increased 
slightly in Q2 2025. Prices do not yet reflect the results of ongoing trade tensions, instead 
adjusting to lower labor costs. Elevated mortgage rates and rising home prices are slowing 
home construction and sales, so consumers opt to spend on home improvement of existing 
living spaces instead. However, uncertainty around pricing has led many to defer discretionary 
remodeling spending. 

Competitive Landscape
Sub header brief sentence

• Home Depot faces competition from both retail giant such as Walmart and Amazon as well as 
other home improvement stores like Ace Hardware and Lowe’s. 

• Lowe’s (NYSE: LOW), Home Depot’s largest competitor, currently holds a market share of 12% 
within the home improvement market, while Home Depot holds 17%. With a total of 1,750 stores 
and FY2024 revenue of $83.2 billion compared to Home Depot’s $163 billion, Home Depot 
maintains the dominant position. Lowe’s revenues are expected to increase 0.8% year-over-year 
in 2025, compared to Home Depot’s stronger 2.8% growth projection. Although Lowe’s has been 
making efforts to penetrate the Pro market, it continues to appeal largely to DIY consumers. 
Lowe’s currently trades at a P/E multiple of 20.08 compared to Home Depot’s 26.24. While 
Lowe’s trades at a lower P/E, Home Depot justifies its premium with a higher dividend yield of 
2.24% and consistent five-year growth of 9.73%, versus Lowe’s 2.0% yield and 16.15% growth.

4% CAGR 

2.96% CAGR 
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Stock Chart
Use Charting tab in Finance Data Software, 
i.e. Bloomberg, CapIQ, FactSet, 
NetAdvantage,

Download Excel Data for 3 years (Performance 
post COVID), compared to the S&P500 in the 
same time period.

With Excel data create line chart and format it, 
removing all gridlines and borders, axis, 
everything but the lines.

It should look like this.

1. Dollar amounts should be represented as 
K, M, or B

2. There should be periods at the end of 
every sentence in the overall body

3. There should be no oxford Commas, 
Correct ex: One, two and three

4. $ in front of every number that is in the 
right side of page

5. Lowercase x after every multiple figure

Bar Charts

1. One Bar chart has to have some form of 
economic information / statistic that 
justifies an investment in the industry.  Ex. 
Per Capita Consumption of Eggs, overall 
coffee production, total flight miles 
traveled US, total value of nuclear energy 
business.

2. One Bar chart has to be specific relevant 
financial figures for your business in the 
most recent year and your forecasted next 
5 years.

1. Have a way to understand the 
data without using a legend, i.e. 
Revenues has a grey font color 
and EBITDA has purple to match 
the bar chart colors.

2. All you have to do is edit the data 
in the lowest bar chart to 
whatever your companies 
information is as to not mess with 
the template

3. Dates should be formatted with 
past years being 2024A and 
future/forecasted years “2025E”

3. Include CAGR, as shown

Consumer Discretionary Coverage Group | Sofya Kozhukhova| The Home Depot

• Competitors like Amazon and Walmart offer a broader selection of appliances at steep 
discounts, but Home Depot maintains a strong advantage in large appliance sales, bolstered by 
access to high-end brands. The company incentivizes big-ticket purchases through its Home 
Depot credit card, which offers substantial savings such as 15 months of interest-free financing 
on major appliance purchases over $299. While Amazon Prime provides 1-2-day delivery, Home 
Depot offers the added convenience of in-store  pickup for bulky items. This is a significant 
advantage given that 78% of the U.S. population lives within 10 miles of a Home Depot store. 
This highlights the critical role Home Depot’s professional customers play in remaining 
competitive in the retail landscape. 

• To differentiate itself in a highly competitive market, Home Depot has focused its strategy on 
growing its Pro customer base and enhancing its online shopping experience. On March 6, 
2025, Home Depot rolled out Apron, a generative AI tool made to enhance the online shopping 
experience by answering customer questions in real-time. Strategic acquisitions of companies 
like SRS have allowed HD to capture a wider pro market share, with the acquisition adding 
thousands of accounts to the Home Depot Core Pro credit program. The recent acquisition of 
GMS, a specialty building products distributor, could lead to further growth within the pro market. 

Valuation Summary
Sub header brief sentence

• The discounted cash flow model approach determined an implied price per share of $359.03 with 
a downside of 7.03%. This warrants a “hold” rating. The valuation included a best case, base 
case, and weak case scenarios as well as a sensitivity analysis for the WACC and terminal 
growth rate. 

• Home Depot’s revenue grew 4.5% in FY2024, driven by its acquisition of SRS Distribution, a 
leading residential specialty trade distribution company. SRS, acquired for $18.25B, 
complemented The Home Depot's capabil ities to serve the residential professional consumer 
with the roofing and landscaping segments. In 2023, however, sales declined 3% as consumers 
adjusted to higher borrowing costs caused by inflation and rising interest rates. 

• Because top-line growth is heavily driven by economic conditions, a 3% YoY revenues increase 
beyond FY2026 was projected. Home Depot is unlikely to see the post-pandemic-level sales 
growth of 10% or above anytime soon given declining home sales and the Fed’s cautious 
approach to cutting rates. Despite sales declines, Home Depot’s gross margin and SG&A as a 
percentage of sales have remained essentially flat at 33% and 18% and were projected as such.  

• The model used a WACC of 6.5%, a Beta of 1, risk free rate of 4.4 and cost of debt of 4.4%. A 
terminal growth rate of 2% was used due to the company’s tendency to grow in line with GDP. 

Sources: Morningstar, YahooFinance, Bloomberg

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 
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Stock Chart
Use Charting tab in Finance Data Software, 
i.e. Bloomberg, CapIQ, FactSet, 
NetAdvantage,

Download Excel Data for 3 years (Performance 
post COVID), compared to the S&P500 in the 
same time period.

With Excel data create line chart and format it, 
removing all gridlines and borders, axis, 
everything but the lines.

It should look like this.

1. Dollar amounts should be represented as 
K, M, or B

2. There should be periods at the end of 
every sentence in the overall body

3. There should be no oxford Commas, 
Correct ex: One, two and three

4. $ in front of every number that is in the 
right side of page

5. Lowercase x after every multiple figure

Bar Charts

1. One Bar chart has to have some form of 
economic information / statistic that 
justifies an investment in the industry.  Ex. 
Per Capita Consumption of Eggs, overall 
coffee production, total flight miles 
traveled US, total value of nuclear energy 
business.

2. One Bar chart has to be specific relevant 
financial figures for your business in the 
most recent year and your forecasted next 
5 years.

1. Have a way to understand the 
data without using a legend, i.e. 
Revenues has a grey font color 
and EBITDA has purple to match 
the bar chart colors.

2. All you have to do is edit the data 
in the lowest bar chart to 
whatever your companies 
information is as to not mess with 
the template

3. Dates should be formatted with 
past years being 2024A and 
future/forecasted years “2025E”

3. Include CAGR, as shown
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Revenues & EBITDA ($M)

Ticker vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $23.2B

Revenue:  2.30x

UFCF:  $1.8B

EV/EBITDA:  3.40x

P/E:  20.60x
 
Upcoming Earnings Date: 09/29/2025

Rating:  BUY

Current Price:  $55.73

Price Target / Upside  $61.50 / 10.5%

52-Week Price High / Low: $82.68 / $39.82

Shares O/S:  206.3M

Jefferies Financial Group (NYSE:JEF)

Executive Summary
  Jefferies positioned for a valuation re-rating as growth resilience 

▪ Jefferies Financial Group Inc. operates as a standalone U.S.-based full-service 
investment bank and leverages its independence and diversified platform to 
navigate complex global markets while delivering comprehensive financial 
solutions to corporate, governmental, sponsor-backed, and institutional clients

▪ Jefferies Financial Group Inc. operates as a standalone U.S.-based full-service 
investment bank and leverages its independence and diversified platform to 
navigate complex global markets while delivering comprehensive financial 
solutions to corporate, governmental, sponsor-backed, and institutional clients

▪ Our model forecasts revenue growth to $14.3 billion and EBITDA expansion to 
$1.82 billion in FY2025, supported by a rebound in global M&A, stronger fixed 
income performance, and continued growth in alternative asset management

▪ Jefferies currently trades at 3.4x 2026E EV/EBITDA and 0.9x forward book 
value, offering significant valuation upside compared to peers and justifying our 
DCF-derived price target of $61.50, which implies a 10.4% return and supports 
our Strong Buy rating

FIG Coverage Group | Yassin Tolba | Jefferies Financial Group 

21% CAGR 

Finance & Insurance Gross Output ($B)

Business Overview
Jefferies combines global advisory scale with trading and asset 
management depth

▪ Jefferies operates across three core segments: investment banking, capital 
markets, and asset management, which together position the firm for multiple 
revenue streams and a diversified earnings base

▪ The investment banking division remains the firm’s largest contributor, offering 
M&A advisory, debt and equity underwriting, and restructuring services across 
sectors including healthcare, financial institutions, energy, TMT, and consumer

▪ Capital markets activity, particularly in fixed income and equity trading, has 
strengthened client retention through high-touch block trading, market-making, and 
structured product execution for institutional clients navigating turbulent conditions

▪ The firm’s asset management capabilities are expanding under the Leucadia 
Asset Management umbrella and include co-investments, direct lending platforms, 
and bespoke alternative strategies aligned with rising demand for private capital

▪ With over 40 global offices in financial hubs including New York, London, 
Frankfurt, Hong Kong, Tokyo, and Dubai, Jefferies has cemented its role in cross-
border advisory while preserving a lean and decentralized management structure 
that empowers top talent and drives value creation

Competitive Landscape
Jefferies disrupts both bulge brackets and boutiques through agility and 
product breadth

▪ Jefferies continues to differentiate itself by remaining the only standalone full-
service investment bank in the U.S. market, allowing for nimble decision-making 
and customized client solutions without the regulatory burden of a bank holding 
company

▪ In 2025 Q1, Finance and insurance nominal gross output increased to $4,155.4 
billion. Real gross output, adjusted for changes in price, increased by 2%

▪ In M&A and equity capital markets, Jefferies is gaining share against larger 
peers such as Goldman Sachs and Morgan Stanley due to its ability to 
underwrite and advise on mid-cap and sponsor-driven deals with faster execution 
and stronger alignment
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the bar chart colors.
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in the lowest bar chart to 
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information is as to not mess with 
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future/forecasted years “2025E”
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FIG Coverage Group | Yassin Tolba | Jefferies Financial Group

Call out to important 
information said in one of 

these paragraphs

▪ Relative to elite boutiques such as Evercore and Moelis, Jefferies provides a broader 
product suite including trading, lending, and structured solutions, which allows it to 
capture a greater portion of wallet share across complex transactions

▪ International expansion remains a key differentiator, as Jefferies increases its 
footprint across Europe and Asia, competing more directly with global banks on 
cross-border mandates and capital markets distribution

▪ The firm’s ability to retain and attract senior talent through an entrepreneurial culture, 
equity participation, and front-line autonomy continues to sustain its competitive edge 
in an increasingly consolidated advisory landscape

Valuation Summary
Discounted multiples and strong cash flow support compelling upside 
potential

▪ Our DCF model uses a 9.3 percent discount rate and 3 percent perpetual growth 
rate, with a terminal value based on both a 3.4x EV/EBITDA exit multiple and a 
perpetual cash flow methodology, resulting in a blended enterprise value of $39.5 
billion

▪ After adjusting for $7.0 billion in debt and $1.13 billion in cash, the implied equity 
value is $33.7 billion or $61.23 per share, compared to the current market price of 
$55.73 per share, implying a 10 percent upside

▪ Implied internal rate of return (IRR) over the holding period is 11 percent, 
underpinned by consistent unlevered free cash flow generation totaling $22.6 billion 
across the forecast horizon.

▪ Our forecast projects annual cash flows of $8.7 billion in 2026 and a five-year 
average of $4.0 billion, driven by EBITDA growth, moderate CapEx, and disciplined 
working capital deployment

▪ The stock’s current EV/EBITDA multiple remains meaningfully below peers, 
suggesting re-rating potential if management continues executing on cost control, 
merchant banking divestitures, and international expansion

Sources: Bloomberg, YahooFinance, S&P Capital IQ, Reuters, WSJ, Market Watch, FinWiz

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 
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Revenues & EBITDA ($M)

GDRX vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $2.28B

Revenue:  2.49x

UFCF:  $149M

EV/EBITDA:  11.8x

P/E:  64.47x
 
Upcoming Earnings Date: 08/06/2025

Rating:  BUY

Current Price:  $4.53

Price Target / Upside  $6.05 / 33.55%

52-Week Price High / Low: $3.67 / $9.16

Shares O/S:  377.4M

GDRX – 3Y – (41%)

S&P-500 – 3Y – 51%

GoodRx Holdings. Inc. (NYSE:GDRX)

Executive Summary
A Solution for Consumer Pharma Affordability

• GoodRx is an American healthcare company that offers digital information and tools that enable 
consumers to compare prices and save on their prescription purchases. GoodRx has extremely 
low cost of revenue, which allows them to focus more on growth, positioning themselves well 
for the future. Sales and marketing typically accounts for the majority of its expenses, which 
reflects a deliberate growth-centric strategy that focuses on maintaining a strong brand and 
acquiring a solid customer base. Without the burden of keeping up high costs with increasing 
revenue, GoodRx can redirect capital to gaining more market share. Our valuation reflects a 
scenario-weighted approach incorporating base, upside and downside cases dependent of the 
result of various assumptions.

• Consumers in healthcare are becoming increasingly well-informed and cost-conscious. GoodRx 
rises to this trend by offering a comprehensive platform that enables consumers to browse a 
wide range of offerings, find what best fits their needs and receive a high discount while doing 
so. For the American who is looking to be more conscious about their pharmaceutical spending 
and usage, GoodRx offers an ideal solution. 

• While growth has moderated since pandemic highs, recent quarters have shown reacceleration 
in revenue and improving profitability metrics, suggesting the company is stabil izing post-
disruption. GoodRx’s hybrid consumer-enterprise model, high customer retention rates and 
expanding integration with payers and pharmacy benefit managers could support stock growth 
in a healthcare environment increasingly focused on affordabil ity and access. 

Healthcare Coverage Group | Elias Aquel-Lacayo | GoodRx Holdings, Inc.

38% CAGR 

43% CAGR 

US Pharmaceutical Market (USD billion)

Business Overview
Hybrid Business Model Focused on Growth

• GoodRx is a healthcare technology company that provides consumers with tools via their app 
and website to compare prescription drug prices and access discounts across tens of thousands 
of US pharmacies, aiming to improve affordabil ity and transparency in healthcare.  

• The company mainly generates most of its revenue through prescription transaction fees (also 
known as script acquisition fees) from pharmacy benefit managers (PBMs). It also generates 
revenue from its paid subscription service, GoodRx Gold, where consumers gain access to 
discounted telehealth services, heightened discounts and free mail delivery. The third stream of 
revenue is pharma manufacturer solutions, where GoodRx uses its platform and attractive 
discounts to connect manufacturers with customers. Their overall business model is to align 
savings for consumers with monetization from pharmaceutical partners. Consumers who use 
GoodRx save an average of 84% when comparing to retail prices.

• With a strong footprint in retail pharmacies, growing B2B partnerships and an expanding digital 
health portfolio, GoodRx aims to position itself as a leading consumer-driven healthcare 
platform in an increasingly cost-conscious and fragmented U.S. healthcare environment. 
Despite external healthcare environment fluctuations, GoodRx cements itself as being a tool for 
consumers to save big on their pharmaceuticals.

• GoodRx operates with a high gross margin profile, staying consistently above 90% gross margin 
in recent years. This low cost of revenue allows them to spend income in other places. Sales 
and marketing remains its largest expense category, consistently comprising a significant 
portion of operating costs as the company invests heavily in growth and reaching new 
customers. 

Competitive Landscape
Crowded space, yet GoodRx Brand Stands Out Well

• GoodRx competes with legacy PBMs and their direct-to-consumer discount programs, such as 
OptumPerks (UnitedHealth), ScriptSave WellRx (MedImpact) and Inside Rx (Express 
Scripts/Cigna). These platforms benefit from vertically integrated relationships and may offer 
deeper discounts or automatic price application for insured users. However, GoodRx 
differentiates itself with broad pharmacy access, consumer-first branding and the ability to serve 
uninsured or underinsured customers. 

• Major retail pharmacies and tech firms have launched their own prescription savings programs 
(e.g., Amazon Pharmacy, Walmart Rx Program, CVS CarePass) that offer competitive 
especially for generics. While these players have distribution scale and pricing leverage, their 
programs are usually limited to in-house networks or private-label products. GoodRx maintains 
its advantage here because of the way it has cross-pharmacy comparison, giving users the 
option to find the best option across multiple retailers. 
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Healthcare Coverage Group |  Elias Aquel-Lacayo | GoodRx Holdings, Inc.

GoodRx stands out from their 
competition with the breadth 
of pharmaceutical offerings it 
presents paired with its 
established relationships with 
customers.

• Despite a competitive space, GoodRx benefits from strong brand recognition, SEO dominance 
and deep relationships and trust with customers that are supported by its long-standing 
partnerships with PBMs and pharmacy chains around the US. Its mobile app ranks among the 
top health apps by downloads and it holds a first-mover advantage in price transparency tools 
for prescriptions. GoodRx’s strong, reputable and well-known brand paired with its developed 
relationships with pharmacies and consumers create significant barriers to entry for newer or 
smaller companies. 

Valuation Summary
Intrinsic Valuation Analysis

• We employed a discounted cash flow (DCF) analysis to derive an intrinsic valuation for GoodRx, 
using financial forecasts that were in line with management projections in addition to reasonable 
assumptions driven from key growth points, Our model incorporates historical performance from 
2022 to 2024 and projects unlevered free cash flows through 2029. Revenue is projected to grow 
at a compound annual growth rate (CAGR) of approximately 6.4% over the forecast period. EBIT 
and EBITDA margins are predicted to grow slightly with the assumption of increased revenue 
coupled with steady margin associated with sales and marketing expense. Unlevered free cash 
flow is expected to grow from $121 mill ion to $175 mill ion. 

• To calculate terminal value, we applied the Perpetuity Growth Method while assuming a growth 
rate of 1.65% and a weighted average cost of capital (WACC) of 8.7%. These inputs take into 
account risk associated with macroeconomic factors along with GoodRx’s strong position and 
influence in the growing US pharmaceuticals industry. 

• Downside case valuation scenario: Less Americans caring about pharma purchase details and 
affordabil ity, and failure of sales and marketing spend to obtain more customers, resulting in 
revenue stagnation or loss that loses investor confidence.  

• Base case valuation scenario: The continuation of the trend of Americans being conscious of 
their healthcare purchases and success of sales and marketing spend to obtain new customers 
paired with steady revenue growth.

• Upside case valuation scenario: Increase in Americans caring about pharma purchase details 
and affordabil ity. Successful sales and marketing spend securing customers and revenue 
growth.

• Our valuation comes out to an estimation of $6.05 per share, with our downside case being 
$5.45 and our upside case being $6.66. This price reflects a reasonable target that is in line with 
analyst estimates and reflects GoodRx’s growth potential within the pharmaceuticals industry.

Sources: FactSet, Yahoo Finance, GoodRx Investor Relations, Bloomberg

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

GoodRx is positioned well for 
growth due to their strong 
focus on expanding to new 
customers and the value that 
its product will bring in the 
current consumer 
environment.

Operating Model

2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

Revenue $767 $750 $792 $845 $900 $960 $1,023 $1,091 
% Growth -2% 6% 7% 7% 7% 7% 7%

EBITDA 56 81 135 118 135 156 178 203 
% Margin 7% 11% 17% 14% 15% 16% 17% 19%

EBIT 2 (27) 66 44 56 71 88 107 
% Margin 0% -4% 8% 5% 6% 7% 9% 10%

NOPAT (8) 20 51 31 39 50 62 75 

Depreciation and Amortization 54 108 70 74 79 84 90 96
Deferred Income Taxes (0) (66) (12) 30 - - - - 
Stock-based compensation 120 105 99 108 108 108 108 108 
Other 26 22 9 - - - - - 
Funds From Operation 192 189 216 243 226 242 259 279 

Receivables 1 (26) (2) (10) (10) (11) (12) (12)
Prepaid Expenses (14) (32) 6 (4) (5) (5) (5) (6)
Accounts  Payable (1) 17 (21) 1 1 1 1 1 
Accrued Expenses (5) 21 26 7 7 7 8 8 
Operating Lease Liabilit ies (4) (3) (5) - 4 0 0 0 
Other Assets/Liabilities 2 1 (1) - - - - - 
Change in Working Capital (20) (22) 2 (6) (3) (7) (7) (8)

Capital Expenditures (51) (55) (69) (74) (79) (84) (89) (95)
(Capitalized Software)

Unlevered Free Cash Flow $121 $112 $149 $163 $145 $151 $163 $175 
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Revenues & EBITDA ($M)

ZTS vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $89.737B

Revenue:  7.54x

UFCF:  $100M

EV/EBITDA:  18.18x

P/E:  26.72x
 
Upcoming Earnings Date: 08/05/2025

Rating:  BUY

Current Price:  $145.79

Price Target / Upside  $189.49 / 29.97%

52-Week Price High / Low: $200.33 / $139.70

Shares O/S:  448.5M

ZTS – 3Y – (16%)

S&P-500 – 3Y – 51%

Zoetis Inc. (NYSE:ZTS)

Executive Summary
Zoetis: Leading Animal Health with Sustainable Growth

• Given its leadership position, resilient end-markets and strong cash generation, Zoetis trades at 
a premium valuation relative to peers, which we believe is justified. The stock offers investors a 
combination of defensive growth, high-margin expansion and shareholder returns, making it a 
compelling addition to long-term portfolios.

• The global animal health industry is projected to grow at a ~6% CAGR from 2023 to 2030, 
supported by increasing pet ownership trends, the rise of premium veterinary care and 
continued global protein consumption trends. 

• Our valuation reflects a scenario-weighted approach incorporating base, upside, and downside 
cases dependent on the result on the result of certain assumptions such as those listed above.

• Zoetis Inc. (NYSE: ZTS) is the global leader in animal health, offering medicines, vaccines, 
diagnostics, and digital solutions for both companion animals and livestock. Zoetis’ robust 
pipeline, which includes monoclonal antibodies Librela and Solensia in addition to an expanding 
diagnostics portfolio provide significant long-term growth opportunities. The company’s scale, 
brand strength and R&D capabilities create high barriers to entry, ensuring dominant 
competitive advantage.

Healthcare Coverage Group | Anton Srdanovic & Elias Aquel-Lacayo | Zoetis Inc.

32% CAGR 

6% CAGR 

Animal Health Industry Size (In $B)

Business Overview
Diversified Animal Health Platform with Recurring Revenue Model

• Zoetis’ business model revolves around developing, manufacturing and distributing products 
that prevent, diagnose and treat animal diseases globally. Its integrated structure spans the 
entire value chain, from R&D through commercialization, supported by a direct-to-veterinarian 
sales strategy that fosters strong brand loyalty and consistent revenue streams.

• The company operates across two primary segments: Companion Animals and Livestock. 
Companion Animal products, which accounted for 68% of total revenue in 2024, include 
dermatology treatments, parasiticides, vaccines and emerging monoclonal antibody therapies. 
Growth in this segment is driven by rising pet ownership, the humanization of pets and the 
increasing adoption of pet insurance. Livestock products, contributing 32% of revenue, focus on 
vaccines and anti-infectives for cattle, swine, poultry and aquaculture. While growth is modest 
compared to Companion Animals, the segment provides geographic diversification and 
resilience against economic cycles.

• Zoetis differentiates itself through its direct distribution model, which targets veterinarians, 
clinics and livestock producers rather than end consumers. This approach allows the company 
to maintain close relationships with prescribers, capture market feedback and reinforce product 
stickiness through recurring treatment regimens. 

• The company invests approximately 7–8% of annual revenue into R&D, reflecting a commitment 
to innovation. Current priorities include expanding its portfolio of biologics and monoclonal 
antibodies (e.g., Librela and Solensia for osteoarthritis), enhancing dermatology offerings and 
scaling its diagnostics and digital solutions. Zoetis’ innovation strategy also emphasizes life-
cycle management: upgrading existing therapies to extend exclusivity and defend market share 
against generics.

Competitive Landscape
An Industry Shaped by Scale, Innovation and Regulation

• The animal health market is highly consolidated at the top, with the five largest players 
controlling a significant share of the global market. Among these, Zoetis maintains the 
leadership position with roughly double the revenue of its nearest publicly traded competitor, 
Elanco. This concentration creates substantial barriers to entry for smaller firms, as competitors 
must overcome challenges related to R&D intensity, distribution infrastructure and regulatory 
compliance.

• A defining feature of competition in this sector is the emphasis on innovation speed and 
regulatory approvals. Unlike human pharmaceuticals, where generics dominate after patent 
expiry, animal health markets exhibit slower commoditization due to the complexity of biologics, 
vaccines and delivery mechanisms. This dynamic benefits leaders like Zoetis, which has 
established regulatory expertise across multiple jurisdictions, giving it a time-to-market 
advantage over less experienced rivals.

• Competitors have pursued different strategies to capture share. Elanco has focused on 
acquisitions to scale its portfolio, a strategy that has left it highly leveraged and challenged by 
integration costs. Merck Animal Health, part of a diversified pharmaceutical giant, benefits from 
resource depth but lacks the singular focus of Zoetis. 
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Healthcare Coverage Group | Anton Srdanovic & Elias Aquel-Lacayo  | Zoetis Inc.

The global animal health 
market is highly 
concentrated, with the top 
five players controlling 
roughly 60% of the total 
industry revenue. Zoetis is 
the clear leader, holding 
approximately 30% of the 
market share. 

• Zoetis’ most defensible competitive advantage lies in its direct engagement model and deep 
relationships with veterinarians. While competitors rely more heavily on distributors, Zoetis 
employs a hybrid approach that strengthens loyalty and provides real-time feedback on product 
performance. This channel strategy, combined with proprietary data analytics tools and 
diagnostic integration, creates an ecosystem effect therefore making it costly and operationally 
disruptive for customers to switch to other suppliers.

• Looking forward, competitive intensity is expected to rise in biologics and pain management, 
where Zoetis currently dominates. Patent cliffs will eventually test the resilience of its 
blockbuster franchises and generic entry, while delayed, poses long-term risk. However, smaller 
players face structural disadvantages in navigating complex biologic manufacturing and global 
regulatory processes. This reality suggests that scale players like Zoetis will continue to 
consolidate power, leveraging innovation and customer relationships to defend market share.

Valuation Summary
Intrinsic Valuation Analysis 

• We employed a discounted cash flow (DCF) analysis to derive an intrinsic valuation for Zoetis, 
using management-aligned financial forecasts and conservative assumptions for key value 
drivers. Our model incorporates historical performance from 2022 to 2024 and projects unlevered 
free cash flows through 2029. Revenue is projected to grow at a compound annual growth rate 
(CAGR) of approximately 5% over the forecast period, with EBIT margins gradually expanding to 
42% as operating leverage improves. Unlevered free cash flow is expected to grow from $4.6 
billion in 2024 to $7.4 billion in 2029, reflecting continued strength in Zoetis' product portfolio and 
disciplined capital expenditure.

• To calculate terminal value, we applied the Gordon Growth Model, assuming a long-term growth 
rate ranging from 1.5% to 2.5% and a weighted average cost of capital (WACC) ranging from 
6.8% to 7.8%. These inputs reflect sensitivity to both macroeconomic risk and secular growth 
expectations in the animal health sector. We used a base case of a 7.3% WACC and 2.0% 
terminal growth rate, which reflects a reasonable balance between long-term conservatism and 
industry trends. p

• Our sensitivity analysis yields an equity valuation range of $185 to $204.50 per share. The 
valuation is most sensitive to changes in WACC, given the long duration of Zoetis' free cash 
flows, but remains relatively robust across plausible assumptions. The base case scenario 
(WACC of 7.3% and terminal growth rate of 2.0%) produces an implied equity value of $189.49, 
which we adopt as our 12-month price target. This price reflects a modest premium to Zoetis' 
current trading level and supports a constructive view on the stock.

Sources: Bloomberg, FactSet, FAO, Zoetis Investor Relations, SEC Filings

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

At our $189.49 target, Zoetis 
offers a fair risk-reward 
profile supported by strong 
free cash flow growth and 
defensive sector positioning 

Operating Model

2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

Revenue 8,080 8,544 9,256 9,895 10,470 10,953 11,388 11,845 

% Growth 5.7% 8.3% 6.9% 5.8% 4.6% 4.0% 4.0%

EBITDA 3,393 3,560 3,889 3,693 3,908 4,105 4,254 4,415 

% Margin 42.0% 41.7% 42.0% 37.3% 37.3% 37.5% 37.4% 37.3%

EBIT 2,928 3,069 3,392 4,157.7 4,399.4 4,602.3 4,785.0 4,976.9 

% Margin 36% 36% 37% 42% 42% 42% 42% 42%

NOPAT 2,383 2,473 2,755 3,493 3,688 3,850 3,998 4,154 

Depreciation and Amortization (412) (441) (448) (465) (491) (497) (531) (562)

Funds From Operation 1,971 2,032 2,307 3,028 3,197 3,353 3,467 3,592 

Changes in working capital assets 147 11 0 (314) (287) (265) (284)

Changes in working capital liabilit ies (153) (19) (22) (35) (51) (92) (104)

Change in Working Capital 7 8 22 349 338 357 388 

Capital Expenditures 586 732 655 700 741 775 806 838 

Unlevered Free Cash Flow $3,768 $3,780 $4,415 $5,842 $6,492 $6,766 $7,016 $7,296 
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Ticker vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $15.61B

Revenue:  1.09x

UFCF:  $1.01B

EV/EBITDA:  14.41x

P/E:  21.54x
 
Upcoming Earnings Date: 10/22/2025

Rating:  HOLD

Current Price:  $70.00

Price Target / Upside  $62.05 / -11.4%

52-Week Price High / Low: $53.91 / $110.88

Shares O/S:  159.2M

SWK – 3Y – (27%)

S&P-500 – 3Y – 60.9%

Stanley Black & Decker (NYSE:SWK)

Executive Summary
Cost-Cutting with a Growth Initiative

• Founded in 1843 by Frederick T. Stanley, Stanley Black & Decker has grown into a global 
provider of hand tools, power tools, outdoor equipment, and engineered fastening solutions. 
The company’s modern form stems from the 2010 merger with Black & Decker, positioning it as 
an industry leader often ranking among the top two in U.S. retail market share for power tools 
and hand tools alongside key rival TTI. SWK’s portfolio features iconic brands such as DeWalt, 
Craftsman, Stanley, Black & Decker, and Cub Cadet, which collectively secure leading 
positions across professional contractor and consumer DIY segments.

• In mid-2022, management initiated a Global Cost Reduction Program targeting $2.0 billion in 
run-rate cost savings by 2025. This program, encompassing supply chain transformation, 
footprint consolidation, and SKU simplification, has already yielded approximately $1.5B of 
savings. In addition, the company simultaneously executed a variety of portfolio divestitures 
totaling $4.7B in proceeds for the company. These sales were part of the larger scheme to 
sharpen the company’s portfolio of assets and streamline/simplify operations. The divestitures 
included (1) $3.1B for the sale of its commercial security business (2) $916M for the sale of its 
automatic doors unit, and (3) $729M for the sale of its infrastructure (oil and gas/attachments) 
division.

• Despite these improvements, Stanley Black & Decker’s near-term outlook remains fair, 
supporting our HOLD rating. The stock has recently experienced significant volati lity as a result 
of the tariff impacts during the latter half of the first quarter; however, management is hopeful 
that the worst is behind them.

Industrials Coverage Group | Luis Benitez | Stanley Black & Decker

U.S. Housing Starts (TTM)

Business Overview
Tools & Outdoor and the Industrial Segments

• Stanley Black & Decker operates through two primary segments: Tools & Outdoor and 
Industrial.

• The Tools & Outdoor segment is by far the largest, contributing $13.3B (87%) of 
revenue in 2024. This segment encompasses the Power Tools Group (professional 
and DIY power tools), Hand Tools, Accessories and Storage, and Outdoor Power 
Equipment divisions. SWK is a worldwide leader in these markets and is considered 
to be at the core of their future.

• The Industrial segment contributed $2.1B in 2024 revenue (13%) and is composed of 
Engineered Fastening; in other words, fastening systems for automobiles and other 
specialized vehicles. 

• In recent years, SWK has embarked on major transformation initiatives to enhance efficiency 
and refocus on its core business. A pivotal effort is the aforementioned Global Cost Reduction 
Program, which, coupled with their strategic investment and growth efforts, should provide 
meaningful value for the company and their market share in the coming years. Furthermore the 
company had achieved $1.5B of run-rate savings and reduced inventory by over $2B, consistent 
with their margin stabil ization efforts. The company is emphasizing new development, with R&D 
spending of $329M in 2024 (2.1% of sales) focused on key end-user needs including enhanced 
productivity, cordless electrification of tools, and digital features for the jobsite.

18559

19825

17063
16824

2022 2023 2024 2025

Competitive Landscape
Stanley leads NA with International Competition

• Stanley Black & Decker operates in a highly competitive global tools market, facing rivals 
ranging from diversified industrial conglomerates to focused niche players. Its main competitors 
include Techtronic Industries (TTI), Bosch, Snap-on, and Makita, among others. Due to SWK’s 
wide product offering of DIY tools and hardware products, along with its leading brands, the 
Company maintains a relatively competitive position.

EBITDA ($M) & Margin (%)

2,332

1,298
1,083

1,63114.9%

7.7%

6.9%

10.6%

2022 2023 2024 2025

EBITDA % margin
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Industrials Coverage Group | Luis Benitez | Stanley Black & Decker

• Techtronic Industries (TTI), based in Hong Kong, generates over $14 billion in annual revenue 
and competes aggressively through innovation under its Milwaukee and Ryobi brands. 
Milwaukee has gained strong traction among professionals, while Ryobi appeals to DIY users. 
Although SWK’s DeWalt brand is competitive, TTI’s rapid innovation and growth have given it an 
edge in the professional segment.

• Bosch, a German industrial conglomerate, holds strong market share in Europe through its well-
engineered Bosch Power Tools. Its products are respected for quality, but its diversified 
structure may limit its focus compared to tool-centric firms like SWK. Bosch’s North American 
penetration lags SWK’s, where DeWalt and Craftsman enjoy a stronger retail presence.

• All in all, SWK’s position in NA is predominantly stronger in the US than it is internationally. 
Since the Company is focused on defending and expanding on its market share in the United 
States, the main competitors is Snap-on. On the other hand, expansionary steps by Stanley 
Black & Decker will be met with major pushback/competition due to the established nature of  
Bosch, TTI, and Makita in their respective jurisdictions. Nonetheless, the entrenched and 
involved nature of the Craftsman and DeWalt brands particularly, along with the comprehensive 
brand offering of SWK will allow it to continue in the face of uncertainty and increased 
competitive dynamics.

Valuation Summary
Conservative Approach to Geopolitical Instability

• Stanley Black & Decker’s current valuation reflects a business in recovery mode following two 
years of underperformance. As of mid-2025, the company trades at approximately 14.4x 
EV/EBITDA and 13x forward P/E, based on management’s 2025 adjusted EPS guidance. These 
multiples place it slightly below its historical average but in line with peers, suggesting the 
market is cautiously optimistic about the margin recovery underway.

• Despite these positive developments, valuation upside remains limited. The company’s exposure 
to macro-sensitive end markets, such as residential construction and DIY spending, introduces 
volati lity, especially in a high-interest-rate environment. Furthermore, its dependence on large 
retail customers and lingering supply chain risks weigh on its multiple. Compared to peers like 
Snap-on, which trades at higher earnings multiples due to superior margins and a more stable 
customer base, SWK appears fairly valued at current levels. Our hold rating and $62 price target 
imply a modest downside from current levels, reflecting a balance between long-term franchise 
strength and near-term operational risk.

Sources: Bloomberg, YahooFinance, Stanley Black & Decker Investor Relations, FRED

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

Operating Model

2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

Revenue $15,617 $16,947 $15,781 $15,366 $15,653 $15,945 $16,312 $16,830 

% Growth 9% -7% -3% 2% 2% 2% 3%

EBITDA 2,332 1,298 1,083 1,631 1,843 1,877 1,921 1,982 

% Margin 15% 8% 7% 11% 12% 12% 12% 12%

EBIT 928 651 1,204 1,409 1,435 1,468 1,515 1,576 

% Margin 6% 4% 8% 9% 9% 9% 9% 9%

NOPAT 928 488 979 1,113 1,134 1,160 1,197 1,245 

Depreciation and Amortization 370 432 426 434 442 453 467 486 

Funds From Operation 1,298 920 1,405 1,547 1,576 1,612 1,664 1,731 

Accounts Receivable (330) 71 (148) 22 22 28 39 51 

Inventories 414 (1,123) (202) 85 86 108 153 201 

Prepaid Expenses (66) (81) (13) 6 7 8 12 15 

Other Current Assets 60 20 (24) 1 1 1 2 2 

Accounts  Payable 1,095 46 (138) - - - - - 

Accrued Expenses 577 (344) 485 - - - - - 

Change in Working Capital (1,751) 1,411 41 (114) (116) (145) (205) (270)

Capital Expenditures (530) (339) (354) (361) (367) (376) (388) (403)

Unlevered Free Cash Flow ($983) $1,993 $1,092 $1,073 $1,093 $1,091 $1,071 $1,057 

Cost of Goods By Region (~6.8B)
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Revenues & EBITDA ($M)

Key Metrics Overview

Enterprise Value:  $36.22B

Revenue:  1.09x

UFCF:  $8.2B

EV/EBITDA:  14.27x

P/E:  13.68x
 
Upcoming Earnings Date: 10/16/2025

Rating:  HOLD

Current Price:  $11.49

Price Target / Upside  $10.82 / -13%

52-Week Price High / Low: $8.5 / $19.1

Shares O/S:  659.83M

American Airlines (NASDAQ:AAL)

Executive Summary
Fort Worth based Airline

• American Airlines, based in Fort Worth, Texas, is one of the worlds largest airline carriers, 
operating a network that connects 350 destinations across 60 countries. Through the merger of 
American Airlines and US Airways in 2013, American Airlines provides passenger and cargo 
transportation through a mainline fleet of 977 aircrafts and regional aircrafts, operating under the 
American Eagle brand. Their 

• Their mission ”To Care for People on Life’s Journey” encourages customer experience, 
innovation and sustainabil ity, with values rooted in safety, diversity, and operational excellence. 
As a founding member of the OneWorld alliance, AAL holds a strong position in the global 
airline industry, but trails competitors like Delta and United in financial stabil ity. 

• in 2024, AAL reported annual revenue of $54.21 billion, a 2.7% increase from 2023, though 
profitability remains challenged with a net income of $846 mill ion and tight margins due to high 
operating costs. Its market capitalization stands at approximately $7.3 billion (August 2024), 
reflecting a 33% year-to-date stock decline.

• AAL’s growth potential hinges on corporate travel recovery, fleet modernization, and loyalty 
program expansion, but it faces risks from high debt ($37 billion), economic sensitivity, and 
competitive pressures. Despite a low valuation (P/S ratio of 0.1), AAL’s weak balance sheet 
makes it a high-risk investment with cautious optimism for long-term recovery.

Industrials Coverage Group | Michael Bridges  | American Airlines

AAL Load Factor 2014-2024 (%)

Business Overview
Expenses challenge margin

• American Airlines Group operates as a network air carrier, offering scheduled passenger and 
cargo services through its mainline subsidiary, American Airlines, and regional carriers Envoy 
Air, Piedmont Airlines, and PSA Airlines, which operate under the American Eagle brand.

• With 6,700 daily flights, AAL serves a global network via hubs in Charlotte, Chicago, Dallas/Fort 
Worth, Los Angeles, Miami, New York, Philadelphia, Phoenix, and Washington, D.C., and 
partner gateways in London, Doha, Madrid, Seattle, Sydney, and Tokyo. The company’s 
operations are supported by a mainline fleet of 977 aircraft and 556 regional aircrafts.

• AAL reports revenue across two segments: Passenger and Cargo but operates as a single 
business segment focused on air transportation. The AAdvantage loyalty program and corporate 
travel contracts are key profit drivers.

• AAL’s business is driven by its extensive network, strategic alliances (oneworld), and 
focus on premium travel. Recent fleet upgrades enhance fuel efficiency, while 
investments in technology and sustainability (e.g., sustainable aviation fuel) aim to 
improve customer experience and reduce costs. However, high fuel, labor, and debt 
servicing costs challenge profitability.

Competitive Landscape
Success in a bleeding industry

• Delta Air Lines (DAL) and United Airlines (UAL) are AAL’s primary rivals, with stronger balance 
sheets and better operational reliability. Delta’s Q2 2025 outperformance highlights its lead in 
premium travel.

• AAL’s 350+ destinations and oneworld membership provide unmatched connectivity. 
Aadvantage, with 1,000+ partners, drives high margin revenue and customer retention. AAL’s 
extensive routes in Latin America gives it a regional edge, with 95 destinations.

• The airline industry is navigating a complex landscape shaped by evolving trends that impact 
American Airlines Group Inc. (AAL) and its competitors. Demand for premium and international 
travel is rebounding, supporting AAL’s focus on corporate and transatlantic routes, though 
softening domestic leisure demand challenges its core revenue segment. Sustainability 
pressures are intensifying, with regulatory and consumer expectations pushing carriers to invest 
in sustainable aviation fuel and emissions reduction, increasing costs but aligning with long-term 
goals.

AAL vs S&P 500 

AAL S&P 500
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Industrials Coverage Group | Michael Bridges | American Air lines 

• American Airlines operates in a fiercely competitive U.S. airline industry, where rivals like Delta 
and United consistently outperform in key areas. Delta’s focus on premium cabins and 
operational reliability has won over high-margin corporate travelers, while United’s international 
route expansion capitalizes on growing global demand. Both competitors have also invested 
heavily in fuel-efficient fleets, cutting costs and boosting margins. American, however, struggles 
with an older fleet and higher debt, limiting its ability to match rivals’ pricing or service 
enhancements, which erodes market share and pressures its stock price.

• Low-cost carriers like Southwest and Spirit further intensify the competition by undercutting 
American on domestic routes, appealing to price-sensitive leisure travelers. These budget 
airlines maintain leaner cost structures, enabling aggressive fare wars that American, with its 
elevated non-fuel unit costs (up 3% in Q2 2025), can’t sustain without sacrificing profitability. As 
competitors innovate and capture more of the market, American’s weaker positioning in both 
premium and budget segments could continue to weigh on its financial performance and investor 
confidence.

Valuation Summary
Grappling with sluggish market

• American Airlines is grappling with a sluggish domestic travel market, which essential since over 
two-thirds of its revenue comes from U.S. passengers. Economic uncertainty, high inflation, and 
cautious consumer spending have led to softer bookings, especially in the summer of 2025, 
which is typically a peak season. Reports indicate a 6.4% drop in domestic unit revenue in Q2 
2025 compared to the prior year, and the airline’s guidance suggests ongoing weakness, with a 
projected adjusted loss per share of 10 to 60 cents in Q3. If consumers keep tightening their 
belts or shift to cheaper carriers, AAL’s revenue could take a hit, dragging the stock price down.

• Rising operational costs are squeezing margins, and American hasn’t been as nimble as rivals 
like Delta or United in managing expenses. Labor costs, including salaries and benefits, jumped 
11% year-over-year in Q2 2025, driven by new union agreements. Non-fuel unit costs are 
expected to rise in the low-single digits in Q1 2025, partly due to lower capacity and a shift to 
smaller regional jets, which are less efficient. Fuel prices, while lower than last year, remain 
volati le, and any spike could further erode profits. With a high debt-to-equity ratio, over 500% 
due to $39 billion in debt against a $7 billion market cap, these cost pressures leave little room 
for error, making the stock less appealing to investors.

• Strategic missteps have hurt American’s competitive edge, particularly in the corporate travel 
segment. The airline’s push for direct bookings over travel agencies backfired, costing an 
estimated $1.4 billion in revenue in 2024 as corporate clients flocked to Delta and United. A 
tragic incident involving American Eagle Flight 5342 in January 2025 also dented consumer 
confidence and likely contributed to a 0.2% revenue dip in Q1. These self-inflicted wounds, 
combined with operational disruptions (up 36% year-over-year in Q2 2025), signal management 
challenges. 

Sources: Bloomberg, YahooFinance, SEC

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 
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EBITDA & UFCF ($M)

AIT vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $10.81B

EV/Revenue:  2.40x

UFCF:  $359M

EV/EBITDA:  18.1x

P/E:  27.44x
 
Upcoming Earnings Date: 08/14/2025

Rating:  BUY

Current Price:  $272.13

Price Target / Upside  $287.0 / 14.87

52-Week Price High / Low: $188.71 / $282.98

Shares O/S:  38.21M

AIT – 3Y – 163%

S&P-500 – 3Y – 55%

Applied Industrial 
Technologies (NYSE:AIT)
Executive Summary
Strong Execution & Growth

• AIT trades at $272.13, approaching its 52-week high, with a BUY rating and price target of 
$287, representing nearly 15% upside. The company commands premium valuation 
multiples—18.1x EV/EBITDA and 27.4x P/E—reflecting strong investor confidence.

• With an enterprise value of $10.81 billion and 38.2 mill ion shares outstanding, AIT 
demonstrates great scale. Its EV/Revenue multiple of 2.4x and $359 mill ion in unlevered free 
cash flow highlight a well-balanced mix of profitabili ty and operational efficiency.

• AIT stands out as a leading value-added distributor in the industrial sector, leveraging 
automation and supply chain reliability trends to drive demand. Its broad product portfolio and 
national scale give it an edge in both customer retention and market expansion.

• AIT is well-positioned to benefit from trends like supply chain reshoring and decarbonization. 
Strategic priorities include expanding in fluid power and flow control, scaling automation 
offerings and optimizing its national distribution network. Continued acquisitions in engineered 
solutions support cross-sell ing, technical differentiation and long-term margin expansion.

• AIT’s elevated trading multiples, while rich compared to the broader industrials sector, appear 
justified given the company’s consistent track record of margin stabil ity and cash flow 
generation. The firm’s ability to maintain double-digit EBITDA margins and deliver great UFCF 
in a low-growth sector speaks to its differentiated model.

Industrials Coverage Group | Amedstone Plaisir | Applied Industrial Technologies

4.8% CAGR 

Industrial Distribution Market Size 
($T)

Business Overview
Leading Distribution

• AIT is a leading distributor and service provider focused on industrial motion, fluid power, flow 
control, automation and MRO (maintenance, repair and operations) products. AIT serves a 
broad spectrum of customers across manufacturing, energy, infrastructure and other industrial 
sectors. With a catalog of more than 9 mill ion SKUs and a footprint of approximately 590 
facilities across North America and Australasia, the company maintains a strong presence. 

• AIT’s core capabil ities include engineering design, system integration, repair, assembly and 
inventory management. This dual model, offering both products and deep technical expertise, 
positions AIT as a strategic partner, enabling customers to reduce downtime and modernize 
their operations.

• The company operates through two principal business segments: Service Center-Based 
Distribution and Engineered Solutions. The Service Center-Based Distribution segment 
addresses general MRO needs and power transmission products, while Engineered Solutions 
focuses on specialized offerings such as hydraulic, pneumatic and process control solutions. 
Growth in both segments has been driven by targeted acquisitions as well as ongoing 
investment in engineering talent and digital transformation.

• AIT serves a diverse customer base across industries, with recurring demand driven by 
equipment maintenance and uptime needs. Strong supplier relationships and a broad inventory 
network enable fast fulfillment and high customer loyalty. Recently, AIT has focused on growing 
higher-margin engineered solutions and automation to support evolving customer needs and 
long-term value creation.

Competitive Landscape
Differentiation in a Fragmented Market

• AIT is a top-10 North American distributor and service provider specializing in industrial motion, 
fluid power, automation, flow control and MRO supplies. In 2024, AIT reported $4.5 billion in 
sales. Despite its scale, the company holds just 1.9% of a highly fragmented market, where 
over half is controlled by firms generating under $100 mill ion annually.

• Key competitors include W.W. Grainger ($16B+), Motion Industries ($8B), Fastenal ($7.3B), and 
MSC Industrial Direct ($3.9B). These players differentiate themselves through strengths like e-
commerce dominance, automation solutions, and vendor-managed inventory systems. Each 
brings a distinct model to an evolving industry landscape. 

• This fragmentation presents a opportunity for bolt-on M&A, where AIT can deploy capital 
strategically to absorb smaller, subscale competitors and expand its geographic footprint.
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As digital sales, automation and 
predictive maintenance redefine 
industrial distribution, AIT’s 
solutions-first model, supported by 
deep technical expertise and fast-
fulfillment infrastructure, allows it to 
stay ahead of customer 
expectations and industry change

• The market is undergoing structural shifts: digital sales are outpacing traditional channels, M&A 
activity is consolidating the field and customers are increasingly prioritizing automation and 
predictive maintenance. These forces are reshaping competitive dynamics and customer 
expectations.

• AIT differentiates itself through a national footprint, deep technical capabil ities and an 
engineering-driven approach. Its technical sales force offers customized, high-value solutions 
rather than commoditized products, positioning the firm as a strategic partner rather than a 
transactional vendor.

• The company’s broad inventory network supports fast fulfillment for both MRO and OEM clients, 
while long-standing supplier and customer relationships reinforce its position. Though AIT faces 
challenges from larger peers and rapid tech change, it is well-positioned to capitalize on cross-
sell ing, tech-enabled services and consolidation opportunities.

Sources: Bloomberg, FactSet, YahooFinance SEC Filings

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

Post-2025, AIT is forecasted to 
benefit from scalable operations, 
with EBITDA margins stabilizing 
in the 11%–12% range. As fixed 
costs spread over a growing top 
line, this leverage fuels rising free 
cash flow and supports long-term 
intrinsic value.

Valuation Summary
Fair to Slight Upside Potential

• A discounted cash flow (DCF) analysis was used for AIT, using operating projections from 2025 
through 2029. Using the perpetuity growth method with a 3% terminal growth rate, the analysis 
yields a total enterprise value (TEV) of approximately $8.5 billion. In contrast, the exit multiple 
approach, applying a 13.7x terminal EBITDA, produces a TEV of $11.1 billion. Both methods are 
supported by strong projected free cash flow generation and moderate risk, with a weighted 
average cost of capital of 4.41%.

• Revenue growth is expected to ramp up following a flat 2025, showing high growth through 2029. 
EBITDA margins are projected to stabil ize in the 11% to 12% range, reflecting operating leverage 
gains as AIT scales beyond 2026. These margins drive consistent expansion in unlevered free 
cash flow, which is projected to exceed $400 mill ion annually by 2027.

• Despite some volati lity in working capital, AIT is forecasted to generate strong UFCF, totaling 
approximately $2.4 billion in present value over the forecast period. Capital expenditures are 
expected to increase gradually but remain manageable, allowing for ongoing investment without 
straining liquidity.

• After adjusting for net debt of approximately $112 mill ion and 38.4 mill ion shares outstanding, the 
DCF with the exit multiple approach yields an implied equity value per share of $287. This shows 
modest near-term upside versus the recent share price of around $272, suggesting the market is 
close to fully reflecting AIT’s growth trajectory. Overall, the exit multiple valuation supports a 
constructive to neutral outlook.

Operating Model

2024A 2025E 2026E 2027E 2028E 2029E

Revenue $4,479 $4,476 $4,861 $5,279 $5,689 $6,067

% Growth 2% 0% 9% 9% 8% 7%

EBITDA 563 476 536 603 664 712 

% Margin 13% 11% 11% 11% 12% 12%

EBIT 511 390 447 509 565 606 

% Margin 11% 9% 9% 10% 10% 10%

NOPAT 398 303 346 395 438 470 

Depreciation and Amortization 52 86 90 94 99 106

Deferred Taxes & Investment Tax Credit (1) 0 0 0 0 0

Other  Funds 11 0 0 0 0 0

Funds From Operation 461 388 436 489 537 576 

Receivables (2) (23) (32) (32) (25) (15)

Inventories 18 (26) 21 20 15 8 

Accounts Payable (39) 29 (6) (8) (13) (19)

Other  Assets/Liabilities (54) 15 17 18 20 21

Change in Working Capital (77) (4) (1) (2) (4) (4)

Capital Expenditures (25) (30) (36) (43) (52) (62)

Unlevered Free Cash Flow $359 $354 $399 $444 $482 $510 

Industrials Coverage Group | Amedstone Plaisir | Applied Industrial Technologies
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CTRE vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $6.12B

Dividend:   $1.34

UFCF:  $238M

EV/EBITDA:  21.25x

P/AFFO:  17.05x
 
Upcoming Earnings Date: 08/06/2025

Rating:  HOLD

Current Price:  $31.28

Price Target / Upside  $37.55 / 20.05

52-Week Price High / Low: $33.15 / $24.79

Shares O/S:  187.66M

CareTrust REIT Inc. (NYSE:CTRE)

Executive Summary
Diversified healthcare real estate portfolio with high margins

• CareTrust REIT (NYSE: CTRE) is a specialized healthcare real estate investment trust 
managing 258 properties with 28,088 beds/units across 32 states, focusing on skilled nursing 
(55%) and senior housing facilities. In 2024, CTRE invested $1.4 billion in 172 properties at a 
9.7% blended stabil ized yield, highlighted by a $840 mill ion acquisition of a UK-based healthcare 
REIT in May 2025, adding 134 care homes and $69 mill ion in annual rent, significantly 
enhancing geographic and operator diversification.

• Financially, CTRE achieved total revenues of $296.3 mill ion, a substantial increase from $217.8 
mill ion in 2023, driven by higher rental income and strategic acquisitions. Net income rose to 
$124.4 mill ion from $53.7 mill ion, supported by a robust balance sheet with $213.8 mill ion in 
cash, no significant debt maturities until 2028 and investment-grade credit ratings, BBB- from 
S&P and Fitch. The company maintains a conservative 76% FFO payout ratio, supporting a 
$1.34 annual dividend, which has increased every year since its 2014 inception.

• CTRE is well-positioned to capitalize on the "silver tsunami" of an aging population driving 
demand for post-acute and long-term care facilities. Its triple-net lease model ensures stable 
cash flows with strong tenant coverage ratios (2.2x EBITDAR, 2.7x EBITDARM). Risks such as 
potential Medicare or Medicaid reimbursement cuts could reduce tenant cash flows, threatening 
CTRE’s rental income stabil ity. High tenant concentration, with the top five tenants accounting 
for ~50% of rent post-UK acquisition, could amplify financial risks if any key tenant defaults.

Real Estate Coverage Group | Angel Berreondo | CareTrust REIT Inc.

10.28% CAGR 

Business Overview
Growing healthcare REIT through acquisitions and best in class tenants

• CareTrust REIT’s portfolio includes 318 skilled nursing facilities, 52 assisted living facilities, 6 
independent living facilities and 32 multi-service campuses, primarily leased under long-term 
triple-net agreements. These leases include CPI-based rent escalators (often capped or fixed), 
providing predictable cash flow growth. The portfolio spans 32 states, with key markets in 
Colorado, Texas and Florida and recent expansion into the UK enhances its international 
presence.

• CTRE pursues growth through aggressive acquisitions and selective development, investing 
$1.4 billion in 2024 alone, including the transformative UK acquisition. The company maintains a 
conservative financial profile with low leverage (net debt/EBITDA ~0.5x) and accesses capital 
markets efficiently, raising $1.1 billion through the sale of 41 mill ion shares in 2024. Strategic 
joint ventures and development projects further bolster its pipeline, focusing on high-yield 
opportunities with risk-adjusted returns.

• Led by experienced executives like CEO Dave Sedgwick and CFO Bill Wagner, CTRE has 
operated since 2014 with a focus on partnering with high-quality operators like Ensign Group 
which provides, 28% of rental income and PACS Group with 15% of rental income. The triple-net 
lease structure shifts operating risks to tenants, allowing CTRE to maintain high margins and 
focus on portfolio expansion while ensuring financial stabil ity through investment-grade credit 
ratings and minimal debt encumbrance.

• CTRE employs a disciplined approach to capital allocation, prioritizing investments with strong 
risk-adjusted returns, such as its 2024 sale-leaseback transactions and financing receivables 
($795.2 mill ion in real estate loans). By maintaining a flexible capital structure, including an 
undrawn $1.2 billion revolver and at-the-market equity program, CTRE can swiftly capitalize on 
market opportunities while preserving liquidity to navigate potential economic or regulatory 
headwinds.

Competitve Landscape
Industry supported by age windfalls and growing demand

• CTRE operates in the healthcare REIT sector, which benefits from strong demographic 
tailwinds, including an aging population in not just the United States but internationally with 19% 
of England’s population being 65+ and 38% is 50+. The increased demand for skilled nursing 
and senior housing facilities has led to U.S., Medicare and Medicaid funding the centrality of 
skilled nursing facilities in the healthcare system. Similarly, the UK’s National Health Service 
and social care system provides a stable funding environment for care homes, enhancing 
CTRE’s market opportunity.

• CTRE competes with specialized healthcare REITs like Omega Healthcare Investors (OHI), 
Sabra Health Care REIT (SBRA) and National Health Investors (NHI), all of which focus on 
skilled nursing and senior housing. CTRE’s low leverage of ~2.7x net debt/EBITDA and reliance 
on unsecured financing (no mortgages) distinguish it from peers with secured debt. Its scale 
and metrics are comparable to NHI, but CTRE’s recent UK expansion and higher acquisition-
driven growth provide a slight edge in diversification and growth potential.

CTRE – 3Y – 71%

S&P-500 – 3Y – 48%
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Real Estate Coverage Group | Ange Berreondo | CareTrust REIT

258 healthcare properties 
across 34 states, with 19.7% 
of contractual rent secured 
by 2038 leases, driving 2024 
growth through $1.4 billion in 
acquisitions at a 9.7% yield.

• CTRE’s triple-net lease model, strong tenant coverage ratios (2.2x–2.7x) and investment-grade 
credit rating provide stabil ity and attract capital at favorable terms. However, intense competition 
for high-yield acquisitions and regulatory risks, such as potential Medicare/Medicaid 
reimbursement cuts, could challenge growth at attractive cap rates. CTRE’s focus on in demand 
healthcare facilities and conservative financial management positions it well, but it must navigate 
tenant concentration risks and UK-specific regulatory and currency challenges to sustain its 
competitive edge.

• CTRE differentiates itself by fostering long-term relationships with regional and national 
operators, enabling it to identify and support underserved operators with capital through tailored 
lease and loan structures. 19.7% of its contractual rent has a lease maturity in 2038. Its ability to 
underwrite deals with high tenant coverage ratios and secure long-term leases provides a 
competitive advantage over larger, less-specialized REITs. However, CTRE must continuously 
monitor operator performance to mitigate risks associated with economic downturns or shifts in 
healthcare delivery models.

Valuation Summary
Premium valuation with strong fundamentals 

• CareTrust REIT (CTRE) stands out among peers with a $6 billion market cap, trading at 25.05x 
EV/EBITDA and 1.46 Price/NAV ratio, higher than the industry average of 22.66x and 1.22x, 
respectively. With 187 mill ion shares, this suggests a share price range of $24–$35 
(EV/EBITDA) or $21–$31 Price/EV compared to the current $31.04, fueled by its low debt (21% 
debt-to-assets vs. ~46% for peers) and a massive $1.4 billion in 2024 property deals, including a 
big UK buyout.

• CTRE’s properties and cash flow are projecting $327 mill ion 2025 NOI, but the market price of 
$31.04 suggests investors are betting on more growth, especially from a $840 mill ion acquisition 
adding $69 mill ion in rent. Its lean balance sheet paired with long term leases and no debt due 
unti l 2028 keep it nimble.

• CTRE’s expected to generate at least $34.65 mill ion in revenue in 2025, thanks to steady leases 
(95% margins). The shift to cost-effective care settings, with nursing home expenditures 
expected to rise from $209.3 billion in 2023 to $337.4 billion by 2032. A declining SNF supply 
(from 15,600 facilities in 2016 to 14,800 in 2024) and industry fragmentation create a favorable 
supply-demand imbalance. CTRE is well-positioned to capitalize on this trend through strategic 
acquisitions in the fragmented SNF market, meeting the needs of higher-acuity patients in cost-
efficient settings.

Sources: Bloomberg, FactSet, United State Census Bureau 

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

CTRE’s projected to reach 
$344.77 million in 2025 
revenue from 258 healthcare 
properties across 34 states, 
boosted by a $840 million UK 
REIT acquisition, strong 
tenant coverage (2.2x 
EBITDAR, 2.7x EBITDARM), 
and a solid balance sheet 
with $213.8 million cash and 
BBB- ratings.

Operating Model

2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

Revenue $196 $218 $296 $345 $382 $354 $320 $324

% Growth -1% 6% 15% 16% 11% -7% -10% 1%

Net Operating Income 189 187 208 327 365 337 304 316

% Margin 96% 86% 70% 95% 96% 95% 95% 98%

Interest Expense

Operating Income 31 97 148 160 191 163 131 252

% Margin 16% 44% 50% 46% 50% 46% 41% 78%

Net Income (10) 52 125 121 151 126 105 227

Depreciation and Amortization 52 53 57 84 85 76 66 66

Gains(losses) on asset sales (4) 2 (2) (2) (2) (2) (2) (0)

Straightline rent adjustments 1.40 0.03 0.03 0.02 0.02 0.02 0.02 1.02

Other Funds (1) 4 6 - - - - 1

Funds From Operation 40 111 186 203 234 199 169 295

Accounts and other recievables 0 0 1 1 1 1 1 1

Prepaid Expenses & other assets 12 23 36 31 32 32 32 12

Accounts payable , accrued expenses, and deffered rent 24 34 56 50 52 51 51 19

Change in Working Capital (12) (10) (20) (18) (19) (18) (18) (7)

Capital Expenditures (7) (11) (8) (13) (13) (14) (14) (3)

Unlevered Free Cash Flow $20 $90 $158 $172 $202 $167 $137 $286
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i.e. Bloomberg, CapIQ, FactSet, 
NetAdvantage,

Download Excel Data for 3 years (Performance 
post COVID), compared to the S&P500 in the 
same time period.

With Excel data create line chart and format it, 
removing all gridlines and borders, axis, 
everything but the lines.

It should look like this.

1. Dollar amounts should be represented as 
K, M, or B

2. There should be periods at the end of 
every sentence in the overall body

3. There should be no oxford Commas, 
Correct ex: One, two and three

4. $ in front of every number that is in the 
right side of page

5. Lowercase x after every multiple figure

Bar Charts

1. One Bar chart has to have some form of 
economic information / statistic that 
justifies an investment in the industry.  Ex. 
Per Capita Consumption of Eggs, overall 
coffee production, total flight miles 
traveled US, total value of nuclear energy 
business.

2. One Bar chart has to be specific relevant 
financial figures for your business in the 
most recent year and your forecasted next 
5 years.

1. Have a way to understand the 
data without using a legend, i.e. 
Revenues has a grey font color 
and EBITDA has purple to match 
the bar chart colors.

2. All you have to do is edit the data 
in the lowest bar chart to 
whatever your companies 
information is as to not mess with 
the template

3. Dates should be formatted with 
past years being 2024A and 
future/forecasted years “2025E”

3. Include CAGR, as shown

Net Income & Free Cash Flow ($M)

COMP vs. S&P-500 & Nasdaq

Key Metrics Overview

Enterprise Value:  $3.96B

Revenue:                      1.52x

UFCF:                 $193.1M

EV/EBITDA:  109.0x

P/E:                             – 

Upcoming Earnings Date: 07/30/2025

Rating:  BUY

Current Price:  $7.42

Price Target / Upside  $8.76 / 18.06%

52-Week Price High / Low: $10.25 / $3.84

Shares O/S:  501.51M

COMP – (63.05%)

S&P-500 – 69.51%
NASDAQ – 101.50%

Compass Inc. (NYSE: COMP)

Executive Summary
Strong Revenue Growth & Improving Profitability

∙ In fiscal year 2024, Compass Inc. (“Compass”) generated $5.63B in revenue (+15% YoY), with a 
GAAP net-loss of $154M and adjusted EBITDA of $126M. Since Q1 2024, Compass has 
achieved positive free cash flow in each quarter, helping them end the full year with $223.8M in 
cash $121.5M in operating cash flow.

∙ Q4 2024 revenue reached $1.38B, up approximately 26% from the prior year. The quarter 
recorded a net-loss of $40.5M, an improvement from Q4 2023’s $83.7M loss. Excluding the 
acquisition of Christie’s International Real Estate, adjusted EBITDA stood at $20.9M.

∙ Q1 2025 highlighted Compass’ rapid expansion through its nearly 29% YoY revenue growth to 
$1.4B, net-loss of $50.7M (up from net loss of $132.9M in Q1 2024), and another positive free 
cash flow quarter at $19.5M. Additionally, Compass’ market share rose to a record 6.0%, up 
125bps YoY, while principal agents increased 41% YoY with a retention rate of 96.6%.

∙ In Q2 2025, Compass recorded $2.06B revenue, up 21% YoY, driven by a 20.9% increase in 
transactions and an increase in market share to 6.09%. Compass achieved a 90.3% YoY surge 
in GAAP net income to $39.4M, up from $20.7M in Q2 the previous year, bolstered by organic 
agent growth and other strategic acquisitions.

Real Estate Coverage Group | Charles Hackett | Compass Inc.

17% CAGR 

2.8% CAGR 

Industry Existing Home Sales (Ths)

Business Overview
Streamlined Real-Estate Brokerage Services

∙ Compass is the largest residential real-estate brokerage in the US by sales volume, with 
approximately 33,0 00 agents completing over 205,000 transactions in 2024. The company runs 
a cloud-based agent centric platform which offers CRM, analytics, AI marketing tools, and 
concierge services designed to assist agents in buying and sell ing processes. The company 
further enhances its value proposition through integrated offerings such as title, escrow, and 
settlement services. Compass Concierge provides upfront funding for home improvements to 
increase property value and expedite sales. Additionally, Compass features the Glide toolset 
which enables digital forms, e-signatures, and seamless collaboration, accessible to both in-
house agents and external users.

∙ Compass’ growth strategy centers on scaling through strategic acquisitions of regional 
brokerages and service providers. Between 2023 and 2025, notable additions to its portfolio 
include Parks Real Estate, Latter & Blum, Washington Fine Properties, Realty Austin, Realty 
San Antonio, and Christie’s International Real Estate. These acquisitions have bolstered its 
geographic footprint and strengthened service integration, contributing to higher agent 
productivity and operational efficiency.

Competitive Landscape
Navigating an Ultra-Competitive Industry

∙ Compass operates in an intensely competitive US residential real estate market, facing legacy 
brokerages like Keller Will iams and Coldwell Banker, as well as other tech-centric platforms like 
Redfin and Zillow. Its signature “pocket-listing” or private “premarketing” approach, which allows 
properties to be marketed internally through Compass before public MLS (multiple listing 
service) listings, makes Compass potentially less transparent than other platforms. While 
Compass presents this strategy as offering greater control and privacy to sellers, critics are 
concerned over reduced exposure and listing fragmentation.
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everything but the lines.
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every sentence in the overall body
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Correct ex: One, two and three
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5. Lowercase x after every multiple figure

Bar Charts

1. One Bar chart has to have some form of 
economic information / statistic that 
justifies an investment in the industry.  Ex. 
Per Capita Consumption of Eggs, overall 
coffee production, total flight miles 
traveled US, total value of nuclear energy 
business.

2. One Bar chart has to be specific relevant 
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1. Have a way to understand the 
data without using a legend, i.e. 
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2. All you have to do is edit the data 
in the lowest bar chart to 
whatever your companies 
information is as to not mess with 
the template
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Real Estate Coverage Group | Charles Hackett | Compass Inc.

The real estate sector is 
strongly influenced by 

macroeconomic factors like 
changes in interest rates that 

affect homebuyer activity.

∙ As a technology-enabled brokerage, Compass touts its proprietary Compass Platform, CRM 
tools, marketing automation, analytics, and integrated title and escrow services. Although the 
company claims advantages in efficiency and client experience, some argue that the tools are 
are incremental compared to incumbents and that high agent costs and sustained cash burn can 
dampen its scalability.

∙ Compass has aggressively expanded through acquisitions which have grown its footprint but 
introduced operational complexity and higher overhead. Market commentary suggests that the 
Street views Compass more like a traditional brokerage facing profitability pressures than a high-
growth tech operator.

∙ Compass, by nature, operates within the highly cyclical residential real estate industry which is 
affected by external macroeconomic factors such as interest rates and consumer sentiment. 
Compass’ core business, residential brokerage, is directly impacted by fluctuations in transaction 
volume. Rising mortgage rates or tightening credit conditions can significantly dampen 
homebuyer activity.

Valuation Summary
Sub header brief sentence

∙ Currently, Compass trades near $7.50, giving it a market capitalization just shy of $4B. The 
company remains unprofitable, reporting a net loss of $154M in 2024 and negative earnings per 
share. Since its IPO in early 2021, Compass is still down over 60% but has risen significantly 
from its 2023 lows of under $2.00.

∙ Compass trades at 0.7x EV/Sales, significantly below market-leading peers like Redfin (1.6x), 
Zillow (8.4x), RE/MAX (1.8x), and Anywhere Real Estate (2.6x). A rerating towards a brokerage 
median 1.4x could price Compass upwards of $8B or roughly double from today’s prices.

∙ Real estate sales are highly sensitive to changes in interest rates, particularly the federal funds 
rate, which directly influences subsequent mortgage rates. As the Fed is expected to cut rates in 
2025 and 2026, lower mortgage rates should improve affordabil ity and, subsequently,  pent-up 
demand. This would drive a recovery in transaction volume, Compass’ primary revenue driver, 
positioning them for accelerated top-line growth as market activity rebounds.

Sources: Compass Investor Relations, FactSet, US News & World Report, YahooFinance

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

Compass trades at 0.7x 
EV/Sales, but movement 

towards the brokerage 
median (1.4x) could double 

its value
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Revenues & EBITDA ($M)

Ticker vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $8.09B

Beta:  1.07x

UFCF:  $261.82M

EV/Revenue:  5.12

P/E:  38.61x
 
Upcoming Earnings Date: 09/04/2025

Rating:  Hold

Current Price:  $79.58

Price Target / Upside  $92.49 / 16.22

52-Week Price High / Low: $69.00 / $118.84

Shares O/S:  105.53M

ESTC – 3Y – -9.79%

S&P-500 – 3Y – 42%

Elastic NV (NYSE:ESTC)

Executive Summary
Search-powered solutions for a data-driven world

• Elastic N.V. is a leading platform for search-powered solutions, helping organizations ingest, 
store, analyze and visualize large volumes of structured and unstructured data in real time. Its 
core product, the Elastic Stack (formerly known as the ELK Stack—Elasticsearch, Logstash and 
Kibana), supports a broad range of use cases across observability, security (SIEM) and 
enterprise search.

• The long-term investment case is driven by Elastic’s position at the intersection of three major 
trends: the rapid growth of machine-generated data, the shift toward cloud-native infrastructure 
and the rising demand for real-time insights in security and operations. As cloud environments 
become more complex, Elastic’s unified platform stands out for its ability to support 
observability, application performance monitoring (APM) and threat detection.

• That said, the company faces tough competition from specialized players like Datadog and 
CrowdStrike as well as native tools from cloud giants like AWS, Azure and Google Cloud. In 
addition, Elastic’s usage-based pricing model can lead to revenue volati lity during periods of 
economic uncertainty, which remains a key risk for the company as they look to navigate a 
complex field.

• Still, with a growing presence in the cloud, strong developer adoption and a differentiated 
platform, we believe Elastic is positioned for steady mid-teens revenue growth and improving 
margins. Our five-year price target implies approximately 58% upside from current levels driven 
by scaling and margin expansion. However, due to competition and short-term profitabili ty 
challenges, we assign a Hold rating for long-term investors.

Technology Coverage Group | Mazen Sadat | Elastic NV

10.7% CAGR 

1 ZB = 1 Trillion GB

Data Growth Worldwide (in ZB)

Business Overview
Powering observability, security, and enterprise

• Elastic N.V. is a global software company that provides a leading search-powered platform for 
real-time data ingestion, analysis and visualization at scale. It is best known for the Elastic 
Stack—formerly called the ELK Stack—which includes Elasticsearch, Logstash, Kibana and 
Beats. Originally developed as open-source tools, these products have evolved into a full-
featured platform supporting a wide range of critical business applications.

• Founded in 2012 and headquartered in Mountain View, California, Elastic has grown from its 
open-source origins into a subscription-based enterprise software company. Today, it serves 
over 19,000 organizations across industries such as technology, healthcare, financial services, 
government and telecommunications. Its solutions are widely used by both developers and 
enterprise IT teams to monitor infrastructure, analyze data and ensure system performance.

• In recent years, Elastic has prioritized the growth of Elastic Cloud, its fully managed SaaS 
offering available on AWS, Microsoft Azure and Google Cloud. This shift has accelerated its 
revenue growth, with cloud-based deployments now making up more than 40% of total revenue. 
Because Elastic Cloud uses a consumption-based pricing model, its revenue scales with 
customer usage, creating strong incentives for adoption and expansion.

• Elastic’s platform supports three main use cases. In observability, it offers tools for log 
analytics, metrics, application performance monitoring (APM) and user experience monitoring—
critical for managing complex cloud-native environments. In security, it powers modern SIEM 
and endpoint detection and response (EDR) solutions, helping organizations detect and 
respond to threats in real time.

Competitive Landscape
Navigating a crowded cloud market

• The company’s competitive advantage stems from the flexibility and scalability of its platform, 
the breadth of use cases it can support from a single stack and strong developer mindshare 
cultivated over years of open-source adoption. However, Elastic operates in highly competitive 
markets, facing challenges from both specialized vendors such as Datadog and CrowdStrike as 
well as hyper-scalers offering native observability and security tools.

• Still, with increasing demand for real-time, AI-augmented insights, Elastic is well-positioned to 
play a central role in the convergence of search, analytics, observability and security in the 
enterprise software landscape. Its ability to unify these functions within a single scalable 
platform gives it a unique strategic advantage as enterprises seek to consolidate tooling and 
reduce operational complexity.
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Technology Coverage Group | Mazen Sadat | Elastic NV

• In the observability space, Elastic faces significant competition from Datadog, which has 
established itself as the category leader in cloud-native monitoring with a deeply integrated 
platform and strong go-to-market execution. New Relic and Dynatrace also compete 
aggressively by offering full-stack observability solutions with AI-driven insights and robust UI 
layers.

• These players often benefit from more intuitive user experiences and streamlined onboarding 
processes, posing a challenge to Elastic’s more developer-centric interface. While Elastic’s 
platform is powerful, it requires greater customization which can slow down time-to-value.

• This dynamic creates pricing pressure and highlights the importance of differentiation through 
multi-cloud flexibility, user experience, and advance analytics features. To remain competitive, 
Elastic must continue to innovate around AI-driven insights, user-centric design, and integrations 
that reduce friction in complex environments.

Valuation Summary
Limited near-term upside

• Elastic N.V. currently trades at a forward EV/Revenue multiple of approximately 6.5x, 
positioning it below premium SaaS peers like Datadog and CrowdStrike and slightly above 
slower-growth players like Splunk and New Relic. This relative multiple reflects the market’s 
view of Elastic as a high-potential platform with strong open-source roots.

• We project Elastic to reach $2.1 billion in revenue and $292 mill ion in unlevered free cash flow 
by FY2029, implying a 5-year revenue CAGR of approximately 9% and a free cash flow margin 
of ~13.9%. After adjusting for net cash and an assumed share count of ~120 mill ion, this yields a 
2029 price target of $92.49.

• At a current share price of $79.58, our target implies a 5-year upside of approximately 16.2% or a 
3.0% CAGR. This modest return profile suggests the stock is fairly valued in the near term with 
upside largely dependent on consistent execution, improved operating leverage and durable 
mid-single-digit revenue growth.

• While Elastic remains a differentiated platform with exposure to several large and growing 
markets—including observability, cybersecurity and enterprise search—competitive intensity and 
the complexity of its product stack may constrain re-rating potential.

• We assign a Hold rating reflecting limited near-term upside from current levels but recognizing 
Elastic’s strategic positioning and improving financial profile. For long-term investors comfortable 
with moderate growth and moderate risk, Elastic remains a credible compounder with optionality.

Sources: Bloomberg, YahooFinance

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

Operating Model

2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

Revenue $862 $1,069 $1,267 $1,421 $1,549 $1,759 $2,015 $2,121 

% Growth 24% 19% 12% 9% 14% 15% 5%

EBITDA (86) (162) (105) (117) (84) (14) 45 145 

% Margin -10% -15% -8% -8% -5% -1% 2% 7%

EBIT (166) (182) (123) (141) (101) (37) 15 62 

% Margin -19% -17% -10% -10% -7% -2% 1% 3%

NOPAT (180) (193) (137) (153) (110) (40) 16 67 

Depreciation and Amortization 80 20 18 15 18 21 24 27 

Deferred Taxes & Investment Tax Credit (2) (2) (217) 5 7 8 9 10 

Other Funds 152 289 322 254 254 254 254 254 

Funds From Operation 50 114 (14) 121 169 243 303 358 

Receivables (62) (46) (64) (57) (57) (57) (57) (57)

Inventories - - - - - - - - 

Accounts  Payable 21 6 (10) 6 6 6 6 6 

Other Assets/Liabilities (24) (8) 1 (10) (10) (10) (10) (10)

Change in Working Capital (66) (48) (72) (61) (61) (61) (61) (61)

Capital Expenditures (7) (3) (3) (5) (5) (5) (5) (5)

Unlevered Free Cash Flow ($23) $64 ($89) $55 $103 $177 $237 $292 

2%

98%

Elastic NV Market Share Percentage

6.5x

10x

12x

7x

4x

Elastic Datadog CrowdStrike Dynatrace New Relic

Revenue Multiples Amongst Peers

8.3x Average Revenue Multiple

Elastic = 2% vs 98% Rest
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Revenues & EBITDA ($M)

Ticker vs. S&P-500 

Key Metrics Overview

Enterprise Value:  $7,542.49M

Revenue:  1.09x

UFCF:  $191.53M

EV/EBITDA:  30.35x

P/E:  45.16x
 
Upcoming Earnings Date: 10/30/2025

Rating:  BUY

Current Price:  $149.21

Price Target / Upside  $188.38 / 39.17

52-Week Price High / Low: $103.70 / $231.83

Shares O/S:  47.46M

OLED – 3Y – 3.6%

S&P-500 – 3Y – 2.6%

Universal Display Corp. (NASDAQ:OLED)

Executive Summary
Research, development and commercializing OLED technology

• Universal Display Corporation is an industry leader in the production, development and 
mainstreaming of organic light emitting diode (OLED) tech and all the compartments used in 
each product. 1994 marked the foundation of the company and now has over 6,500 patents that 
are issued and already in place. It’s energy and eco friendly PHOLED design is highly efficient 
and was a breakthrough in the industry. 

• Started as an R&D startup working on mainly display panel manufacturing, to now today with 
their tech in virtually every OLED product in the world. Their headquarters resides in New 
Jersey, with international offices in China, Hong Kong, Ireland, Japan, South Korea and 
Taiwan. They have long established their position as a leader in the OLED industry. 

• The main products we see in their business model are, nearly all OLED tech such as 
smartphones and smartwatches. This also pans to TVs from major partners like Samsung and 
LG. New projects as well are phosphorescent technology in OLED lighting and with the demand 
in efficient lighting products, are poised to fuel the company's growth. 

• With tremendous growth opportunities highlighted by the company, even with the everchanging 
tariff developments, they have been unaffected by them up to this point. With a strong supply 
chain and large global presence, they have navigated through volati lity concerns before and see 
little problems ahead in the emerging market. 

Technology | Will Walker | Universal Display Corp. 

19.85 % CAGR 

OLED Market Size Forecast (in billion USD)

Business Overview
High growth opportunities with focus on transitioning from old technology

• The long and short-term trajectory of the OLED market is in very good hands. From a high 
level, there are expansion possibilities in the IT, automotive and foldable phone markets in the 
near future. The OLED smartphones are looking at a forecasted 6% YoY growth to 848 mill ion 
units, the IT units are expected to increase 16% YoY to 27 mill ion units and TVs are expected to 
grow 4.5% YoY growth to 7.1 mill ion units. 

• By 2026 alone, the smartphone segment is expected to grow to $28 billion with a market share 
of just below 50%. Another increase in the consumer electronics and automotive display 
segment with 15% and 13% growth rates respectively. This is also paired with an increase in 
average unit price of $50 from all products sold. Although we will see a decrease in prices of the 
TV sector, Capex has been trending down with a more condensed supply chain. 

• The biggest tell of where this business is headed is focused on the booming market that OLED 
is today and will be. The chart on the right shows the increase from $38 billion in 2022 to a 
staggering $213 billion in a little under 10 years time. The display sector was 82% of their 
business in 2022, then only just led in market share a year later for the first time.  

• For more insight on their technology, OLED, AMOLED and QLED, are beginning to replace the 
outdated LCD tech. As LCD starts to phase out, Universal Display Corp continues to develop 
new tech as well as improve their production as well. It is essential in many industry leading 
products today such as the iPhone 15 and other high-quality smartphones. A high growth 
segment that has yet to fully take off is the foldable displays that when perfected are nearly only 
produced with OLED technology 

Competitive Landscape
Prime market share position and strong partnerships

• For a competitive outlook, it is important to note that OLED is much larger than many of the 
other competitors in the same mid-cap realm. The main competitors include Sumitomo 
Chemical, Mitsubishi Chemical, Camtek and Idemitsu Kosan. Camtek being the closest in price 
at $95.45 is still nowhere near the size and ability to compete with Universal Display Corp.

• Moving into the strengths of the company as has been stated in the overview before, OLED is a 
pioneer in the organic light-emitting diode technology. This is important from a market share 
aspect and their extensive portfolio of assets allows them to keep this control for many years to 
come. They have built and maintained strong relationships with Samsung, LG and others on the 
smaller side. With direct connection to just these two major companies, it shows the 
collaboration and ability to stay in control for many years to come. 
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Technology | Will Walker | Universal Display Corp. 

• Although the company does not seem to be worried about the tariff affects at least for now, with 
61.4% of revenue being in Korea and Japan at their facility locations, it is tough to tell how this 
will come into play as the tariffs continue to be extremely volati le. With their large and diversified 
supply chain, the company has made it clear that they have weathered these storms before.

• Taking a look to the right, there are many locations outside of the US. While Korea leads in 
production based on the sheer size of their plants, Japan has the most locations around the 
country. It will be interesting in the coming months to see the adjustments made in the supply 
chain or if we see any major development happening in the US. From a convenience standpoint, 
most of their partnerships produce in the same areas making it easy to transfer between 
locations.

Valuation Summary
Strong predictable cash flows and an ever-growing market 

• The easiest place to start is the strong predictable cash flows from the major partnerships with 
Samsung and LG. This allows for a baseline projection over however many years to come. This 
is the strongest driver in their revenue holding 56.4% to the OLED tech sales in these 
partnerships and to other vendors as well. That number is equivalent to $365 mill ion for 2025 
and experienced a 13.5% YoY growth.

• This leads into taking a look at the company’s intrinsic value that was modeled out. To the right 
the price today and a price target based on the future cash flows. With an increase of 5% 
revenue over the coming years, which is on the conservative side, it predicts at $44 increase in 
share price. Even with high R&D costs, the Capex is relatively low on a production basis. When 
always improving tech in this rapidly growing market, it is not out of the ordinary to see high 
R&D costs. 

• On the most recent earnings call, UDC reported an EPS of $1.41 which beat expectations by 
20.5%. This is the second quarter in a row they have beat earnings and they narrowly missed by 
$0.12 the quarter before. They also announced an increase in the automotive market as well as 
consumer electronics as well. 

• Net income in Q2 increased from $52.3 mill ion to $67.3 mill ion just a year ago as a result of their 
top line expansion and growth. Material sales were down a little under $8 mill ion from the year 
prior, but revenues from licensing and royalties were up from $58.6 mill ion to $75.7 mill ion. This 
is just further proof of UDC’s ability to keep steady production while expanding their business in 
less capital-intensive ways. This has brought Capex down and helped boost earnings even with 
the tariff uncertainties. 

Sources: Bloomberg, YahooFinance, FactSet, Electro IQ

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 

Operating Model

2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

Revenue $               616.62 $               576.43 $               647.68 $               680.07 $               714.07 $               749.78 $               787.26 $               826.63 

% Growth -7% 11% 5% 5% 5% 5% 5%

EBITDA 305.16 304.95 342.19 383.93 417.93 453.63 491.12 530.49

% Margin 49% 53% 53% 56% 59% 61% 62% 64%

EBIT 251.31 199.21 222.72 272.49 297.08 322.90 350.00 378.47

% Margin 41% 35% 34% 40% 42% 43% 44% 46%

NOPAT 193.14 157.05 172.67 222.37 246.95 272.77 299.88 328.34

-

Depreciation and Amortization 35.81 31.80 36.74 34.78 34.78 34.78 34.78 34.78

Deferred Taxes & Investment Tax Credit 58.17 42.16 50.05 50.13 50.13 50.13 50.13 50.13

Other Funds - - - - - - - -

Funds From Operation 93.98 73.96 86.79 84.91 84.91 84.91 84.91 84.91

Receivables 14.98 (47.19) 26.20 (2.00) (2.00) (2.00) (2.00) (2.00)

Inventories (49.06) 7.43 (7.14) (16.26) (16.26) (16.26) (16.26) (16.26)

Accounts  Payable 3.34 4.05 10.36 5.91 5.91 5.91 5.91 5.91 

Other Assets/Liabilities (103.55) (67.79) (54.72) (75.35) (75.35) (75.35) (75.35) (75.35)

Change in Working Capital (134.30) (103.51) (25.30) (87.70) (87.70) (87.70) (87.70) (87.70)

Capital Expenditures (42.50) (59.79) (42.64) (48.31) (48.31) (48.31) (48.31) (48.31)

Unlevered Free Cash Flow 110.33 67.71 191.53 171.27 195.85 221.67 248.78 277.24
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Technology | Will Walker | Universal Display Corp. 

• Although the company does not seem to be worried about the tariff affects at least for now, with 
61.4% of revenue being in Korea and Japan at their facility locations, it is tough to tell how this 
will come into play as the tariffs continue to be extremely volati le. With their large and diversified 
supply chain, the company has made it clear that they have weathered these storms before.

• Taking a look to the right, there are many locations outside of the US. While Korea leads in 
production based on the sheer size of their plants, Japan has the most locations around the 
country. It will be interesting in the coming months to see the adjustments made in the supply 
chain or if we see any major development happening in the US. From a convenience standpoint, 
most of their partnerships produce in the same areas making it easy to transfer between 
locations.

Valuation Summary
Strong predictable cash flows and an ever-growing market 

• The easiest place to start is the strong predictable cash flows from the major partnerships with 
Samsung and LG. This allows for a baseline projection over however many years to come. This 
is the strongest driver in their revenue holding 56.4% to the OLED tech sales in these 
partnerships and to other vendors as well. That number is equivalent to $365 mill ion for 2025 
and experienced a 13.5% YoY growth.

• This leads into taking a look at the company’s intrinsic value that was modeled out. To the right 
the price today and a price target based on the future cash flows. With an increase of 5% 
revenue over the coming years, which is on the conservative side, it predicts at $44 increase in 
share price. Even with high R&D costs, the Capex is relatively low on a production basis. When 
always improving tech in this rapidly growing market, it is not out of the ordinary to see high 
R&D costs. 

• On the most recent earnings call, UDC reported an EPS of $1.41 which beat expectations by 
20.5%. This is the second quarter in a row they have beat earnings and they narrowly missed by 
$0.12 the quarter before. They also announced an increase in the automotive market as well as 
consumer electronics as well. 

• Net income in Q2 increased from $52.3 mill ion to $67.3 mill ion just a year ago as a result of their 
top line expansion and growth. Material sales were down a little under $8 mill ion from the year 
prior, but revenues from licensing and royalties were up from $58.6 mill ion to $75.7 mill ion. This 
is just further proof of UDC’s ability to keep steady production while expanding their business in 
less capital-intensive ways. This has brought Capex down and helped boost earnings even with 
the tariff uncertainties. 

Sources: Bloomberg, YahooFinance, FactSet, Electro IQ

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 
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% Margin 41% 35% 34% 40% 42% 43% 44% 46%
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-

Depreciation and Amortization 35.81 31.80 36.74 34.78 34.78 34.78 34.78 34.78

Deferred Taxes & Investment Tax Credit 58.17 42.16 50.05 50.13 50.13 50.13 50.13 50.13
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∙ MACOM competes with other companies in the semiconductor technology industry like Qorvo, 
Skyworks Solution and Analog Devices, specifically in the RF and microwave section of their 
operations. Though these competitors distribute  their products on a larger scale, MACOM 
emphasizes and focuses on creating high performance, quality of technology, and reliability that 
is both standard and customizable for their consumers’ needs. 

∙ MACOM’s ability to cater to diverse markets, but specifically satell ites and optical networks that 
exist in a long-cycle market, allows for more stable margins and comparatively lower pricing 
pressure unlike its competitors. In addition, their deep-rooted understanding of semiconductors, 
especially GaN, and consistent demand drivers allows itself to continue growing alongside the 
integration of AI, defense advancements, and improved satell ite communication. 

Valuation Summary

∙ MACOM faces multiple risks in areas such as operations and supply chain, demand, regulatory 
policies and restrictions domestically and internationally, and competition in the tech industry. 
MACOM faces risk in the semiconductor industry as it is cyclical and can be subject to downturn 
as result of the rapid changes in the technology. In addition, MACOM relies on a few number of 
individuals on both ends with their dependence on limited suppliers and few number of weighty 
customers that are responsible for making up a major part of the company’s revenue. 

∙ Not only does MACOM face risk in its supply and demand, but also financials with investors. 
The cyclical nature of the semiconductor industry makes it difficult to accurately satisfy and 
exceed quarterly or annual benchmarks consistently, which can be responsible for decline in 
stock price with earnings date. Investors also draw concern with MACOM ability to compete with 
the threat of geopolitical tensions and competition with China, which has continued  the “chip 
war” battle in manufacturing semiconductors. The domination of China in the semiconductor 
industry pose as competition to not only MACOM, but the U.S. semiconductor industry.

∙ Despite these risks and the overweight valuation of MACOM’s stock, investors are optimistic 
about MACOM’s ability to stay at the forefront of semiconductor leadership, especially as the 
industry moves into continually investing their R&D to innovation that drives the semiconductor 
space to develop and adapt to the integration of AI and newfound technology into the industry. 
MACOM’s strong profitability with double-digit revenue growth, customer base servicing high 
demand markets like 5G framework, data centers and defense, and trust in the continual 
forefront of MACOM’s technology in a growing industry makes MACOM a moderate buy rating. 

Sources: YahooFinance, Wall Street Journal, MACOM, SEMI, Deloitte

The information provided in this equity research report has been prepared solely for educational purposes and should not be interpreted as professional financial 
advice or a recommendation to buy, sell, or hold any securities. The analysis and opinions expressed within are the result of academic research conducted by 
Stanton Research Group and are not intended to serve as a basis for investment decisions. Stanton Research Group, its members, and contributors do not 
guarantee the accuracy, completeness, or timeliness of the information presented. Readers are advised to consult with a licensed financial professional before 
making any investment decisions. 
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