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Rheinmetall ($SRHM): Exceptional Growth at a Full
Price — Evaluating the Defense Giant’s Valuation
Premium

Executive Summary

Rheinmetall AG currently stands at the structural center of Europe’s security realignment, evolving
from a traditional industrial manufacturer into an indispensable pillar of NATO’s continental defense
architecture. This transformation sits at the heart of a tension we, as long-term strategists, know well
from prior high-growth industrial cycles: the operational story is outstanding, yet the market valuation
now demands almost flawless execution.

We are watching a classic capital cycle play out. Massive geopolitical necessity is pulling capital into
the sector at unprecedented speed, but market enthusiasm may be running ahead of the industrial
cash-flow reality. The sophisticated investor is left with a clear, if uncomfortable, conclusion: $RHM is
a high-conviction business currently trading with virtually no margin of safety.

This is arguably the most important industrial story in Europe today, encapsulating the shift from a
“peace dividend” world to one defined by urgent, compulsory re-armament. However, at today’s price,
the stock is effectively discounting a 2030-type earnings profile right now, leaving little room for the
inevitable friction that comes with scaling a global manufacturing footprint of this size.

MoatPeak Verdict: HOLD / TAKE PROFITS Quality Rating: 7.7 / 10 Moat Rating: 8.4 /
10 Current Price (Jan 9, 2026): €1,835 Blended Fair Value: €932 Growth-Adjusted Entry
Range: €1,400 - €1,700

This European dynamic is tightly linked to global capital flows and US defense benchmarks.
Movements in $RHM are now creating a visible ripple effect across the transatlantic defense corridor.

Impact on US Markets and Defense Peer Correlates

A German defense leader like $RHM is no longer a regional curiosity; it is emerging as a primary
barometer of the global re-arming capital cycle and increasingly influences the entire US defense
complex. For a US-centric portfolio, we view $RHM as the closest thing to a “pure-play” on Europe’s
push for Strategic Autonomy.

Historically, US giants dominated the export landscape. That is changing. The policy tilt toward
European-made systems—driven in large part by companies like Rheinmetall—is introducing a
competitive friction that US investors cannot ignore.

The main difference between $RHM and US peers such as $LMT (Lockheed Martin), $GD (General
Dynamics), and $RTX (Raytheon) lies in the velocity of growth and the regional nature of the
land threat. While the broader US defense sector grows at a median rate of roughly 4.5%,
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Rheinmetall is projected to grow at an extraordinary 37.2% CAGR through 2030, almost eight times
the sector average.

That growth premium is exactly why $RHM currently trades at a P/E of 83.1x, versus a sector
median of 22.5x. This extreme multiple makes the stock exceptionally sensitive to the interest-rate
environment. In 2026, German Bund yields are the key benchmark; with a risk-free rate of 2.83%, any
upward pressure on our calculated 8.92% WACC (Weighted Average Cost of Capital) could drive
sharp valuation compression. If yields rise and the WACC moves toward our Bear Case of 10.42%, the
valuation mathematics deteriorate quickly.

US defense names such as $LMT and $GD are trading at more mature, grounded multiples and have
shown correspondingly lower volatility. $RHM, by contrast, is behaving like a “growth-at-any-price”
darling, moving more like a technology hyperscaler than a traditional manufacturer. This is less a
coincidence than a direct reflection of the regional catalysts reshaping the European security theater.

European Landscape and Global Macroeconomic Connectivity

Europe’s fiscal stance is undergoing a once-in-a-generation shift away from the old “peace dividend”
mindset. The transition toward a structural 2-4% of GDP defense spend across the Eurozone has
fundamentally reset the capital cycle in defense. Unlike technology or consumer-driven sectors, where
capital ebbs and flows with sentiment and tastes, defense spending is now being underwritten by
sovereign necessity.

Viewed through a Capital Cycle Theory lens, today’s elevated Returns on Capital (ROC) are attracting
aggressive new capacity. Rheinmetall’s plan to build 13 factories in parallel is the physical
expression of that cycle—and the prelude to a later normalization once capacity finally catches up to
demand.

The impact of this defense CapEx wave is visible not only in single names, but also in broad indices like
the $DAX, and it carries clear implications for the euro and for European industry more broadly. As
Germany and its neighbors lock in multi-decade procurement programs, the industrial supply chain is
being structurally re-routed.

One of the clearest indicators is the scramble for 155mm artillery ammunition. This is more than a
narrow military statistic; it is a proxy for energy usage, heavy industrial activity, and raw material
prioritization in the Eurozone. Scaling from a historical European capacity of around 300,000 shells
per year to 1.5-2 million shells annually demands enormous energy inputs and complex logistics.
Rheinmetall thus becomes both a major consumer of Eurozone energy and a bellwether of industrial
supply-chain health.

As we move from this macro lens down to the ticker level, understanding the internal dynamics across
Rheinmetall’s divisions becomes critical for identifying where value and margins are actually being
created.

Sectoral Dynamics and Ticker-Level Intelligence
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The defense industrial landscape is clearly bifurcating. While “Vehicle Systems” remains the public
face of Rheinmetall—anchored by platforms like the Leopard 2, Puma, and Lynx—the real margin
engine is increasingly the “Weapon & Ammunition” segment.

This unit is targeting EBITDA margins of 20% by 2030, up from current levels of around 15.5%.
Demand for 155mm artillery shells and air-defense systems is delivering a more standardized,
higher-margin revenue stream than the more complex, long-cycle production of heavy vehicles. At the
same time, those vehicle platforms remain strategically indispensable, serving as anchors for
long-duration service, upgrade, and modernization contracts—revenue streams that, once established,
can stretch over decades.

When we place $RHM alongside European peers, the differences in growth and valuation come into
sharp focus. $BA.L (BAE Systems) offers exposure to the same re-armament trend but with a more
measured growth profile and a valuation that reflects a mature industrial franchise rather than a
hyper-growth story. Its order backlog is solid, but it does not match Rheinmetall’s 37.2% CAGR
trajectory.

Similarly, $LDO.MI (Leonardo) benefits from the same top-down defense spending tailwinds but
lacks Rheinmetall’s dominant position in land-based systems and ammunition—precisely the areas
that NATO currently treats as the highest-priority “Strategic Necessity.”

Within this context, Rheinmetall’s €64 B backlog becomes the defining pillar of the bull case. This
figure equates to roughly seven years of visible revenue, a level of forward visibility that is rare in
industrials. Yet we must still ask the hard question: does seven years of visibility justify a 269%
P/E premium over the sector median?

On a growth basis, the PEG ratio of 2.24x suggests the stock is “fairly valued” relative to its ~37%
projected growth. But that assumes the growth arrives largely free of industrial friction, which is
rarely how large-scale manufacturing rollouts actually unfold. This is where the under-discussed
risks—the “Grey Rhinos”—enter the picture.

The “Grey Rhinos”: Underevaluated Signals and Risks

The single largest Grey Rhino for $RHM is the execution risk embedded in its expansion strategy.
Attempting to build 13 factories simultaneously across countries such as Germany, Hungary,
Romania, and Lithuania is a feat with very few historical parallels in Europe’s recent industrial history.

We see a high likelihood of CapEx overruns and labor bottlenecks as Rheinmetall tries to scale its
workforce by several thousand employees in what is already a tight European labor market. A delay of
even six to twelve months in any major facility could disrupt the path to the company’s 2030
revenue target of €50B.

There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting.
Current pricing assumes a sustained high-intensity conflict environment. If conditions shift to a
“frozen conflict” or a more stable diplomatic equilibrium in Ukraine, the sense of urgency among
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European policymakers could soften. While the €64B backlog would provide some protection,
political priorities could swing back toward social spending, leading to contract stretching,
reprioritization, or in extreme cases, cancellations. That kind of shift could trigger severe multiple
compression, pulling the stock back toward its far lower DCF-based fair value.

The Alpha & Omega:
Exceptional Quality,

Dangerous Price a HOLD /

Current Price (Jan 9, 2026) Fair Value Range [
€1,835 €1,400 - €1.700 ® TAKE
Premium | Downside Risk (DCF) 9 P R O F I T

+8% to +31% ~B60% (Base Case)
above fair value

The Big Idea: Rheinmetall is an exceptional growth story (Quality Score 7.7/10) priced
for perfection. It is critical NATO infrastructure trading without a margin of safety.

Paradox: Operational Reality is 13 new factories and €64B backlog vs.
Financial Reality of Negative FCF (-€813M) in 2025.

Figure 1. Slide 2

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

The 2026 Context:
A World Rearmed

3|l Order Backlog: €64B
(~7 years of revenue visibility)

The Ammo Crisis: 155mm
production ramping from
~300k to ~2M/year

Market Growth: Land
systems market expanding
to €80-100B by 2030

RHM is the #1 supplier for Continental Europe (Leopard 2, Puma, Lynx platforms).
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Figure 2. Slide 3

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Business Quality Scorecard: The Moat is Wide

Overall Quality: 7.7/10

Financial Health

Profitability: 8.6/10 | @ Moat Strength: 8.4/10 ROE: (vs Sector ~15%)
Net Margin: (vs Sector ~8%)

Growth Score: 8.8/10

The Architect of European Security. Dominance secured by high barriers to entry and scale.

Figure 3. Slide 4

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

The Growth Engine: Path to €50B Revenue

€50B
(2030)

EBITDA Margin
Target: 20%

€10.3B €3.5B
(2025)

Implied 6x EBITDA growth (€1.6B to €10B). Tech-level growth in an Industrial sector.

Figure 4. Slide 5
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Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

The ‘Valley of Death’: Operating Cash Flow Analysis

€3B
(Harvest)

FCF Inflection Point -,

v

CapEx peaks at 8.9% of revenue (€917M) in 2025.
Investors must bridge the gap between spending today

-€813M and harvesting in 2029.
(Peak CapEx)

2029

Figure 5. Slide 6

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Valuation Conflict: Growth vs. Value

PEG Ratio: 2.2

Growth Premium:
CAGR

P/E Ratio: 83.1x (Sector 22.5x)
EV/EBITDA: 55.2x (Sector 14.4x) =
Fair Value: ~€718 \ .

Market is ignoring Value to chase Growth. PEG ratio of 2.24x suggests
price is rational only if growth targets are perfectly met.

Figure 6. Slide 7
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Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Institutional Precision

Scenario Analysis: Asymmetric Risk Profile

Bear Case (25% Prob) — Bull Case (25% Prob)

Target: €380 (-79%) Target: €718 (-61%) Target: €1,260 (-31%)

Trigger: Geopolitics cool, Trigger: Execution on Trigger: Perfect execution,
factory delays. track, multiples compress FCF compounds early.
to normal.

im o

CRITICAL: Even the Bull Case DCF (€1,260) is below the current market
price (€1,835). The Growth Premium is unsupported by cash flows.

Figure 7. Slide 8

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Valuation Sensitivities & Drivers

DCF Sensitivity to Key Assumptions
Terminal Growth Rate KEY STAT

of DCF value is derived
8.9% €760 €875 €1,010 from Terminal Value

) WACC Used: 8.92%
10.4% €380 €420 €475 (Risk-free 2.83%, ERP 6%)

A CRITICAL: RHM is a ‘long duration’ asset. Highly sensitive to long-term interest rates.

Figure 8. Slide 9
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Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Institutional F i

Risks & Invalidation Triggers

0 1. Execution Risk: The Factory Sprint. 13
new plants. Any delay = revenue miss.

A 2. Geopolitical Pivot: If Ukraine war resolves or EU
budgets shift to social spending, backlog vanishes.

A 3. Valuation Compression: Priced for perfection.
Any earnings miss triggers sharp de-rating.

A 4. Operational Bottlenecks: Supply chain
constraints on critical components.

Figure 9. Slide 10

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Catalysts: The Next 6 Months

Q4 2025 Earnings 2026 Guidance Factory Updates

)
Must see Order Intake Need confirmation of Proof of commercial
€12-15B+. 25-30% revenue production start.
growth.

Strong intake could push price to
Weakness opens trapdoor to €1,600.

Figure 10. Slide 11
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Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Portfolio Decision Checklist

¢ Value Investor:

(Multiples too high). >€1,800:

No Go Zone

@ - Growth Investor: HOLD. o0 S to0:
P A Accumulation Zone
B - New Capital: WAIT.
(Risk/Reward unfavorable). <€1,200:
Back Up The Truck

Figure 11. Slide 12

Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

Final Verdict: Right Company.
Wrong Price.

10 3/10 5/10

: . (Neutral)
Quality Valuation Conviction

We are witnessing a high-quality business in a historic growth phase, but
the market has priced in the victory. Strategy: Wait for the pull-back.

Figure 12. Slide 13
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Key takeaway: There is also a clear Geopolitical De-escalation Risk that the market appears to be discounting. Current
pricing assumes a sustained high-intensity conflict environment.

We also need to confront the negative free cash flow (FCF) profile. The forecast FCF of -€813M in
2025 underscores that the market is currently embracing a “Growth-at-any-Price” narrative, treating
$RHM more like a high-growth software name than a capital-intensive industrial. In a world of higher
interest rates, this is a dangerous misalignment. Persistent negative FCF raises the effective cost of the
very capacity build-out that needs to succeed to justify today’s share price.

We have incorporated these risks directly into our scenario work to frame a realistic range of
fundamental outcomes.

MoatPeak Scenarios and Probability Weighting

We apply inversion and second-order thinking to stress-test the $RHM investment case, pushing
beyond straightforward growth extrapolations to focus on where and how the narrative could fail.

We focus on specific “Invalidation Points” that would justify moving from our Base to our Bull
perspective. To upgrade, we would want to see sustained quarterly order intake above €12B-
€15B, accompanied by the on-time commissioning of the first three major new factories.

Conversely, a failure to hit those milestones—or meaningful budget overruns and construction
delays—would tilt our assessment toward the Bear Case. Even under our Bull assumptions, however,
the current price of €1,835 still sits materially above our €1,260 Bull Case fair value, signaling a
significant valuation stretch.

MoatPeak Insights: Connecting the Dots

Looking through the lens of the full capital cycle, we see a clear disconnect: the company is
fundamentally “right,” but the stock price is currently “wrong.”

We encourage investors to treat the FCF inflection around 2028 as the “Holy Grail” of this story.
Until then, Rheinmetall is primarily a consumer of capital, not a generator. For a disciplined investor,
resisting the urge to overpay for that future inflection—especially at an 83x P/E—is both the hardest
and the most important decision.

There is also a reflexive dynamic at work. A high share price is helping Rheinmetall draw in capital and
political backing for its 13-factory build-out. Should the stock correct sharply, that same political will
and investor enthusiasm could erode, undermining some of the assumptions embedded in today’s
valuation and potentially creating a negative feedback loop. In other words, the price is partially
trying to “create” its own fundamentals.

In navigating this, we must separate FACT from ASSESSMENT:

e e [tisa FACT that $RHM holds a €64B backlog and functions as a critical security asset for Europe
and NATO.

e o ]tis our ASSESSMENT that the stock currently offers no margin of safety, and that the market
has already priced in a near best-case 2030 scenario.
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This leads directly to the valuation paradox we observe. Our DCF framework yields a fair value of
€718, grounded in discounted cash flows. A PEG-based lens, which reflects the market’s readiness to
pay up during structural shifts, suggests a growth-adjusted range of €1,400-€1,700. Our Blended
Fair Value of €932 is designed to act as a conservative anchor amid this overheated environment.

Strategic Implications for the Retail Investor (The 2026 Horizon)

Looking out over 2026, we see a year defined more by “transition” than “triumph.” Newsflow around
new contracts is likely to continue, but it will increasingly collide with the realities of construction
timelines, labor scarcity, and heavy CapEx.

At the current price of €1,835, the most candid advice we can offer is HOLD / TAKE PROFITS. For
those who have already benefited from the rally, we view locking in gains above €1,900 as a prudent
way to protect capital ahead of a potential valuation normalization. The more disciplined route is
seldom the most popular, but it is usually the one that preserves long-term wealth.

We identify €1,400-€1,600 as the “Ideal Entry Zone.” In that band, the underlying risk/reward
profile starts to look compelling again. At €1,500, we see a viable path to a €2,200-€2,500 outcome
post-2028, once the FCF inflection is established. That implies a potential 47-67% return, finally
reintroducing the margin of safety that is missing today.

In our view, $RHM should be approached not as a short-term speculation, but as a live case
study in disciplined investing. Rheinmetall is a world-class business temporarily caught in a
valuation bubble driven by geopolitical urgency. The real success will accrue to investors who resist
chasing the peak and instead wait for the capital cycle to cool and for the market to once again price in
a reasonable margin of safety.

Be patient, stay objective, and keep your focus on the cash-flow trajectory—not just the headlines.

MoatPeak Independent Research
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MoatPeak —— Independent Research
MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to helping investors navigate complex
market regimes through scenario-based analysis, institutional synthesis, and disciplined risk frameworks.
Our research integrates insights from global investment banks, asset managers, and macroeconomic data sources, translated into
clear, actionable perspectives for long-term, strategic investors.
MoatPeak is not affiliated with any financial institution, broker-dealer, or asset manager.

Important Disclosures & Disclaimer
"This report is provided for informational and educational purposes only and does not constitute investment advice, a
recommendation, an offer, or a solicitation to buy or sell any securities, financial instruments, or investment products.

All views expressed reflect the author’s judgment at the time of publication and are subject to change without notice. Past
performance is not indicative of future results. Investing involves risk, including the potential loss of principal.
MoatPeak does not provide personalized investment advice and does not consider the investment objectives, financial situation, or
specific needs of any individual reader. Readers are encouraged to conduct their own research and consult with professional advisors
before making any investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available sources and third-party
materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or timeliness of the information
provided.

Intellectual Property & Usage
© 2026 MoatPeak. All rights reserved.
This report, including its content, structure, analysis, charts, and visual elements, is the intellectual property of MoatPeak and may
not be reproduced, redistributed, or transmitted, in whole or in part, without prior written permission.
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Figure 13. MoatPeak — Independent Research
Key takeaway: MoatPeak Independent Research
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