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EXECUTIVE SUMMARY: THE SIGNAL ABOVE THE NOISE

In a market dominated by rapid capital rotation and an overwhelming Al hype cycle, we at MoatPeak
believe that real, durable value is found in structural resilience and elite engineering, not in short-lived
narratives. $EPAM is no longer the high-growth speculative story of the 2010s; it has evolved into a
mature, strategically important business navigating a challenging capital cycle.

While the market often reduces $EPAM to a generic IT outsourcer, we view it as a high-value
engineering partner embedded deep within the operating fabric of the Fortune 500. Our thesis is
grounded in Quality at a Reasonable Price. We see a fortress balance sheet, what we call a Moat Navy
profile: 1.065 billion dollars in net cash and a negligible debt-to-EBITDA ratio of 0.20x. In our view,
this financial strength is being underappreciated by a market fixated on short-term margin noise
instead of long-term strategic positioning.

Business Model: The Digital Engineering “Sweet Spot”

Commoditized Strategy
Outsourcing EPAM Svstems Consulting
(Low Margin) (High Cost/Drag)

I
Digital Engineering &
Transformation Tools

Revenue: Focus: Advantage:

$5.3B Total » Digital Services (Cloud, Operating Leverage.
Platform Eng), Custom Incremental revenue drops
Software, Managed Services. directly to profit.

Key Insight
Unlike Accenture, no low-margin legacy consulting drag.

Figure 1. Business model: Digital engineering “sweet spot”
Key takeaway: We view EPAM as a high-value engineering partner embedded in the operating fabric of the Fortune 500, not
a generic IT outsourcer.
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Financial Health: The Fortress Balance Sheet
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Existential risk removed. Capital accumulation for M&A and returns, not survival.

Figure 2. Financial health: the fortress balance sheet

Key takeaway: Net cash of $1.065B and 0.20x debt/EBITDA underpin rate resilience and strategic optionality across the
capital cycle.

Our core insight is the divergence between sentiment and reality. On the surface, a price-to-earnings
ratio of 32.2x, representing a 35 percent premium to the peer median of 23.8x, suggests that §EPAM is
expensive. Yet the enterprise value to EBITDA multiple of 12.1x, versus a sector average of 14.3x, tells
a different story: investors are effectively paying up for balance-sheet security while still getting the
operating business at a discount.
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Relative Valuation: The Multiples Disconnect

P/E Ratio (Premium) EV/EBITDA (Discount)

EZAZM C\rket pays up (T/larket ig
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23.8x

EPAM Peers EPAM Peers

The EV/EBITDA discount is the alpha signal. Quality at a Reasonable Price.

Figure 3. Relative valuation: P/E premium vs. EV/EBITDA discount

Key takeaway: The market pays a P/E premium for perceived quality, yet EV/EBITDA suggests investors are valuing the
operating business at a discount despite balance-sheet strength.

Based on our discounted cash flow framework, we see 12.6 percent upside to a fair value of 238.77
dollars. For serious, long-term investors, several elements stand out: $EPAM holds roughly 1.1 billion
dollars in cash, generates 353 million dollars in free cash flow, and sits in a privileged position as an
architect of the Al-native future, not just a participant.
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Investment Thesis: Three Pillars of Value

1. Margin Expansion 2. Fortress Protection 3. Valuation Asymmetry

EV/EBITDA

12x

Targeting 16.6% to 18.0%. $1.065B Net Cash. High P/E (32x) vs

. N Low EV/EBITDA (12x).
+140 bps expansion adds M&A optionality and .
~$84M EBITDA. downside buffering. Market discounts the
cash quality.
Alpha opportunity in the
EV/EBITDA spread.

Effectively +10% earnings A competitive advantage
with zero volume growth. during macro stress.

Figure 4. Investment thesis: three pillars of value

Key takeaway: Our thesis rests on margin expansion toward the 18% EBITDA target, fortress protection from net cash, and
valuation asymmetry driven by the multiples disconnect.

Market Status The Thesis

Ticker: SEPAM Quality at a Reasonable Price. Not a
$211‘99 deep value play, but a high-quality
(Jan 13, 2026) compounder trading at a discount to
Mkt Cap: ~$11.7B intrinsic value. A Fortress balance
sheet provides immunity to high

ACCUMULATE interest rates.

Key Metrics Valuation Summary

Revenue Growth: DCF Fair Value:
Net Cash: Upside:

FCF: $353 EV/EBITDA: 1.
Debt/EBITDA: O (vs Sector 14.3x)

Figure 5. Snapshot: key metrics and valuation summary

Key takeaway: Our DCF points to $238.77 fair value and 12.6% upside, supported by 14.2% YoY revenue growth and $353M
free cash flow.
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In our view, this is a company designed not only to withstand the current macro rotation, but to
capitalize on what we call Peak Green opportunities in the next digital cycle. To understand the full
picture, we must place this internal strength within the broader US macro and capital market context.

US MARKET IMPACT: EQUITIES, BONDS, AND THE DOLLAR

We treat $EPAM as a sensitive proxy for US corporate digital transformation budgets. Within the
ecosystems of the S&P 500 and Nasdagq, its performance reflects how willing enterprises are to fund
complex, often discretionary, engineering initiatives.

Today, 14.2 percent year-over-year revenue growth tells us that, despite a tightening macro backdrop,
demand for top-tier digital architecture remains intact. At a stock price of 211.99 dollars, $EPAM sits at
a critical junction. The elevated P/E multiple indicates that US investors still expect outperformance.
At the same time, the 16.9 percent year-to-date decline in EPS—driven primarily by stock-based
compensation and option dilution to retain elite talent—has introduced skepticism into the valuation.

We see this dilution as a second-order effect of the capital cycle: as Al engineering talent becomes
scarcer and more valuable, firms like $EPAM must spend more to preserve their moat, even at the
expense of near-term reported earnings.

The interest-rate and dollar environment further underscore $EPAM’s positioning. With a weighted
average cost of capital of 10.95 percent, supported by a 4.2 percent risk-free rate and a beta of 1.15,
the company exhibits notable rate resilience. Roughly 98.5 percent of its capital structure is equity,
and with an interest coverage ratio exceeding 100x, $EPAM is largely insulated from the rising cost of
debt currently constraining more leveraged IT services peers.

Methodology & Model Inputs

WACC Components Valuation Mix

Risk-Free Rate: 4.2% Capital Structure: 98.5% Equity.

Beta: 1.15 ; Blended Value: $239.60 (Avg of DCF, P/E,
EV/EBITDA).

Equity Risk Premium: 6.0%

Cost of Equity: 11.1%

Standard MoatPeak DCF Framework.
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Figure 6. Model inputs: WACC components and valuation mix

Key takeaway: We model a 10.95% WACC using a 4.2% risk-free rate and 1.15 beta, with a 98.5% equity-weighted capital
structure.

Valuation Methodology: DCF Deep Dive

Enterprise $+1C;th Equity Value WACC:

Target Price: ’ Growth:

$238 77 12% CAGR (5yr)

Terminal Value:

$8.7B

Enterprise Value Equity Value
(Derived from PV of FCF
+ Terminal Value)

Figure 7. DCF methodology: bridge to target price

Key takeaway: Our DCF framework supports a $238.77 target as cash and low leverage reduce financing risk in a higher-rate
environment.

In a bond market where $TLT volatility signals heightened uncertainty, we see $EPAM as a defensive
growth asset. Its minimal debt acts as a Moat Navy shield, enabling the firm to maintain its 10.95
percent hurdle rate without meaningful refinancing risk. This financial independence is a distinct
advantage when US corporates seek stable, long-term partners for multi-year digital transformation
programs.

Yet $EPAM is not purely a US story. While listed in the US, its operational heartbeat lies in more
complex geographies, bringing a different set of risks and opportunities into focus.

EUROPE AND GLOBAL MARKET IMPLICATIONS

$EPAM'’s global delivery model sits at the intersection of Eastern European engineering excellence and
Western capital and demand. Its origins and concentration of key delivery centers in Ukraine and
Belarus are not historical footnotes; they are central to the company’s risk and resilience profile.

The founder’s Ukrainian roots have helped cultivate a crisis-tested culture. The firm has continued to
operate through extraordinary geopolitical disruption, demonstrating organizational agility and
commitment. Nonetheless, we must be direct about the risks: we assign roughly a 5 percent tail risk to
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a further escalation in the region. While we see a low probability of total operational collapse, a severe
escalation could, in our view, trigger a 20-30 percent short-term drawdown in the share price as some
clients seek vendors with less geopolitical exposure.

To mitigate this, $EPAM has accelerated nearshoring into Mexico and broadened its footprint across
Western Europe and India. We view this as a rational and necessary response to investors’ demand for
operational and geopolitical diversification.

Despite these risks, $EPAM’s importance within global supply chains and the energy transition
remains a powerful tailwind. As Fortune 500 companies grapple with energy transition, supply chain
reshoring, and complex regulatory environments, they increasingly depend on high-end managed
engineering services, not merely cost-effective coding capacity. These engagements are typically
mission-critical, helping stabilize $EPAM’s revenue even during broader market dislocations.

This global positioning brings us to the competitive dynamics of the IT services sector and the way
capital is reallocating among its major players.

SECTORAL DYNAMICS AND SPECIFIC TICKERS TO MONITOR

We see the IT services sector undergoing a structural capital cycle shift. The era of simple labor
arbitrage is giving way to a period where Al-native engineering, deep domain expertise, and
sophisticated software architecture are the true drivers of value. In this new paradigm, building the
tools of transformation is materially more valuable than merely implementing them.

Ticker EV/EBITDA Margin Profile Strategic Focus
High-end Digital
EPAM 121 16.6 t

$ x pereen Engineering and Al Tools
Ent ise C Iti

$ACN 14.3x 18.0-20.0 percent frrerprise Lonsuiting
and Transformation
Digital Impl tati

$CTSH 14.3x 15.0-17.0 percent \gital fmp emer.l ation
and Legacy Services

When we compare $EPAM with $ACN (Accenture) and $CTSH (Cognizant), strategic differences
become clear. $ACN operates with higher margins (18-20 percent), supported by a large, high-fee
consulting and strategy vertical. By contrast, $EPAM is more focused on pure-play engineering, with an
EBITDA margin of 16.6 percent.

Unlike platform giants such as $AAPL, $SEPAM does not benefit from classic platform network effects or
ultra-high switching costs. Its moat is instead rooted in quality execution. In theory, a client can switch
vendors. In practice, moving a complex engineering program away from $EPAM’s specialists to a
lower-tier provider introduces meaningful technical and delivery risk. The potential cost savings often
do not justify this risk, especially where business-critical systems are concerned.
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+

The Moat: Engineering the Al Transformation

4

Scale Global deployment &
operating leverage.

Relationships

Insight: Competitors implement
Fortune 500 stickiness transformation; EPAM builds the
& integration. instruments for it.

Talent

High-end engineering,
not just coding.

Global deployment &
operating leverage.

Figure 8. Moat: engineering the Al transformation

Key takeaway: EPAM’s moat is execution-led: high-end talent and deep integration make vendor switching risky for
complex, business-critical programs.

We believe this shift toward higher-end engineering supports future margin expansion, but it also
exposes $EPAM to several Gray Rhino risks—large, obvious threats that are easy to underprice.

THE GRAY RHINOS: HIDDEN SIGNALS AND LONG-TERM HORIZONS

We see one primary Gray Rhino for $EPAM: structural commoditization driven by Al itself. As tools
such as Copilot, Claude, and similar Al coding assistants reduce the barrier to writing functional
software, the pricing power associated with elite engineering talent could come under pressure.

If the market increasingly perceives “good enough” Al-augmented code as sufficient for a wide range of
projects, the premium that $EPAM currently commands may erode. In that scenario, its moderate moat
could weaken, with the 32.2x P/E ratio potentially compressing toward the sector average of 23.8x.
This would represent a classic supply-side disruption, where Al-enabled productivity expands
effective supply and pressures the scarcity value of top-tier human engineers.

However, we do not see this as a one-way risk. The 1.1 billion dollar cash position provides significant
strategic optionality. Over the next 12-24 months, we believe $EPAM is well-positioned to pursue
transformative M&A, particularly in cloud infrastructure, cybersecurity, or specialized Al tooling. A
well-targeted acquisition strategy could accelerate the shift toward higher-margin, [P-rich services,
supporting management’s stated goal of an 18 percent EBITDA margin.
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In our view, this cash-driven capacity for portfolio realignment is a powerful hedge against pure labor
commoditization. It allows $EPAM to reposition from being seen primarily as an engineering labor
provider to being recognized as a solutions and IP powerhouse. This is the essence of the Moat Navy

balance sheet: it provides the means to capture Peak Green growth even as the underlying industry
structure evolves.

Risk Analysis: What Breaks the Thesis?

N
s 2
&2 i
Geopolitics Al Commoditization Macro Recession
(High Impact, Low Prob) (Med Impact, Med Prob) (Med Impact, High Prob)

Ukraine/Belarus Coding becomes cheap. IT budgets slashed.
escalation. 5% tail risk Moat erodes if Al lowers Growth reverts to 8-10%
could cause 20-30% drop. entry barriers.

/ © Mitigant: $1.1B Cash Pile buffers all scenarios. 7

Figure 9. Risk analysis: what breaks the thesis?

Key takeaway: We focus on three risks—geopolitics, Al commoditization, and macro recession—while the roughly $1.1B
cash position provides buffering capacity.

We incorporate these dynamics into our scenario analysis.

MOATPEAK SCENARIO ANALYSIS: WEIGHTED PROBABILITIES

Our investment discipline is rooted in inversion and capital preservation. To truly understand $EPAM,
we model both upside pathways and downside shocks.

Our base case assumes that $EPAM maintains a 12 percent revenue growth rate and successfully
delivers its 140 basis point margin expansion toward the 18 percent EBITDA target.
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Sensitivity Analysis: Margin vs. Growth
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Figure 10. Sensitivity analysis: margin vs. growth
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$267.25

$253.10

15.0%

Key takeaway: Our base case assumes 12% growth and 140 bps margin expansion; valuation is most sensitive to sustained
EBITDA margin performance.

Scenario

Fair Value

Probability

Key Triggers

Bull Case

246.04 dollars

30 percent

Al/Cloud growth above
20 percent, Successful
M&A

Base Case

208.92 dollars

50 percent

Stable 12 percent
growth, 18 percent
margin expansion

Bear Case

177.66 dollars

20 percent

Global recession, 8
percent growth,
Geopolitical shock

Our model produces a probability-weighted return of approximately +0.9 percent, indicating that the
current market price around 211.99 dollars is remarkably efficient and already discounts much of the

expected recovery.

research@moatpeak.com

Page 11

www.moatpeak.com




< MOATPEAK INDEPENDENT RESEARCH

Scenario Overview: Probability Weighted Outcomes

Bear Case Bull Case
$177 (-16%) - 20% Prob $246 (+16%) - 30% Prob

Weighted Avg Fair Value: $213.80
Current Price: $211.99

Figure 11. Scenario overview: probability-weighted outcomes

Key takeaway: The probability-weighted return is approximately +0.9%, implying the market price near $211.99 already
discounts much of the expected recovery.

Bull Case: Al Acceleration (30% Probability)
$246.04 (+16.1%)

Drivers:
e Revenue: CAGR accelerates to 15%. Al Services >25% growth.
e Margin: Hits 19.5% via operating leverage.
e Strategy: Major M&A announcement.

The "Blue Sky" scenario. EPAM captures the Al
implementation wave perfectly.

Figure 12. Bull case: Al acceleration (30% probability)
Key takeaway: Upside depends on Al/Cloud growth above 20% and successful M&A execution.
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Base Case: Steady State Execution (50% Probability)
$208.92

Drivers:
e Revenue: Stable 12% CAGR.
e"Margin: Moderate expansion to 18%.
e Market: Already priced in.

Good execution, fair price. Risk/Reward is
balanced. A 'Hold' or '‘Accumulate on dips'.

Figure 13. Base case: steady-state execution (50% probability)

Key takeaway: We assume stable 12% growth and progress toward 18% EBITDA margins; risk/reward is balanced at
current levels.

Bear Case: Recessionary Pressure (20% Probability)

$177.66 (-16.2%)

Drivers:
e Revenue: Slows to 8% (Budgets slaShed).
e Margin: Compresses to 15.5% (Inflation
* WACC: Spikes to 11.95%.

The Fortress survives, but the stock re-rates |0
Excellent buying opportunity at this floor.

Figure 14. Bear case: recessionary pressure (20% probability)
Key takeaway: Downside is driven by a global recession, slower growth, and a geopolitical shock, with fair value falling to
$177.66.
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We interpret this as a Hold on Strength signal. The 12.6 percent DCF upside to 238.77 dollars is
attractive, but the balanced risk profile—particularly around recession odds and Eastern European
geopolitics—tempers the near-term risk/reward.

In practical terms, we see $EPAM as a core stability holding rather than a vehicle for rapid speculative
upside. This framing informs how we position it within a retail investor’s long-term portfolio.

MOATPEAK INSIGHTS: THE ANALYTICAL SYNTHESIS

Our internal Decision Engine assigns $EPAM an AA-rated business quality score of 8.2 out of 10. This is
anchored by a Financial Health score of 9.7, which we categorize as a Fortress profile. Profitability
stands at 8.5, reflecting strong but still improvable margins. Our Moat score of 7.1 acknowledges solid,
execution-focused advantages, offset by the realities of the IT services model: limited network effects
and moderate switching costs.

Quality Scorecard: AA-Rated Business

Profitability 85%) | 8.5/10-ROIC 12.5% EBITDA 16.6%

Growth e ] 8.0/10-+14.2% YoY Revenue
Financial Health / 97% |0 - Best in Class Liquidity

Valuation 73%) | 7.3/10 - Mixed/Fair

1 Overall Score: 8.2/10 (Excellent). Reliable, disciplined execution. 1

Figure 15. MoatPeak quality scorecard: AA-rated business

Key takeaway: Our Decision Engine assigns an 8.2/10 overall score, led by 9.7 financial health and a 7.1 moat score.

We also consider reflexivity. Because $EPAM’s balance sheet is so strong, it can continue to recruit and
retain top-tier talent even in a tight labor market. That talent delivers high-quality outcomes for
Fortune 500 clients, reinforcing the company’s reputation and driving more demand. This feedback
loop strengthens the franchise over time.

We deliberately challenge consensus bank narratives. One camp (Bank A) may argue that $EPAM is
overvalued due to its P/E premium and the 16.9 percent YTD EPS decline. Another camp (Bank B) may
focus on the 12.1x EV/EBITDA and label it a clear value opportunity.
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At MoatPeak, we take a middle path. We see the EPS decline largely as a deliberate investment in
talent, not a sign of structural deterioration. We believe the 18 percent margin target is realistic, but
only if the company executes a disciplined shift in its service and product mix. The market’s skepticism
around this shift, in our view, underestimates the optionality of the cash position.

For the patient investor, this mispricing of optionality is where the edge lies.

STRATEGIC MANDATE FOR THE RETAIL INVESTOR (HORIZON 2026)

Looking out to 2026 and beyond, we see $EPAM as a Quality Compounder—a stock suited for the core
of a long-term portfolio. It offers direct exposure to the structural growth of digital engineering while
maintaining a Moat Navy level of downside protection.

From a practical standpoint, we favor a Buy on Weakness approach. We view the 195-210 dollar range
as an attractive accumulation zone, providing a reasonable margin of safety relative to our 177.66
dollar bear-case floor.

Portfolio Decision Checklist

INVESTOR TYPE ACTION NOTE

Conservative Investor | @ Wait for $195-205. Seek safety margin.

Accumulate on dips. Target
Q BUY. & HOLD. 4-8% returns + re-rating.

Long-Term (5+ Years)

Active Trader @ Range trade $205-$220. | Watch for breakout >$220.

Strategy: Do not chase. Set limit orders.

Figure 16. Portfolio decision checklist
Key takeaway: We position $EPAM as defensive growth for long-term investors, while highlighting more tactical approaches
for other investor profiles.

In the portfolio context, SEPAM functions as defensive growth. It generates real, recurring cash flows
and carries the balance sheet strength to take advantage when weaker competitors are struggling just
to service their debt. For us, this is a 5-10 year story, not a short-term trade.

We would reassess our thesis under three main conditions: if EBITDA margins remain consistently
below 15.5 percent, if the Al delivery model shifts so dramatically that high-end human engineering
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loses its relevance, or if there is a major escalation in the regional conflict that directly impacts key
delivery centers. Any of these would trigger a formal risk review on our side.

Catalysts & Invalidation Triggers

Jan 23, 2026 FY 2026
 e— ) e

Q4 Earnings. Watch i@ Potential Strategic M&A
for Guidance raise. = (Cloud/Security).

f Upside Triggers ‘ {lﬁ‘(’)ém?al;n Triggers

Al Growth >20%. e Margins <15%.
e Taking market share. * Al Growth <14%.
* Loss of pricing power.

Figure 17. Catalysts and invalidation triggers

Key takeaway: We would reassess if EBITDA margins remain below 15.5%, if high-end engineering loses relevance, or if
regional conflict escalates materially.

A key tactical catalyst is the Q4 2025 earnings report, scheduled for January 23, 2026. We expect this
to be a critical proof point. Management will need to demonstrate tangible momentum in Al/Cloud
segments and outline a credible path toward the 18 percent margin target. How convincingly they do
so will likely shape the next phase of the stock’s narrative.

At MoatPeak, our philosophy is that wealth is built through patience and disciplined accumulation of
quality assets. We see $EPAM as a resilient engineering fortress, offering a rare blend of structural
growth, financial discipline, and strategic optionality.
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Analyst Verdict: Buy on Weakness

AA-Rated Business with a Fortress Balance Sheet.
¥ Current Price = Fair Value. Markets are efficient here.
v Strategy: Do not chase. Set limit orders at $205.

A classic Compounder for patient capital.

Figure 18. Analyst verdict: buy on weakness

Key takeaway: We prefer disciplined accumulation in the $195-$210 range rather than chasing short-term moves.

Our guidance is simple: stay focused on the long-term capital cycle, trust the fortress, and tune out the
daily market noise.
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Disclosures & Disclaimer

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.
Contact
research@moatpeak.com

www.moatpeak.com
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