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Executive Summary: The Signal in the Silence

We believe the current industrial capital cycle is being reshaped by a decisive rotation away from
speculative growth and toward infrastructure-heavy, cash-generative businesses that have been
mispriced during integration phases. Within this setting, we see $AMTM as a primary signal of market
mispricing. (see Figure 1).

: SAMTM Target Price Range: $52.00 - $56.00
ent Price: $28.00 Upside: +87% to +100%
et Cap: $6.8B Horizon: 12-18 Months

~t

ctor: Defense / Government
Contracting SIGNAL: STRONG BUY

I'HE BUSINESS

A top-tier government contractor providing
engineering and digital solutions. Following the
2023 PAE merger, Amentum controls a $47.2B
backlog across 50,000 security-cleared
employees in 80+ countries.

The market is punishing $AMTM for
snapshot metrics (low ROE, 3.3x leverage)
while ignoring a guaranteed 15x structural
cash flow inflection backed by a $47.2B
backlog. - I

Figure 1. Executive snapshot and investment verdict

Key takeaway: The opening setup is a classic disconnect between operating scale and market valuation: a $6.8
billion market cap and $28 share price sit against a $47.2 billion backlog and a projected cash-flow turn. The report’s
central view is that current trading understates the business’s revenue visibility and re-rating potential.

Where many investors interpret today’s quieter news flow as a lack of momentum, we view it as a
high-value consolidation phase following a major transformative merger. In our view, $AMTM is
standing at an inflection point where backward-looking accounting data is masking an oncoming surge
in liquidity.

The core of the $AMTM thesis is the disconnect between its internal operating scale and its external

market valuation. With a $47.2 billion backlog-more than 3x annual revenue-the company enjoys
exceptional revenue visibility for an industrial services name. (see Figure 3).
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The $47.2B Backlog Engine

Derived from existing
contracts and high-
probability recompetes.

Validating the PAE
merger integration.

This backlog effectively eliminates forecast uncertainty. The company does not need heroic
organic growth to succeed; it simply needs to execute existing contracts.

Figure 2. Backlog coverage and revenue visibility

Key takeaway: Backlog coverage provides the structural floor under the thesis. In our view, more than 3x revenue
coverage gives the company unusually high visibility without relying on aggressive new-growth assumptions.

Yet the market remains fixated on current leverage rather than the projected 15x increase in free cash
flow (FCF). (see Figure 3).

The Value Trap Perception vs. The Turnaround Reality

¥ THE OPTICAL ILLUSION % THE FUNDAMENTAL REALITY
(Current Market View) (Forward Trajectory)
1 0.69 % TTM Net Margin N =0/ Target EBITDA Margin

(Depressed by integration costs) W o W (Sector convergence)

| $36M TTM Free Cash Flow $525N FY26E ECF Guidance
(Working capital buildup) $575M (15x Growth)

70X Trailing P/E - Forward P/E

(Distorted earnings) I He ' (vs. Sector 17.5x)

3 3 4 Current Leverage » Nv Target Leverage
. X (Peak M&A debt) n e W\ (Rapid deleveraging trajectory)

TAKEAWAY: The 60% peer discount is a textbook mispricing driven by temporary post-M&A snapshot metrics.

Figure 3. Current optics versus forward trajectory

Key takeaway: The report argues that today’s depressed snapshot metrics are temporary post-merger artifacts
rather than the steady-state economics of the business. The investment case rests on margin recovery, higher free
cash flow and lower leverage as the market shifts from trailing to forward metrics.
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We see three key implications for sophisticated investors: the valuation gap is driven by trailing
leverage fears, the $47.2 billion backlog provides a structural floor under long-term revenue, and the
projected shift to ~$550 million in annual free cash flow by 2026 is the primary catalyst for a major re-
rating. At that point, the narrative transitions from a complex integration story to a straightforward
capital return story.

At the same time, while domestic leverage concerns dominate the headlines, we believe the market is
underestimating the significance of $AMTM’s presence in 80 countries. That footprint introduces a
geopolitical dimension and a global demand engine that we do not see fully reflected in today’s
valuation.

Impact on US Markets: Equity and Fixed-Income Dynamics

Government contractors (GovCons) typically serve as a defensive yet leveraged proxy for US federal
spending, and their equity and credit profiles are naturally sensitive to the broader interest rate
environment.

Within the US market, we see an emerging decoupling of industrial services from pure-play
technology. While the S&P 500 and Nasdaq remain closely tied to Al and software narratives, the
industrial complex is pivoting toward the durability of federal infrastructure and defense outlays. With
a $6.8 billion market cap and a $28 share price, $AMTM sits directly at this intersection.

The company’s 3.34x Net Debt / EBITDA leverage ratio creates a reflexive relationship with interest
rate expectations. As rates stabilize or decline, the cost of servicing debt becomes more predictable,
and we expect investor attention to shift from fear of leverage to the pace of deleveraging and cash
generation. (see Figure 4).

Thesis Pillar 2 & 3: The Re-rating Nexus

$550M
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The shift from ‘cash drain’ to ‘cash generator’ is the mechanical trigger that will force institutional re-rating.

Figure 4. Cash generation, deleveraging and the re-rating path

Key takeaway: The re-rating catalyst is mechanical: rising free cash flow should enable debt reduction and change
how the market values the business. As leverage fear recedes, attention should move to cash generation and capital
return capacity.
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Key metrics illustrate the current dislocation:

Metric $AMTM Performance Sector Median / Sensitivity
Market Cap $6.8 billion Mid-cap industrial range
Price to Sales 0.48x 1.20x
Interest Sensitivity High (leveraged) Correlated with
Net Debt / EBITDA 3.34x ~
Backlog Coverage 3.3xrevenue ~

The sensitivity to the 10-year Treasury yield ($1EF) and long-term bonds ($TLT) is meaningful. A
decline in yields would likely benefit SAMTM disproportionately, both by lowering its effective cost of
capital and by raising the present value of its long-dated cash flows.

We also note that domestic financial health and federal budget dynamics increasingly shape global
demand for complex engineering and mission support. As US policy and federal debt trajectories
evolve, we expect their influence on $AMTM'’s opportunity set to be amplified rather than diminished.

Europe and Global Market Implications

In an environment defined by geopolitical fragmentation, the strategic importance of global security,
resilient infrastructure, and energy security continues to rise. With operations in 80 countries, we see
$AMTM as a critical enabler of global stability across defense, energy, and environmental operations.

This global presence makes $AMTM a second-order play on the global energy transition, particularly
as governments revisit nuclear options. The company’s deep expertise in nuclear security and
environmental remediation positions it well to benefit from the renewed interest in nuclear power as a
carbon-neutral baseload source.

Currency risk is an important overlay. A persistently strong US dollar often creates headwinds for
globally exposed firms; however, many of $AMTM's international revenues are anchored in contracts
with US federal agencies, which provides a natural hedge against the exchange-rate volatility that
typically affects purely commercial international operators.

As global security demands and infrastructure modernization accelerate, we expect $AMTM’s
engineering and mission solutions to remain relevant across cycles, even in regions experiencing
cyclical slowdowns. With this macro lens in place, we now turn to the more micro, sector-level
dynamics within the government contracting and engineering oligopoly.
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Sectoral Movements and Specific Tickers: The Oligopoly Analysis

The US government contracting sector is, in our view, a high-moat oligopoly. The hurdles to new
entrants—thousands of employees with high-level security clearances, a decades-long performance
record, and complex compliance infrastructure—create a durable structural advantage for
incumbents. (see Figure 5).

Business Model & Competitive Moat

Regulatory Barriers
(9/10)

High Regulatory Barriers High Switching Costs

Clearances take years. | Re-certifying new teams
50,000 cleared employees creates operational
form an impenetrable Notwork / Cuss disruption agencies
3 etworl ustomer i "
barrier to new entrants. Effects Relationships actively avoid.
/10) (8/10°
(419) OVERALL MOAT (5419
SCORE:
7.1/10
(Durable)

Sticky Relationships Oligopoly Structure

Decades-long embedded Competing directly with
partnerships with the DoD, BAH, LDOS, CACI, and
NASA, and DOE. SAIC in a stable,

Cost Intangible consolidated market.
Advantages Assets

(6.5/10) (8/10)

Figure 5. Competitive moat and market structure

Key takeaway: The oligopoly thesis depends on hard-to-replicate barriers: security clearances, performance history
and customer stickiness. Those features support durable incumbency and help explain why a complexity discount
may be temporary rather than structural.

Within this ecosystem, we see a distinct capital cycle playing out among major peers such as $BAH,
$LDOS, $CACI, and $SAIC. While names like $BAH and $LDOS have attracted substantial capital inflows
and now trade at premium multiples, largely thanks to their clean, Al-forward narratives, SAMTM sits
on the opposite side of the sentiment spectrum.

Capital has rotated out of $AMTM, largely due to the perceived complexity of the PAE merger and the
inevitable noise that follows a large-scale integration. We see that complexity discount as excessive. At
present, SAMTM trades at a Price to Sales multiple of just 0.48x, representing roughly a 60% discount
to the sector median of ~1.2x.

In effect, the market is pricing $AMTM as a distressed asset rather than as a scaled market leader in
transition. By comparison, a peer such as $SAIC is already much further along in its strategic cycle;
while that stability has value, it also implies less room for the kind of major re-rating that we anticipate
for SAMTM.

As this capital cycle turns and investors grow more valuation-sensitive, we expect capital to rotate
back into underpriced industrial and GovCon names. We believe $AMTM is poised to be a key
beneficiary of that rotation. The path forward, however, is not free of risk.
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The Gray Rhinos: Undervalued Sighals and Hidden Risks

In government contracting, the most important risks are often not the obscure “black swans,” but the
obvious, highly probable threats that the market prefers to ignore until they are unavoidable—Gray
Rhinos.

For $AMTM, we see the most significant Gray Rhino in the risk of sudden budget sequestration or fiscal
tightening. Even as defense spending tends to maintain bipartisan support, civilian agencies—
including NASA and the Department of Energy—can be more exposed to budgetary consolidation. Any
sharp pullback in these civilian engineering and mission budgets would weigh on $AMTM’s near-term
revenue visibility.

A second, more subtle Gray Rhino is reflexivity in the share price and talent market. If the stock
continues to trade at a persistent discount, it can impair the company’s ability to attract and retain top-
tier cleared talent. In a sector where highly cleared employees are the primary asset, a stagnant or
depressed equity valuation risks encouraging talent migration to higher-multiple, more “glamorous”
peers.

Paradoxically, such talent erosion would undermine the very backlog and execution capability that
investors should be valuing.

Against this backdrop, we believe the market is underweighting the magnitude of the cash flow
inflection. The expected increase in free cash flow—from roughly $36 million to about $550 million, or
approximately 15x growth—is the data point that, in our view, will force a reconsideration of the
company’s deleveraging and capital return capacity. (see Figure 6).

Risk Assessment & Mitigants

FCF Execution Failure MITIGANT: Milestone-based government

Severity: Critical payments limit receivables risk; 95%
Missing the $550M guidance due to working revenue visibility sets a floor.
capital bleed destroys the deleveraging timeline.

Leverage & Interest Rates

H H MITIGANT: $47.2B backl t
Severity: High $ acklog prevents

revenue collapse; recent Moody'’s credit
3.34x Net Debt/EBITDA is near financial stress upgrade reduces borrowing costs.
territory. A spike in rates triggers a debt spiral.

Government Budget Uncertainty | miTIGANT: Defense spending remains
Severity: Moderate/Cyclical structurally bipartisan; the multi-year

GOP fiscal consolidation impacting the 40% backlog provides a cushion against
non-defense civilian agency revenue. short-term freezes.

Figure 6. Principal risks and mitigants

Key takeaway: The main gray rhinos are budget tightening, talent erosion and execution risk around the cash-flow
ramp. Even so, the report argues that the market is still underweighting the scale of the projected free-cash-flow
inflection.
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MoatPeak Scenarios and Probabilities

To fully understand the $AMTM opportunity, we apply the principle of inversion: we first ask, “What

would have to go wrong for this thesis to fail?” (see Figure 7).

The Invalidation Checklist (When to abandon the thesis)

A\ 01
[\ 02

[A 03
/\ 04
/\ 05

FCF Guidance Cut.

Any revision projecting FCF below $450M breaks the deleveraging math.

Debt Covenant Breach.
Or forced asset sales, signaling acute financial distress.

Backlog Decay.

Declines >10% YoY or the loss of a major Tier-1 recompete contract.

Margin Compression.
EBITDA trending backward toward 7%, proving synergies are failing.

C-Suite Exodus.
Sudden turnover of CEO/CFO during this highly sensitive post-merger integration phase.

Figure 7. Thesis invalidation checklist

Key takeaway: We start with inversion before underwriting upside. The thesis fails if integration execution breaks
margin recovery and deleveraging, or if the business loses the backlog quality that supports visibility.

In our view, failure would most likely arise from execution missteps in integrating complex IT, back-

office, and operational systems, resulting in sustained margin compression and stalled deleveraging.

By starting with these failure points, we can more credibly weigh the upside.

Our proprietary MoatPeak scenarios for year-end 2026 are as follows: (see Figure 8).
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Scenario Analysis (Base / Bull / Bear)

BASE CASE BEAR CASE

$52.28 $18.21

* 45% CAGR * 7.5% CAGR * 2.0% CAGR
¢ 9.5% Target Margin * 11.0% Target Margin * 7.0% Target Margin

« Steady execution and « Flawless PAE integration, « Budget cuts, synergy
standard margin massive debt paydown. failure, persistent
convergence. leverage.

Expected Value Synthesis: ($100.74 x .25) + ($52.28 x .50)
.50) + ($18.21 x .25) = $55.88.

Figure 8. Base, bull and bear scenario framework

Key takeaway: The valuation range is driven by execution quality, margin realization and the pace of deleveraging.
The base case remains $52.28, with upside if the cash-flow ramp arrives cleanly and downside if integration and
leverage problems persist.

Bull Case (25% probability) - Fair Value: $100.74

Key assumptions: Tech-enabled contract wins, rapid deleveraging, and a visible mix shift toward
higher-margin digital work. Trigger: A 15%-+ shift of the backlog into Digital Solutions and at least $1
billion in gross debt reduction.

Base Case (50% probability) - Fair Value: $52.28
Key assumptions: Margin expansion to ~9.5% and delivery of ~$550 million in annual FCF. Trigger:
Q2 FY2026 free cash flow of $130 million or greater, validating the run-rate.

Bear Case (25% probability) - Fair Value: $18.21

Key assumptions: Execution failure, integration delays, and persistent leverage above 3.5x Net Debt /
EBITDA. Trigger: Margin compression to ~7.0% or a credit downgrade tied to integration or program
performance issues.

Across all cases, the critical milestone to watch is Q2 FY2026 free cash flow delivery. We see that
quarter as the moment when the market gains hard evidence of $AMTM'’s ability to generate cash and
pay down debt at scale. (see Figure 9).
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Valuation Triangulation (Consensus Fair Value)

DCF Valuation (Base Case) Multiples-Based Probability-Weighted

$38.61 (+37.9%)

(7

Key Inputs: 8.25% WACC, Key Inputs: 11.3x Forward P/E vs Key Inputs: Expected value
2.5% TGR, 4.5% CAGR. 17.5x Sector. across Bull/Base/Bear scenarios.
Forward-looking structure. 9.5x EV/EBITDA vs 12.0x Sector.
Backward-looking penalty.

Blended Consensus Fair Value: $48.92 (+74.7%)

Multiples are heavily penalizing integration-distorted earnings; DCF correctly prices the contracted FCF trajectory.

Figure 9. Triangulated fair-value range

Key takeaway: The report does not rely on a single valuation method. DCF, multiples and scenario weighting all
point to upside from current trading levels, even if the exact fair-value estimate varies by framework.

MoatPeak Insights

At MoatPeak, we consciously separate raw financial data from the strategic narrative. Our second-
order perspective is that SAMTM’s post-merger integration is not simply a cost-cutting story. By 2026,
we expect the unification of Digital Solutions and Global Engineering segments to have rewired the
company’s competitive DNA.

In our view, $AMTM is evolving from a labor-intensive “boots on the ground” contractor into a more
capital-light, technology-enabled partner to the federal government.

This pivot to Digital Solutions is more than branding. Over time, it should lower execution risk,
improve scalability, and gradually reduce the company’s weighted average cost of capital (WACC) by
enhancing margin quality and contract mix. (see Figure 10).
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Thesis Pillar 1: Margin Convergence

Post-Merger Synergies
$100M+ phased annual run-rate
9.5% savings.
(2030 Target)

Peer Median (~9.0% - 10.0%)

Mix-Shift

A Faster growth in the high-margin
7.8% Digital Solutions segment (targeting
(Current) 12-14% segment margins).

6.7% Operating Leverage

(Historical) Fixed costs spreading over a
$14B+ revenue base.

VALUE RULE: Every 100 bps of margin improvement adds ~$10-$15 to the intrinsic fair value.

Figure 10. Margin convergence path

Key takeaway: Margin convergence is central to the thesis because it improves both earnings quality and valuation.
The report links that improvement to post-merger synergies, a richer digital mix and operating leverage across the
revenue base.

The key question we ask ourselves is whether the current ~60% valuation discount to peers is a
rational reflection of leverage risk or a mispricing driven by timing and model complexity. Our view is
the latter. We believe the discount is largely a market error born of the difficulty of modeling a
company during a major transformation.

Markets tend to prefer clean, backward-looking data. During a transition, the numbers often lag reality.
By the time the full ~$550 million in FCF is flowing through reported financials, we expect the window
to buy $AMTM at a 0.48x Price to Sales multiple to be closed. (see Figure 11).
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Key Valuation Drivers & DCF Sensitivities

$23.00 -$23.00 $56.27 $63.49 ~$70.50

$58.63 $63.28 ~$73.50

$62.38 ~$66.20

~$43.50

~$28.00

~$35.00 (Still >
$28 Current Price)

Even under the most punitive WACC and growth assumptions, the
intrinsic floor remains comfortably above the current $28 market price.

Figure 11. DCF sensitivity to discount rate and terminal growth

Key takeaway: Our view is that the current discount reflects timing and model complexity more than steady-state
economics. The sensitivity work reinforces that even stricter discount-rate and growth assumptions still frame
current pricing as unusually punitive.

Strategic Outlook for the Retail Investor: Vision 2026

We do not see $AMTM as a short-term trading vehicle, but rather as a multi-year capital allocation
decision. Looking out to 2026, the path to value realization, in our view, is clear: the central question is
whether the company can efficiently convert its $47.2 billion backlog into cash and accelerate
deleveraging. (see Figure 12).

Catalyst Timeline (Next 12-18 Months)

Q2 FY26 Tier-1 Analyst
Earnings Initiations

Validation of $130-150M Expanding from current
quarterly FCF run-rate. 4 analysts. Bulge bracket
The critical validation coverage brings

trigger. institutional liquidity.

Material Debt Capital Return
Paydown Ongoing Phase

Official announcement Deleveraging complete;
of dropping below 3.0x initiation of typical 1-2%
leverage. Triggers GovCon dividend or
multiple expansion. stock buybacks.

Figure 12. Expected catalyst path over the next 12-18 months

Key takeaway: We see the next 12-18 months as the proof period for the thesis. The market needs clear evidence
that backlog conversion is producing durable free cash flow and visible deleveraging.
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For patient investors, we believe the most rational approach is to focus less on daily volatility and
more on the progression of free cash flow and debt reduction.

We currently frame the $22-$28 range as a logical accumulation zone. At these levels, we see a
meaningful margin of safety relative to our base case fair value of ~$52 per share. (see Figure 13).

Portfolio Decision Playbook & Price Levels

$55+ (Active Management)
Above expected value. Evaluate if Bull Case is
materializing via margin beats; otherwise, rotate out.
$45-$55 (Trim Consideration)

Base case intrinsic value reached. Take partial
profits, especially if achieved in <12 months.

$28-$45 (Hold Zone)

Core holding phase. Buil
average down on macro

$22-$28 (Accumulate Zone)

Current Market Price. Deep margin of safety.
Strong Buy.

Horizon: 12-24 Months | Portfolio Allocation: 3-5% (Scale to 5-8% on dips to $22-$25).

Figure 13. Tactical price bands and portfolio playbook

Key takeaway: The portfolio framework is explicitly scenario-driven. We view the current $22-$28 range as the
most attractive accumulation zone, with position management becoming more defensive as the stock approaches
intrinsic value.

Portfolio construction also matters. Because $AMTM is leveraged, it behaves like a high-beta
expression of a view on stable or declining rates within an industrial and GovCon context. In a
diversified portfolio, we think of it as a targeted, high-visibility infrastructure and defense play with
amplified sensitivity to the rate and credit cycle.

In our assessment, the signal is clear: $AMTM is a high-visibility, contract-backed infrastructure and
mission partner that is being priced as a distressed labor contractor. For the disciplined, patient
allocator, we see a compelling, asymmetric opportunity, with an implied risk-reward profile of roughly
3.5:1 over a multi-year horizon, anchored by a $47.2 billion backlog and a looming free cash flow
inflection. (see Figure 14).
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Quality Scorecard & Final Verdict n%:\ﬁ(

OVERALL SCORE: 6.4/10 (Good Quality) $AMTM is not a flawless compounder; it is a
solid franchise with a 50+ year operating
Valuation: 8.8/10 (Highly Compelling) history undergoing a massive turnaround. It
combines the deep value pricing of a
distressed asset with the fundamental trajectory
Growth: 7.6/10 (Excellent Visibility) of a high-quality government contractor.

For investors willing to tolerate moderate
Moat: 7.1/10 (Durable) leverage risk over a 12-24 month horizon, this

) represents one of the most compelling

asymmetric risk/reward setups in the mid-cap
Financial Health: 5.0/10 (Fragile but Deleveraging) industrial space.

Profitability: 3.3/10 (Poor but Inflecting) ACT'ON: STRONG BUY
) (3-5% ALLOCATION)

Figure 14. Quality scorecard and closing verdict

Key takeaway: The closing verdict stays constructive but risk-aware. The business is not presented as flawless;
rather, it is framed as a backlog-backed franchise whose cash-flow turn can outweigh today’s leverage and
integration noise.
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About MoatPeak

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 and 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 and 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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