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Strategic Reshoring
Deglobalization and new international threats created significant 
demand both politically and economically to rejuvenate and 
reshape the once laggard military industrial sector of the United 
States, particularly in "strategic sectors" such as engineering, 
chips, rare earth, and basic manufacturing.

Alpha Thesis: select undervalued stocks that are 
fundamentally strong and will outperform the market in the 
long term.

•Increasing hostility with and significant 
reliance (70-90%) on China for rare 
earths, drone manufacturing etc. 

•Maritime chokepoint disruptions at the 
Red Sea with traffic down 40%+, 
container prices 3×.

•Global supply-chain disruptions tripled
since 2018 (Resilience360/RiskMethods
indexes).

•Taiwanese semiconductor 
concentration: ~63% of global advanced 
node supply and under threat from a 
more aggressive China.

Increasing supply chain risk 
abroad

•Massive defense spending bill and 
programs included in CHIPS act, IRA 
45X, the One Big Beautiful Bill, and the 
golden fleet program.

•Executive order calling for reimagining 
of the defense supply chain in favor for 
more efficiency, and agile innovations 
that empowers rapid testing and 
fielding of systems, espically in the field 
of UAS (unmanned aerial systems) and 
cyber warefare.

•Significant private market and 
investment banking background
amongst the existing military cabinet 
(Secretary of Army, Navy, and Deputy 
Secetary of War) signaling upcoming 
significant capital movement in the 
sector. 

Significant reshaping of the 
military industiral base

•U.S. manufacturing construction has 
surged from ~$75B in 2015 to over 
~$225B in 2024–25, marking a 3× 
expansion and the largest 
manufacturing capex boom in modern 
U.S. history.

•Falling interest rates lower the cost of 
capital, making large manufacturing and 
onshoring projects more financially 
attractive and accelerating the 
reindustrialization cycle.

Tailwinds in the US 
Manufacturing Sector



AI Supported "Quantamental" Process: Use automations to 
screen stocks at a fundamental level, and then select the final 
stock based on idiosyncratic narrative.

KBR Inc. is a stock with strong fundamentals while being undervalued by the market.  

Universe Generation

Quantamental 
Screening

Qualitative 
Selection

• Out of eligible 2,500 stocks, with the help of ChatGPT, 
we identified 71 stocks that are relevant to the theme. 
Then we generated 5-10 comparables for each stock that 
are most similar in company size and industry (including 
industries vs with similar characteristics). This creates the 
stock universe of ~400 stocks.

• We then conducted qualitative assessment on the 7 candidates based on 
1) thesis alignment 2) recent stock movement 3) ease of research 4) ease 
of generating idiosyncratic insights.

• 5 quantitative  criteria were used to measure different aspects of 
a company, with 2 metrics representing each criteria: 1) Growth 
2) Revenue consistency 3) Efficient use of capital 4) Management 
conservatism 5) Creditworthiness. All stocks are ranked by 
percentiles relative to the universe and its own peer group. 
Additionally, we only selected stocks that have P/E or EV/EBITDA 
that is 10% below peer median, we have selected 7 potential 
candidates at the end



KBR Inc.  Ranks High on "Quantamental" Score Sheet While 
Being Undervalued Relative to Its Peers

*Peers used for quantamental screening is created by ChatGPT based on industry and size similarity (ACM, CIAI, ICFI, PSN, SAIC, TTEK, see 
appendix for detailed prompt). This list is then subsequently improved manually for future valuation purposes through Refinitive

Fundamental Scores
• Overall Ranking: 8/71, #3 if 

undervalued filter is applied
• Peer Avg. Percentile: ~54%
• Benchmarks Met: 8/11

Category Metric Universe Percentile

Adjusted Growth PEG 81%

Management Capex/Sales 84%

Management OCF/EBITDA 75%

Growth Real FCF Yield 83%

Compared with the industrial stock universe, KBR excels in growth, 
and management decision making. 

Peer Valuation

Metric KBR Peer Min Peer Median Peer Max

EV / EBITDA 7.25 8.80 12.00 14.61

Price / EPS 9.90 9.36 17.87 23.30

Div Yield 1.7% 0.0% 1.1% 2.9%

EBITDA Margin 8.9% -1.5% 9.6% 11.6%

Net Profit Margin 6.0% 2.4% 6.3% 8.4%

PEG Ratio 0.96 1.29 2.94 10.71

Compared with peers, KBR ranks as one of the lowest in EV/EBITDA and Price/EPS. However, its fundamental 
metrics such as profit margin is around peer median, indicating a severely underpriced stock fundamentally



5

KBR Inc. (NYSE:KBR) Overview

Company Description
• Global leader in mission-critical government and 

technology solutions. Delivers engineering, aerospace, 
defense, and sustainable technology services for U.S. , 
allied governments, and the private sector.

• Expanding into clean energy and digital solutions to 
drive margin expansion and recurring revenue growth.

• Operates in 30+ countries; majority of revenue from 
long-term, high-barrier government contracts.

Strategic Growth Vectors

Defense 
Modernization

Digital asset 
modernization and 

optimization

Energy security 
and energy 
transition

National security 
space superiority

Health and human 
performance

Sustainable energy 
and industrial 

technology

High-end defense 
engineering

Revenue Breakdown

57% 58% 61%

9% 9% 9%
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40%

60%
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U.S. Government

U.K. Government

‘Zero Harm’ Safety Culture

Zero Harm 
Days

93.99% Zero 
Harm Achieved

344 Days

HBS Incident 
Rate

0.05

Total Reportable 
Incident Rate

0.00

Fatality Incident 
Rate 
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KBR: From Controversy to Comeback

Strategic Positioning & Differentiation

Porter’s 5 Forces Analysis

Force Relative Strength

Threat of New Entrants Low

Bargaining Power of Suppliers Moderate

Bargaining Power of Buyers High

Threat of Substitutes Moderate

Rivalry Among Existing 
Competitors

High

Recent Patents Granted

• Resilient End Markets: KBR operates primarily in mission-critical government, defense, and space programs, supported by long-term 
funding visibility from the U.S. and allied governments.

• Scalable, Asset-Light Model: The company’s shift from fixed-price engineering projects toward technology-enabled, cost-plus service 
contracts has structurally reduced risk and improved margin quality. An asset-light model with limited capital intensity allows KBR to 
generate strong free-cash-flow conversion and reinvest selectively in high-return digital and sustainability initiatives.

• Technology and People Advantage: KBR leverages proprietary systems, domain expertise, and a globally skilled workforce to deliver 
complex engineering, space, and defense solutions that competitors struggle to replicate.

• High Growth Sustainable Technology Segment: Starting in 2014, KBR started an new initiative (STS) to remove its reliance on 
government contracts, the STS is now over 25% of the company’s revenue source and growing well over 10% every year. 

• Hydrocarbon Dehydrogenation System (2023) - Patent covers 
an advanced reactor design for converting saturated 
hydrocarbons (like propane or butane) into more valuable 
olefins, which become key inputs for plastics and fuels.

• Light Olefins Recovery Process (2023) - Technology for 
capturing and reusing valuable light hydrocarbons (ethylene, 
propylene) from refinery off-gas streams.

• Hydrogenation System for Acetylene Removal (2024) - 
System used in ethylene production to remove impurities 
safely and efficiently.

• Multi-Zone Alkylation Reactor (2024) - A next-generation 
reactor design that produces high-octane fuel components 
more efficiently.
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KBR has been embroiled with controversy since the 
beginning of 2025



Base Case: If we focus ONLY on fundamentals, the company 
has a higher-than-market price even at base case, leaving 
valuation at $70, a staggering 75% upside.

In our base case we are forecasting revenue and cogs for STS and 
Mission Technologies separately, and assume that revenue growth 
only start in 2026 at half rate to account for contract cancellations. 

Revenue Projection

Assumption Value Impact

Terminal Growth Rate (g) 3.0% (H Decay) HIGH

WACC 7.33% HIGH

Cost of Equity (Re) 8.52% MEDIUM

Debt/EBITDA Target 3x MEDIUM

EV/EBITDA 12 HIGH

FCFF DCF Valuation Sensitivity

Base Case: 
WACC: 7.48 | 
g: 3% FCFF 
Price: $87

Base Case: 2025E 
EBITDA: $716M | 
Multiple: 12.0x
Multiple Price: 
$54

EV/EBITDA Valuation Sensitivity

*Subsequent analysis uses a WACC that is backsolved at 8.4, with beta being at .87

Due to what we believe to be an artificially depressed beta caused by
negative press (which will overvalue FCFF), we have decided to take the
average of comparable and FCFF model to come up with the base case.

EBITDA \ 
Mult

8.0x 10.0x 12.0x 14.0x 16.0x

$610M $24 $34 $43 $53 $63

$663M $28 $38 $48 $59 $69

$716M $31 $42 $54 $65 $76

$769M $34 $46 $59 $71 $83

$822M $38 $51 $64 $76 $89

g \ 
WACC

6.48% 6.98% 7.48% 7.98% 8.48%

2.50% $98 $87 $78 $71 $65

2.75% $104 $92 $82 $74 $68

3.00% $112 $98 $87 $78 $71

3.25% $120 $104 $92 $82 $74

3.50% $130 $111 $97 $87 $78



#1 A strong contract pipeline and improving backlog conversion could accelerate 
growth as delayed awards resume, driving revenue visibility and higher utilization.
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KBR: The Story The Market is Missing

KBR’s asset-light and digital platform delivers steady growth 
and resilient cash flow

We believe, despite recent news of a contract cancellation, the company’s backlog is stable and
sustainable, and the company will return to the original guidance of 10% growth in MTS by 2027
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KBR: The Story The Market is Missing

#2 Ongoing segment realignment and cost-structure optimization aim to simplify 
operations and focus capital on high-margin, technology-driven work

KBR’s asset-light and digital platform delivers steady growth 
and resilient cash flow

We believe the market is overlooking the natural decline of COGS as a result of a significantly higher
growth rate in the STS segment vs mission technologies. Based on our projection, this factoring is leading
to a gross margin expansion of 0.5% over the next 5 years. We also believe the realignment initiative will

cause a further 0.5% expansion in margin in form of reduced COGS and SG&A combined.
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KBR: The Story The Market Is Missing

#3 Upcoming spin-off of Mission Technology Solutions is going to establish New KBR as 
a sustainability innovation company, which the market is not pricing in yet.

We believe the negative press has largely suppressed the market’s attention on the news of the spinoff, 
and reverted the initial excitement. Therefore, the spinoff premium is not yet priced into the stock, which,

based on historical comparables, should account for a 6% spinoff premium in 2026 as the spinoff
materializes.
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The graph illustrates assumption of financial statement changes in the model and potential upside price 
the factor may result. 

Upside Case: If all critical factors actualizes, the company may 
be trading at $85.58 in the next 3 years. 
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Risks to KBR

Risk Theme Description Impact

Macroeconomic Cycle • While the beta of KBR is low, we don’t believe it reflects its

resilience against economic downturns based on history of

crisis (it did worse than the market in 2020 and 2008)

• Revenue, especially growth in STS will be impacted by

economic downturn.

• Revenue growth for both STS and MTS

maybe adjusted down by 2% due to cycle

risk.

Contract Concentration •  ~57% of total revenue tied to U.S. government programs 

(DoD, NASA, Intelligence).

• No single contract >50% of revenue; largest estimated ≈37% 

(DoD).

• Reliance on multi-year funding cycles drives 

earnings volatility.

• ~$4.4B revenue exposed to U.S. government 

budgets.

• 5–10% funding cuts = $220–$440M revenue 

risk.

• Policy shifts directly affect earnings visibility.

MTS revenue growth may reduce to a steady

state of 3% if funding cuts.

Margin Pressure from Fixed-

Price Projects

• Fixed-price contracts cap upside and absorb overruns.

• Cost inflation, labor shortages, or scope creep 

compress margins.

• Execution complexity limits ability to reprice mid-program.

• Each 1% overrun ≈ $77M EBITDA hit.

• 5% overrun reduces margins 

from 11.2%→~9.7% (-150 bps).

• Sustained inflation may cut EBITDA by $100–

$200M.

Risk Mitigation: KBR’s resilience depends on diversification and disciplined execution —
protecting margins while broadening beyond government dependency.
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The graph illustrates assumption of financial statement changes in the model and potential upside price 
the factor may result. 

Downside Case: If all critical risks actualizes, the company may 
be trading at $51.12 in the next 3 years, still a markup from
the market price.



Questions?
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IN CONCLUSION: 
We believe KBR is a fundamentally undervalued stock with a 
base case valuation of $70.5, with price range from $51.12 - 
$85.58 within the next three years. 
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Appendix: Metrics to Evaluate Universe Stocks In Line with 
Our Thesis

Category of Metric Metric Name Formula Benchmark

Reasonable Growth (Buffet) PEG
(price per share / earnings per 
share) / annual EPS Growth %

<1.5× (ideally ≤1.0×)

Creditworthiness/Efficiency Interest Coverage "EBIT / Interest Expense " > 8× (>12× = excellent)

Management Reasonability Capex/Sales Capex/Sales 3-5%

Creditworthiness/Efficiency Net Debt/EBITDA
Total Debt - Cash & Equivalents 
/ EBITDA

< 2.0× (<1.0× = fortress balance 
sheet)

Management Reasonability Operating Cash Flow/EBITDA Operating Cash Flow/ EBITDA > 80% (>90% = strong)

Growth Real FCF Yield FCFE Yield - Inflation Rate > 4–5% (>6% = value opportunity)

Efficient use of capital Cost of Sales as % of Revenue Standard Deviation of revenue
< 70–75% (for diversified 
industrials)

Revenue Consistency Revenue Stability (and Growth)
> 5–7% CAGR, <10% Std. Dev. over 
5 yrs

Revenue Consistency Cash Accrual Ratio < 0.25 (ideally <0.15)

Efficient use of capital Return on invested capital > 10–12% (>15% = excellent)
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You are a financial data assistant specializing in equity comparable analysis.
The user will provide exactly one publicly traded stock ticker (input ticker).

Your task:
1) Internally determine the company’s primary industry, subsector, business model, and approximate market capitalization.

2) Generate candidate peers and compute an INDIVIDUAL COMPARABILITY SCORE (0–10) for each candidate using:
• Subsector / product & end-market similarity (40%)
• Business model similarity (25%)
• Market-cap proximity (±50% of input ticker) (25%)
• Geographic customer/revenue mix similarity (10%)

Scoring guide:
• Exact subsector + same model + within ±50% band → 9–10 
• Same sector, adjacent subsector or slightly different model → 7–8.5 
• Outside ±50% band or materially different model → ≤6 (discard)

Hard filters:=
• Exclude ETFs, funds, holding vehicles, SPACs, or non-operating shells.
• Exclude companies with materially different primary business models.

Other restrictions: 
all companies must be actively traded as of Nov. 2025, no delisted companies
all companies must be traded in the United States

3) Keep only peers with INDIVIDUAL SCORE ≥ 7.5.

4) Compute OVERALL COMPARABILITY SCORE = average of retained peers’ INDIVIDUAL SCORES.
• If OVERALL SCORE < 8.0, restart the process until you can reach a score that is higher than 8.
• Always return **between 5 to 15 peers**, never return less tha 5 peers
• Prefer fewer high-quality peers over a full list of 15.

5) Output ONLY the selected peers’ tickers as a valid Python list, e.g.:
['TICK1','TICK2','TICK3','TICK4','TICK5']

Rules:
• Exclude the input ticker itself.
• No commentary, no markdown, no code fences, and no explanations.
• The final output must always be a valid Python list of 3–10 tickers.

Appendix: ChatGPT Prompt for Peer Selection
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Category Metric Universe Percentile

Reasonable Growth PEG 81%

Creditworthiness Interest Coverage 22%

Creditworthiness Net Debt/EBITDA 50%

Management Capex/Sales 84%

Management OCF/EBITDA 75%

Growth Real FCF Yield 83%

Capital Efficiency Cost of Sales Stability 51%

Capital Efficiency ROIC 22%

Revenue Consistency Revenue Stability 50%

Revenue Consistency Cash Accrual Ratio 50%

Growth Revenue CAGR 51%

Appendix: Full percentile scorecard for screening
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Appendix: Expanded 5 Forces Analysis for KBR

Force Relative Strength Quantitative / Strategic Context Investment Interpretation

Threat of New Entrants Low >80% of revenue derived from U.S./Allied 
government and defense contracts; multi-year 
procurement cycles, classified project access, 
and capital intensity create high entry barriers.

Entrant threat negligible — scale, 
certifications, and trust requirements 
form a durable moat.

Bargaining Power of Suppliers Moderate Subcontractors and specialty engineering 
vendors account for ~60–65% of total project 
cost; skilled-labor shortages persist with wage 
inflation >3–4% above CPI.

Input cost pressure structurally present 
— pass-through clauses mitigate 
partially but erode margin flexibility.

Bargaining Power of Buyers High Top 3 clients (DoD, NASA, UK MOD) represent 
~45%+ of revenue; all possess negotiation 
leverage and strict competitive bid rules.

Concentrated buyer base keeps pricing 
disciplined — limited ability to expand 
gross margin.

Threat of Substitutes Moderate In-house engineering by government agencies 
and modular/off-the-shelf design solutions 
slowly replace legacy EPC scopes.

Rising shift toward digital and service-
based contracts partially offsets 
substitution risk.

Rivalry Among Existing 
Competitors

High Global EPC peers (Jacobs, Fluor, AECOM) drive 
~3–5% bid price pressure annually; industry 
overcapacity persists.

Competitive rivalry entrenched —
differentiation comes from execution 
reliability and digital solution add-ons.
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Appendix: Company Overview As Per KBR (2025 10K) 

KBR, Inc., a Delaware corporation ("KBR" or, the "Company"), delivers science, technology, engineering 
and logistics support solutions to governments and companies around the world. Drawing from its 
culture of innovation and mission focus, KBR creates sustainable value by combining deep domain 
expertise with its full-life cycle capabilities to help clients meet their most pressing challenges. Our 
capabilities and offerings include the following:
• Leading national security and defense systems engineering; rapid prototyping; test and evaluation; 
aerospace acquisition support; data analytics and systems and platform integration; and sustainment 
engineering;
• Operational expertise in areas such as space domain awareness; C5ISR; human spaceflight and satellite 
operations; integrated supply chain and logistics; and military aviation support;
• Advanced digital, artificial intelligence, machine learning and information operations solutions in areas 
such as cyber analytics and cybersecurity; space and air dominance; connected battlespace; national 
security intelligence; data analytics; mission planning systems; virtual/augmented reality and technical 
training; and artificial intelligence and machine learning;
• Scientific research such as quantum science and computing; health and human performance; materials 
science; life science research; and earth sciences
• Engineering and project management solutions to advance energy security, sustainable 
decarbonization; energy transition and asset optimization; proprietary, sustainability-focused process 
licensing; energy transition and security advisory services; and digitally-enabled asset optimization 
solutions; and
• Professional advisory services across the defense, renewable energy and critical infrastructure sectors;
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Appendix: Competitive Advantages As Per KBR (2025 10K) 

We operate in global markets with customers who demand innovation, technical and domain expertise and digitally enabled, technology-led sustainable 
solutions. We seek to differentiate ourselves in areas in which we believe we have a competitive advantage, These include:
• Our People

• Distinctive mission-focused and inclusive team ethos and culture, which we refer to as “ONE KBR”.
• Internationally recognized subject matter experts with deep domain knowledge.
• Employee base that includes individuals with high-level security clearance.

• Sustainability Leadership
• Our Zero Harm philosophy includes ten key areas of sustainability focus across our company.
• Safe and responsible operations are essential, and our Zero Harm culture prioritizes the safety and security of our people as well as the active 

management of our environmental impact.
• We have a dedicated global Sustainability Committee made up of leaders from across key corporate and business functions, and the chair of that 

committee reports quarterly to the Board of Directors.
• We have achieved carbon neutrality annually since 2019 and have established net-zero carbon ambition.
• As an industry sustainability leader, we have invested and will continue to invest in the development of disruptive, innovative clean energy 

solutions and special chemicals that promote a cleaner, greener future and a sustainable world.
• As a world leader in ammonia technology, we are a leading hydrogen energy enabler, with a fully developed, proprietary, end-to-end green 

ammonia solution, K-GreeN .
• We are the exclusive licensor of Hydro-PRT TM, a cutting-edge, scalable technology that utilizes supercritical steam to convert a wide range of 

single-use and other plastics into virgin-grade feedstocks used to produce new plastics, delivering a truly circular economy.
• Technical Excellence and Digital Solutions

• High-end differentiated capabilities spanning government and commercial missions, including data analytics and integration, model-based 
systems engineering, smart asset optimization, and more.

• Portfolio of over 85 innovative, sustainable, proprietary process technologies, expertise and solutions.
• Innovative, advanced digital capabilities to improve operations, reliability and environmental impact, including artificial intelligence and machine 

learning.
• Virtual and augmented reality visualizations in controlled environments that provide greater perspective and insights and more comprehensive 

training
• Customer Relationships

• Customer missions and objectives placed at the center of our planning and delivery model.
• Decades of enduring relationships with government and commercial client base.

• Financial Strength
• Diverse portfolio of multi-year, mission-critical programs creating stability and resilience.
• Low capital intensity business model generating favorable operating cash flows.
• Strong liquidity with ample capacity for growth.
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Appendix: KBR’s Intellectual Property (2025 10K) 

Intellectual Property
• We have developed, acquired or otherwise have the right to license leading technologies, including technologies 

held under license from third parties, used for the production of a range of essential products in the areas of 
transportation fuels, petrochemicals and polymers, fertilizers, semi-submersibles and specialty chemicals. The 
technologies we license include the transformation of raw materials into commodity chemicals, such as phenol, 
which is used in the production of consumer end products and our ammonia process technologies used in the 
conversion of natural gas to ammonia with a fully developed, proprietary, end-to-end solutions for both fossil-based 
and green ammonia (K-GreeN TM). We are the exclusive licensor of Hydro-PRT TM, a cutting-edge, scalable 
technology that utilizes supercritical water to convert a wide range of single-use and other waste plastics into 
commercial raw materials used to produce new plastics, a circular solution. In 2023, we launched our Sustainable 
Aviation Fuel technology (PureSAF SM) to extend our decarbonization efforts into the aviation sector. 
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Appendix: Revenue Analysis
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Appendix: Pro Forma Income Statement
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Appendix: Pro Forma Balance Sheet
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Appendix: Pro Forma Cashflow Statement
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Appendix: FCFF Model
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