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Balance Sheet Strength 

Creates Downside

Protection and Strategic 

Optionality

Recommendation 
We issue a BUY recommendation with a 12-month target price of $72.34, representing 12.63% 

upside

Defense-Led Growth

Anchored by High Barriers

and Long-Duration Visibility

Margin Expansion

Driven by Engineered Mix

Shift and Operating Leverage

BUY $72.34

12.6% up from 

12/31/25 close price of 

$64.23

12-Month Target 

Price 

# 2 # 3# 1



Thesis II 
Debt-Funded Growth Strategy and Its Impact on 
Financial Stability

Company Overview
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2021

Barber-Nichols – added defense 
and space segments

2023

P3 Technologies – vertical 
integration and improve 
manufacturing capacity

2025

Xdot Bearing’s Assets – Lower 
development and production cost

2026

FlackTek – Advance matieral 
processing to improve Graham 
Product

• All have successfully integrated 

so far

• Added to GHM’s value:

o Revenue synergies

o Cost synergies

o Direct earning additions

Acquisitions
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Revenue Growth



Industry & Market

  Overview



Products:

• Mission Critical Vacuum

• Turbomachinery

• Cryogenic Pumps

• Naval Applications
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Defense



Products:

• Fuel Delivery Turbopumps

• Cryogenic Products

• Propellant Components
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Aerospace



Products:

• Vacuum Systems

• Heat Transfer Equipment

• Aftermarket Support
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Energy Process



Graham’s growing mix of higher-margin, engineered defense revenue drives structural margin 

expansion and operating leverage as scale and execution improve over time.
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Structural Margin Upside



Financial Analysis

  & Valuation



Intrinsic Valuation 

Under our base case, GHM shows a upside of 12.6% at its current price as of December 31, 2025.

We have modeled a conservative view on the three market segments with modest margin 

expansion.

Bull Base Bear

Stock Price $80.29 $72.34 $60.51

Upside (Downside) 25.0% 12.6% (5.8%)

Defense Revenue 
Forecasts

• 14.3% CAGR

Energy Process 
Revenue 
Forecasts

• 8.0% CAGR

Space Revenue 
Forecasts

• 41.6% CAGR

• Defense and Energy Process provide stable, 

predictable revenue and CAGR

• Space segment represents a high-growth upside 

lever, offsetting conservative margin expansion 

assumptions
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We have weighted EV/EBITDA at 5% and P/E multiple at 5%, GHM has 

minimal direct competition due to its niche market focus.

• Greater EV/Revenue & P/E 

multiple compared to 

competitors

o Indicates GHM has higher 

growth expectations than 

peers

• Low weights reflect our belief 

that GHM will outgrow comps

Source: Team Assessment
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274.2 x (off-scale)

Relative Valuation



Graham Corporation is a prime candidate for an acquisition/management 

buyout via LBO
• Ideal candidate

o Growing cash flows

o Low / no debt

o Growing industries

o No legal barriers found in 

GHM Proxy

• Metrics show ideal private 

equity returns

• LBO scenario provides 

opportunity for outsized 

returns

Source: Team Assessment
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LBO Model – Bull Case



We calculated a Share price of $72.34, representing a 12.6% upside from the current price as 

of 12/31/25
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Valuation Summary



ESG



Risk Reduction Margin Enhancement Revenue Growth

Limit Liabilities
Reduce 

operating cost

Implement new 

products

➢GHM approaches ESG as a value creation framework rather than a compliance burden

18Overview Market Valuation ESG Risks

Pillars of ESG



Michael E. Dixon

VP & General 

Manager: Baber 

Nichols

Daniel J. Thoren

Chairman

Past President/CEO

Matthew Malone

President/CEO

Christopher J. Thome

VP: Finance/CFO/Chief 

Accounting 

Officer/SECY/IR

Alan E Smith 

VP/General Manager: 

Batavia

GHM is a leader in the governance sector with a 6.77/10 rating from Bloomberg
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Governance
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Insider Ownership & Governance Alignment



Investment Risks
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Source : GHM 10K
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Risk Matrix
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Risk Matrix (Cont.)
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Monte Carlo Simulation



$72.34 BUY
RECOMMENDATIONStrong Balance 

Sheet Enables 
Downside 
Protection

Engineered 
Mix Shift 
Driving 
Margin 

Expansion

Defense-Led 
Growth with 

High 
Barriers

Summary
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Appendix



Appendix
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1. Valuation 3. Public Comps

1.a. DCF Base Case Assumptions 4. Precedent Transactions

1.b. DCF Bear Case Assumptions 5. Product Offering

1.c. WACC calculation 6. Risks

1.d. Leveraged Buy-Out 6.a. Risk Matrix Measurements

2. 3-Statement Model 6.b. Monte Carlo Simulations

2.a. Base Case Income Statement

2.b. Base Case Balance Sheet

2.c. Base Case Working Capital Schedule
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1. Valuation

a. DCF Base Case



1. Valuation

b. DCF Bear Case
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1. Valuation

c. WACC 

30
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1. Valuation

c. WACC 



1.Valuation

 d. LBO
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2.  3-Statement Model

a. Base Case Income Statement
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2.  3-Statement Model

b. Base Case Balance Sheet
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2.  3-Statement Model

c. Base Case Cash Flows
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3. Public Comps

36



4. Precedent Transactions
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5. GHM Product Offerings 

Source : GHM 

Website

• Liquid to Liquid 

Application

• Cryogenic Application

• Natural Gas Application

• High Pressure 

Application

• Compressor 

inter/aftercooler 

• Power generating Application

• Chemical Processing

• Refinery

• HVAC

• Low Oxygen Condensate

• Crude Oil Vacuum Distillation

• Plastics, resins, and fibers application

• Eco Freeze Application
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6. Risk

 a. Risk Matrix

39



6. Risk

 b. Monte Carlo Simulation
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