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Company Overview

Florida-based company that designs, manufactures, and services products for the aerospace, industrial, defense, and electronics sectors globally.

Financial Summary
NYSE: HEI

Revenue Breakdown

Share Price (As of 04/24/2025) $242.04 Revenue by Segment Revenue by Geography
Diluted Shares Outstanding 138.95M CAGR TTM:
Market Cap $29.72B 22.99%

m Flight Support Group
Company P/E 66.8x (FSG) = USA
Industry P/E 45.85x W Electronic Technologies | Foreign 5Y Revenue
EV/EBITDA 31.78x Group (ETG) CAGR: 13.74%
Industry EV/EBITDA 23.04x

LTM Stock Performance Flight Support Group (68%) Electronic Technologies Group (32%)

e Design Parts Manufacturer

Approval (PMA) subcomponents for commercial

and manufacture . . .
e Designs and manufactures highly-engineered,

Date  06/6/2024 22/7/2024 03/9/2024 15/10/2024 26/11/2024 13/1/2025 26/2/2025 09/4/2025

Stock fluctuations Q1 2025 subject to
global trade tensions.

HEILO

airlines and cargo carriers.
OEM (Original Equipment
Manufacturer)

Produced by original aircraft
manufacturer

High quality at a high price

Single source

PMA
Manufactured by other companies
but usually approved by FAA

High quality at a lower price, 20%-
80% cheaper than OEM

Serves as an additional source

mission-critical subcomponents that could
work in harsh environments, mostly military

o Such as simulation and testing equipments,
flight deck electronics, power systems,
emergency and locator devices, or specialty
components.

o ETG’ growth ties to global defense spending;
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Industry Overview

The Aerospace Aftermarket & High-Tech Electronics sector is highly competitive and concentrated.

Market Size Is Growing with Multiple Factors Combined Comps Analysis

North America Aircraft Aftermarket Parts Market Size, 2019-2032 (USD Billion)
Market Valuation Multiples
Company Country Ticker Price Market Cap TEV EVIEBITL EV/Sales P/E

HEICO Corp USA HEl  § 24635 $29.72B 3200045

TransDigmGroup ~ USA  TDG  § 136231 $75838 0447204 2386 119 4822
- AAR Corp USA AR § 4700 $190B M45T 157 147 4081

FTAI Aviation Ltd. USA FTAL § 10185 $9.838 1809692 37.23 1043 4328

RBC Bearings USA RBC § 32970 $10.38B 9070413 195 581 453

Mean 261 758 4753

Median 2386 830 45.30

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

e HEICO’s P/E Ratio high in common sense while thing’s different when placing into
o The North America aircraft aftermarket continues to grow as the combined drivers of

both aviation industry growth and the maintenance cliff of the current aircrafts

Aerospace Precision Machining Market Size by Operation (2020 - 2030)

the industry landscape with different multiples look

® Increasing demand retiring old, less fuel efficient-aircrafts
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® Aging airframes are driving demand for replacement parts and upgrades
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® The expectation for DOGE cutting the national defense expenses, driving the
demand for the PMA

More global flights, increasing aircrafts use, which drives the demand for acrospace
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Investment Thesis Overview

Our analysis reflects HEI is currently Undervalued by the market. We recommend a LONG strategy with a Price target of $296.35 and
an upside of 22.5% from its Current Share Price of $242.04.

The demand for the PMA subcomponents is rapidly
increasing than market expectation, for which HEICO
has more expertise.

Strong Moat in PMA Business

Combined Tailwind

Great M&A Opportunity

Driven by its Unique Business
Model

HEICQO’s past acquisition history provides an
opportunity to grow their business through M&A deals

Current Valuation Premium is but The valuation shows its intrinsic reason when
still not without Merit considering its business complexity

HEILO
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Thesis #1: Strong Moat in PMA Business Combined Tailwind - The demand for the PMA subcomponents is rapidly

increasing for which HEICO has the strong moat.

Market View

Market Sentiments

Variant View

The Market’s interpretation is incorrect and HEICO captures the demand

1) HEICO effectively captured the excess

Market is high on OEM strategies due to

its reliability and trustworthiness

® OEM strategy is often valued more in the market due
to its reliability and compatibility, as aerospace is
generally considered as a risky way of transportation.

o Although PMA parts are at a lower price, aircraft
managers often prioritize compatibility over price.

® Only few manufacturers from PMA parts have FAA
approval, which is a challenging process.

® They make the part in such a way that it's different
enough that it does not infringe OEM patents, but
with enough specificity to get FAA approval.

02 Market did not understand the

importance of aircraft maintenance

® Market’s understanding of aircraft maintenance lies
on their regular maintenance checks instead of doing
aftermarket repair parts.

o However, that’s not the case and HEICO is well
positioned in the maintenance parts industry.

HEILO

OEM struggled with their supply chains

o Airbus fell short of its 2024 delivery target
due to persistent supply chain disruptions,
including engine shortages and labor constraints.

o Aircraft engine maintenance times have reached
historic highs driven by parts shortages, labor
constraints, and delayed aircraft deliveries.

demand from OEM’s struggles

e Through R&D, HEICO reverse-engineers
parts that meet FAA approval standards at
lower cost to consumers.

® Roll-up allows HEICO to acquire better
engineers and better technologies for it to

meet FAA approval

2) NDAA legislated the military repairs
using PMA subcomponents price

40% shorter

30-50% lower in

delivery time

3) HEICO balances between military
and commercial aircraft, diversifying
their customer base

“Not later than 180 days after the date of the
enactment of this Act, the Secretary of the Air Force,

with respect to the Air Force, and the Secretary of the

Navy, with respect to the Navy, shall develop and HEICO Military Aircraft Opportunity
implement processes and procedures for: the

acquisition of used, overhauled, reconditioned, and
remanufactured commercial dual-use parts.”

= Miltary

m Commercial
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Thesis #2: Great M&A Opportunity Driven by its Unique Business Model — facilitates growth over the long term

Market View

The increase of debt level from acquiring Wencor Group

e HEICO acquired Wencor Group in May 2023, causing

market concerns of its high leverage.

Fitch RATING ACTION COMMENTARY
AAA Prime "
AA+ Fitch Rates HEICO's Notes
AA High grad
=
At _ Wed 19 Jul,2023 - 9:37 AMET
HEICO’s AA- Upper medium grade
Position BEEE 2 month after
—> Lower medium grade
BBB-
BB+ Non-investment grade "Junk"
& speculative
B+
B Highly speculative R .
- o The acquisition increased
ccc ial risk .
Extremely speculative HEICO’S debt ICVCI, Wlth
Default imminent with
CC | little prospect for anet Debt/EBITDA
c recovery . .
ratio of 3.06 in 2023.
D In default

o The Market interpreted this as a more cons

allocation associated with the increasing debt level. This also

adds to a cut in acquisition spending in 2024 and early 2025.

® In the short term, the market is pessimistic

spending and their increase in debt level

trained capital

for its cut on

Variant View
1) HEICO?’s Tradition of Acquiring Companies to Grow

® Opver the last decade, HEICO spent $4.4B in acquisitions.
o It implements acquisition as a strategy to expand their
businesses and gain competitive advantage.

HEICO
potential par targets.”

Acquired Feb Acquired Apr
2025 2025
— Laurans Mendelson - Chairman and CEO

2) HEICO is recovering from their debt problem and their acquisitions increased

—e— Net Debt / EBITDA
10-year Average
Normalization Period

OFr NWAMUOOND®

= Number of transactions

“Acquisition opportunities and M&A diligence
efforts within both of our operating segments
remain highly active, reflecting a robust pipeline of

HEICO’s high debt level is temporary: it’s strong
profitability proves its ability to repay the debt. i

Net Debt / EBITDA

“Our Net Debt/EBITDA would return to a
historical level within roughly one year to 18
months following the Wencor acquisition.”
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Thesis #3: Current Valuation Premium is but still not without Merit - The valuation shows its intrinsic reason when
considering its business complexity

Market View Variant View

The Valuation is too high compared to their peers 1) HEICO’s FSG Business Model’s difference compared to traditional aircraft manufacturer
Comps Analysis Based on Traditional OEM Manufacturers s HEICO’s FSG Group mainly 200
produces FAA-approved PMA (80%) 2000

$2,500
Comparables Analysis (OEMs) replacement instead of being OEM 2000
Stock prices and multiples as of 04/ 025, Monetary Figures in $milli except for stock price, multiples and market cap . .. . . 2,000

Market Valuati i ° Their market positioning is more tend Lo i I I I I I I
Company Country Ticker Price Market Cap TEV EV/EBITDA EV/Sales PIE . .
HEICO Corp USA HEl  § 24635 $29.72B 3200945000000 307800 8.3 60.03 to service aircraft aftermarket % 016 2017 208 2019 2020 2021 2022 2023 2024 Z025E 20268 2027E
Howmet Aerospace USA HWM $ 132.00 $53.99B 47001.85 24.39 6.34 47.47 m Aftermarket replacement parts M Specialty Products m Repair and overhaul parts and services
FTAI Aviation Ltd. USA FTAI $ 101.85 $9.83B 18096.92 37.23 10.43 43.28
AAR Comp USA AIR $ 47.00 $1.90B 3414.57 15.7 1.47 40.81
RTX Corporation USA RTX $ 121.05 $ 162.95B 191638.25 13.61 2.37 35.76
Moog Inc USA MOGa § 155.00 $5568 7613.94 1627 211 25.74 .
Honeywell Intemational USA  HON.O $  199.24 $129.13B  167572.38 17.81 4.35 23.06 Aircraft
Mean 2240 505 39.45 HEICO Aftermarket
Median 17.81 4.35 40.81
46.76x P/E Median “We’re fundamental
. . . . Middle Ground believers in commercial
e The current valuation of HEICO is exceptionally high compared Unique Business . ) and military aviation. We
to its competitors doing component manufacturing business Structure *;, x;g‘;at?;h think that these are really
2 . »
e Despite they have the favorable intrinsic factors, as well as the high *' Components good spaces to be in.
th ¢ within the ai Ftaft 1l as th Commercial OEM 48.92x P/E Median - HEICO Q22024
growth prospect within the aircraft aftercare as well as the i BYE Median

s

2) HEICO ETG’s Biggest Client is Military Defense

high-tech electronics production

“HEI's valuation looks expensive to us vs. peers.” ° HEICO ETG group’s biggest client is from military defense

— Wells Fargo ° Military Defense industry typically has higher P/E premium because of the stable contract
relationship and high technological barriers.

HEILO
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Valuation Overv 1€W: LONG Recommendation with target price of $296.35 (22.5% upside).
getp p

Comparables Analysis CF Valuation Atlas Base Case Valuation: Revenue and DCF
e -
Market Valuation Financial Performance [ Ll e e B B in $millions, unless otherwise specified
Company Country Ticker Price Market Cap TEV. Sales  EBITDA Netincome EVEBITDA EV/Sales PE . . .
T o st o 1 Implied Share Price: §296,35 A Fiscal year ending December 31, Y 2022a 2023A 2024A 2025E 2026E 2027€ 2028 2029
TransDigm Group USA TDG  $136231 S7SB3B  SMT204 8RB0 4710 275 2386 119 4822 1 Flight Support Group
ARCop UA AR $ %0 $188 SMAST TEI4 w02 5000 B 1 After Market Business $ 6949 $ 1,040.5 $ 1,658.4 (¢ 2,029.7 $ 24435 $ 2,966.1 $ 3,630.2 $ 4,479.2
ohs U o somminm s ne s mefRSERTIN “ i % of Growth 29.84% 49.73% 59.39% 22.39% 20.39% 21.39% 22.39% 23.39%
o w135 et Repair and Overhaul Parts and Services ~ §  264.99 $ 366.57 $ 593.24 | $ 80561 $ 1,110.14 $ 1,551.97 §$ 2,200.69 $ 3,164.59
Hedan e 1% 8% 20 % of Growth 27% 38% 62% 36% 38% 40% 42% 44%
i Specialty Products $ 29533 $ 36312 $ 387.69 | § 43421 $ 49500 $ 57420 $ 67755 $ 813.06
o 1 % of Growth 61% 23% 7% 12% 14% 16% 18% 20%
i 1 Total Flight Support Group Revenue $1,255.21 $1,770.19 $2,639.35 | $3,269.54 $4,048.66 $5,092.30 $6,508.42 $8,456.84
Comparables Analysis shows the Industry ' Kol ] el
) Defense, Space, Aerospace $ 672.1 $ 9184 $ 11,0045 |$ 11,1308 $ 1,366.8 $ 1,571.0 $ 11,8243 $ 2,140.1
Mean P/E of 60.64, lower than company’s " Potential Upside due to Catalysts % of Growth 5% 37% 9% 13% 21% 15% 16% 17%
Other Industries $ 30033 $ 30685 § 25912 [§ 26641 $ 25791 $ 24465 $ 24056 § 232.93
current P/E Level 10 % of Growth 20% 2% -16% 3% -3% -5% 2% -3%
DateO6/epnze 22/7p02 035024 15/10P02 26112008 15/AP025  2/27005. 05/4p025 Total Electronic Technology Group Reven $  972.5 $ 1,225.2 $ 1,263.6 | $ 1,397.3 $ 1,624.7 $ 1,815.6 $ 2,064.9 $ 2,373.0
Total Revenue $ 2,227.7 $ 2,995.4 $ 3,903.0 | $ 4,666.8 $ 5673.3 $ 6907.9 $ 85733 $10,829.9
_ Product Cost of Good Sold $ 1,3456 $ 11,8146 $ 12,3559 |$ 2,613.41 $ 3,233.81 $ 4,006.59 $ 5,058.25 $ 6,497.93
. % of Growth 60% 61% 60% 57% 58% 59% 60% 61%
Risk Free Rate 4.26% . Total Cost of Revenue $ 1,345.6 $ 1,814.6 $ 2,355.9 | $2,742.06 $3,281.83 $3,890.32 $4,658.81 $5,643.77
Market Risk Premium 4.33% Key Assumptlons R&D Expenses $ 761 $ 958 § 1113 | $ 14934 $ 17587 $ 207.24 $ 26577 $ 33573
% of Expenses 3% 3% 3% 3.2% 3.1% 3.0% 3.1% 3.1%
180D Beta 1.06 Stock-based Compensation $ 126 $ 155 § 18.8 | ¢ 15.0 $ 523 § 1051 $ 1819 $  294.8
Mark 201. s : . % of Expenses 1% 1% 0% 0% 1% 2% 2% 3%
arket Cap 30291.5 NWC: increase of net working capital SGBA Expenses $ 3659 § 5281 $ 6773 |$ 7531 $ 9289 § 1,251 $ 1,3945 § 1,766.3
Debt Outstanding 2,353.60 in 2023 inly d h COVID % of Expenses 16% 18% 17% 16% 16% 16% 16% 16%
Cost of Debt 5.17% n mainly due to the post- Total Operating Expenses § 4546 § 6394 $ 8073 |§ 9174 § 11571 § 14375 § 18422 $ 2,396.8
: . Operating i 427.5 541.4 739.8 1,007.3 1,234.4 1,580.1 2,072.3 2,789.4
Cost of Equity 4.33% recovery of aerospace industry. Thus, perating Income * * * * # * * $
0 . .
-Iv-\?: ggte 24150200;" our model assumes it will gradually
L o Free Cash Flow Schedule
return to pl‘ e-COVID lCVClS. in $millions, unless otherwise specified
, , .
Terminal Growth Rate 2.0% Fiscal year ending Decembe' 2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E
erl 0% . EBIT $ 4275 $ 541.4 § 739.7 | $ 1,014.0 §$ 1,009.5 § 1,190.1 § 1,281.6 §$ 1,385.5
Discount Rate 4% WACC Assumptions (-)Tax $ 855 $ 108.3 § 147.9|$ 2028 § 219.9 $ 2380 $ 2563 §$ 277.1
Sum of PV of UFCF $  4,188.85 NOPAT $ 342.0 $ 4331 $ 591.8 |$ 811.19 $ 879.62 $ 952.07 $ 1,025.24 $ 1,108.38
v $  48.245.52 (+)D8A $ 130.0 $ 1753 $ 182.3 | $ 216.14 $ 159.73 ¢ 129.04 $ 112.35 $ 102.92
(4 : ( - ) Changes in NWC $ 5044 $ 149.8|$ 104.04 $ 7870 $ 5839 $ 49.34 $ 26.29
PV of TV $  39,055.95 We calculated our WACC based on the (- ) CapEx $ - s 494 $ 583|$ 71.82 $ 7916 $ 8232 $ 8516 $  89.21
EV $ 43,244.80 . UFCF $ 472.04 $ 54.59 $ 566.04 | $ 851.47 $ 881.48 $ 940.40 $ 1,003.09 $ 1,095.80
Cash $ "162.10 US 10Y Treasury Yield and the spread Discount Factor 0.96 0.92 0.88 0.84 0.81
<+ for our comparable companies. PV of UFCF $ 816.24 $ 810.04 § 82842 $ 847.08 $ 887.08
Debt 2,229.38 P p Sum PV of UFCF $  4,188.85
EqV $ 41,177.52
Diluted Shares Outstanding 138.95
Implied Share Price $ 296.35
Current Share Price $ 242.00
Impied Upside 22.5%
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Catalysts

Demand Side Supply Side

OEMs Persistent Production Bottlenecks

Pushing the clients switching from OEMs to the potential

DOGE’s Potential Military Budget Cut & Change of the
Military Guideline to Use PMA

HEICO is well positioned to benefit from PMA adoption that

accelerates under this policy shift

PMA products with cost-effectiveness

Aircraft Deliveries by Class Delivery Expenditures
Units. Constant 2024 US dollars

124:33, 2% 910 24733, 3%
Class, 1yr / 10yr CAGR

W Large Jets, 10%/ 4% ! ) @
Large Cabin, 3% /11% 208

[l I
==t W Medium Jets, 14% / 1%
III W Small Jets, 1%/ 1%

w@*’vgs“w @?@,g\? 1;‘59 U

8% Cut of military $50 Million Cut per
spending in the next 5 year and prioritize 17
years military areas

& & & P o
& o é"@”a&"ﬁ@"«&‘&"@"&@ &
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Risk and Mitigants

1. OEMs in the aviation industry pushback
against usage of PMA parts

OEMs pushback through marketing and
lobbying the FAA. This is due to concerns about

safety, quality, and wanting to stay competitive
with PMAs.

2. HEICO operates with a decentralized
structure

With over 100 subsidiaries, conflicting goals and
challenges integrating acquired companies can

arise.

3. HEICO is reliant on supply chain status
and single-suppliers for some products
HEICO produces thousands FAA approved
parts, many of which are high precision, low
volume components. Such parts require specific
materials and manufacturing capabilities that are
only sourced from specific suppliers.

HEILO

Mitigant

Airlines still continue to use PMA parts to keep a cost competitive advantage.
PMA parts have also been proven to be just as safe and reliable as OEM parts
because they have to be FAA approved. HEICO long performance track

overcomes stigma of OEMs and offer warranties for PMA parts.

HEICO uses its own business leaders at each of its own subsidiaries. They keep a
strong oversight on finance and compliance in addition to being actively involved
in the integrations. The subsidiaries greatly benefit from HEICO expertise and
getting FAA approvals.

HEICO’s acquisitions give them more control over quality and scheduling
delivery of parts in addition to maintaining a large inventory of parts. For
suppliers HEICO doesn’t acquire, HEICO creates Long-Term Supply
Agreements (LTAs) to lock in pricing and maintain delivery priority.

Company Overview Industry Overview

Investment Thesis

Valuation

Risks and Mitigants

10



