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Docket #1218 Date Filed: 5/1/2024

IN THE UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

Inre:

WESCO AIRCRAFT HOLDINGS, INC.,, et al.,
Debtors.'

WESCO AIRCRAFT HOLDINGS, INC.,, et al.,
Plaintiffs,
V.

SSD INVESTMENTS LTD., et al.,
Defendants.

WESCO AIRCRAFT HOLDINGS, INC., et al.,
Plaintiffs,
V.

SSD INVESTMENTS LTD., et al.,
Defendants.

SSD INVESTMENTS LTD., et al.,
Counterclaim Plaintiffs,
V.

WESCO AIRCRAFT HOLDINGS, INC.,, et al.,
Counterclaim Defendants.

LANGUR MAIZE, L.L.C.,
Crossclaim Plaintiff,
V.

PLATINUM EQUITY ADVISORS, LLC, et al.,
Crossclaim Defendants.

LANGUR MAIZE, L.L.C.,
Third-Party Plaintiff,
V.

UNNAMED PLATINUM FUNDS c¢/o PLATINUM
EQUITY ADVISORS, LLC, et al.,
Third-Party Defendants.

LANGUR MAIZE, L.L.C.,
Counterclaim Plaintiff,
V.

WESCO AIRCRAFT HOLDINGS, INC., et al.,
Counterclaim Defendants.

Chapter 11
Case No. 23-90611 (MI)
(Jointly Administered)

Adv. Pro. No. 23-03091 (MI)

! The Debtors operate under the trade name Incora and have previously used the trade names Wesco, Pattonair, Haas, and
Adams Aviation. A complete list of the Debtors in these chapter 11 cases, with each one’s federal tax identification
number and the address of its principal office, is available on the website of the Debtors’ noticing agent at
http://www.kccllc.net/Incora/. The service address for each of the Debtors in these cases is 2601 Meacham Blvd., Ste.

400, Fort Worth, TX 76137.
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THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS’
WITNESS AND EXHIBIT LIST FOR MAY 3. 2024

The Official Committee of Unsecured Creditors in the above-captioned case (the
“Committee”), hereby submits this list of witnesses and exhibits (the “Witness and Exhibit List”)
for the trial (the “Trial”) to be held on May 3, 2024, at 10:30 a.m. (Central), before the Honorable

Marvin Isgur, United States Bankruptcy Judge, 515 Rusk Street, Courtroom 4, Houston, Texas 77002.

The Committee designates the following witnesses and exhibits that may be offered at Trial:

WITNESSES
1. Joseph Denham
2. Any expert(s) to address issues raised by outstanding standing motions to be tried as
part of Adversary Proceeding
3. Any witness listed, offered, or called by any other party
4. Any witness necessary to authenticate a document
5. Any witness required for rebuttal or impeachment
EXHIBITS?
Exhibit ECF Description Offered | Objection | Admitted Date
No. No.
UCC-92 Excel spreadsheet listing trading data for 2024 N/A
Secured from 12/28/21 to 4/29/2022 from
FINRA and Bloomberg.
(WESCO_UCC00000002)
UCC-93 AAR Corp 8K Dec 21 12/21/2021
(WESCO_UCC00000003-17)
UCC-94 AAR Corp 10Q 3Q22 3/22/2022
(WESCO_UCC00000018-49)

2 The exhibits and list of witnesses in this Witness and Exhibit List supplement the Committee’s previously filed witness
and exhibit lists. For ease of reference, the Committee is omitting exhibit nos. UCC-1 —UCC-91. A full list of previously
filed exhibits can be found in The Official Committee of Unsecured Creditors’ Fourth Supplemental Witness and Exhibit
List for Trial that Started on January 25, 2024 [Docket No. 776].
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UCC-95 AAR Corp. — 8K Q122 Report 9/23/2021
(WESCO_UCC00000050-61)
UCC-96 AAR Corp. 8-K — Q222 Report 12/21/2021
(WESCO_UCC00000062-73)
ucc-97 AAR Corp. 8-K — Q421 Report 7/20/2021
(WESCO_UCC00000074-87)
UCC-98 AAR Corp. 8-K — Q3’22 Report 3/22/2022
(WESCO_UCC00000088-101)
UCC-99 AAR Corp. 2021 10-K 7/20/2021
(WESCO_UCC00000102-223)
UCC- AAR Corp. Q122 10-Q 9/23/2021
100 (WESCO_UCC00000224-269)
UCC- AAR Corp. Q2722 10-Q - 12/21/2021
101 (WESCO_UCC00000270-317)
UCC- Barnes Group Inc. — 8K Q1'21 Report 4/30/2021
102 (WESCO_UCC00000317-334)
UCC- Barnes Group Inc. — 8-K Q221 Report 7/30/2021
103 (WESCO_UCC00000335-353)
UCC- Barnes Group Inc. — 8K Q3'21 Report 10/29/2021
104 (WESCO_UCC00000354-372)
UCC- Barnes Group Inc. — Q421 Report 2/18/2022
105 (WESCO_UCC00000373-384)
UCC- Barnes Group Inc. 2021 10K 2/22/2022
106 (WESCO_UCC00000385-545)
UCC- Barnes Group Inc. Q121 10-Q 4/30/2021
107 (WESCO_UCC00000546-603)
UCC- Barnes Group Inc. Q221 10-Q 7/30/2021
108 (WESCO_UCC00000604-665)
UCC- Barnes Group Inc. Q321 10-Q 10/29/2021
109 (WESCO_UCC00000666-728)
UCC- Curtiss-Wright Corp. - Q122 8-K Report 3/31/2022
10 (WESCO_UCC00000729-747)
UCC- Curtiss-Wright Corp. — Q222 8K Report 8/3/2022
i (WESCO_UCC00000748-767)
UCC- Curtiss-Wright Corp. — Q322 10-Q 11/3/2022
12 (WESCO_UCC00000768-821)
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uUCcC- Curtiss-Wright Corp. - Q422 8-K Report 2/21/2023
13 (WESCO_UCC00000822-844)

uUCcC- Curtiss-Wright Corp. 8-K Q3'22 Report 11/2/2022
14 (WESCO_UCC00000845-867)

uUCcC- Curtiss-Wright Corp. 2022 10-K 2/22/2023
13 (WESCO_UCC00000868-1011)

UCC- Curtiss-Wright Corp. Q122 10-Q 5/5/2022
16 (WESCO_UCC00001012-1057)

UCC- Curtiss-Wright Corp. Q222 10-Q 8/4/2022
17 (WESCO_UCC00001058-1109)

UCC- Genuine Parts & Co. 2021 10K 2/12/2022
18 (WESCO_UCC00001110-1248)

UCC- Genuine Parts Co. Q121 10-Q 4/22/2021
19 (WESCO_UCC00001249-1285)

UCC- Genuine Parts Co. Q221 10-Q 7/22/2021
120 (WESCO_UCC00001286-1328)

UCC- Genuine Parts Co. Q321 10-Q 10/21/2021
121 (WESCO_UCC00001329-1369)

UCC- Kaman 10K 2021 2/24/2022
122 (WESCO_UCC00001370-1503)

UCC- Kaman Corp. — 8-K Q121 Report 5/4/2021
123 (WESCO_UCC00001504-1523)

uUCcC- Kaman Corp. — 8-K Q221 Report 8/5/2021
124 (WESCO_UCC00001524-1545)

UCC- Kaman Corp. — 8-K Q321 Report 11/2/2021
125 (WESCO_UCC00001546-1565)

UCC- Kaman Corp. — 8-K Q421 2/24/2022
126 (WESCO_UCC00001566-1589)

UCC- Kaman Corp. — Q121 10-Q 5/4/2021
127 (WESCO_UCC00001590-1655)

UCC- Kaman Corp. — Q221 10-Q 8/5/2021
128 (WESCO_UCC00001656-1726)

UCC- Kaman Corp. — Q321 10-Q 11/2/2021
129 (WESCO_UCC00001727-1799)
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uUcCcC- PowerPoint Presentation regarding Kaman: J.P. 3/17/2022

130 Morgan Industrials Conference
(WESCO_UCC00001800-1827)

UCC- Moog 10Q Q122 1/28/2022
131 (WESCO_UCC00001828-1876)

UCC- MOOG FY22 Q1 Supplemental 1/28/2022
132 (WESCO_UCC00001877-1880)

UCC- Moog, Inc. — Q221 10-Q 4/30/2021
133 (WESCO_UCC00001881-1939)

UCC- Moog, Inc. — Q321 10-Q 7/30/2021
134 (WESCO_UCC00001940-2000)

UCC- Moog, Inc. 2021 10-K 11/15/2021
133 (WESCO_UCC00002001-2138)

UCC- Moog Press Release 1/28/2022
136 (WESCO_UCC00002139)

UCC- Moog Q1 Press Release 1/28/2022
137 (WESCO_UCC00002140-2148)

UCC- MSC Industrial Direct Co., Inc. Q122 10-Q — 12/22/2021
138 (WESCO_UCC00002149-2182)

UCC- MSC Industrial Direct Co., Inc. Q221 10-Q 4/7/2021
139 (WESCO_UCC00002183-2221)

uUCcC- MSC Industrial Direct Co., Inc. Q321 10-Q 7/7/2021
140 (WESCO_UCC00002222-2262)

UcCcC- MSC Industrial Direct Co., Inc.2021 10-K 10/20/2021
141 (WESCO_UCC00002140-2343)

UCC- Q122 10Q_MSC Industrial Direct Co 12/22/2021
142 (WESCO_UCC00002344-2377)

UCC- Triumph Group Inc. — 8-K Q122 Report 8/4/2021
143 (WESCO_UCC00002378-2394)

UCC- Triumph Group Inc. — 8-K Q222 Report 11/9/2021
144 (WESCO_UCC00002395-2413)

UCC- Triumph Group Inc. — 8-K Q322 Report 2/9/2022
145 (WESCO_UCC00002414-2429)

UCC- Triumph Group Inc. — 8-K Q421 Report 5/20/2021
146 (WESCO_UCC00002430-2445)
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UCC- Triumph Group Inc. — 2021 10-K 5/20/2021
147 (WESCO_UCC00002446-2566)

UCC- Triumph Group Inc. — Q122 10-Q 8/4/2021
148 (WESCO_UCC00002567-2618)

UCC- Triumph Group Inc. — Q2'22 10-Q 11/8/2021
149 (WESCO_UCC00002619-2686)

UCC- Triumph Group Inc. — Q322 10-Q 2/8/2022
150 (WESCO_UCC00002687-2745)

UCC- W.W. Grainger Inc. - Q1'21 10-Q 4/30/2021
151 (WESCO_UCC00002746-2787)

UCC- W.W. Grainger Inc. Q221 10-Q 7/30/2021
152 (WESCO_UCC00002788-2837)

UCC- W.W. Grainger Inc. Q321 10-Q 10/29/2021
153 (WESCO_UCC00002838-2892)

UCC- WW Grainger 10K FY2021 2/23/2022
154 (WESCO_UCC00002893-2970)

UCC- RBC Capital Markets report titled “AAR Corp: 3/22/2022
155 Fiscal3Q22 reflects steady improvement,

management sees FY23 top-line inflection.”

(WESCO_UCC00002971-87)

UCC- Truist report titled “AAR Corp. (AIR): Strong 12/20/2022
156 Margin Performance; USM Inflection Appears to
be Coming into Focus.”

(WESCO_UCC00002988-96)

UCC- Truist report titled “AAR Corp. (AIR): 3/14/2022
157 Previewing F3Q22 Results; Look for Modest
Topline Headwinds.”
(WESCO_UCC00002997-3005)
UCC- Oppenheimer report titled, “Barnes Group Inc.” 4/29/2022
158 (WESCO_UCC00003006-19)
UCC- Truist report titled, “Barnes Group Inc. (B)” 4/29/2022
159 (WESCO_UCC00003020-29)
UCC- UBS report titled, “Barnes Group Inc” 2/21/2022
160 (WESCO_UCC00003030)
uUCcC- Truist report titled, “Curtiss-Wright Corporation 2/24/2022
161 (Cw)”

(WESCO_UCC00003031-40)
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uUCcC- UBS report titled, “Curtiss-Wright Corp” 2/24/2022
162 (WESCO_UCC00003041)
uUcCcC- William Blair report titled, “Curtiss-Wright 2/24/2022
163 Corporation”
(WESCO_UCC00003042-55)
UCC- CSG-CIMB  report titled, “Genuine Parts 3/28/2022
164 Company (GPC-NYSE)”
(WESCO_UCC00003056-68)
UCC- Guggenheim report titled, “GPC —4Q21 Recap — 2/22/2022
165 Auto & Industrial Organic Growth Outlook
Positive, Margin Outlook More Muted — Remain
NEUTRAL”
(WESCO_UCC00003069-74)
uUCcC- JPMorgan report titled, “Genuine Parts 2/18/2022
166 Company”
(WESCO_UCC00003075-87)
uUCcC- Raymond James report titled, “Genuine Parts 3/28/2022
167 Company (GPC-NYSE)”
(WESCO_UCC00003088-96)
UCC- Wedbush report titled, “Genuine Parts Company 2/18/2022
168 (GPC)”
(WESCO_UCC00003097-3108)
UCC- JPMorgan report titled, “Kaman Corp: The 8/13/2019
169 $600mn Question”
(WESCO_UCC00003109-118)
UCC- JPMorgan report titled, “Kaman Corp: First look 2/24/2022
170 at Q4 Earnings”
(WESCO_UCC00003119-126)
UCC- JPMorgan report titled, “Kaman Corp: JPM 3/16/2022
171 Industrials Conference Takeaway”
(WESCO_UCC00003127-133)
UCC- JPMorgan report titled, “Kaman Corp: First look 5/02/2022
172 at Q1 Earnings”
(WESCO_UCC00003134-140)
uUcCcC- JPMorgan report titled, “Kaman Corp: Touching 11/10/2021
173 Up Estimates For Better Margins”
(WESCO_UCC00003141-151)
uUCcC- Truist report titled, “Moog Inc. (MOG.A)” 1/28/2022
174 (WESCO_UCC00003152-160)
UCC- Truist report titled, “Moog Inc. (MOG.A)” 4/29/2022
175 (WESCO_UCC00003161-169)
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uUCcC- Jefferies report titled, “MSC Industrial” 12/22/2021
176 (WESCO_UCC00003170-179)
UCC- JPMorgan report titled, “MSC Industrial Direct” 1/14/2022
177 (WESCO_UCC00003180-189)
UCC- Loop Capital Markets report titled, “MSC 12/22/2021
178 Industrial Direct Co., Inc. (MSM - $8397)”
(WESCO_UCC00003190-200)
UCC- Raymond James report titled, “MSC Industrial 1/06/2021
179 Direct Co., Inc. (MSM-NYSE): Company Brief”
(WESCO_UCC00003201-208)
UCC- Raymond James report titled, “MSC Industrial 12/22/2021
180 Direct Co., Inc. (MSM-NYSE): Company Brief”
(WESCO_UCC00003209-217)
UCC- Raymond James report titled, “MSC Industrial 12/22/2021
181 Direct Co., Inc. (MSM-NYSE): Company
Comment”
(WESCO_UCC00003218-233)
UCC- Barclays report titled, “Triumph Group Inc” 2/09/2022
182 (WESCO_UCC00003234-3243)
uUCcC- Jefferies report titled, “Triumph Group, Inc.” 2/13/2022
183 (WESCO_UCC00003244-3271)
uUCcC- Jefferies report titled, “Triumph Group, Inc.” 2/05/2023
184 (WESCO_UCC00003272-3295)
UCC- Jefferies report titled, “Triumph Group, Inc.” 3/02/2023
185 (WESCO_UCC00003296-3310)
UCC- JPMorgan report titled, “Triumph Group” 2/09/2022
186 (WESCO_UCC00003311-3319)
UCC- Truist report titled, “Triumph Group, Inc. (TGI)” 5/18/2022
187 (WESCO_UCC00003320-3328)
UCC- JPMorgan report titled, “WW Grainger” 2/11/2022
188 (WESCO_UCC00003329-3339)
UCC- Oppenheimer report titled, “W.W. Grainger, 3/15/2022
189 Inc.”
(WESCO_UCC00003340-3351)
uUCcC- Raymond_James report titled, “W.W. Grainger, 2/30/2022
190 Inc. (GWW-NYSE)”
(WESCO_UCC00003352-3366)

ny-2728092



Case 23-03091 Document 1218 Filed in TXSB on 05/01/24 Page 9 of 16

UCC- RBC Capital Markets report titled, “W.W. 2/04/2022
191 Grainger, Inc.”
(WESCO_UCC00003367-3380)
uUCcC- UBS report titled, “W.W. Grainger Inc.” 2/03/2022
192 (WESCO_UCC00003381)
UCC- Wolfe Research report titled, “W.W. Grainger 4/19/2022
193 (GWW)”
(WESCO_UCC00003382-3400)
UCC- Excel spreadsheet titled, “(Regional Risk 2/29/2024
194 Premium) Revenue by Geography Q1722
(2024.02.29)”
(WESCO_UCC00003401)
UCC- Excel spreadsheet titled, “2.1.1.2 E.4 PEO Incora N/A
195 Geography P&L, Adj EBITDA, & CF 2022
Monthly”
(WESCO_UCC00003402)
FILED UNDER SEAL
UCC- Screen Capture titled, “Equity Risk Premium 3/28/2022
196 Bloomberg”
(WESCO_UCC00003403)
UCC- Damodaran (NYU) Corporate Marginal Tax 1/2024
197 Rates — By Country
(WESCO_UCC00003404-3407)
UCC- Excel spreadsheet titled, N/A
198 “Regional_Risk Premium by Country”
(WESCO_UCC00003408)
UCC- Screen Capture titled, “Equity Risk Premium N/A
199 Kroll”
(WESCO_UCC00003409)
UCC- Screen Capture titled, “Risk Free Rate Kroll” N/A
200 (WESCO_UCC00003410)
uUCcC- Screen Capture titled, “Size Premium Kroll” N/A
201 (WESCO_UCC00003411)
uUCcC- Congressional Budget Office, Long-Term 9/2020
202 Implications of the 2021 Future Years Defense
Program, September 2020
(WESCO_UCC00003412-3434)
uUCcC- Congressional Budget Office, The Long Term 7/2022
203 Budget Outlook, July 2022
(WESCO_UCC00003435-3503)
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UCC- FAA Acrospace Forecast Fiscal Years 2022-2042 6/28/2022
204 (WESCO_UCC00003504-3647)
UCC- CVC article titled, “Proposed sale of Ontic for 7/30/2019
205 $1,365 million to CVC Fund VII”
(WESCO_UCC00003648-3652)
UCC- Fitch Ratings article titled, “Fitch Affirms 10/11/2018
206 TransDigm at ‘B’ on Announcement of Esterline
Acquisition”
(WESCO_UCC00003653-3663)
UCC- Presentation titled, “TransDigm’s Acquisition of 10/10/2018
207 Esterline Technologies”
(WESCO_UCC00003664-3672)
UCC- Reuters article titled, “Esterline Technologies 7/20/2018
208 exploring potential sale — sources”
(WESCO_UCC00003673-3682)
UCC- JefferiesLLC Equity Research: TRANS(digm) 11/21/2018
209 forming Into Deal Close
(WESCO_UCC00003683-3702)
UCC- Business Wire article titled, “Kaman Completes 8/26/2019
210 Sale of Distribution Segment to Littlejohn & Co.”
(WESCO_UCC00003703)
UCC- Kaman Investor Presentation: Sale of 6/26/2019
211 Distribution
(WESCO_UCC00003704-3713)
UCC- Mergermarket article titled, “Ontic sale result of 8/08/2019
212 PE-heavy auction, sources say”’
(WESCO_UCC00003714-3715)
UCC- PRNewsire article titled, “TransDigm to Acquire 10/10/2018
213 Esterline Technologies in $4 Billion All Cash
Transaction”
(WESCO_UCC00003716-3721)
UCC- Esterline 10K Filed Nov-2018 11/21/2018
214 (WESCO_UCC00003722-3819)
UCC- Esterline Schedule 14A 11/07/2018
215 (WESCO_UCC00003820-3956)
uUCcC- KLX - Definitive Merger Agreement 7/25/2018
216 (WESCO_UCC00003957-4287)
uUCcC- KLX Aecrospace Schedule 14A 6/26/2018
217 (WESCO_UCC00004288-4605)
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uUCcC- Merger Agreement Esterline 10/09/2018
218 (WESCO_UCC00004606-4730)
uUCcC- Wesco Aircraft Holdings, Inc Schedule 14A 9/13/2019
219 (WESCO_UCC00004731-4999)
FILED UNDER SEAL
UCC- PowerPoint  Presentation regarding Incora 3/2023
220 Noteholder Presentation
(WESCO_UCC00005000-5040)
FILED UNDER SEAL
UCC- PowerPoint  Presentation regarding Incora 3/29/2022
221 Cleansing Presentation
(WESCO_UCC00005041-5057)
FILED UNDER SEAL
UCC- PowerPoint  Presentation regarding Incora 2/26/2024
222 Business Plan Overview
(WESCO_UCC00005058-5080)
FILED UNDER SEAL
uUCcC- Excel spreadsheet titled, N/A
223 “Business_Plan_Output Wesco 2004 0041404

E2)

(WESCO_UCC00005081)

FILED UNDER SEAL
UCC- ECF No. 13, Declaration of Raymond Carney in 6/01/2023
224 Support of Chapter 11 Petitions and First Day
Motions

(WESCO_UCC00005082-5170)

uUCcC- Excel spreadsheet titled, N/A
225 “Preservation_Case_Wesco 2004 0041384~
(WESCO_UCC00005071)
FILED UNDER SEAL
UCC- Excel spreadsheet titled, “Project N/A
226 Boost Diligence (S&U March 2022)”
(WESCO_UCC00005072)
FILED UNDER SEAL
UCC- Feb. 20, 2022 Board Meeting Minutes for 2/20/2022
227 Wolverine Intermediate Holding Corporation and

associated materials
WESCO_QE 2004 00031864
(WESCO_UCC00005073-5094)
FILED UNDER SEAL
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uUcCcC- Mar. 24, 2022 Board Meeting Minutes for 3/24/2022
228 Wolverine Intermediate Holding Corporation and
associated materials
WESCO_QE_UCC_2004_00032032
(WESCO_UCC00005085-5114)
FILED UNDER SEAL
UCC- Moody's Investors Report titled, “Sector In- 10/06/2022
229 Depth: Corporates — North America”
(WESCO_UCC00005115-5132)
UCC- S&P Global Report titled, “Industry Top Trends 1/25/2022
230 2022: Aerospace and Defense”
(WESCO_UCC00005133-5145)
UCC- FINRA Fixed Income Data for 2027 Notes 4/26/2024
231 (Denham Exhibit 11)
uUCcC- Expert Report of Joseph Denham 2/29/2024
232 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 1 N/A
233 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 2 N/A
234 FILED UNDER SEAL
UCC- Trial Demonstrative 3 N/A
235 FILED UNDER SEAL
UCC- Trial Demonstrative 4 N/A
236 FILED UNDER SEAL
UCC- Trial Demonstrative 5 N/A
237 FILED UNDER SEAL
UCC- Trial Demonstrative 6 N/A
238 FILED UNDER SEAL
UCC- Trial Demonstrative 7 N/A
239 FILED UNDER SEAL
UCC- Trial Demonstrative 8 N/A
240 FILED UNDER SEAL
UCC- Trial Demonstrative 9 N/A
241 FILED UNDER SEAL
UCC- Trial Demonstrative 10 N/A
242 FILED UNDER SEAL
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uUcCcC- Trial Demonstrative 11 N/A
243 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 12 N/A
244 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 13 N/A
245 FILED UNDER SEAL
UCC- Trial Demonstrative 14 N/A
246 FILED UNDER SEAL
UCC- Trial Demonstrative 15 N/A
247 FILED UNDER SEAL
UCC- Trial Demonstrative 16 N/A
248 FILED UNDER SEAL
UCC- Trial Demonstrative 17 N/A
249 FILED UNDER SEAL
UCC- Trial Demonstrative 18 N/A
250 FILED UNDER SEAL
UCC- Trial Demonstrative 19 N/A
251 FILED UNDER SEAL
UCC- Trial Demonstrative 20 N/A
252 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 21 N/A
253 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 22 N/A
254 FILED UNDER SEAL
uUcCcC- Trial Demonstrative 23 N/A
255 FILED UNDER SEAL
Any pleading on file in these cases
Any exhibits listed, designated, or offered by any
other party
Any exhibits necessary for rebuttal

ny-2728092
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The Committee reserves the right to modify, amend or supplement this Witness and Exhibit
List and to offer any exhibit on any other parties’ exhibit list. The Committee reserves the right to
ask the Court to take judicial notice of pleadings, orders, transcripts, and/or other documents filed in
or in connection with these Cases, and to offer rebuttal exhibits. Designation of any exhibit above
does not waive any objections the Committee may have to any exhibit listed on any other party’s

exhibit list.
Dated: May 1, 2024 Respectfully submitted,

MCDERMOTT WILL & EMERY LLP

/s/ Charles R. Gibbs

Charles R. Gibbs

Texas State Bar No. 7846300

Jack G. Haake

Texas State Bar No. 24127704

2501 North Harwood Street, Suite 1900

Dallas, TX 75201-1664

Telephone: (214) 295-8000

Facsimile: (972) 232-3098

Email: crgibbs@mwe.com
jhaake@mwe.com

-and -

Kristin K. Going (admitted pro hac vice)

Darren Azman (admitted pro hac vice)

Deanna Boll (admitted pro hac vice)

One Vanderbilt Avenue

New York, NY 10017-5404

Telephone: (212) 547-5400

Facsimile: (212) 547-5444

Email: kgoing@mwe.com
dazman@mwe.com
dboll@mwe.com

- and —
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MORRISON & FOERSTER, LLP

Lorenzo Marinuzzi (admitted pro hac vice)

Theresa A. Foudy (admitted pro hac vice)

Michael Birnbaum (admitted pro hac vice)

Benjamin Butterfield (admitted pro hac vice)

Raff Ferraioli (admitted pro hac vice)

250 West 55th Street

New York, NY 10019-9601

Telephone:(212) 468-8000

Facsimile: (212) 468-7900

E-mail: Imarinuzzi@mofo.com
tfoudy@mofo.com
mbirnbaum@mofo.com
bbutterfield@mofo.com
rferraioli@mofo.com

Counsel to the Official Committee of Unsecured Creditors
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CERTIFICATE OF SERVICE

I certify that on May 1, 2024, I caused a copy of the foregoing document to be served by the
Electronic Case Filing System for the United States Bankruptcy Court for the Southern District of
Texas.

/s/ Charles R. Gibbs
Charles R. Gibbs
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January 28, 2022

Moog Inc. (MOG.A) 27

Price Target: $88.00
Prior: $88.00

Outlook Reaffirmed But Cash Generation will be a Watch ltem

What's Incremental To Our View

Price (Jan. 27, 2022) $72.99
We maintain our BUY rating and $88 PT on MOGA post F1Q22. Mixed results were 52-Wk Range $91.54-367.77
accompanied by a reaffirmed FY22 outlook, although MOG.A now expects adj FCF Market Cap ($M) $2,359
conversion to be weak at ~44%. Elevated investment, capex, the wind-down of COVID ADTV 83,812
cash tailwinds, and extended credit terms are all proving to be cash headwinds. Shares Out (M) 323
Margins were pressured by inflation-related costs and supply chain disruptions .
but should expand in the coming periods. Trading at 13x our CY23 EPS estimate Short Interest Ratio/% Of Float 2.0%
we believe MOG.A shares screen well in the current rising rate/growth pressured Dividend/Yield $1.00/1.4%
environment using our DCF sensitivity analysis. TR to Target 21.9%
Enterprise Value ($M) $3,027.9
F1Q22 Results Recap: Total revenues of $724M beat the consensus estimate of $708M
and increased 5.8% YOY. By segment, Aircraft Controls revenue of $303M grew 6% YOY
and beat consensus of $294M. Space and Defense revenue increased 10% YOY, beating Cash & Equivalents $106.7
the Street's $200M estimate at $208M. Industrial Systems revenue of $213M fell short ($M)
of the $226M Street estimate but grew 2% YOQY. Total corporate adj. operating margins Total Debt ($M) $775.6
of 9.1% dipped 130bps YOY and were down 70bps seq'l. Aircraft control segment ad;.
operating margins of 8.5% were down 120bps YOY and down 30bps seq'l. Space and
defense adjusted operating margins of 11% were down 120bps YOY but up 40bps seq'l. 2021A CurerZZEPrior CuerZSE Prior
Industrial systems adj. operating margins of 8.1% were down 140bps YOY and down 230bps EPS ' '
seq'l. Adjusted EPS of $1.11 fell a penny short of the Street’s $1.12 estimate. Adjusted FCF 1Q $1.17 $111A  $141  $127  $1.18
of $31M significantly missed the Street’'s $98M estimate. 2Q $1.51 $1.21  $1.30 $1.44  $1.45
3Q $1.12 $1.37  $1.37 $1.51 $1.52
4Q $1.17 $1.56 $1.47 $1.63 $1.65
F1Q22 Key Takeaways: FY $4.97 $5.24 $5.24 $5.84  $5.80
e Margins still pressured, internal investments a watch item. Operating margins dipped Consensus EPS
130 bps YOY with declines of over 100 bps in all segments. Management called out FY - $5.50 $5.93
a variety of headwinds, including a tight labor market, supply chain constraints, and EPS
continued low throughput in Commercial Aero, noting the segment is relatively exposed cYy - $5.41  $5.31 -
to wide body aircraft that have not yet recovered. Additionally, management indicated that P/E - 13.5x 12.5x
it is focused on using capital on internal investments aimed at creating long-term value, FYE Sep
through investments in new products and technologies, as well as upgraded infrastructure
and facilities, which we believe will weigh on margins to a degree near-term. We do
anticipate that margins will begin to improve on a seq'l and YOY basis in fiscal 2Q.
¢ Inflationary environment likely to be an additional headwind to margins. MOG.A
provided fiscal 2Q EPS guidance of $1.30 +/- $0.15, in our view a wide range that reflects
ongoing uncertainty about the impact of supply chain constraints and cost inflation on near-
term earnings. MOG.A noted that it has little power to pass higher costs through in pricing
on the aerospace side, both for OE and aftermarket, and would generally only be able to
pass costs through on the military side with a lag as contracts are negotiated annually.
We believe the company has more power to raise prices in its industrial business, which
represents ~30% of sales.
Michael Ciarmoli Peter Osterland, CFA
212-303-0136 404-926-5136
Michael.Ciarmoli@truist.com Peter.Osterland@truist.com UCC_1 74
Samuel Struhsaker
404-926-5320

Samuel.Struhsaker@truist.com

SEE PAGE 7 FOR REQUIRED DISCLOSURE INFORMATION Page WESCO_UCC00003152
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e Cash generation guidance for FY22 is underwhelming in our view. MOG.A's prior GAAP FCF guidance of $178M
is unchanged but the adj FCF guidance of $78M removes the $100M benefit of A/R securitization. The company
expects cash generation in FY22 to benefit from ~$100M of customer advances and underlying adj FCF is admittedly
weak in our view. Management indicated that the prior cash flow benefits tied to COVID-related relief are unwinding
which, when coupled with elevated capex, investment and extended credit terms, are creating the pressure.

Estimates largely unchanged. We are making minimal changes to our FY22/23 estimates, detailed below:

MOG.A Truist Securities Ests
8 in millions except per-share items

Revenue $3,025.5 $3,009.4 $3,157.4 $3,137.7
Consensus 30277 53,1431

FY EPS $5.24 $5.24 $5.84 $5.80
CY EPS $5.41 $5.3:1 nia nia
Consensus $5.50 §5.093

FY Trading P/E Multiple 14.5x% 14.5% 13.0x 13.1x
CY Trading P/EMultiple 14.1x 14.3x nla nia
Price Target $88.00 $88.00 $88.00 $82.00
Implied FY P/E Multiple 16.8x 16.8x 15.1x 15.2x

Source: Company filings, FactSet, Truist Securities research and estimates
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Truist Securities
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($MM, except per-share data)
Source: Company filings and Truist Securities research and estimates
“‘Required Disclosures” are on the last tab of the workbook

Income Statement F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec MarE JunE SepE
Total Revenue 2,648.385 2,525.532 2,411.938 2,761.220 2,709.468 2,904.663 2,884.554 683.954 736.402 707.352 724.285 2,851.993 724.086 756.423 752.749 792.281 3,025.540 3,157.358
Cost of Sales 1,850.809 1,788.828 1,700.354 1,766.002 1,936.481 2,088.831 2,118.150 494.311 536.493 516.750 528.716 2,076.270 531.206 529.496 519.397 546.674 2,126.773 2,178.577
Gross Profit 797.576 736.704 711.584 995.218 772.987 815.832 766.404 205.186 220.921 212.206 195.569 833.881 192.880 226.927 233.352 245.607 898.766 978.781
Research & Development Expense 139.462 132.271 147.336 144.646 130.186 126.453 110.865 28.008 30.453 33.095 33.972 125.528 27.708 49.700 47.950 48.970 174.329 203.613
S,G,&A (includes corporate & other) 403.487 371.498 339.961 356.141 393.759 404.653 397.947 99.603 105.131 100.597 106.697 412.028 111.797 115.968 117.396 119.891 465.052 486.660
Total Operating Expenses 542.949 503.769 487.297 500.787 523.945 531.106 508.812 146.395 150.164 155.372 144.285 537.556 123.475 165.668 165.346 168.861 639.381 690.273
Operating Income (includes all expenses) 231.436 212.797 207.467 216.262 220.075 273.027 44314 58.791 70.757 56.834 51.284 237.666 69.405 61.259 68.006 76.746 275.416 288.508
Interest Expense 12.513 28.967 34.605 34.551 36.238 39.269 38.897 8.420 8.629 8.239 8.604 33.892 7.982 9.000 9.000 9.000 34.982 36.000
Other (1.389) 3.801 (3.372) 14.473 29.708 11.699 190.570 3.241 (6.432) 0.076 3.616 0.501 (16.030) 3.250 3.250 3.250 (6.280) 13.000
Earnings Before Income Taxes 218.923 183.830 172.862 181.711 183.837 233.758 5.417 50.371 62.128 48.595 42.680 203.774 61.423 52.259 59.006 67.746 240.434 252.508
Provision for Income Taxes 60.725 51.951 49.227 41.301 87.209 54.010 (3.788) 12.529 13.440 12.473 8.112 46.554 15.158 13.326 15.047 17.614 61.144 65.652
Net Income attributable to common/noncontrolling - - 123.635 140.410 96.628 179.748 9.205 37.842 48.688 36.122 34.568 157.220 46.265 38.933 43.960 50.132 179.289 186.856
Net earnings attributable to noncontrolling = = (3.112) (0.870) 0.121 = = - - - - = - - - - = =
Net Income 158.198 131.879 126.747 141.280 96.507 179.748 9.205 37.842 48.688 36.122 34.568 157.220 46.265 38.933 43.960 50.132 179.289 186.856
Weighted average shares - diluted 44.952 39.335 36.529 36.230 36.052 35,179 33.438 32.237 32.325 32.355 32.325 32.311 32.188 32.158 32.128 32.098 32.143 32.023
Diluted EPS $3.52 $3.35 $3.47 $3.90 $4.56 $5.11 $4.68 $1.17 $1.51 $1.12 $1.17 $4.97 $1.11 $1.21 $1.37 $1.56 $5.24 $5.84
EBITDA Reconciliation
Operating Income 231.436 212.797 207.467 216.262 220.075 273.027 44314 58.791 70.757 56.834 58.184 237.666 69.405 61.259 68.006 76.746 275.416 288.508
Depreciation and Amortization 109.259 103.609 98.732 90.167 88.572 85.260 86.972 21.488 22.570 22.748 23.353 90.159 22.692 23.000 23.000 23.000 91.692 95.200
EBITDA 340.695 316.406 306.199 306.429 308.647 358.287 131.286 80.279 93.327 79.582 81.537 327.825 92.097 84.259 91.006 99.746 367.108 383.708
Stock compensation expense 7.189 5.074 3.271 4.582 5.804 6.464 5.661 2.502 2127 1.791 1.041 7.461 2.658 1.000 1.000 1.000 5.658 4.000
EBITDAS 347.884 321.480 309.470 311.011 314.451 364.751 136.947 82.781 95.454 81.373 82.578 335.286 94.755 85.259 92.006 100.746 372.766 387.708
EBITDA/Share $7.58 $8.04 $8.38 $8.46 $8.56 $10.18 $3.93 $2.49 $2.89 $2.46 $2.52 $10.15 $2.86 $2.62 $2.83 $3.11 $11.42 $11.98
EBITDAS/Share $7.74 $8.17 $8.47 $8.58 $8.72 $10.37 $4.10 $2.57 $2.95 $2.51 $2.55 $10.38 $2.94 $2.65 $2.86 $3.14 $11.60 $12.11
Margins
Corporate Gross Margin 30.1% 29.2% 29.5% 36.0% 28.5% 28.1% 26.6% 30.0% 30.0% 30.0% 30.0% 29.2% 30.0% 30.0% 31.0% 31.0% 29.7% 31.0%
Research and Development 5.3% 5.2% 6.1% 5.2% 4.8% 4.4% 3.8% 4.1% 4.1% 4.7% 4.7% 4.4% 3.8% 6.6% 6.4% 6.2% 5.8% 6.4%
SG&A 15.2% 14.7% 14.1% 12.9% 14.5% 13.9% 13.8% 14.6% 14.3% 14.2% 14.7% 14.4% 15.4% 15.3% 15.6% 15.1% 15.4% 15.4%
Operating Expenses 20.5% 19.9% 20.2% 18.1% 19.3% 18.3% 17.6% 21.4% 20.4% 22.0% 19.9% 18.8% 17.1% 21.9% 22.0% 21.3% 21.1% 21.9%
Operating Margin (GAAP) 8.7% 8.4% 8.6% 7.8% 8.1% 9.4% 1.5% 8.6% 9.6% 8.0% 7.1% 8.3% 9.6% 8.1% 9.0% 9.7% 9.1% 9.1%
EBITDA Margin 12.9% 12.5% 12.7% 11.1% 11.4% 12.3% 4.6% 11.7% 12.7% 11.3% 11.3% 11.5% 12.7% 11.1% 12.1% 12.6% 12.1% 12.2%
Net Margin 6.0% 5.2% 5.3% 5.1% 3.6% 6.2% 0.3% 5.5% 6.6% 5.1% 4.8% 5.5% 6.4% 5.1% 5.8% 6.3% 5.9% 5.9%
Tax Rate 27.7% 28.3% 28.5% 22.7% 47.4% 23.1% -69.9% 24.9% 21.6% 25.7% 19.0% 22.8% 24.7% 25.5% 25.5% 26.0% 25.4% 26.0%
Growth Rates
Total Revenue, yr/yr 1.5% -4.6%| -4.5% 14.5%| -1.9% 7.2%) -0.7% -9.4% -3.8% 7.6% 2.5% -1.1%) 5.9% 2.7% 6.4% 9.4% 6.1%)| 4.4%
Revenue Seq'l 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%: -3.2% 7.7% -3.9% 2.4% 0.0% 0.0% 4.5% -0.5% 5.3% 0.0% 0.0%
Gross Profit, yriyr 1.8% -7.6% -3.4% 39.9% -22.3% 5.5% -6.1% -2.9% 6.2% 24.3% 10.9% 8.8% -6.0% 2.7% 10.0% 25.6% 7.8% 8.9%
Research & Development, yr/yr 3.6% -5.2% 11.4% -1.8% -10.0% -2.9% -12.3% -0.7% 14.1% 20.8% 18.9% 13.2% -1.1% 63.2% 44.9% 44.1% 38.9% 16.8%
Selling, General and Administrative yr/yr 1.7% -7.9% -8.5% 4.8% 10.6% 2.8% -1.7% 1.3% -2.0% 3.8% 11.8% 3.5% 12.2% 10.3% 16.7% 12.4% 12.9% 4.6%
Operating Income, yr/yr 20.6% -8.1% -2.5% 4.2% 1.8% 24.1% -83.8% -23.8% -1.4% -447.2% -156.5% 436.3% 18.1% -13.4% 19.7% 49.6% 15.9% 4.8%
EBITDA, yr/yr 13.5% -7.1% -3.2% 0.1% 0.7% 16.1% -63.4% -18.7% -0.5%  1296.7% -217.4% 149.7% 14.7% -9.7% 14.4% 22.3% 12.0% 4.5%
Net Income, yr/yr 31.3% -16.6% -3.9% 11.5% -31.7% 86.3% -94.9% -24.4% -2.1% -350.4% -144.3% 1608.0% 22.3% -20.0% 21.7% 45.0% 14.0% 4.2%
Diluted EPS, yr/yr 33.8% -4.7% 3.5% 12.4% 16.9% 12.1% -8.3% -18.4% 2.0% 20.0% 43.5% 6.0% -5.9% -19.6% 22.6% 33.6% 5.6% 11.3%

Source: Company filings and Truist Securities research and estimates
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($MM, except per-share data)

Segment Data F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec MarE JunkE SepE

Segment Revenue

Aircraft Controls 1,117.800 1,086.300 | 1,063.718 | 1,124.885 1,193.440 1,302.750 1,205.336 286.774 304.361 272.131 297.972 1,161.274 303.317 314.031 295.366 326.492 1,239.189 1,294.565

Space and Defense Controls 394.500 381.600 366.091 529.203 580.750 683.412 769.843 188.162 206.168 204.887 200.018 799.400 207.856 217.616 223618 229.942 879.075 915.775

Industrial Systems 591.000 521.600 514.984 843.436 935.178 918.242 908.802 209.018 225.873 230.334 226.295 891.300 212913 224.777 233.765 235.848 907.290 947.018
Total Segment Revenue 2,722.331 2,525.536 | 2,411.937 | 2,761.220 2,709.468 2,904.663 2,884.554 683.954 736.402 707.352 724.285 2,851.993 724.086 756.423 752.749 792.281 3,025.540 3,157.358
Segment Growth - YoY:

Aircraft Controls 5.5% -2.8% -2.1% 5.8% 6.1% 9.2% -7.5% -15.6% -10.9% 9.1% 8.4% -3.7% 5.8% 3.2% 8.5% 9.6% 6.7% 4.5%

Space and Defense Controls -0.4% -3.3% -4.1% 44.6% 9.7% 17.7% 12.6% 1.0% 6.8% 11.4% -3.4% 3.8% 10.5% 5.6% 9.1% 15.0% 10.0% 4.2%

Industrial Systems -0.2% -11.7% -1.3% 63.8% 10.9% -1.8% -1.0% -8.6% -2.2% 2.7% 0.6% -1.9% 1.9% -0.5% 1.5% 4.2% 1.8% 4.4%
Total Segment Growth - -7.2% -4.5%)| 14.5% -1.9% 7.2% -0.7%| -9.4% -3.8% 7.6% 2.5% -1.1%)| 5.9% 2.7% 6.4% 9.4% 6.1%) 4.4%
Segment Revenue as a % of Total:

Aircraft Controls 41% 43%: 44% 41%: 44%: 45%: 42%: 42% 41% 38% 41% 41% 42% 42% 39% 41% 41% 41%

Space and Defense Controls 14% 15% 15% 19% 21%: 24%: 27% 28% 28% 29% 28% 28% 29% 29% 30% 29% 29% 29%

Industrial Systems 22% 21%: 21% 31%: 35%: 32%: 32%: 31% 31% 33% 31% 31% 29% 30% 31% 30% 30% 30%
Total 100% 100% 100% 109% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Segment Operating Income:

Aircraft Controls 115.726 100.006 97.508 114.016 128.978 139.701 32.436 27.922 22.018 20.545 26.193 96.678 41.915 31.403 31.013 35.914 140.246 135.158

Space and Defense Controls 26.119 33.236 42.420 46.525 67.076 88.990 101.554 23.046 26.652 21.339 17.296 88.333 21.299 22.850 25.716 28.168 98.033 103.098

Industrial Systems 58.109 45.021 48.542 78.157 62.934 109.451 79.916 19.898 23.813 23.004 19.233 85.948 17.191 19.106 23.377 24.764 84.438 97.252
Total Segment Operating Income 275.718 245.509 238.244 291.152 258.988 338.142 213.906 70.866 72.483 64.888 62.722 270.959 80.405 73.359 80.106 88.846 322.716 335.508
Segment Operating Margin:

Aircraft Controls 10.4% 9.2% 9.2% 10.1% 10.8% 10.7% 2.7% 9.7% 7.2% 7.5% 8.8% 8.3% 13.8% 10.0% 10.5% 11.0% 11.3% 10.4%

Space and Defense Controls 6.6% 8.7% 11.6% 8.8% 11.5% 13.0% 13.2% 12.2% 12.9% 10.4% 8.6% 11.0% 10.2% 10.5% 11.5% 12.3% 11.2% 11.3%

Industrial Systems 9.8% 8.6% 9.4% 9.3% 6.7% 11.9% 8.8% 9.5% 10.5% 10.0% 8.5% 9.6% 8.1% 8.5% 10.0% 10.5% 9.3% 10.3%
Total Segment Operating Income 10.1%| 9.7% 9.9%| 10.5% 9.6% 11.6% 7.4%) 10.4% 9.8% 9.2% 8.7% 9.5%] 11.1% 9.7% 10.6% 11.2% 10.7%| 10.6%

Source: Company filings and Truist Securities research and estimates
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Balance Sheet F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec MarE JunE SepE
Cash and Cash Equivalents 231.292 309.853 325.128 368.073 125.584 92.548 85.072 98.334 91.012 91.658 100.914 100.914 106.726 182.155 111.807 111.202 111.202 184.366
Receivables 780.874 698.419 688.388 727.740 793.911 957.287 855.535 872.843 922.092 896.998 945.929 945.929 891.588 817.755 885.588 880.312 880.312 894.711
Inventories 517.056 493.360 479.040 489.127 512.522 534.974 623.043 646.627 636.580 632.359 613.095 613.095 597.444 661.871 659.552 716.949 716.949 692.181
Deferred income taxes 92.390 91.210 92.903 = ° ° = - - - - = - - - - - -
Prepaid expenses and other current assets 42.452 34.653 34.688 41.499 44.404 44.164 49.837 47.119 48.278 49.513 58.842 58.842 63.711 59.430 64.348 60.025 60.025 61.231
Total Current Assets 1,664.064 1,627.495 1,620.147 1,626.439 1,476.421 | 1,628.973 1,613.487 1,664.923 1,697.962 1,670.528 1,718.780 1,718.780 1,659.469 1,721.211 1,721.295 1,768.488 1,768.488 1,832.489
Property, plant and equipment 555.348 536.756 522.369 522.991 552.865 586.767 600.498 609.358 628.550 639.202 645.778 645.778 663.498 684.498 705.498 726.498 726.498 810.498
Operating lease right of use assets 68.393 68.772 65.410 62.507 60.355 60.355 62.657 62.657 62.657 62.657 62.657 62.657
Goodwill 757.852 737.212 740.162 774.268 797.217 784.240 821.856 866.366 860.239 860.268 851.605 851.605 842.042 840.042 838.042 836.042 836.042 826.442
Intangible assets 178.070 143.723 113.560 108.818 95.537 79.646 85.046 117.717 114.820 111.867 106.095 106.095 102.220 100.220 98.220 96.220 96.220 86.620
Deferred income taxes - - - 26.558 17.328 e 18.924 20.524 18.808 18.467 17.769 17.769 18.239 18.239 18.239 18.239 18.239 18.239
Other Assets 53.118 41.285 45.621 31.518 24.680 14.619 17.627 18.888 20.051 20.471 32.787 32.787 36.480 36.845 37.213 37.585 37.585 39.111
Total Assets 3,208.452 3,086.471 3,041.859 3,090.592 2,964.048 | 3,114.237 3,225.831 3,366.548 3,405.840 3,383.310 3,433.169 3,433.169 3,384.605 3,463.712 3,481.164 3,545.730 3,545.730 3,676.056
Short-term borrowings 103.660 0.083 1.379 0.089 3.623 = = - - - - = - - - - - -
Current portion of long-term debt 5.262 0.034 0.167 0.295 0.365 0.249 0.350 69.148 71.652 56.062 80.365 80.365 0.367 0.367 0.367 0.367 0.367 0.367
Accounts payable 162.667 165.973 144.450 170.878 213.982 257.677 176.868 173.256 175.061 162.890 200.602 200.602 178.158 235.332 225.825 257.258 257.258 268.729
Accrued salaries, wages and commissions 141.096 125.270 126.319 148.406 147.765 143.765 109.510 102.138 99.223 111.159 112.703 112.703 90.965 90.965 90.965 90.965 90.965 90.965
Customer advances 145.500 167.423 167.514 159.274 151.687 137.242 203.338 234.480 256.080 259.425 263.686 263.686 367.873 367.873 367.873 367.873 367.873 367.873
Contract loss reserves 35.984 30.422 32.543 43.214 42.258 57.556 = - - - - = - - - - - -
Other accrued liabilities 128.635 116.300 116.860 107.278 120.944 131.169 220.488 234.840 225.915 216.625 212.005 212.005 207.375 208.375 209.375 210.375 210.375 214.375
Total Current Liabilities 722.804 605.505 589.232 629.434 680.624 727.658 710.554 813.862 827.931 806.161 869.361 869.361 844,738 902.912 894.405 926.838 926.838 942.309
Long-term debt 765.114 1,075.067 1,010.304 956.653 858.836 832.984 929.982 898.078 896.955 863.682 823.355 823.355 775.262 769.262 763.262 757.262 757.262 733.262
Senior subordinated notes = = = = = = = - - - - = - - - - - -
Long-term pension and retirement obligations 288.216 348.239 401.747 271.272 117.471 160.034 183.366 189.081 180.112 181.400 162.728 162.728 161.285 161.285 161.285 161.285 161.285 161.285
Deferred income taxes 83.931 60.209 42.171 13.320 46.477 40.528 40.474 47.829 48.778 54.168 64.642 64.642 74.352 74.352 74.352 74.352 74.352 74.352
Other long-term liabilities 0.972 2.919 4.343 5.609 35.654 30.552 118.372 114.454 113.607 110.694 112.939 112.939 104.545 104.545 104.545 104.545 104.545 104.545
Total Liabilities 1,861.037 2,091.939 2,047.797 1,876.288 1,739.062 | 1,791.756 1,982.748 2,063.304 2,067.383 2,016.105 2,033.025 2,033.025 1,960.182 2,012.356 1,997.849 2,024.282 2,024.282 2,015.753
Non-controlling Interest = = 5.651 = = = = - - - - = - - - - = =
Common Stock - Class A 43.628 43.667 43.667 43.704 43.785 43.795 43.799 43.802 43.802 43.802 43.803 43.803 43.803 43.803 43.803 43.803 43.803 43.803
Common Stock - Class B 7.652 7.613 7.613 7.576 7.495 7.485 7.481 7.478 7.478 7.478 7.477 7.477 7.477 7.477 7.477 7.477 7.477 7.477
Additional paid-in capital 463.965 456.512 465.762 492.246 502.257 510.546 472.645 505.038 519.006 519.636 509.622 509.622 518.857 520.857 522.857 524.857 524.857 532.857
Retained earnings 1,447.911 1,579.794 1,706.539 1,847.819 1,973.514 | 2,133.328 2,112.734 2,142.566 2,183.218 2,211.305 2,237.848 2,237.848 2,276.082 2,306.015 2,340.974 2,382.106 2,382.106 2,532.962
Treasury shares (360.445) (701.771) (741.700) (739.157) (738.494) (769.569) (990.783) (1,000.795)  (1,000.389)  (1,007.754)  (1,007.506)| (1,007.506)| (1,023.086) (1,028.086)  (1,033.086)  (1,038.086)| (1,038.086)| (1,058.086)
Stock Employee Compensation Trust (48.458) (44.211) (49.463) (89.919)|  (118.449)| (111.492) (64.242) (78.597) (85.034) (85.314) (79.776) (79.776) (82.721) (82.721) (82.721) (82.721) (82.721) (82.721)
Supplemental Retirement Plan Trust E (5.337) (8.946) (12.474) (72.941)|  (71.546) (53.098) (65.986) (70.047) (69.448) (63.764) (63.764) (66.094) (66.094) (66.094) (66.094) (66.094) (66.094)
Accumulated other comprehensive loss (206.838) (341.735) (435.061) (335.491) (372.181) (420.066) (285.453) (250.262) (259.577) (252.500) (247.560) (247.560) (249.895) (249.895) (249.895) (249.895) (249.895) (249.895)
Total Shareholders Equity 1,347.415 994.532 988.411 1,214.304 1,224.986 | 1,322.481 1,243.083 1,303.244 1,338.457 1,367.205 1,400.144 1,400.144 1,424.423 1,451.356 1,483.315 1,521.447 1,521.447 1,660.303
Total Liabilities & Shareholders Equit 3,208.452 3,086.471 [ 3041.859 [ 3,090.592 | 2,964.048 | 3,114.237 | 3225.831 3,366.548 3,405.840 3,383.310 3,433.169 3,433.169 3,384.605 3,463.712 3,481.164 3,545.730 3,545.730 3,676.056
Total cash 231.292 309.853 325.128 368.073 125.584 92.548 85.072 98.334 91.012 91.658 100.914 100.914 106.726 182.155 111.807 111.202 111.202 184.366
Total debt (874.036) (1,075.184)| (1,011.850) (957.037) (862.824) (833.233) (930.332) (967.226) (968.607) (919.744) (903.720) (903.720) (775.629) (769.629) (763.629) (757.629) (757.629) (733.629)
Net cash (debt) (642.744) (765.331) (686.722) (588.964) (737.240) (740.685) (845.260) (868.892) (877.595) (828.086) (802.806) (802.806) (668.903) (587.474) (651.822) (646.427) (646.427) (549.263)
Blended average interest rate 1.4% 2.7% 3.4% 3.6% 4.2% 4.7% 4.2% 3.5% 3.6% 3.6% 3.8% 3.8% 4.1% 4.7% 4.7% 4.8% 4.6% 4.9%
Net cash (debt) per share $ (1430)| $ (19.46)[ $  (18.80)( $ (16.26)[ $  (20.45)| $ (21.05)| $  (25.28)| $ (26.95) $ (27.15) $ (25.59) $ (24.84)| $ (24.85)| $ (20.78) $ (18.27) $ (20.29) $ (20.14)| $ (2011)[ $ (17.15)
Net working capital per share $ 2094 |$ 2598 | $ 2822 | $ 2752 | $ 2207 | $ 2562 | $ 27.00 | $ 26.40 $ 2691 $ 2671 $ 26.28 | $ 26.29 | $ 2531 $ 2545 $ 2574 $ 26.22 | $ 26.18 | $ 27.80
Tangible book per share $ 915 | $ 289 | $ 369 |$ 9.14 | $ 922 |$ 13.04 | $ 10.05 | $ 9.90 $ 1124 $ 1221 $ 1369 | $ 1369 | $ 1492 $ 1589 $ 17.03 $ 1836 | $ 1833 | $ 23.33
Book value per share $ 2997 |$ 2528 | $ 27.06 | $ 3352 | $ 3398 | $ 3759 | $ 37.18 | $ 4043 $ 4141 $ 4226 $ 4331 | $ 4333 | $ 4425 $ 45.13 $ 46.17 $ 47.40 | $ 47.33 | $ 51.85
Debt to equity with pension 0.89 0.86 0.81 0.76 0.66 0.64 0.62 0.60
Net Debt to Total Capitalization 28.9% 37.0% 34.3% 27.1% 35.3% 34.4% 38.9% 38.3% 38.0% 36.2% 34.8% 34.8% 30.4% 26.5% 29.0% 28.4% 28.4% 22.9%
LTD-to-Capital 0.40 0.39 0.38 0.36 0.35 0.35 0.34 0.33
Debt to ttm EBITDA 10.48 10.45 5.99 3.19 270 276 2.65 2.50
Net Debt to EBITDA 1.9 24 22 1.9 24 2.1 6.4 24 18 1.4
Current ratio 2.05 2.05 2.07 1.98 1.96 1.91 1.92 1.91
AR Turnover 3.17 3.28 3.11 3.14 3.15 3.70 3.40 3.60
A/R DSOs 115.30 111.21 117.33 116.09 115.78 98.65 107.35 101.39
AJP Turnover 11.29 12.32 12.23 11.64 11.22 9.00 9.20 8.50
Inventory Turnover 3.11 3.34 3.26 3.40 3.51 3.20 3.15 3.05
Return on sales 5.5% 6.6% 5.1% 4.8% 6.4% 5.1% 5.8% 6.3%

Source: Company filings and Truist Securities research and estimates
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Truist Securities
Michael Ciarmoli - (212) 303-0136

($MM, except per-share data)

Cash Flow Statement F2013 F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec MarE JunE SepE
Cash flows from operations:
Net Income 120.497 158.198 131.883 123.635 140.410 96.628 179.748 9.205 37.842 48.688 36.122 34.568 157.220 46.265 38.933 43.960 50.132 179.289 186.856
Depreciation 75.000 78.078 78.610 77.407 71.363 71.231 71.926 74.243 18.647 18.975 19.184 19.865 76.671 19.290 19.000 19.000 19.000 76.290 76.000
Amortization 33.073 31.181 24.999 21.325 18.804 17.341 13.334 12.729 2.841 3.595 3.564 3.488 13.488 3.402 4.000 4.000 4.000 15.402 19.200
Deferred income taxes (8.216) 5.021 12.991 4.248 10.758 30.613 (4.598) (40.845) (0.139) (1.048) 5.348 4.001 8.162 7.895 1.000 1.000 1.000 10.895 4.000
Equity-based compensation 6.620 7.189 5.074 3.271 4.582 5.804 6.464 5.661 2.502 2127 1.791 1.041 7.461 2.658 1.000 1.000 1.000 5.658 4.000
Impairment of long-lived assets - - - - 34.455 - 60.547 - - - - - - - - - - -
Redemption of senior subordinated notes - 8.002 - - - - - - - - - - - - - - - - -
Provisions for non-cash losses on contracts 38.200 = ° = = ° = = - - - - = - - - - e e
Other 7.620 7.260 7.826 13.440 17.898 = 4.239 130.960 1.544 (4.659) 0.334 5.026 2.245 (13.947) (13.947) -
Decrease/(increase) in accounts receivable (58.368)|  23.707 60.616 1.672 (44.558)|  (67.621)|  (82.818) 111525 3664 (51.361)  26.368  (52.130) (73.459) 38.941 73.833 (67.832) 5275 50.217 (14.399)
Decrease/(increase) in inventory (6.871)[ 23.666 3.821 12,644 (5.999)| (32.451)|  (96.652) (99.015)|  (4.058)  13.359 0.208 10.067 19.576 7.179 (64.427) 2319 (57.397)|  (112.326) 24.768
Increase/(decrease) in accounts payable and accrued expenses 10.543 (17.783) 8.107 (21.821) 25.740 39.440 52.499 (84.065) (7.510) 2422 (12.442) 38.050 20.520 (20.833) 57.174 (9.507) 31.433 58.267 11.471
Increase/(decrease) in customer advances 32.437 (0.304) 24.112 2.903 (7.054) (10.998) (14.432) 65.680 29.712 21.637 3.065 4.884 59.298 105.548 - - - 105.548 -
Increase/(decrease) in accrued expenses 1.053 7.685 (6.525) (0.727) 16.901 11.466 3.014 (3.516) 6.989 (8.788) 5.302 (1.213) 2.290 (26.914) - - - (26.914) -
Increase/(decrease) in accrued income tax - 6.273 (9.986) 4.481 (4.686) 4.227 6.749 (17.964) 8.831 3.860 2.085 (10.123) 4.653 5.173 - - - 5.173 -
Increase/(decrease) in pension and post retirement liabilities 8.174 (43.612) (15.048) (29.708) (29.029) (123.500) 27.329 33.305 5.022 (1.176) 4.534 4.123 12.503 4.501 - - - 4.501 -
Increase/(decrease) other assets and liabilities (8.485) (7.459) 8.066 3.086 2.650 25.772 14.621 20727 | (11.792)  (4.359) (2.250) 0.999 (17.402)| (21.973) 3.916 (5.286) 3.951 (19.392) (2.733)
Total Adjustments 130.780 128.904 202.663 92.221 77.370 5.779 1.675 269.972 56.253 (5.416) 57.091 28.078 136.006 110.920 95.496 (55.307) 8.263 159.372 122.308
Net Cash Provided by Operating Activities 251.277 287.102 334.546 215.856 217.780 102.407 181.423 279.177 94.095 43.272 93.213 62.646 293.226 157.185 134.429 (11.347) 58.395 338.661 309.164
Cash flows from investing activities:
Acquisitions of businesses (69.157) - - (11.016) (40.545) (48.382) - (54.265) (77.708) 0.108 - - (77.600) - - - - - -
Purchases of PPE (93.174)| (78.771)] (80.693)| (67.208)|  (75.798)| (94.517)| (118.422) (88.284)| (20.309) (37.710)  (30.554)  (40.161)| (128.734)| (37.059)  (40.000)  (40.000)  (40.000)[ (157.059)| (160.000)
Other (11.067) (8.124) 13.095 (0.994) 6.820 1.257 2.702 (3.644) 1.604 0.291 1.720 11.562 15.177 37.336 - - - 37.336 -
Net Cash Used for Investing Activities (173.398)| (86.895)] (67.598)| (79.218)] (109.523)| (141.642)] (115.720)] (146.193)| (96.413) (37.311) (28.834)  (28.599)| (191.157) 0.277 (40.000)  (40.000)  (40.000)| (119.723)] (160.000)
Cash flows from financing activities:
Net (repayments of) proceeds from notes payable 16.124 (0.977) (3.570) - (1.280) 3.618 (3.653) - - - - - - - - - - - -
Proceeds from revolving lines of credit 897.162 361.135 428.130 324.670 255.622 568.550 971.658 1,151.550 271.700  231.500 150.300 146.450 799.950 215.200 80.000 80.000 80.000 455.200 320.000
Payments on revolving lines of credit (782.617) = (518.130)| (409.670)| (305.512)| (678.660)| (998.726)| (1,187.159)| (235.700) (232.000) (184.286) (186.950)| (838.936)| (263.476)  (85.000)  (85.000)  (85.000)[ (518.476)| (340.000)
Payments on finance lease obligations (0.488) (0.554) (0.546) (0.568) (2.156) (0.505)
Proceeds from issuance of long term debt - - - 20.000 - 15.000 - 15.128 25.100 14.700 2.500 36.400 78.700 - - - - - -
Payments on long term debt (3.113) (3.256) (5.259)[ (10.098) (0.168)|  (25.922) (0.411) (74.470)| (27.586) (12.317)  (15.988)  (12.189) (68.080)|  (80.060) (1.000) (1.000) (1.000) (83.060) (4.000)
Payment of dividends = = = = (17.889)|  (34.857) (25.210)| (8.010)  (8.036) (8.035) (8.025) (32.106) (8.031) (9.000) (9.000) (9.000) (35.031) (36.000)
Payments on senior subordinated notes (187.000)| (191.575) - - - - - (300.000) - - - - - - - - - - -
Payment of premium on redemption of sr. sub notes - (6.945) - - - - - - - - - - - - - - - - -
Proceeds from senior sub notes = = 294.430 = = = = 491.769 - - - - = - - - - = =
Proceeds from sale of treasury stock 10.725 - 11.436 4.574 3.797 4.560 (40.955) 7.014 - 4.230 0.373 6.263 10.866 2.144 1.000 1.000 1.000 5.144 4.000
Proceeds from sale of stock held by SECT 0.781 - 7.395 28.048 0.867 4.714 5.268 24.721 0.274 - 0.405 - 0.679 2.075 2.000 2.000 2.000 8.075 8.000
Purchase of outstanding shares for treasury = (272.876)| (363.848)| (44.933) (8.643) (8.218) 13.990 (232.290)| (11.674)  (7.170) (7.858) (4.971) (31.673)|  (16.657) (5.000) (5.000) (5.000) (31.657) (20.000)
Purchase/Sale of stock held by SERP - - (7.328) (2.300) - (55.000) 4.293 - - - - - - - - - - - -
Purchase of stock held by SECT (9.676) = (15.151)| (28.799)] (18.685)| (30.358)|  (15.288) (6.774)] (0.655)  (1.904) (0.976) (0.704) (4.239) (2.275) (2.000) (2.000) (2.000) (8.275) (8.000)
Excess tax benefits from equity-based pmt arrangements 1.089 2.910 5.996 0.598 - - - - - - - - - - - - - - -
Other (3.949) (6.821) (0.100) (1.950) (1.656) (1.964) = (5.878) - - - - = - - - - = =
Net Cash provided by Financing Activities (72.088)| (118.405)] (165.899)| (119.860)] (75.658)] (221.569)| (98.681)] (142.766)] 12961 (11551) (64.111)  (24.294) (86.995)| (151.585)  (19.000)  (19.000)  (19.000)| (208.585) (76.000)
Net effect of exchange-rate changes on cash 2.458 (7.600)|  (22.388) (3.751) 10.433 1541 (2.180) 2.306 2619 (1.732) 0.378 (0.497) 0.768 (0.065) - - - (0.065) =
Cash and Cash Equivalents at Beginning of Period 148.841 157.090 231.292 330.912 343.937 386.969 127.706 92.548 85.072 98.334 91.012 91.658 85.072 100.914 106.726 182.155 111.807 100.914 111.202
Net Increase (Decrease) in Cash and Cash Equivalents 8.249 74.202 78.661 13.025 43.032 (259.263) (35.158) (7.476) 13.262 (7.322) 0.646 9.256 15.842 5.812 75.429 (70.347) (0.605) 10.288 73.164
Cash and Cash Equivalents at End of Period 157.090 231.292 309.853 343.937 386.969 127.706 92.548 85.072 98.334 91.012 91.658 100.914 100.914 106.726 182.155 111.807 111.202 111.202 184.366
Operating Cash Flow 251.277 287.102 334.546 215.856 217.780 102.407 181.423 279.177 94.095 43.272 93.213 62.646 293.226 157.185 134.429 (11.347) 58.395 338.661 309.164
Capital Expenditures (93.174)| (78.371)| (80.693)| (67.208)| (75.798)| (94.517)| (118.422) (88.284)| (20.309) (37.710)  (30.554)  (40.161)| (128.734)| (37.059)  (40.000)  (40.000)  (40.000)[ (157.059)| (160.000)
Free Cash Flow 158.103 200.718 253.853 148.648 141.982 7.890 63.001 190.893 73.786 5.562 62.659 22.485 164.492 120.126 94.429 (51.347) 18.395 181.602 149.164
Adjustment = = = = 118.938 (24.978) B 1176 (4.534) (4.123) (7.481)| (89.000)  (11.000) B B (100.000) =
Adj. Operating Cash Flow 287.102 334.546 215.856 217.780 221.345 181.423 254.199 94.095 44.448 88.679 58.523 285.745 68.185 123.429 (11.347) 58.395 238.661 309.164
Adj Free Cash Flow 200.718 253.853 148.648 141.982 126.828 63.001 165.915 73.786 6.738 58.125 18.362 157.011 31.126 83.429 (51.347) 18.395 81.602 149.164
FCF Conversion 131.2% 126.9% 192.5% 117.3% 100.5% 8.2% 35.0% 2073.8% 104.6% 101.3% 79.8%
Operating Cash Flow Per Share $5.48 $6.39 $8.51 $5.91 $6.01 $2.84 $5.16 $8.35 $2.92 $1.34 $2.88 $1.94 $9.08 $4.88 $4.18 -$0.35 $1.82 $10.54 $9.65
Free Cash Flow per Share $3.45 $4.47 $6.45 $4.07 $3.92 $3.52 $1.79 $5.71 $2.29 $0.17 $1.94 $0.70 $5.09 $3.73 $2.94 -$1.60 $0.57 $5.65 $4.66

Source: Company filings and Truist Securities research and estimates
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Company Description

Moog Inc. (MOG.A) is a designer, manufacturer, and systems integrator of high performance precision motion, fluid
controls, and control systems for applications in aerospace and defense, and industrial markets. In the defense market,
products include flight controls for military aircraft, stabilization and automatic ammunition loading controls for armored
combat vehicles, tactical and strategic missile steering controls and gun aiming controls. In the commercial aircraft
market - primary and secondary flight controls for commercial aircraft. In the commercial space market - satellite
positioning controls and thrust vector controls for space launch vehicles. In the industrial market, injection molding,
metal forming, material and automotive testing and pilot training simulators. In the energy market - wind energy, power
generation and oil and gas exploration. Lastly, in the medical market - enteral clinical nutrition and infusion therapy
pumps, CT scanners and ultrasonic sensors and surgical handpieces.

Investment Thesis

While we expect that modest commercial aerospace headwinds will likely continue to impact the company over the
next 12-24 months, we believe the company’s ~50% defense/space exposure will provide stability and modest growth
while its ~30% industrial exposure will act as a cyclical growth engine. Operating margins have already been depressed
in the company’s primary aircraft control segment and despite potential revenue pressures we believe operational
improvements will drive margin expansion. We rate MOG.A shares BUY.

Valuation and Risks
To derive our $88 price target, we apply a P/E multiple of 15x to our FY 2023 EPS estimate of $5.84, compared to the
five-year historical forward P/E average of 15.5x and the peer group average of ~20x.

Risks to our rating and price target include cyclical nature of the commercial aerospace industry, continued elevated
R&D spending tied to new platforms, changes in U.S. Defense spending patterns, general changes to the global macro
environment that may influence the company's industrial products, and risk of program cuts or cancellations.

Analyst Certification

I, Michael Ciarmoli , hereby certify that the views expressed in this research report accurately reflect my personal
views about the subject company(ies) and its (their) securities. | also certify that | have not been, am not, and will not
be receiving direct or indirect compensation in exchange for expressing the specific recommendation(s) in this report.

Required Disclosures

The following company is a client of Truist Securities, Inc. for non-securities-related services within the last 12
months: MOG.A-US

Truist Securities, Inc. or an affiliate has received compensation for non-securities related services within the last 12
months: MOG.A-US

Analyst compensation is based upon stock price performance, quality of analysis, communication skills, and the
overall revenue and profitability of the firm, including investment banking revenue.

As a matter of policy and practice, the firm prohibits the offering of favorable research, a specific research rating
or a specific target price as consideration or inducement for the receipt of business or compensation. In addition,
associated persons preparing research reports are prohibited from owning securities in the subject companies.

Rating and Price Target History for: Moog Inc. (MOG.A-US) as of 01-27-2022

|O4/26/19 ||07/29/19 ||10/21/19 ||04/16/20 ||04/27/2o ||o7/27/2o ||01/11/21 ||o4/30/21 ||o7/30/21 ||10/15/21|
BUY:$101 [|[HOLD:$92 [[HOLD:$90 [[HOLD:$75 [|HOLD:$70 [|HOLD:$65 [|BUY:$92 [|BUY:$100 ||BUY:$94 |[BUY:$88
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Truist Securities Ratings System for Equity Securities
Dissemination of Research

Truist Securities, Inc. ("Truist Securities") seeks to make all reasonable efforts to provide research reports
simultaneously to all eligible clients. Reports are available as published in the restricted access area of our website to
all eligible clients who have requested a password. Institutional investors, corporates, and members of the Press may
also receive our research via third party vendors including: Thomson Reuters, Bloomberg, FactSet, and S&P Capital
IQ. Additional distribution may be done by sales personnel via email, fax, or other electronic means, or regular mail.

For access to third party vendors or our Research website: https:/truistresearch.bluematrix.com/client/library.jsp

Please email the Research Department at EquityResearchDepartment@research.truist.com or contact your Truist
Securities sales representative.

Truist Securities Rating System for Equity Securities

Truist Securities, Inc. ("Truist Securities") rates individual equities using a three-tiered system. Each stock is rated
relative to the broader market (generally the S&P 500) over the next 12-18 months (unless otherwise indicated).

Buy (B) — the stock’s total return is expected to outperform the S&P 500 or relevant benchmark over the next 12-18
months (unless otherwise indicated)

Hold (H) — the stock’s total return is expected to perform in line with the S&P 500 or relevant benchmark over the
next 12-18 months (unless otherwise indicated)

Sell (S) — the stock’s total return is expected to underperform the S&P 500 or relevant benchmark over the next 12-18
months (unless otherwise indicated)

Not Rated (NR) — Truist Securities does not have an investment rating or opinion on the stock

Coverage Suspended (CS) — indicates that Truist Securities’ rating and/or target price have been temporarily
suspended due to applicable regulations and/or Truist Securities Management discretion. The previously published
rating and target price should not be relied upon.

Truist Securities analysts have a price target on the stocks that they cover, unless otherwise indicated. The price
target represents that analyst's expectation of where the stock will trade in the next 12-18 months (unless otherwise
indicated). If an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive a
positive or negative investment view, they may elect with the approval of Truist Securities Research Management not
to assign a target price; likewise certain stocks that trade under $5 may exhibit volatility whereby assigning a price
target would be unhelpful to making an investment decision. As such, with Research Management's approval, an
analyst may refrain from assigning a target to a sub-$5 stock.

Legend for Rating and Price Target History Charts:

B = Buy
H = Hold
S = Sell

D = Drop Coverage

CS = Coverage Suspended
NR = Not Rated

| = Initiate Coverage

T = Transfer Coverage

Truist Securities ratings distribution (as of 01/28/2022):

Coverage Universe Investment Banking Clients Past 12 Months
Rating Count Percent Rating Count Percent
Buy 557 72.72% Buy 167 29.98%
Hold 208 27.15% Hold 65 31.25%
Sell 1 0.13% Sell 0 0.00%

Other Disclosures

Information contained herein has been derived from sources believed to be reliable but is not guaranteed as to
accuracy and does not purport to be a complete analysis of the security, company or industry involved. This report

is not to be construed as an offer to sell or a solicitation of an offer to buy any security. Truist Securities, Inc. and/or

its officers or employees may have positions in any securities, options, rights or warrants. WE&GQntH6:CR06Q3189
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persons may sell to or buy from customers on a principal basis. Investors may be prohibited in certain states from
purchasing some over the-counter securities mentioned herein. Opinions expressed are subject to change without
notice.

Truist Securities, Inc.’s research is provided to and intended for use by Institutional Accounts as defined in FINRA
Rule 4512(c). The term “Institutional Account” shall mean the account of: (1) a bank, savings and loan association,
insurance company or registered investment company; (2) an investment adviser registered either with the SEC
under Section 203 of the Investment Advisers Act or with a state securities commission (or any agency or office
performing like functions); or (3) any other person (whether a natural person, corporation, partnership, trust or
otherwise) with total assets of at least $50 million.

Truist Securities, Inc. is a registered broker-dealer and a member of FINRA and SIPC. It is a service mark of Truist
Financial Corporation. Truist Securities, Inc. is owned by Truist Financial Corporation and affiliated with SunTrust
Investment Services, Inc. and BB&T Securities, LLC. Despite this affiliation, securities recommended, offered, sold
by, or held at Truist Securities, Inc., SunTrust Investment Services, Inc. or BB&T Securities, LLC (i) are not insured
by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any insured depository
institution (including Truist Bank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Truist Bank may have a lending relationship with companies mentioned herein.

Please see our Disclosure Database to search by ticker or company name for the current required disclosures,
including valuation and risks. Link: https://truist.bluematrix.com/sellside/Disclosures.action

Please visit the Truist Securities (formerly known as SunTrust Robinson Humphrey) equity research library for current
reports and the analyst roster with contact information. Link: https://truistresearch.bluematrix.com/client/library.jsp

Truist Securities, Inc., member FINRA and SIPC. Truist and Truist Securities are service marks of Truist Financial
Corporation.

If you no longer wish to receive this type of communication, please request removal by sending an email to
EquityResearchDepartment@Research.Truist.com

© Truist Securities, Inc. 2022. All rights reserved. Reproduction or quotation in whole or part without permission is
forbidden.

ADDITIONAL INFORMATION IS AVAILABLE at our website, TruistSecurities.com, or by writing to: Truist Securities,
Research Department, 3333 Peachtree Road N.E., Atlanta, GA 30326-1070
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Reasons for this report

.~ EPS Recap Report
.~ Updating Estimates

Moog Inc. (MOG.A)

More Restructuring and Rightsizing But Margins Trajectory
Remains Steady

We maintain our HOLD rating/$88 PT on MOGA post F2Q22 and remain comfortable with
our recent decision to downgrade the shares earlier this month (4/19). Results were mixed
and cash generation continues to rely on receivable scrutinization as core FCF conversion
remains at a depressed 44%. Mgmt reaffirmed all aspects of its outlook while taking ~$19M
of charges in the aircraft control segment given lower-for-longer wide-body rates. Op margins
are expected to expand modestly YOY in FY22 but supply chain, inflation, and raw materials
remain watch items, especially in MOGA's LT support contracts.

2Q22 Earnings Recap:

Total revenues of $771M increased 5% YOY but fell short of the Street's estimate of $758M.
By segment, Aircraft Controls revenue inched up 2% YOY to $311M but fell just short of
the Street's $314M estimate, Space & Defense revenue increased 8% YOY to $223M and
beat consensus of $217.6M, and Industrial Systems grew 10% YOY to $236M, ahead of the
Street's $227M estimate. Total adj. operating margin was 10.6%, up 80bps YQOY; Aircraft
controls adj. operating margin of 10% increased 280bps YQOY; and Space & Defense adj.
operating margin of 11.6% declined 130bps YOY. Adj. EPS of $1.49 beat the consensus
$1.31 and was up 12% YOY. FCF burn of ($14M) was a steep reversal YOY from $6M, even
more so from $120M seq'l. and disappointed compared to the Street's $54M estimate.

Changes in aircraft control more volume than operational improvement driven. The
$25M in restructuring and impairment charges, most notably the $19M portion within the
Aircraft Control segment is purely related to an adjustment in capacity for a longer recovery
of commercial aero wide-body end-markets. The reduction in capacity reflects updated
expectations of a lower run-rate for the foreseeable future, specifically related to the 787
and A350 program. MOGA had been sized to support rates of 14 and 10/month respectively
on these programs. MOGA is producing the 787 at a rate of 4/month (an agreement
between MOGA and BA to build above current production levels) with the inventory build
being reflected in accounts receivable per contract terms. While this contract structure does
provide stability, it also constrains the ability to push through any inflationary pressures
moving forward and does beg the question of what a potential inventory draw down may
look like if the program stays at depressed rates.

Defense expected to hold steady going forward. The company called out a variety of
new programs likely to drive growth in the future, but a muted trajectory on the F-35 program
will likely act as a drag against these forward catalysts. The Russian-Ukraine conflict,
and ensuing recapitalization of defense by NATO are not expected to have a particularly
significant impact on top line revenue for MOG.A, despite minor exposure on a variety of
programs likely to receive a boost from the current environment. New programs of interest
for the segment include the potential FLRAA win for Textron which would become a large
catalyst program for MOGA, the flexible turret for the SHORAD program for which they
see potential retrofit market demand in addition to new applications; and their satellite bus
initiatives.

EPS 2021A 2022E 2023E

FYE Sep New Oold Cons New Old Cons
Q1 $1.17 $1.11 - - $1.26 $1.27 -
Q2 $1.51 $1.49 $1.21 - $1.47 $1.44 -
Q3 $1.12 $1.38 $1.37 - $1.54 $1.51 -
Q4 $1.17 $1.43 $1.56 - $1.56 $1.63 -
Year $497  $540 9524  $5.50VESGQUCC00003161 55 o5
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Commercial aero contracting environment remains a watch item for us. MOGA's two major programs, the 787 and A350, are
effectively covered by life of program contracts with rigid OEM pricing agreements. While some escalators are in place to help mitigate
inflation, we believe these OEM contracts/programs going forward will likely not allow for upward revisions on pricing. Wthin the
aftermarket, where MOGA has entered into LT total support programs directly with airlines (i.e. power by the hour), we also suspect MOGA
will have little success passing through price increases given the nature of these contracts. The company has been actively buying up its
own used and serviceable material to control its offerings in the marketplace but net-net we see MOGA being in a more difficult situation
versus peers to pass through higher costs, especially in the aftermarket.

FY22 estimates increase on F2Q22 beat; FY23 holds steady. For FY23 we have increased our EPS est. to $5.40 due primarily to the
quarterly beat. Our FY23 EPS estimate dips a penny to $5.83.

2022E 2023E
MOG.A Truist Securitie s Ests New Prior New Prior
£ in millions ex cept per-share items
Revenue §3,029.7 $3,025.5 §3,162.6 4$3,157 4
Consensus §3,031.7 §3,163.8
FYEPS §5.40 §5.24 §5.83 §5.54
CYEPS §h.56 $5.41 nia nla
Consensus §5.50 $5.93
FY Trading P/E Multiple 15.4x 15.9x 14.3x 14.3x
CY Trading P/E Multiple 15.0x 15.4x nia n/a
Price Target 588.00 $88.00 $88.00 $88.00
Implied FY P/E Multiple 16.3x 16.8x 15.1x 15.1x
Source: Company filings, FactSet, Truist Securities research and estimates
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L

Income Statement F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec Mar JunE SepE
Total Revenue 2,648.385 2,525.532 2,411.938 2,761.220 2,709.468 2,904.663 2,884.554 683.954 736.402 707.352 724.285 2,851.993 724.086 770.787 767.356 767.511 3,029.740 3,162.634
Cost of Sales 1,850.809 1,788.828 1,700.354 1,766.002 1,936.481 2,088.831 2,118.150 494.311 536.493 516.750 528.716 2,076.270 531.206 556.070 529.475 529.583 2,146.334 2,182.218
Gross Profit 797.576 736.704 711.584 995.218 772.987 815.832 766.404 205.186 220.921 212.206 195.569 833.881 192.880 213.012 237.880 237.929 881.701 980.417
Research & Development Expense 139.462 132.271 147.336 144.646 130.186 126.453 110.865 28.008 30.453 33.095 33.972 125.528 27.708 30.720 49.248 48.613 156.289 203.975
S,G,&A (includes corporate & other) 403.487 371.498 339.961 356.141 393.759 404.653 397.947 99.603 105.131 100.597 106.697 412.028 111.797 111.019 120.573 119.018 462.408 487.437
Total Operating Expenses 542.949 503.769 487.297 500.787 523.945 531.106 508.812 146.395 150.164 155.372 144.285 537.556 123.475 166.036 169.822 167.631 618.697 691.411
Operating Income (includes all expenses) 231.436 212.797 207.467 216.262 220.075 273.027 44314 58.791 70.757 56.834 51.284 237.666 69.405 46.976 68.059 70.297 254.737 289.005
Interest Expense 12.513 28.967 34.605 34.551 36.238 39.269 38.897 8.420 8.629 8.239 8.604 33.892 7.982 8.263 9.000 9.000 34.245 36.000
Other (1.389) 3.801 (3.372) 14.473 29.708 11.699 190.570 3.241 (6.432) 0.076 3.616 0.501 (16.030) 24.297 3.250 3.250 14.767 13.000
Earnings Before Income Taxes 218.923 183.830 172.862 181.711 183.837 233.758 5.417 50.371 62.128 48.595 42.680 203.774 61.423 38.713 59.059 61.297 220.492 253.005
Provision for Income Taxes 60.725 51.951 49.227 41.301 87.209 54.010 (3.788) 12.529 13.440 12.473 8.112 46.554 15.158 9.626 14.765 15.324 54.873 65.781
Net Income attributable to common/noncontrolling - - 123.635 140.410 96.628 179.748 9.205 37.842 48.688 36.122 34.568 157.220 46.265 29.087 44.294 45.973 165.619 187.224
Net earnings attributable to noncontrolling = = (3.112) (0.870) 0.121 = = - - - - = - - - - = =
Net Income 158.198 131.879 126.747 141.280 96.507 179.748 9.205 37.842 48.688 36.122 34.568 157.220 46.265 29.087 44.294 45.973 165.619 187.224
Weighted average shares - diluted 44.952 39.335 36.529 36.230 36.052 35,179 33.438 32.237 32.325 32.355 32.325 32.311 32.188 32.121 32.146 32.166 32.155 32.091
Diluted EPS $3.52 $3.35 $3.47 $3.90 $4.56 $5.11 $4.68 $1.17 $1.51 $1.12 $1.17 $4.97 $1.11 $1.49 $1.38 $1.43 $5.40 $5.83
EBITDA Reconciliation
Operating Income 231.436 212.797 207.467 216.262 220.075 273.027 44314 58.791 70.757 56.834 58.184 237.666 69.405 46.976 68.059 70.297 254.737 289.005
Depreciation and Amortization 109.259 103.609 98.732 90.167 88.572 85.260 86.972 21.488 22.570 22.748 23.353 90.159 22.692 22.359 23.000 23.000 91.051 95.200
EBITDA 340.695 316.406 306.199 306.429 308.647 358.287 131.286 80.279 93.327 79.582 81.537 327.825 92.097 69.335 91.059 93.297 345.788 384.205
Stock compensation expense 7.189 5.074 3.271 4.582 5.804 6.464 5.661 2.502 2127 1.791 1.041 7.461 2.658 1.920 1.000 1.000 6.578 4.000
EBITDAS 347.884 321.480 309.470 311.011 314.451 364.751 136.947 82.781 95.454 81.373 82.578 335.286 94.755 71.255 92.059 94.297 352.366 388.205
EBITDA/Share $7.58 $8.04 $8.38 $8.46 $8.56 $10.18 $3.93 $2.49 $2.89 $2.46 $2.52 $10.15 $2.86 $2.16 $2.83 $2.90 $10.75 $11.97
EBITDAS/Share $7.74 $8.17 $8.47 $8.58 $8.72 $10.37 $4.10 $2.57 $2.95 $2.51 $2.55 $10.38 $2.94 $2.22 $2.86 $2.93 $10.96 $12.10
Margins
Corporate Gross Margin 30.1% 29.2% 29.5% 36.0% 28.5% 28.1% 26.6% 30.0% 30.0% 30.0% 30.0% 29.2% 30.0% 30.0% 31.0% 31.0% 29.1% 31.0%
Research and Development 5.3% 5.2% 6.1% 5.2% 4.8% 4.4% 3.8% 4.1% 4.1% 4.7% 4.7% 4.4% 3.8% 4.0% 6.4% 6.3% 5.2% 6.4%
SG&A 15.2% 14.7% 14.1% 12.9% 14.5% 13.9% 13.8% 14.6% 14.3% 14.2% 14.7% 14.4% 15.4% 14.4% 15.7% 15.5% 15.3% 15.4%
Operating Expenses 20.5% 19.9% 20.2% 18.1% 19.3% 18.3% 17.6% 21.4% 20.4% 22.0% 19.9% 18.8% 17.1% 21.5% 22.1% 21.8% 20.4% 21.9%
Operating Margin (GAAP) 8.7% 8.4% 8.6% 7.8% 8.1% 9.4% 1.5% 8.6% 9.6% 8.0% 7.1% 8.3% 9.6% 6.1% 8.9% 9.2% 8.4% 9.1%
EBITDA Margin 12.9% 12.5% 12.7% 11.1% 11.4% 12.3% 4.6% 11.7% 12.7% 11.3% 11.3% 11.5% 12.7% 9.0% 11.9% 12.2% 11.4% 12.1%
Net Margin 6.0% 5.2% 5.3% 5.1% 3.6% 6.2% 0.3% 5.5% 6.6% 5.1% 4.8% 5.5% 6.4% 3.8% 5.8% 6.0% 5.5% 5.9%
Tax Rate 27.7% 28.3% 28.5% 22.7% 47.4% 23.1% -69.9% 24.9% 21.6% 25.7% 19.0% 22.8% 24.7% 24.4% 25.0% 25.0% 24.9% 26.0%
Growth Rates
Total Revenue, yr/yr 1.5% -4.6%| -4.5% 14.5%| -1.9% 7.2%) -0.7%| -9.4% -3.8% 7.6% 2.5% -1.1%) 5.9% 4.7% 8.5% 6.0% 6.2%)| 4.4%
Revenue Seq'l 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%: -3.2% 7.7% -3.9% 2.4% 0.0% 0.0% 6.4% -0.4% 0.0% 0.0% 0.0%
Gross Profit, yriyr 1.8% -7.6% -3.4% 39.9% -22.3% 5.5% -6.1% -2.9% 6.2% 24.3% 10.9% 8.8% -6.0% -3.6% 12.1% 21.7% 5.7% 11.2%
Research & Development, yr/yr 3.6% -5.2% 11.4% -1.8% -10.0% -2.9% -12.3% -0.7% 14.1% 20.8% 18.9% 13.2% -1.1% 0.9% 48.8% 43.1% 24.5% 30.5%
Selling, General and Administrative yr/yr 1.7% -7.9% -8.5% 4.8% 10.6% 2.8% -1.7% 1.3% -2.0% 3.8% 11.8% 3.5% 12.2% 5.6% 19.9% 11.5% 12.2% 5.4%
Operating Income, yr/yr 20.6% -8.1% -2.5% 4.2% 1.8% 24.1% -83.8% -23.8% -1.4% -447.2% -156.5% 436.3% 18.1% -33.6% 19.7% 37.1% 7.2% 13.5%
EBITDA, yr/yr 13.5% -7.1% -3.2% 0.1% 0.7% 16.1% -63.4% -18.7% -0.5% 1296.7% -217.4% 149.7% 14.7% -25.7% 14.4% 14.4% 5.5% 11.1%
Net Income, yr/yr 31.3% -16.6% -3.9% 11.5% -31.7% 86.3% -94.9% -24.4% -2.1% -350.4% -144.3% 1608.0% 22.3% -40.3% 22.6% 33.0% 5.3% 13.0%
Diluted EPS, yr/yr 33.8% -4.7% 3.5% 12.4% 16.9% 12.1% -8.3% -18.4% 2.0% 20.0% 43.5% 6.0% -5.9% -1.0% 23.4% 22.3% 8.8% 8.0%

Source: Company filings and Truist Securities research and estimates
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Segment Data F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec Mar JunE SepE

Segment Revenue

Aircraft Controls 1,117.800 1,086.300 | 1,063.718 | 1,124.885 1,193.440 1,302.750 1,205.336 286.774 304.361 272.131 297.972 1,161.274 303.317 311.268 314.910 317.073 1,246.614 1,303.625

Space and Defense Controls 394.500 381.600 366.091 529.203 580.750 683.412 769.843 188.162 206.168 204.887 200.018 799.400 207.856 223.349 224.050 223.039 878.414 914.987

Industrial Systems 591.000 521.600 514.984 843.436 935.178 918.242 908.802 209.018 225.873 230.334 226.295 891.300 212.913 236.170 228.396 227.399 904.622 944.022
Total Segment Revenue 2,722.331 2,525.536 | 2,411.937 | 2,761.220 2,709.468 2,904.663 2,884.554 683.954 736.402 707.352 724.285 2,851.993 724.086 770.787 767.356 767.511 3,029.740 3,162.634
Segment Growth - YoY:

Aircraft Controls 5.5% -2.8% -2.1% 5.8% 6.1% 9.2% -7.5% -15.6% -10.9% 9.1% 8.4% -3.7% 5.8% 2.3% 15.7% 6.4% 7.3% 4.6%

Space and Defense Controls -0.4% -3.3% -4.1% 44.6% 9.7% 17.7% 12.6% 1.0% 6.8% 11.4% -3.4% 3.8% 10.5% 8.3% 9.4% 11.5% 9.9% 4.2%

Industrial Systems -0.2% -11.7% -1.3% 63.8% 10.9% -1.8% -1.0% -8.6% -2.2% 2.7% 0.6% -1.9% 1.9% 4.6% -0.8% 0.5% 1.5% 4.4%
Total Segment Growth - -7.2% -4.5% 14.5%)| -1.9% 7.2% -0.7%)| -9.4% -3.8% 7.6% 2.5% -1.1%)| 5.9% 4.7% 8.5% 6.0% 6.2% 4.4%
Segment Revenue as a % of Total:

Aircraft Controls 41% 43%: 44%: 41% 44%: 45%: 42% 42% 41% 38% 41% 41% 42% 40% 41% 41% 41% 41%

Space and Defense Controls 14% 15% 15% 19% 21%: 24% 27% 28% 28% 29% 28% 28% 29% 29% 29% 29% 29% 29%

Industrial Systems 22% 21%: 21%: 31% 35%: 32%: 32% 31% 31% 33% 31% 31% 29% 31% 30% 30% 30% 30%
Total 100% 100% 100% 109% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Segment Operating Income:

Aircraft Controls 115.726 100.006 97.508 114.016 128.978 139.701 32.436 27.922 22.018 20.545 26.193 96.678 41.915 12.441 33.380 33.927 121.663 136.141

Space and Defense Controls 26.119 33.236 42.420 46.525 67.076 88.990 101.554 23.046 26.652 21.339 17.296 88.333 21.299 24.075 25.766 27.322 98.462 102.978

Industrial Systems 58.109 45.021 48.542 78.157 62.934 109.451 79.916 19.898 23.813 23.004 19.233 85.948 17.191 20.723 21.012 21.148 80.075 96.887
Total Segment Operating Income 275.718 245.509 238.244 291.152 258.988 338.142 213.906 70.866 72.483 64.888 62.722 270.959 80.405 57.239 80.159 82.397 300.200 336.005
Segment Operating Margin:

Aircraft Controls 10.4% 9.2% 9.2% 10.1% 10.8% 10.7% 2.7% 9.7% 7.2% 7.5% 8.8% 8.3% 13.8% 4.0% 10.6% 10.7% 9.8% 10.4%

Space and Defense Controls 6.6% 8.7% 11.6% 8.8% 11.5% 13.0% 13.2% 12.2% 12.9% 10.4% 8.6% 11.0% 10.2% 10.8% 11.5% 12.3% 11.2% 11.3%

Industrial Systems 9.8% 8.6% 9.4% 9.3% 6.7% 11.9% 8.8% 9.5% 10.5% 10.0% 8.5% 9.6% 8.1% 8.8% 9.2% 9.3% 8.9% 10.3%
Total Segment Operating Income 10.1% 9.7% 9.9% 10.5%) 9.6% 11.6% 7.4% 10.4% 9.8% 9.2% 8.7% 9.5% 11.1% 7.4% 10.4% 10.7% 9.9% 10.6%

Source: Company filings and Truist Securities research and estimates
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Balance Sheet F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec Mar JunE SepE
Cash and Cash Equivalents 231.292 309.853 325.128 368.073 125.584 92.548 85.072 98.334 91.012 91.658 100.914 100.914 106.726 122.131 135.217 163.458 163.458 216.300
Receivables 780.874 698.419 688.388 727.740 793.911 957.287 855.535 872.843 922.092 896.998 945.929 945.929 891.588 931.297 829.574 807.907 807.907 867.580
Inventories 517.056 493.360 479.040 489.127 512.522 534.974 623.043 646.627 636.580 632.359 613.095 613.095 597.444 591.601 672.350 694.535 694.535 671.191
Deferred income taxes 92.390 91.210 92.903 = o o = - - - - = - - - - - -
Prepaid expenses and other current assets 42.452 34.653 34.688 41.499 44.404 44.164 49.837 47.119 48.278 49.513 58.842 58.842 63.711 67.802 64.348 68.480 68.480 69.856
Total Current Assets 1,664.064 1,627.495 1,620.147 1,626.439 1,476.421 | 1,628.973 1,613.487 1,664.923 1,697.962 1,670.528 1,718.780 1,718.780 1,659.469 1,712.831 1,701.488 1,734.379 1,734.379 1,824.928
Property, plant and equipment 555.348 536.756 522.369 522.991 552.865 586.767 600.498 609.358 628.550 639.202 645.778 645.778 663.498 668.602 689.602 710.602 710.602 794.602
Operating lease right of use assets 68.393 68.772 65.410 62.507 60.355 60.355 62.657 61.659 61.659 61.659 61.659 61.659
Goodwill 757.852 737.212 740.162 774.268 797.217 784.240 821.856 866.366 860.239 860.268 851.605 851.605 842.042 842.203 840.203 838.203 838.203 828.603
Intangible assets 178.070 143.723 113.560 108.818 95.537 79.646 85.046 117.717 114.820 111.867 106.095 106.095 102.220 104.608 102.608 100.608 100.608 91.008
Deferred income taxes - - - 26.558 17.328 {02 18.924 20.524 18.808 18.467 17.769 17.769 18.239 16.022 16.022 16.022 16.022 16.022
Other Assets 53.118 41.285 45.621 31.518 24.680 14.619 17.627 18.888 20.051 20.471 32.787 32.787 36.480 35.568 35.924 36.283 36.283 37.756
Total Assets 3,208.452 3,086.471 3,041.859 3,090.592 2,964.048 | 3,114.237 3,225.831 3,366.548 3,405.840 3,383.310 3,433.169 3,433.169 3,384.605 3,441.493 3,447.506 3,497.756 3,497.756 3,654.578
Short-term borrowings 103.660 0.083 1.379 0.089 3.623 = = - - - - - - - - - - -
Current portion of long-term debt 5.262 0.034 0.167 0.295 0.365 0.249 0.350 69.148 71.652 56.062 80.365 80.365 0.367 0.372 0.372 0.372 0.372 0.372
Accounts payable 162.667 165.973 144.450 170.878 213.982 257.677 176.868 173.256 175.061 162.890 200.602 200.602 178.158 222.986 201.705 222.982 222.982 260.580
Accrued salaries, wages and commissions 141.096 125.270 126.319 148.406 147.765 143.765 109.510 102.138 99.223 111.159 112.703 112.703 90.965 79.709 79.709 79.709 79.709 79.709
Customer advances 145.500 167.423 167.514 159.274 151.687 137.242 203.338 234.480 256.080 259.425 263.686 263.686 367.873 321.594 321.594 321.594 321.594 321.594
Contract loss reserves 35.984 30.422 32.543 43.214 42.258 57.556 = - - - - - - - - - - -
Other accrued liabilities 128.635 116.300 116.860 107.278 120.944 131.169 220.488 234.840 225.915 216.625 212.005 212.005 207.375 217.780 218.780 219.780 219.780 223.780
Total Current Liabilities 722.804 605.505 589.232 629.434 680.624 727.658 710.554 813.862 827.931 806.161 869.361 869.361 844.738 842.441 822.160 844.437 844.437 886.035
Long-term debt 765.114 1,075.067 1,010.304 956.653 858.836 832.984 929.982 898.078 896.955 863.682 823.355 823.355 775.262 832.391 826.391 820.391 820.391 796.391
Senior subordinated notes = = = = = = = - - - - = - - - - - -
Long-term pension and retirement obligations 288.216 348.239 401.747 271.272 117.471 160.034 183.366 189.081 180.112 181.400 162.728 162.728 161.285 157.962 157.962 157.962 157.962 157.962
Deferred income taxes 83.931 60.209 42.171 13.320 46.477 40.528 40.474 47.829 48.778 54.168 64.642 64.642 74.352 70.636 70.636 70.636 70.636 70.636
Other long-term liabilities 0.972 2.919 4.343 5.609 35.654 30.552 118.372 114.454 113.607 110.694 112.939 112.939 104.545 107.415 107.415 107.415 107.415 107.415
Total Liabilities 1,861.037 2,091.939 2,047.797 1,876.288 1,739.062 1,791.756 1,982.748 2,063.304 2,067.383 2,016.105 2,033.025 2,033.025 1,960.182 2,010.845 1,984.564 2,000.841 2,000.841 2,018.439
Non-controlling Interest = = 5.651 = = = = - - - - = - - - - = =
Common Stock - Class A 43.628 43.667 43.667 43.704 43.785 43.795 43.799 43.802 43.802 43.802 43.803 43.803 43.803 43.804 43.804 43.804 43.804 43.804
Common Stock - Class B 7.652 7.613 7.613 7.576 7.495 7.485 7.481 7.478 7.478 7.478 7.477 7.477 7.477 7.476 7.476 7.476 7.476 7.476
Additional paid-in capital 463.965 456.512 465.762 492.246 502.257 510.546 472.645 505.038 519.006 519.636 509.622 509.622 518.857 543.292 545.292 547.292 547.292 555.292
Retained earnings 1,447.911 1,579.794 1,706.539 1,847.819 1,973.514 | 2,133.328 2,112.734 2,142.566 2,183.218 2,211.305 2,237.848 2,237.848 2,276.082 2,296.849 2,332.143 2,369.116 2,369.116 2,520.340
Treasury shares (360.445) (701.771) (741.700) (739.157) (738.494) (769.569) (990.783) (1,000.795) (1,000.389) (1,007.754) (1,007.506) (1,007.506) (1,023.086) (1,028.414) (1,033.414)  (1,038.414)| (1,038.414)| (1,058.414)
Stock Employee Compensation Trust (48.458) (44.211) (49.463) (89.919) (118.449) (111.492) (64.242) (78.597) (85.034) (85.314) (79.776) (79.776) (82.721) (94.548) (94.548) (94.548) (94.548) (94.548)
Supplemental Retirement Plan Trust = (5.337) (8.946) (12.474) (72.941) (71.546) (53.098) (65.986) (70.047) (69.448) (63.764) (63.764) (66.094) (73.876) (73.876) (73.876) (73.876) (73.876)
Accumulated other comprehensive loss (206.838) (341.735) (435.061) (335.491) (372.181) (420.066) (285.453) (250.262) (259.577) (252.500) (247.560) (247.560) (249.895) (263.935) (263.935) (263.935) (263.935) (263.935)
Total Shareholders Equity 1,347.415 994.532 988.411 1,214.304 1,224.986 | 1,322.481 1,243.083 1,303.244 1,338.457 1,367.205 1,400.144 1,400.144 1,424.423 1,430.648 1,462.942 1,496.915 1,496.915 1,636.139
Total Liabilities & Shareholders Equit 3,208.452 3,086.471 | 3041.859 [ 3090592 | 2,964.048 | 3,114.237 | 3225831 3,366.548 3,405.840 3,383.310 3,433.169 3,433.169 3,384.605 3,441.493 3,447.506 3,497.756 3,497.756 3,654.578
Total cash 231.292 309.853 325.128 368.073 125,584 92.548 85.072 98.334 91.012 91.658 100.914 100.914 106.726 122131 135.217 163.458 163.458 216.300
Total debt (874.036) (1,075.184)| (1,011.850) (957.037) (862.824) (833.233) (930.332) (967.226) (968.607) (919.744) (903.720) (903.720) (775.629) (832.763) (826.763) (820.763) (820.763) (796.763)
Net cash (debt) (642.744) (765.331) (686.722) (588.964) (737.240) (740.685) (845.260) (868.892) (877.595) (828.086) (802.806) (802.806) (668.903) (710.632) (691.546) (657.305) (657.305) (580.463)
Blended average interest rate 1.4% 2.7% 3.4% 3.6% 4.2% 4.7% 4.2% 3.5% 3.6% 3.6% 3.8% 3.8% 4.1% 4.0% 4.4% 4.4% 4.2% 4.5%
Net cash (debt) per share $ (1430)| $ (19.46)[ $  (18.80)| $ (16.26)[ $  (20.45)[ $ (21.05)| $ (25.28)| $ (26.95) $ (27.15) $ (25.59) $ (24.84)| $ (24.85)| $ (20.78) $ (22.12) $ (21.51) $ (20.43)| $ (20.44)| $ (18.09)
Net working capital per share $ 2094 |$ 2598 | $ 2822 | $ 2752 | $ 2207 | $ 2562 | $ 27.00 | $ 26.40 $ 2691 $ 2671 $ 26.28 | $ 26.29 | $ 2531 $ 2710 $ 2735 $ 2767 | $ 2768 | $ 29.26
Tangible book per share $ 915 | $ 289 | $ 369 |$ 9.14 | $ 922 |$ 13.04 | $ 10.05 | $ 9.90 $ 1124 $ 1221 $ 1369 | $ 1369 | $ 1492 $ 15.06 $ 16.18 $ 1735 | $ 1736 | $ 22.33
Book value per share $ 2997 |$ 2528 | $ 27.06 | $ 3352 | $ 3398 | $ 3759 | $ 37.18 | $ 4043 $ 4141 $ 4226 $ 4331 | $ 4333 | $ 4425 $ 4454 $ 4551 $ 46.54 | § 46.55 | $ 50.98
Debt to equity with pension 0.89 0.86 0.81 0.76 0.66 0.69 0.67 0.65
Net Debt to Total Capitalization 28.9% 37.0% 34.3% 27.1% 35.3% 34.4% 38.9% 38.3% 38.0% 36.2% 34.8% 34.8% 30.4% 31.4% 30.2% 28.4% 28.4% 23.9%
LTD-to-Capital 0.40 0.39 0.38 0.36 0.35 0.37 0.36 0.35
Debt to ttm EBITDA 10.48 10.45 5.99 3.19 270 3.07 2.95 2.83
Net Debt to EBITDA 1.9 24 22 1.9 24 2.1 6.4 24 1.9 15
Current ratio 2.05 2.05 2.07 1.98 1.96 2.03 2.07 2.05
A/R Turnover 3.17 3.28 3.11 3.14 3.15 3.38 3.70 3.80
A/R DSOs 115.30 111.21 117.33 116.09 115.78 107.90 98.65 96.05
AJP Turnover 11.29 12.32 12.23 11.64 11.22 11.09 10.50 9.50
Inventory Turnover 3.11 3.34 3.26 3.40 3.51 3.74 3.15 3.05
Return on sales 5.5% 6.6% 5.1% 4.8% 6.4% 3.8% 5.8% 6.0%

Source: Company filings and Truist Securities research and estimates
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Moog Inc. Class A (NYSE:MOG.A)

TRUIST fiH
Truist Securities
Michael Ciarmoli - (201) 401-2293

($MM, except per-share data)

Cash Flow Statement F2013 F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E F2023E
(in millions, except per share values) Dec Mar Jun Sep Dec Mar JunE SepE
Cash flows from operations:
Net Income 120.497 158.198 131.883 123.635 140.410 96.628 179.748 9.205 37.842 48.688 36.122 34.568 157.220 46.265 29.087 44.294 45.973 165.619 187.224
Depreciation 75.000 78.078 78.610 77.407 71.363 71.231 71.926 74.243 18.647 18.975 19.184 19.865 76.671 19.290 19.026 19.000 19.000 76.316 76.000
Amortization 33.073 31.181 24.999 21.325 18.804 17.341 13.334 12.729 2.841 3.595 3.564 3.488 13.488 3.402 3.333 4.000 4.000 14.735 19.200
Deferred income taxes (8.216) 5.021 12.991 4.248 10.758 30.613 (4.598) (40.845) (0.139) (1.048) 5.348 4.001 8.162 7.895 (3.061) 1.000 1.000 6.834 4.000
Equity-based compensation 6.620 7.189 5.074 3.271 4.582 5.804 6.464 5.661 2.502 2.127 1.791 1.041 7.461 2.658 1.920 1.000 1.000 6.578 4.000
Impairment of long-lived assets - - - - 34.455 - 60.547 - - - - - - 18.441 - - 18.441 -
Redemption of senior subordinated notes - 8.002 - - - - - - - - - - - - - - -
Provisions for non-cash losses on contracts 38.200 ° = ° ° = = = - - - - = - - - - e e
Other 7.620 7.260 7.826 13.440 17.898 - 4.239 130.960 1.544 (4.659) 0.334 5.026 2.245 (13.947) 0.493 (13.454) -
Decrease/(increase) in accounts receivable (58.368)|  23.707 60.616 1672 (44.558)|  (67.621)| (82.818) 111525 3664  (51.361) 26.368  (52.130) (73.459) 38.941 (43.164)  101.723 21.667 119.167 (59.673)
Decrease/(increase) in inventory (6.871)|  23.666 3.821 12.644 (5.999)[ (32.451)| (96.652) (99.015)|  (4.058) 13.359 0.208 10.067 19.576 7.179 (0.228)  (80.749)  (22.185) (95.983) 23.343
Increase/(decrease) in accounts payable and accrued expenses 10.543 (17.783) 8.107 (21.821) 25.740 39.440 52.499 (84.065) (7.510) 2422 (12.442) 38.050 20.520 (20.833) 45.221 (21.281) 21.277 24.384 37.598
Increase/(decrease) in customer advances 32.437 (0.304) 24.112 2.903 (7.054) (10.998) (14.432) 65.680 29.712 21.637 3.065 4.884 59.298 105.548 (45.156) - - 60.392 -
Increase/(decrease) in accrued expenses 1.053 7.685 (6.525) (0.727) 16.901 11.466 3.014 (3.516) 6.989  (8.788) 5.302 (1.213) 2.290 (26.914) (1.410) - - (28.324) -
Increase/(decrease) in accrued income tax - 6.273 (9.986) 4.481 (4.686) 4.227 6.749 (17.964) 8.831 3.860 2.085 (10.123) 4.653 5.173 3.044 - - 8.217 -
Increase/(decrease) in pension and post retirement liabilities 8.174 (43.612) (15.048) (29.708) (29.029)| (123.500) 27.329 33.305 5.022 (1.176) 4.534 4.123 12.503 4.501 4.426 - - 8.927 -
Increase/(decrease) other assets and liabilities (8.485) (7.459) 8.066 3.086 2,650 25.772 14.621 20727 | (11.792)  (4.359) (2.250) 0.999 (17.402)| (21.973) (8.960) 3.098 (4.491) (32.326) (2.850)
Total Adjustments 130.780 128.904 202.663 92.221 77.370 5.779 1.675 269.972 56.253 (5.416) 57.091 28.078 136.006 110.920 (6.075) 27.792 41.268 173.905 101.619
Net Cash Provided by Operating Activities 251.277 287.102 334.546 215.856 217.780 102.407 181.423 279.177 94.095 43.272 93.213 62.646 293.226 157.185 23.012 72.086 87.241 339.524 288.842
Cash flows from investing activities:
Acquisitions of businesses (69.157) = - (11.016)|  (40.545)| (48.382) - (54.265)| (77.708)  0.108 - - (77.600) - (11.837) - - (11.837) -
Purchases of PPE 93.174)| (78.771)| (80.693)| (67.208)|  (75.798)| (94.517)| (118.422) (88.284)| (20.309) (37.710)  (30.554)  (40.161)| (128.734)| (37.059)  (37.028)  (40.000)  (40.000)| (154.087)| (160.000)
Other (11.067) (8.124) 13.095 (0.994) 6.820 1.257 2.702 (3.644) 1.604 0.291 1.720 11.562 15.177 37.336 0.440 - - 37.776 -
Net Cash Used for Investing Activities (173.398)| (86.895)| (67.598)| (79.218)] (109.523)| (141.642)] (115.720)] (146.193)| (96.413) (37.311) (28.834)  (28.599)| (191.157) 0.277 (48.425)  (40.000)  (40.000)| (128.148)| (160.000)
Cash flows from financing activities:
Net (repayments of) proceeds from notes payable 16.124 (0.977) (3.570) - (1.280) 3.618 (3.653) - - - - - - - - - - - -
Proceeds from revolving lines of credit 897.162 361.135 428.130 324.670 255.622 568.550 971.658 1,151.550 271.700  231.500 150.300 146.450 799.950 215.200 248.750 80.000 80.000 623.950 320.000
Payments on revolving lines of credit (782.617) = (518.130)| (409.670)| (305.512)| (678.660)| (998.726)| (1,187.159)| (235.700) (232.000) (184.286) (186.950)| (838.936)| (263.476) (192.000)  (85.000)  (85.000)| (625.476)| (340.000)
Payments on finance lease obligations (0.488) (0.554) (0.546) (0.568) (2.156) (0.505) (0.580)
Proceeds from issuance of long term debt - - - 20.000 - 15.000 - 15.128 25.100 14.700 2.500 36.400 78.700 - - - - - -
Payments on long term debt (3.113) (3.256) (5.259)|  (10.098) (0.168)[ (25.922) (0.411) (74.470)| (27.586) (12.317)  (15.988)  (12.189) (68.080)|  (80.060) (0.121) (1.000) (1.000) (82.181) (4.000)
Payment of dividends = = = = (17.889)|  (34.857) (25.210)| (8.010)  (8.036) (8.035) (8.025) (32.106) (8.031) (8.320) (9.000) (9.000) (34.351) (36.000)
Payments on senior subordinated notes (187.000)| (191.575) - - - - - (300.000) - - - - - - - - - - -
Payment of premium on redemption of sr. sub notes - (6.945) - - - - - - - - - - - - - - -
Proceeds from senior sub notes = = 294.430 = = = = 491.769 - - - - = - - - - = =
Proceeds from sale of treasury stock 10.725 - 11.436 4.574 3.797 4.560 (40.955) 7.014 - 4.230 0.373 6.263 10.866 2.144 6.557 1.000 1.000 10.701 4.000
Proceeds from sale of stock held by SECT 0.781 - 7.395 28.048 0.867 4.714 5.268 24.721 0.274 - 0.405 - 0.679 2.075 5.499 2.000 2.000 11.574 8.000
Purchase of outstanding shares for treasury = (272.876)| (363.848)| (44.933) (8.643) (8.218) 13.990 (232.290)| (11.674)  (7.170) (7.858) (4.971) (31.673)| (16.657) (9.824) (5.000) (5.000) (36.481) (20.000)
Purchase/Sale of stock held by SERP - - (7.328) (2.300) - (55.000) 4.293 - - - - - - - - - - - -
Purchase of stock held by SECT (9.676) = (15.151)| (28.799)| (18.685)| (30.358)|  (15.288) (6.774)] (0.655)  (1.904) (0.976) (0.704) (4.239) (2.275) (8.121) (2.000) (2.000) (14.396) (8.000)
Excess tax benefits from equity-based pmt arrangements 1.089 2.910 5.996 0.598 - - - - - - - - - - - - - - -
Other (3.949) (6.821) (0.100) (1.950) (1.656) (1.964) = (5.878) - - - - = - - - - = =
Net Cash provided by Financing Activities (72.088)| (118.405)| (165.899)| (119.860)] (75.658)| (221.569)| (98.681)] (142.766)] 12.961 (11.551) (64.111)  (24.294) (86.995)| (151.585) 41.840 (19.000)  (19.000)|  (147.745) (76.000)
Net effect of exchange-rate changes on cash 2.458 (7.600)| (22.388) (3.751) 10.433 1541 (2.180) 2.306 2619  (1.732) 0.378 (0.497) 0.768 (0.065) (1.022) - - (1.087) =
Cash and Cash Equivalents at Beginning of Period 148.841 157.090 231.292 330.912 343.937 386.969 127.706 92.548 85.072 98.334 91.012 91.658 85.072 100.914 106.726 122.131 135.217 100.914 163.458
Net Increase (Decrease) in Cash and Cash Equivalents 8.249 74.202 78.661 13.025 43.032 (259.263) (35.158) (7.476) 13.262 (7.322) 0.646 9.256 15.842 5.812 15.405 13.086 28.241 62.544 52.842
Cash and Cash Equivalents at End of Period 157.090 231.292 309.853 343.937 386.969 127.706 92.548 85.072 98.334 91.012 91.658 100.914 100.914 106.726 122.131 135.217 163.458 163.458 216.300
Operating Cash Flow 251.277 287.102 334.546 215.856 217.780 102.407 181.423 279.177 94.095 43.272 93.213 62.646 293.226 157.185 23.012 72.086 87.241 339.524 288.842
Capital Expenditures (93.174)| (78.371)| (80.693)| (67.208)| (75.798)| (94.517)| (118.422) (88.284)| (20.309) (37.710)  (30.554)  (40.161)| (128.734)| (37.059)  (37.028)  (40.000)  (40.000)| (154.087)| (160.000)
Free Cash Flow 158.103 200.718 253.853 148.648 141.982 7.890 63.001 190.893 73.786 5.562 62.659 22.485 164.492 120.126 (14.016) 32.086 47.241 185.437 128.842
Adjustment = = = = 118.938 (24.978) B 1176 (4.534) (4.123) (7.481)| (89.000)  (10.000) B B (99.000) =
Adj. Operating Cash Flow 287.102 334.546 215.856 217.780 221.345 181.423 254.199 94.095 44.448 88.679 58.523 285.745 68.185 13.012 72.086 87.241 240.524 288.842
Adj Free Cash Flow 200.718 253.853 148.648 141.982 126.828 63.001 165.915 73.786 6.738 58.125 18.362 157.011 31.126 (24.016) 32.086 47.241 86.437 128.842
FCF Conversion 131.2% 126.9% 192.5% 117.3% 100.5% 8.2% 35.0% 2073.8% 104.6% 112.0% 68.8%
Operating Cash Flow Per Share $5.48 $6.39 $8.51 $5.91 $6.01 $2.84 $5.16 $8.35 $2.92 $1.34 $2.88 $1.94 $9.08 $4.88 $0.72 $2.24 $2.71 $10.56 $9.00
Free Cash Flow per Share $3.45 $4.47 $6.45 $4.07 $3.92 $3.52 $1.79 $5.71 $2.29 $0.17 $1.94 $0.70 $5.09 $3.73 -$0.44 $1.00 $1.47 $5.77 $4.01

Source: Company filings and Truist Securities research and estimates
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Company Description

Moog Inc. (MOG.A) is a designer, manufacturer, and systems integrator of high performance precision motion, fluid controls, and control
systems for applications in aerospace and defense, and industrial markets. In the defense market, products include flight controls for
military aircraft, stabilization and automatic ammunition loading controls for armored combat vehicles, tactical and strategic missile
steering controls and gun aiming controls. In the commercial aircraft market - primary and secondary flight controls for commercial
aircraft. In the commercial space market - satellite positioning controls and thrust vector controls for space launch vehicles. In the
industrial market, injection molding, metal forming, material and automotive testing and pilot training simulators. In the energy market -
wind energy, power generation and oil and gas exploration. Lastly, in the medical market - enteral clinical nutrition and infusion therapy
pumps, CT scanners and ultrasonic sensors and surgical handpieces.

Investment Thesis

We effectively see limited room for future share appreciation and do not expect an expansion of the company's P/E multiple. While the
company does have ~50% Space and Defense exposure we believe a lack of pricing power, elevated wide body aircraft exposure, and
potential industrial headwinds are all downside risk factors. We rate the shares HOLD.

Valuation and Risks

To derive our $88 price target, we apply a P/E multiple of 15x to our FY 2023 EPS estimate of $5.84, compared to the five-year
historical forward P/E average of 15.5x and the peer group average of ~20x.

Downside risks to our rating and price target include the cyclical nature of the commercial aerospace industry, continued elevated R&D
spending tied to new platforms, changes in U.S. Defense spending patterns, general changes to the global macro environment that
may influence the company's industrial products, and risk of program cuts or cancellations. Upside risks include new content wins, or a
greater than anticipated build for production rates on key platforms.

Analyst Certification

I, Michael Ciarmoli , hereby certify that the views expressed in this research report accurately reflect my personal views about the
subject company(ies) and its (their) securities. | also certify that | have not been, am not, and will not be receiving direct or indirect
compensation in exchange for expressing the specific recommendation(s) in this report.

Required Disclosures
The following company is a client of Truist Securities, Inc. for non-securities-related services within the last 12 months: MOG.A-US
Truist Securities, Inc. or an affiliate has received compensation for non-securities related services within the last 12 months: MOG.A-US

Analyst compensation is based upon stock price performance, quality of analysis, communication skills, and the overall revenue and
profitability of the firm, including investment banking revenue.

As a matter of policy and practice, the firm prohibits the offering of favorable research, a specific research rating or a specific target
price as consideration or inducement for the receipt of business or compensation. In addition, associated persons preparing research
reports are prohibited from owning securities in the subject companies.

Rating and Price Target History for: Moog Inc. (MOG.A-US) as of 04-28-2022
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Truist Securities, Inc. ("Truist Securities") seeks to make all reasonable efforts to provide research reports simultaneously to all eligible
clients. Reports are available as published in the restricted access area of our website to all eligible clients who have requested a
password. Institutional investors, corporates, and members of the Press may also receive our research via third party vendors including:
Thomson Reuters, Bloomberg, FactSet, and S&P Capital 1Q. Additional distribution may be done by sales personnel via email, fax, or
other electronic means, or regular mail.

For access to third party vendors or our Research website: https://truistresearch.bluematrix.com/client/library.jsp

Please email the Research Department at EquityResearchDepartment@research.truist.com or contact your Truist Securities sales
representative.

Truist Securities Rating System for Equity Securities

Truist Securities, Inc. ("Truist Securities") rates individual equities using a three-tiered system. Each stock is rated relative to the
broader market (generally the S&P 500) over the next 12-18 months (unless otherwise indicated).

Buy (B) — the stock’s total return is expected to outperform the S&P 500 or relevant benchmark over the next 12-18 months (unless
otherwise indicated)

Hold (H) — the stock’s total return is expected to perform in line with the S&P 500 or relevant benchmark over the next 12-18 months
(unless otherwise indicated)

Sell (S) — the stock’s total return is expected to underperform the S&P 500 or relevant benchmark over the next 12-18 months (unless
otherwise indicated)

Not Rated (NR) — Truist Securities does not have an investment rating or opinion on the stock

Coverage Suspended (CS) — indicates that Truist Securities’ rating and/or target price have been temporarily suspended due to
applicable regulations and/or Truist Securities Management discretion. The previously published rating and target price should not be
relied upon.

Truist Securities analysts have a price target on the stocks that they cover, unless otherwise indicated. The price target represents
that analyst's expectation of where the stock will trade in the next 12-18 months (unless otherwise indicated). If an analyst believes
that there are insufficient valuation drivers and/or investment catalysts to derive a positive or negative investment view, they may elect
with the approval of Truist Securities Research Management not to assign a target price; likewise certain stocks that trade under $5
may exhibit volatility whereby assigning a price target would be unhelpful to making an investment decision. As such, with Research
Management's approval, an analyst may refrain from assigning a target to a sub-$5 stock.

Legend for Rating and Price Target History Charts:

B = Buy
H = Hold
S = Sell

D = Drop Coverage

CS = Coverage Suspended
NR = Not Rated

| = Initiate Coverage

T = Transfer Coverage

Truist Securities ratings distribution (as of 04/29/2022):

Coverage Universe Investment Banking Clients Past 12 Months
Rating Count Percent Rating Count Percent
Buy 551 70.10% Buy 148  26.86%
Hold 234 29.77% Hold 61 26.07%
Sell 1 0.13% Sell 0 0.00%

Other Disclosures

Information contained herein has been derived from sources believed to be reliable but is not guaranteed as to accuracy and does not
purport to be a complete analysis of the security, company or industry involved. This report is not to be construed as an offer to sell or
a solicitation of an offer to buy any security. Truist Securities, Inc. and/or its officers or employees may have positions in any securities,
options, rights or warrants. The firm and/or associated persons may sell to or buy from customers on a principal basis. Investors may
be prohibited in certain states from purchasing some over the-counter securities mentioned herein. Opinions expressed are subject to
change without notice.
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http://truistresearch.bluematrix.com/client/login.jsp

Truist Securities, Inc.’s research is provided to and intended for use by Institutional Accounts as defined in FINRA Rule 4512(c). The
term “Institutional Account" shall mean the account of: (1) a bank, savings and loan association, insurance company or registered
investment company; (2) an investment adviser registered either with the SEC under Section 203 of the Investment Advisers Act or with
a state securities commission (or any agency or office performing like functions); or (3) any other person (whether a natural person,
corporation, partnership, trust or otherwise) with total assets of at least $50 million.

Truist Securities, Inc. is a registered broker-dealer and a member of FINRA and SIPC. It is a service mark of Truist Financial
Corporation. Truist Securities, Inc. is owned by Truist Financial Corporation and affiliated with SunTrust Investment Services, Inc. and
BB&T Securities, LLC. Despite this affiliation, securities recommended, offered, sold by, or held at Truist Securities, Inc., SunTrust
Investment Services, Inc. or BB&T Securities, LLC (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits
or other obligations of any insured depository institution (including Truist Bank); and (iii) are subject to investment risks, including the
possible loss of the principal amount invested. Truist Bank may have a lending relationship with companies mentioned herein.

Please see our Disclosure Database to search by ticker or company name for the current required disclosures, including valuation and
risks. Link: https://truist.bluematrix.com/sellside/Disclosures.action

Please visit the Truist Securities (formerly known as SunTrust Robinson Humphrey) equity research library for current reports and the
analyst roster with contact information. Link: https://truistresearch.bluematrix.com/client/library.jsp

Truist Securities, Inc., member FINRA and SIPC. Truist and Truist Securities are service marks of Truist Financial Corporation.

If you no longer wish to receive this type of communication, please request removal by sending an email to
EquityResearchDepartment@Research.Truist.com

© Truist Securities, Inc. 2022. All rights reserved. Reproduction or quotation in whole or part without permission is forbidden.

ADDITIONAL INFORMATION IS AVAILABLE at our website, TruistSecurities.com, or by writing to: Truist Securities, Research
Department, 3333 Peachtree Road N.E., Atlanta, GA 30326-1070
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EQUITY RESEARCH

I J eﬁe r I eS MSC Industrial Direct Co., Inc. (MSM)
1FQ22: The Good, the Bad and the Outlook

USA | Distributors

December 22, 2021 RATING HOLD
Key Takeaway PRICE $83.61
MARKET CAP $4.7B

What to do with MSM Shares: Hold on to what you own if you believe the industrial cycle

will be longer and the company can achieve favorable pricing and execute on 400+bps PRICE TARGET (PT)  $92.00 (FROM $95.00)
of outgrowth vs the IP index and a return to high-teens ROIC by the end of FY23. UPSIDE SCENARIO PT $108.00
DOWNSIDE SCENARIO PT $73.00

Numbers: MSM reported FQ1 EPS of $1.25 vs consensus and our estimate of $1.20. The ) ) ) )

. . *Prior trading day's closing price unless
beat to our figure came from better than expected sales and lower operating expenses as otherwise noted.
a % of sales. The company reaffirmed initial FY22 gross margin guidance of roughly flat

. . . L . FY Aug
o, % ~
with FY21 '(42.0 /ozj, gesplte. margins comln?'m at 4212.6/0, 40bp? ;)elow Ol.,lr .estlmate. The USD 2021A 2029E  2023E  2024E
company invested S7Tmm in FQ1 as part of its FY22 strategy of S15mm in investments. EPS 481 4572 6.05 4663
Good: (1) Operating expenses as a % of sales came in below our figure (30.2% vs our Prev. 5.64 6.55

30.8%) (2) FQ1 revenue came in at $848.5mm vs our figure of $833.7mm and consensus FYP/E 17.4x 14.6x 13.8x 12.6x
of $839.0mm (3) $10mm of the $25mm FY22 gross savings target achieved in FQ1

(4) MSM expects a bounce-back in gross margins in FQ2; and (5) MSM is preparing a

significant price increase in early CY22.

Bad: (1) FQ1 gross margins came in 50bps below consensus (2) FQ1 FCF was down
~55% y/y (3) Supply constraints still negatively impacting MSM with no ease in sight (4)
Tight labor market has led to severe labor shortages and made staffing and hiring for
internal operations difficult; and (5) Government sales were down ~28% y/y on the back
of tougher janitorial and safety comps.

Outlook: Expectations were low coming into the print, with MSM underperforming the
market by ~240bps since the 4FQ21 print and ~24% YTD. Our sense is that recent
underperformance stems from concerns around supply chain issues and inflationary
pressures. With that said, the company's ADS growth of 9.9% outpaced the IP index by
~490bps in FQ1 primarily attributable to increased momentum in e-comm investments,
in-plant initiatives, and MSM's vending program. Furthermore, the company achieved
$10mm in costs savings in FQ1 and is on track to achieve $25mm in cost savings in FY22
and ultimately a total of $100mm by FY23. MSM appears to be executing well on their
Mission Critical targets of 400bps+ of outgrowth vs the IP index, return to high teens
ROIC, and cost savings of $100m by FY23. On the demand front, management noted that Hamzah Mazari, CPA *
the industrial economy has been strong and as expected auto continues to lag. Moreover, ) (5?;)'2’83?23’7%
IP index forecasts remain robust with growth expected to come in at 4.6% y/y in August hmazari@jefferies.com
2022 (the end of MSM's FY22). While demand remains strong, tight labor market and

supply chain conditions have created some persistent headwinds for MSM. However,

Mario Cortellacci, CFA *

. . . . Equity Analyst
management believes that current macro conditions position them nicely to take market +1 (212) 284-2491
share from local and regional players, who in our view are likely having a tougher time mcortellacci@jefferies.com
nawgatlng the current cI|n_1at_e compared to MSM. The strong _sales trends in 4FQ21 have Ryan Gunning, CPA *
persisted into 1FQ22, achieving ADS growth of 9.9%. As a reminder, management guided Equity Associate
ADS growth in the mid to high single-digit range in FY22. That said, management made (212) 510-3241
a point to call out that if the current sales momentum continues the company could rgunning@jefferies.com
achieve double-digit ADS growth in FY22. Continued on Page 3. Hans Hoffman *

Equity Associate
+1(212) 284-4616
hhoffman@jefferies.com

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on

pages 5 to 10 of this report.
* Jefferies LLC / Jefferies Research Services, LLC WESCO_UCC00003170
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| Jefferies

MSC INDUSTRIAL (MSM)
Estimates
usD 2021A 2022E 2023E 2024E
Rev. (MM) 3,243.2 35857 P 37219 M 39176
Previous 3,558.3 3,693.1 3,887.3
EBITDA (MM) 440.3 P 5175 ¥ 546.3 P 5877
Previous 515.9 546.5 583.8
FCF/Share 3.05 ¥ 489 5.90 M 6.48
Previous 5.46 6.41
Total FCF (MM) 170.8 ¥ 2729 ¥ 3294 D 362.1
Previous 306.3 330.8 369.2
EPS
Q1 1.10 M 1.250 ™ 135 a7
Previous 1.20 1.32 1.44
Q2 1.03 1.23 ¥ 135 N 147
Previous 1.36 1.46
Q3 1.42 1 1.60 Y172 1.0
Previous 1.58 1.73 1.88
Q4 1.26 1.63 ¥ 1.63 1.78
Previous 1.64
FY Aug 481 Ms572 6.05 M 6.63
Previous 5.64 6.55
Valuation
2021A 2022E 2023E 2024E
FCF Yield 3.64% 5.84% 7.05% 7.75%
FCF YId 3.66% 5.84% 7.05% 7.75%
P/Rev 1.4x 1.3x 1.3x 1.2x
EV/EBITDA 12.2x 10.4x 9.9x 9.2x
FY P/E 17.4x 14.6x 13.8x 12.6x
Market Data Financial Summary

52-Week Range: $96.23 - §77.47  Book Value (MM) 1,478.6
Total Entprs. Value $5.4B  Book Value/Share 26.72
Avg. Daily Value MM (USD) 30.49  Return on Avg. Equity 19.5%
Float (%) 81.4% Net Debt/Capital 0.2%

Long-Term Debt (MM) 266.4

Dividend Yield 4.0%

Cash & ST Invest. (MM) 32.3

EQUITY RESEARCH
MSC Industrial Direct Co., Inc. (MSM)

The Long View

| Scenarios

Base Case

* ADS growth expected to hit 300+bps of outgrowth vs IP
index in FY22 and exit FY23 at 400+bps of outgrowth.

* Gross margins expected to remain flat in FY22 at 42%.

+ Cost saving targets of $25mm in gross savings in FY22
on track.

* Fewer M&A catalysts (higher bar cited).
restructuring announced.

+ 2023E EPS: $6.05; Target Multiple: 16x P/E; Price
Target: $92/ share; discounted back.

Major

Upside Scenario

* Restructuring plan on 1) improving field sales
execution (new account openings outpacing resource
planning), 2) need better profitability of supplier
programs (relief on price cost) and 3) expense control
(slower hiring) could provide upside to consensus
earnings. If restructuring successful get to incremental
20%+ on mid-single-digit growth.

* Vending program growth accelerates. Ad hoc price
increases.

* Have been growing in line with the market
(~300-400bps of share gain happens faster).

* 2023E EPS: $6.66; Target Multiple: 17x P/E; Price
Target: $108/ share; discounted back.

Downside Scenario

* FY22 gross margins come in lower than FY21 vs guide
of flat y/y.

* Restructuring strategy has execution risk.

+ 2023E EPS: $5.45; Target Multiple: 14x P/E; Price
Target: $73/ share; discounted back.

| Investment Thesis / Where We Differ

* A“show me” story on cost restructuring and price cost
improving

* More cyclical than some peers (over-indexed to heavy
manufacturing (~70%)).

Historically M&A and sales force integration has
been slow on large deals (Barnes in 2013). Growth
underperformed in the industrial upcycle (slow to
hire headcount in demand ramp). Conviction level on
execution low for now.

| Catalysts

* Earnings

* Monthly sales

* Upside / downside surprise in ISM, IP data
* Inflections in volume.

December 22,2021
Please see important disclosure information on pages 5 - 10 of this report.
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| Jefferies

Sales trends. FQ1 non-safety and non-janitorial sales were up 15% y/y, while safety and
janitorial sales declined ~12% y/y. Government sales fell ~28% y/y (vs down 30% y/y in
FQ4) as a result of tougher janitorial and safety comps. MSM expects government sales to
be down double digits in FQ2, and should then start improving sequentially in 2H21 as the
company gets past tough comps. National accounts and core customers have continued
to achieve growth in the mid-teens range.

Pricing. Given the current inflationary environment, MSM is planning robust price increases
in early calendar 2022. Historically, price increases have been in the 2% +/- range, and
management noted that upcoming increases will be significantly greater than that and
should start to see some strong price realization. During the quarter, price cost remained
slightly positive, and the company began to see some improvements in price realization
towards the end of FQ1 that has persisted into December. That said, the company relayed
that it would have liked to see more positive price cost during the quarter. However, price
initiatives have been set in place and the company is proactively renegotiating contract
pricing mid cycle, shortening price quote duration and contract lengths. With the current
macro backdrop, MSM should start to see some price realization as 2022 unfolds and with
the pricing environment well understood by customers, management feels confident that
they won't lose sales as a result of price hikes.

Gross margins. FQ1 gross margins came in at 41.6%, which was ~40bps worse than we
expected and 30bps worse y/y due to typical mix headwinds which more than offset
slightly positive price cost. However, the company disclosed that margins should improve
in FQ2. Management reiterated their FY22 gross margin guidance of roughly flat despite
inflationary pressures.

Operating margins. Operating expenses as a % of revenues was lower than we anticipated
coming in at 30.2% vs our estimate of 30.8% and was down ~70bps y/y as a result of
strong operating expense leverage despite ~§5m in COVID cost add-backs and a ~$2.5mm
vaccine incentive cost. Furthermore, FQ1 operating margins came in at 11.3% vs our
estimate of 11.2%. As a reminder, the company laid out two operating margin scenarios
for FY22 which are tied to how ADS trends for the year. If ADS for FY22 lands in the mid
single-digit range adj op margins should come in at 12% +/- 30bps and if ADS growth is in
the high single digits the company expects adj op margins to be 12.3% +/- 30bps. MSM is
currently trending towards the higher end of the range and given the current momentum
in sales trends, management outlined a scenario if ADS growth reaches double digits adj
op margins would likely exceed the higher end of the initial guidance range.

Capital allocation, cash flow and the balance sheet. MSM ended FQ1 with net leverage
sitting at 1.6x Net Debt/TTM EBITDA. Going forward, management is focused on organic
growth investments and the return of cash to shareholders. FCF came in at ~$43mm in
FQ1, down 55% y/y due to increased A/R as a result of strong sales and pay down of A/P.
Management guided FCF conversion to be ~100% in FY22. Inventory was roughly flat g/q
as the company continues its inventory build due to accelerating sales.

EQUITY RESEARCH
MSC Industrial Direct Co., Inc. (MSM)

December 22,2021
Please see important disclosure information on pages 5 - 10 of this report.
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= EQUITY RESEARCH
J eﬁe r I eS MSC Industrial Direct Co., Inc. (MSM)
Figure 1 - MSM Estimates
Income statement 2021 2022E 2023E 2024E
Sales 3,243 3,586 3,722 3,918
Growth 2% 11% 4% 5%
Cost of Goods Sold (1,880) (2,084) (2,150) (2,259)
Gross Profit 1364 1502 1572 1659
Margin 42% 42% 42% 42%
Operating (Expenses)/Income
Operating expenses (992) (1,062) (1,105) (1,151)
% of sales 31% 30% 30% 29%
EBIT 371 440 466 508
Margin 11% 12% 13% 13%
EBITDA 440 518 546 588
Margin 14% 14% 15% 15%
Interest Expense (15) (15) (16) (14)
EBT 357 424 451 494
Margin 11% 12% 12% 13%
Tax Expense (87) (105) (113) (123)
Tax Rate 24.4% 24.7% 25.0% 25.0%
Net Income - Cont. Ops 270 319 338 370
Margin 8% 9% 9% 9%
Diluted EPS - Before Items $4.81 $5.72 $6.05 $6.63
Diluted Shares O/S 56 56 56 56

Source: Company Data, Jefferies

December 22,2021 4
Please see important disclosure information on pages 5 - 10 of this report.
WESCO_UCC00003173



Case 23-03091 Document 1218-3 Filed in TXSB on 05/01/24 Page 5 of 10

EQUITY RESEARCH

I J eﬁe r I es MSC Industrial Direct Co., Inc. (MSM)

Company Description

MSC Industrial

MSC Industrial engages in the distribution of metalworking, and maintenance, repair, and operations (MRO) products and services to
manufacturing companies. Its products include cutting tools, measuring instruments, tooling components, metalworking, fasteners, flat
stock, raw materials, abrasives, machinery hand and power tools, safety and janitorial supplies, plumbing supplies, materials handling
products, power transmission components, and electrical supplies. The company is headquartered in Melville, NY.

Company Valuation/Risks

MSC Industrial

We value the shares based on a P/E multiple taking into account both the historical range over prior cycle and the peer group. Risks
include: operational execution, cyclical pressures, gross margin headwinds, inventory level maintenance and competitive response on
pricing.

Analyst Certification:

I, Hamzah Mazari, CPA, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

I, Mario Cortellacci, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

I, Ryan Gunning, CPA, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this research report.

I, Hans Hoffman, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this research report.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this
report receives compensation based in part on the overall performance of the firm, including investment banking income. We seek to
update our research as appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published
on a periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Completion December 22,2021, 21:05 ET.
Recommendation Distributed December 22,2021, 21:05 ET.

Company Specific Disclosures

Within the past twelve months, Jefferies LLC and/or its affiliates received compensation for products and services other than investment
banking services from non-investment banking, securities related compensation for client services it provided to MSC Industrial Direct
Co., Inc..

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.
Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a
12-month period.

Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within
a 12-month period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10
is 20% or more within a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated

December 22,2021 5
Please see important disclosure information on pages 5 - 10 of this report.
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EQUITY RESEARCH

I J eﬁe r I es MSC Industrial Direct Co., Inc. (MSM)

securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is plus or minus
20% within a 12-month period. For Underperform rated securities with an average security price consistently below $10, the expected
total return (price appreciation plus yield) is minus 20% or less within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable
regulations and/or Jefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable
securities regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections
or opinions on the investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not
restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash
flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group
P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period.
Stock selection is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated
analysis, a favorable risk/reward ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will
include only Buy rated stocks and the number can vary depending on analyst recommendations for inclusion. Stocks will be added as
new opportunities arise and removed when the reason for inclusion changes, the stock has met its desired return, if it is no longer rated
Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P stocks will continue to have a 15%
stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent a recommended portfolio of stocks
and is not sector based, but we may note where we believe a Pick falls within an investment style such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors.
As such, the financial instruments discussed in this report may not be suitable for all investors and investors must make their own
investment decisions based upon their specific investment objectives and financial situation utilizing their own financial advisors as
they deem necessary. Past performance of the financial instruments recommended in this report should not be taken as an indication or
guarantee of future results. The price, value of, and income from, any of the financial instruments mentioned in this report can rise as well
as fall and may be affected by changes in economic, financial and political factors. If a financial instrument is denominated in a currency
other than the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income derived from
the financial instrument described in this report. In addition, investors in securities such as ADRs, whose values are affected by the
currency of the underlying security, effectively assume currency risk.

December 22,2021 6
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J eﬁe r I eS MSC Industrial Direct Co., Inc. (MSM)

Rating and Price Target History for: MSC Industrial Direct Co., Inc. (MSM) as of 12-21-2021

01/07/2019  1:BUY:$92.00 |07/12/2019 BUY:$85.00 |11/21/2019 [:HOLD:$78.00 |03/18/2020 HOLD:$59.00 |03/25/2020 HOLD:$54.00 |04/08/2020 HOLD:$60.00
100

N ' %
P :

:1.']/ 60
/ 2 r"” 50

il

40

Jan 19 ct19 Jan 20 Apr 20 Jul 20 Oct 20 Jan 21 Apr 21 Jul 2 Oct 21
05/12/2020 _ HOLD:$63.00 |06/09/2020 HOLD:$78.00 |07/08/2020 HOLD:$73.00 |10/28/2020 HOLD:$77.00 |01/06/2021 HOLD:$90.00 |04/07/2021 HOLD:$92.00

07/07/2021  HOLD:$95.00

Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst
initiated on a company, made a change to a rating or price target of a company or discontinued coverage of a company.

Legend:

I: Initiating Coverage

D: Dropped Coverage

B: Buy

H: Hold

UP: Underperform
Distribution of Ratings

Distribution of Ratings

_ IB Serv./Past12 Mos. JIL Mkt Serv./Past12 Mos.

I S B N L
1962 64.01% 7.80% 1.33%

HOLD 979 31.94% 31 3.17% 4 0.41%

UNDERPERFORM 124 4.05% 0 0.00% 0 0.00%
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Other Important Disclosures

Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends
to seek compensation for investment banking services among other activities from such companies. As a result, investors should be
aware that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report
as only a single factor in making their investment decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC
("Jefferies”) group companies:

United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research
Services, LLC, an SEC registered Investment Adviser, to clients paying separately for such research).

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in
England and Wales No. 1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44
(0)20 7029 8010.

Germany: Jefferies GmbH, which is authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, BaFin-ID:
10150157; registered office: Bockenheimer Landstr. 24, 60232 Frankfurt a.M., Germany; telephone: +49 (0) 69 719 1870

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number
ATS546; located at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20,
UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and
is a member of the Japan Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yurakucho,
Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for:
Stock Broker (NSE & BSE) INZ000243033, Research Analyst INHO00000701 and Merchant Banker INM000011443, located at 42/43, 2
North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East), Mumbai 400 051, India; Tel +91 22 4356 6000.

Australia: Jefferies (Australia) Securities Pty Limited (ACN 610 977 074), which holds an Australian financial services license (AFSL
487263) and is located at Level 22, 60 Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.

This report was prepared by personnel who are associated with Jefferies (Jefferies International Limited, Jefferies GmbH, Jefferies Hong
Kong Limited, Jefferies Singapore Limited, Jefferies (Japan) Limited, Tokyo Branch, Jefferies India Private Limited), Jefferies (Australia)
Pty Ltd; or by personnel who are associated with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is a
US registered broker-dealer and is affiliated with JRS, which is a US registered investment adviser. JRS does not create tailored or
personalized research and all research provided by JRS is impersonal. If you are paying separately for this research, it is being provided
to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively referred to below
as "Jefferies". Jefferies may seek to do business with companies covered in this research report. As a result, investors should be aware
that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
one of many factors in making their investment decisions. Specific conflict of interest and other disclosures that are required by FINRA
and other rules are set forth in this disclosure section.

* % %

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation
S of the U.S. Securities Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts
responsibility for its contents in accordance with the provisions of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended.
Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European
Economic Area this report is issued and/or approved for distribution by Jefferies International Limited ("JIL") and/or Jefferies GmbH
and is intended for use only by persons who have, or have been assessed as having, suitable professional experience and expertise, or
by persons to whom it can be otherwise lawfully distributed.

JIL and Jefferies GmbH allows its analysts to undertake private consultancy work. JIL and Jefferies GmbH’s conflicts management
policy sets out the arrangements JIL and Jefferies GmbH employs to manage any potential conflicts of interest that may arise as a
result of such consultancy work. Jefferies LLC, JIL, Jefferies GmbH and their affiliates, may make a market or provide liquidity in the
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financial instruments referred to in this report; and where they do make a market, such activity is disclosed specifically in this report
under “company specific disclosures”.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or
investment services mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated
Institution” as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited (“JSL") is regulated by the Monetary
Authority of Singapore. For investors in the Republic of Singapore, this material is provided by JSL pursuant to Regulation 32C of
the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or institutional
investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or in connection
with this material, please contact JSL, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.
In Japan, this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is
issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong
Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed.
The research in relation to this report is conducted outside the People’s Republic of China (“PRC"). This report does not constitute an
offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant
governmental authorities themselves. In India, this report is made available by Jefferies India Private Limited. In Australia, this report
is issued and/or approved for distribution by, or on behalf of, Jefferies (Australia) Securities Pty Ltd. It is directed solely at wholesale
clients within the meaning of the Corporations Act 2001 of Australia (the “Corporations Act”), in connection with their consideration
of any investment or investment service that is the subject of this report. This report may contain general financial product advice.
Where this report refers to a particular financial product, you should obtain a copy of the relevant product disclosure statement or offer
document before making any decision in relation to the product. Recipients of this document in any other jurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any
opinion or estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice.
Jefferies assumes no obligation to maintain or update this report based on subsequent information and events. Jefferies, and their
respective officers, directors, and employees, may have long or short positions in, or may buy or sell any of the securities, derivative
instruments or other investments mentioned or described herein, either as agent or as principal for their own account. This material
is provided solely for informational purposes and is not tailored to any recipient, and is not based on, and does not take into account,
the particular investment objectives, portfolio holdings, strategy, financial situation, or needs of any recipient. As such, any advice or
recommendation in this report may not be suitable for a particular recipient. Jefferies assumes recipients of this report are capable of
evaluating the information contained herein and of exercising independent judgment. A recipient of this report should not make any
investment decision without first considering whether any advice or recommendation in this report is suitable for the recipient based
on the recipient’s particular circumstances and, if appropriate or otherwise needed, seeking professional advice, including tax advice.
Jefferies does not perform any suitability or other analysis to check whether an investment decision made by the recipient based on
this report is consistent with a recipient’s investment objectives, portfolio holdings, strategy, financial situation, or needs.

By providing this report, neither JRS nor any other Jefferies entity accepts any authority, discretion, or control over the management of
the recipient’s assets. Any action taken by the recipient of this report, based on the information in the report, is at the recipient’s sole
judgment and risk. The recipient must perform his or her own independent review of any prospective investment. If the recipient uses
the services of Jefferies LLC (or other affiliated broker-dealers), in connection with a purchase or sale of a security that is a subject of
these materials, such broker-dealer may act as principal for its own accounts or as agent for another person. Only JRS is registered
with the SEC as an investment adviser; and therefore neither Jefferies LLC nor any other Jefferies affiliate has any fiduciary duty in
connection with distribution of these reports.

The price and value of the investments referred to herein and the income from them may fluctuate. Past performance is not a guide to
future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could
have adverse effects on the value or price of, or income derived from, certain investments.

This report may contain forward looking statements that may be affected by inaccurate assumptions or by known or unknown risks,
uncertainties, and other important factors. As a result, the actual results, events, performance or achievements of the financial product
may be materially different from those expressed or implied in such statements.
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This report has been prepared independently of any issuer of securities mentioned herein and not as agent of any issuer of securities. No
Equity Research personnel have authority whatsoever to make any representations or warranty on behalf of the issuer(s). Any comments
or statements made herein are those of the Jefferies entity producing this report and may differ from the views of other Jefferies entities.
This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s.
Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the related
third party. Jefferies does not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings,
and is not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the
use of such content. Third-party content providers give no express or implied warranties, including, but not limited to, any warranties
of merchantability or fitness for a particular purpose or use. Neither Jefferies nor any third-party content provider shall be liable for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including lost income or profits and opportunity costs) in connection with any use of their content, including ratings. Credit ratings are
statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address
the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.
Jefferies research reports are disseminated and available electronically, and, in some cases, also in printed form. Electronic research
is simultaneously made available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the
written consent of Jefferies. Neither Jefferies nor any of its respective directors, officers or employees, is responsible for guaranteeing
the financial success of any investment, or accepts any liability whatsoever for any direct, indirect or consequential damages or losses
arising from any use of this report or its contents. Nothing herein shall be construed to waive any liability Jefferies has under applicable
U.S. federal or state securities laws.

For Important Disclosure information relating to JRS, please see https://adviserinfo.sec.gov/IAPD/Content/Common/
crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=483878 and https://adviserinfo.sec.gov/Firm/292142 or visit our website at https://
javatar.bluematrix.com/sellside/Disclosures.action, or www.jefferies.com, or call 1.888.JEFFERIES.

© 2021 Jefferies Group LLC
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Pri 13 Jan 22): $85.66
Model Update rioe (13 Jan 22§
Price Target (Dec-22): $92.00

We update our model for F1Q results. Our EPS estimates for Electrical Equipment & Multi-
FY22/FY23 are now $5.70/$5.95 (vs prior $5.50/$5.90), which Industry

assumes daily sales growth of 8%/4% (vs prior 6%/6%), with 20% Patrick M. Baumann, CFA A°
incrementals in each year adjusted for the extra week in FY22. For F2Q (1-212) 622-0160

0 . 0/ : . patrick.m.baumann@jpmchase.com
we model 7% daily sales growth, 20% incremental margins, and $1.26 Bloomberg JPMA BAUMANN <GO>

in EPS. C. Stephen Tusa, Jr CFA
(1-212) 622-6623
stephen.tusa@jpmorgan.com
Samantha A Yellen
(1-212) 622-5537
samantha.yellen@jpmchase.com
Parth Patel, CPA
(1212) 622 9327
parth.x2.patel@jpmchase.com
J.P. Morgan Securities LLC

Key Changes (FYE Aug)

Prev Cur
Adj. EPS - 22E ($) 5.50 5.70
Adj. EPS - 23E ($) 5.90 5.95
Revenue - 22E ($ mn) 3,518 3,593
Revenue - 23E ($ mn) 3,640 3,669
Adj. EBITDA - 22E ($ mn) 491 506
Adj. EBITDA - 23E (§ mn) 519 523

Quarterly Forecasts (FYE Aug)

Adj.EPS ($)
2021A 2022E 2023E
Q1 1.10 1.25A
Q2 1.03 126
Q3 142 159
Q4 126 159
FY 481 5.70 5.95

Style Exposure

Quant Current Hist %Rank (1=Top)
Factors %Rank  6M 1Y 3y 5Y

Value 45 52 55 66 86
Growth 86 74 87 18 20
Momentum 44 79 65 18 15
Quality 34 32 15 17 10
Low Vol 15 9 10 19 il
ESGQ 78 25 14 88 91

Sources for: Style Exposure — J.P. Morgan Quantitative and Derivatives Strategy; all other tables are company data and J.P. Morgan estimates.

See page 5 for analyst certification and important disclosures.
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single

factor in making their investment decision.
WESCO_UCC00003180
www.jpmorganmarkets.com
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Price Performance Summary Investment Thesis and Valuation

For the exclusive use of Josh Katz (Josh.Katz@psc.com) at Piper Sandler Companies

100 MSM has historically been among the most levered in the
//v“”\,\ ; group to improving domestic IP trends given its status as
90 ’ [k ["!\/ \,N‘\ e industry leader in metalworking distribution. However, growth
$ ! ,Y ' has dragged in recent years by slowing share gains, a function
80 of sales force effectiveness initiatives and premium pricing, in
our view. This has been particularly true with the higher-
70 margin, core metalworking customer group (>50% of sales),
Apr 21 Jul 21 Oct 21 Jan 22 where its improvement initiatives are aimed though with
— MISM Price ($) RTY (rebased) limited benefits thgs far, Whl'le pricing power ha§ remalnc?d
YTD im am 12m muted versus previous inflation cycles. We continue to view
Abs 2.0% 2.8% 32% 3.2% improvement here as a “show me” and have low conviction
Rel 5.8% 3.7% 6.9% 0.9% that benefits will be meaningful enough to recapture historical
successes. This said, we give credit for solid performance this
Company Data . .
year, and will re-evaluate as the cycle normalizes and allows
Shares O/S (mn) %6 for a proper evaluation of performance vs. trend
52-week range ($) 96.23-77.47 prop P ’ ’
Market cap ($ mn) 4,792.16 .
Exchange rate 1.00 Performance Drivers
Free float(%) 97.2%
3M - Avg daily vol (mn) 0.35 Market
3M - Avg daily val ($ mn) 294 Sector
Volatility (90 Day) 19
Index RUSSELL 2000 Macro
BBG BUY|HOLD|SELL 505(0 Style
Key Metrics (FYE Aug) Idiosyn. 44%
$ in millions FY21A FY22E FY23E
Financial Estimates Factors M Corr 1Y Com
Revenue 3,243 3,593 3,669 Market: MSCI US oM 048
Adj. EBITDA 440 506 523 Sect: Industrials 0.46 0.56
Adj. EBIT 371 437 455 Ind: Capital Goods 0.50 0.56
Adj. net income 270 318 331 Macro:
Adj. EPS 4.81 5.70 5.95 ’ : 0.35 0.6
BBG EPS 483 5.81 6.07 Crude Oil : :
Cashflow from operations 224 308 367 US 10yr Breakeven 0.36 0.21
FCFF 171 241 297 Non-Energy Commodity 028 018
Margins and Growth Quant Styles:
Revenue growth 1.6% 10.8% 2.1% i 046 037
EBITDA margin 136%  141%  14.2% g”av'z 051 008
EBITDA growth 0.8% 14.9% 3.4% ro : )
EBIT margin 11.5% 12.2% 12.4% Value 040 0.26
Net margin 8.3% 8.9% 9.0%
Adj. EPS growth 1.4% 18.4% 4.5%
Ratios
Adj. tax rate 24.6% 24.6% 24.8%
Interest cover 30.5 33.8 34.9
Net debt/Equity 0.6 0.6 05
Net debt/EBITDA 1.7 14 1.3
ROCE 14.4% 16.7% 16.8%
ROE 21.7% 26.6% 25.9%
Valuation
FCFF yield 3.6% 5.0% 6.2%
Dividend yield 7.6% 3.6% 3.9%
EV/Revenue 1.7 1.5 1.5
EV/EBITDA 12.6 10.9 10.5
Adj. PIE 17.8 15.0 14.4

Source: J.P. Morgan Quantitative and Derivatives Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete
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Investment Thesis, Valuation and Risks

MSC Industrial Direct Co (Neutral; Price Target: $92.00)

Investment Thesis

MSM has historically been among the most levered in the group to improving
domestic IP trends given its status as industry leader in metalworking distribution.
However, growth has dragged in recent years by slowing share gains, a function of
sales force effectiveness initiatives and premium pricing, in our view. This has been
particularly true with the higher-margin, core metalworking customer group (>50%
of sales), where its improvement initiatives are aimed though with limited benefits
thus far, while pricing power has remained muted versus previous inflation cycles.
We continue to view improvement here as a “show me” and have low conviction that
benefits will be meaningful enough to recapture historical successes. This said, we
give credit for solid performance this year, and will re-evaluate as the cycle
normalizes and allows for a proper evaluation of performance vs. trend.

Valuation

Maintain Dec-22 PT at $92. On our 2023 EPS estimate, MSM shares trade at ~14x,
a ~30% discount to the group (ex-GE/ROP). Our Dec 2022 price target of $92
equates to ~15.5x our 2022E EPS, a ~20% discount to the group target multiple vs. a
three-year average discount in the ~15-20% range. Our group target multiple is 20x,
set to be at a 0-5% premium to the NTM multiple for the S&P 500. Our PTs for the
distributors remain centered around EV/EBITDA, with the target MSM multiple at
~11.3x, vs. its cycle average of ~11x. This is ~15% below the average distributor
target multiple, vs. a 3-year average discount of ~10-15%.

Risks to Rating and Price Target

Upside risks include (1) a strong industrial recovery, combined with success in sales
force effectiveness initiatives leads to better-than-expected growth, including from
core accounts, (2) improved pricing beyond expectations as inflation persists, (3)
margin improvement on supplier and cost savings initiatives, and/or (4) capital
allocation (increased buybacks, M&A). Downside risks include (1) weaker-than-
expected cyclical improvement, (2) incremental margins that are weaker than
expected as a result of price/cost and mix pressure, and/or (3) poor capital allocation
decisions.

WESCO_UCC00003182 3
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MSC Industrial Direct: Summary of Financials

FY20A FY21A FY22E FY23E FY24E

Income Statement - Annual Income Statement - Quarterly 1Q22A 2Q22E 3Q22E 4Q22E

For the exclusive use of Josh Katz (Josh.Katz@psc.com) at Piper Sandler Companies

Revenue 3192 3,243 3,593 3,669 - Revenue 849A 858 922 965
COGS (1,849) (1,880) (2,090) (2,148) - COGS (496)A  (498) (534) (562)
Gross profit 1,343 1,364 1,503 1,520 - Gross profit 353A 360 388 402
SG&A (976)  (992) (1,066) (1,066) - SG&A (257)A  (263)  (266)  (280)
Adj. EBITDA 437 440 506 523 - Adj.EBITDA 113A 114 139 139
D&A (69) (69) (68)  (68) - D&A (17)A (17) (17) (1)
Adj. EBIT 368 3N 437 455 - Adj. EBIT 96A 97 122 122
Net Interest (16) (14) (150 (15 - Net Interest (4A 4) 4) 4)
Adj. PBT 351 358 422 440 - Adj. PBT 92A 9 118 118
Tax (87) (88)  (104)  (109) - Tax (22)A (23) (29) (29
Minority Interest - - - - - Minority Interest - - - -
Adj. Net Income 264 2710 318 331 - Adj. Net Income 70A 70 89 89
Reported EPS 451 387 556 589 - Reported EPS 1.18A 124 157 157
Adj. EPS 475 481 570 595 - Adj. EPS 1.25A 126 159  1.59
DPS 798 647 311 33 - DPS 0.00A 153 079 0.79
Payout ratio 176.9% 167.2% 55.9% 56.2% - Payout ratio 0.0%A 124.1% 50.1% 50.2%
Shares outstanding 56 56 56 56 - Shares outstanding 56A 56 56 56
Balance Sheet & Cash Flow Statement ____ FY20A_ FY21A FY2E FY23E FY24E RatioAmalysis FY20A_FY21A FY22E FY23E_FY24E
Cash and cash equivalents 125 41 44 87 - Gross margin 421% 420% 41.8% 41.4% -
Accounts receivable 492 560 599 622 - EBITDA margin 13.7% 136% 14.1% 14.2% -
Inventories 543 624 653 672 - EBIT margin 1.5% 115% 122% 124% -
Other current assets 78 89 88 98 - Net profit margin 83% 83% 89% 9.0% -

Current assets 1,238 1,314 1,384 1,479 -
PP&E 302 298 300 302 - ROE 18.8% 21.7% 26.6% 25.9% -
LT investments - - - - - ROA 13% 111% 127% 12.8% -
Other non current assets 843 849 849 849 - ROCE 143% 144% 16.7% 16.8% -
Total assets 2,382 2,462 2,533 2,630 - SG&A/Sales 306% 30.6% 29.7% 29.0% -
Net debt/equity 0.4 0.6 0.6 0.5 -

Short term borrowings 122 202 204 204 -
Payables 126 186 187 185 - PEE(x) 18.1 17.8 15.0 144 -
Other short term liabilities 161 173 179 173 - PBV (x) 36 4.1 39 36 -
Current liabilities 409 562 570 563 - EVIEBITDA (x) 12.1 12.6 109 105 -
Long-term debt 497 584 558 558 - Dividend Yield 93% 76% 36% 3.9% -

Other long term liabilities 156 155 173 188 -
Total liabilities 1,062 1,300 1,301 1,309 - Sales/Assets (x) 1.4 1.3 1.4 1.4 -
Shareholders' equity 1,321 1,162 1,232 1,321 - Interest cover (x) 26.7 30.5 338 34.9 -
Minority interests - - - - - Operating leverage 187.9% 63.1% 164.5% 187.9% -

Total liabilities & equity 2,382 2,462 2,533 2,630 -
BVPS 2381 20.85 2220 23.94 - Revenue yly Growth (5.1%) 1.6% 108% 21% -
yly Growth (11.4%) (12.4%) 6.5% 7.8% - EBITDA yly Growth (7.5%) 0.8% 149%  3.4% -
Net debt/(cash) 494 746 719 676 - Taxrate 248% 246% 246% 24.8% -
Adj. Net Income yly Growth (102%) 22% 17.9% 3.9% -
Cash flow from operating activities 397 224 308 367 - EPSyly Growth (104%) 14% 184% 4.5% -
o/w Depreciation & amortization 69 69 68 68 - DPSyly Growth 204.1% (19.0%) (51.9%) 6.4% -

o/w Changes in working capital 17 (140) (108)  (60) -

Cash flow from investing activities (49) (76)  (68)  (70) -

o/w Capital expenditure (47) (54)  (88)  (70) -

as % of sales 1.5% 1.7% 1.9% 1.9% -

Cash flow from financing activities (255)  (234) (237) (254) -

o/w Dividends paid (444)  (363) (174) (184) -

o/w Net debt issued/(repaid) 176 169  (24) 0 -

Net change in cash 93 (85) 3 43 -

Adj. Free cash flow to firm 350 17 241 297 -

yly Growth 26.4% (51.2%) 41.0% 23.3% -

Source: Company reports and J.P. Morgan estimates.
Note: $ in millions (except per-share data).Fiscal year ends Aug. o/w - out of which
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Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research
Analysts are primarily responsible for this report, the Research Analyst denoted by an “AC” on the cover or within the document
individually certifies, with respect to each security or issuer that the Research Analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and
(2) no part of any of the Research Analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations
or views expressed by the Research Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if
applicable, they also certify, as per KOFIA requirements, that the Research Analyst’s analysis was made in good faith and that the views
reflect the Research Analyst’s own opinion, without undue influence or intervention.

All authors named within this report are Research Analysts unless otherwise specified. In Europe, Sector Specialists (Sales and Trading)
may be shown on this report as contacts but are not authors of the report or part of the Research Department.

Important Disclosures

® Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to
MSC Industrial Direct.

® C(lient: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients: MSC Industrial Direct.

® Client/Investment Banking: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as investment
banking clients: MSC Industrial Direct.

® Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following
entity(ies) as clients, and the services provided were non-investment-banking, securities-related: MSC Industrial Direct.

® Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients, and
the services provided were non-securities-related: MSC Industrial Direct.

® Investment Banking Compensation Received: J.P. Morgan has received in the past 12 months compensation for investment banking
services from MSC Industrial Direct.

® Potential Investment Banking Compensation: J.P. Morgan expects to receive, or intends to seek, compensation for investment
banking services in the next three months from MSC Industrial Direct.

® Non-Investment Banking Compensation Received: J.P. Morgan has received compensation in the past 12 months for products or
services other than investment banking from MSC Industrial Direct.

® Debt Position: J.P. Morgan may hold a position in the debt securities of MSC Industrial Direct, if any.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for
compendium reports and all J.P. Morgan—covered companies, and certain non-covered companies, by visiting
https://www.jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries(@jpmorgan.com with
your request.
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MSC Industrial Direct (MSM, MSM US) Price Chart Date Rating Price (§) (Ps')‘“ Target
140 15-Jan-19 N 84.10 86
(Ns78] 10-Apr-19 N 83.71 83
12-Jul-19 N 71.08 78
120 10-Oct-19 N 68.07 79
09-Jan-20 N 76.00 72
100 31-Mar-20 N 54.02 54
Price($) 09-Apr-20 N 61.21 58
12-May-20 N 61.82 64
80 23-Jun20 N 7145 74
09-Jul-20 N 68.20 72
13-Jul-20 N 64.64 74
60 12-Aug-20 N 69.94 72
07-Oct-20 N 63.46 75
40 07-Jan-21 N 83.32 83
May Sep Jan May Sep Jan May Sep Jan 08-Apr-21 N 86.65 85
19 19 20 20 20 21 21 21 2 04.0ct21 N 8143 88
Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends. 05-Nov-21 N 84.88 92

Initiated coverage Jun 02, 2017. All share prices are as of market close on the previous business day.

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire
period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap equity research, each stock’s expected
total return is compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it
does not appear in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P.
Morgan’s research website, www.jpmorganmarkets.com.

Coverage Universe: Baumann, Patrick: Fastenal (FAST), MSC Industrial Direct (MSM), Mesa Labs (MLAB), WW Grainger (GWW)

J.P. Morgan Equity Research Ratings Distribution, as of January 01, 2022
Overweight Neutral = Underweight

(buy) (hold) (sell)

J.P. Morgan Global Equity Research Coverage* 52% 37% 11%
IB clients** 53% 46% 34%
JPMS Equity Research Coverage* 51% 37% 12%
IB clients** 74% 68% 50%

*Please note that the percentages might not add to 100% because of rounding.

**Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking
services within the previous 12 months.

For purposes only of FINRA ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above.
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are
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available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it
the material underlying assumptions used.

A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research &
Commentary page of http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.
Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various

factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates
worldwide.

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless
specifically permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators.
For all research material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China;
Hong Kong SAR (China); Taiwan (China); and Macau SAR (China).

J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or
administered by the governmental authorities of the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this
report is intended to be read or construed as encouraging, facilitating, promoting or otherwise approving investment or dealing in such
Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions.

Options and Futures related research: If the information contained herein regards options- or futures-related research, such information
is available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's
Characteristics and Risks of Standardized Options or

http://www.finra.org/sites/default/files/Security Futures Risk Disclosure Statement 2018.pdf for a copy of the Security Futures Risk
Disclosure Statement.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future
become, subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information,
please consult: https://www.jpmorgan.com/global/disclosures/interbank offered rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co.
and its subsidiaries (“J.P. Morgan Private Bank™), research is provided to you by J.P. Morgan Private Bank and not by any other division
of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC
Research Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC
Research Analysts authored this material with different legal entities identified below their names, these legal entities are jointly
responsible for the production of this research. Research Analysts from various J.P. Morgan affiliates may have contributed to the
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as
being able to do so). Unless otherwise stated below, this material has been distributed by the legal entity responsible for production. If you
have any queries, please contact the relevant Research Analyst in your jurisdiction or the entity in your jurisdiction that has distributed
this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:

Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la Republica Argentina (“BCRA”-
Central Bank of Argentina) and Comision Nacional de Valores (“CNV”- Argentinian Securities Commission” - ALYC y AN Integral
N°51). Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated
by the Australian Securities and Investments Commission and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-
X. This material is issued and distributed in Australia by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G
of the Corporations Act 2001). A list of all financial products covered can be found by visiting
https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of relevance to the domestic and international
investor base across all Global Industry Classification Standard (GICS) sectors, as well as across a range of market capitalisation sizes. If
applicable, in the course of conducting public side due diligence on the subject company(ies), the Research Analyst team may at times
perform such diligence through corporate engagements such as site visits, discussions with company representatives, management
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presentations, etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research Independence
Policy which can be found at the following link: J.P. Morgan Australia - Research Independence Policy. Brazil: Banco J.P. Morgan S.A.
is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman J.P. Morgan: 0800-7700847
/ ouvidoria.jp.morgan@jpmorgan.com. Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the
Investment Industry Regulatory Organization of Canada and the Ontario Securities Commission and is the participating member on
Canadian exchanges. This material is distributed in Canada by or on behalf of J.P.Morgan Securities Canada Inc. Chile: Inversiones J.P.
Morgan Limitada is an unregulated entity incorporated in Chile. China: J.P. Morgan Securities (China) Company Limited has been
approved by CSRC to conduct the securities investment consultancy business. Dubai International Financial Centre (DIFC):
JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is
Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO Box 506551, Dubai, UAE. This material has been
distributed by JP Morgan Chase Bank, N.A., Dubai Branch to persons regarded as professional clients or market counterparties as defined
under the DFSA rules. European Economic Area (EEA): Unless specified to the contrary, research is distributed in the EEA by J.P.
Morgan AG (“JPM AG”), which is a member of the Frankfurt Stock Exchange, is authorised by the European Central Bank (“ECB”) and
is regulated by the Federal Financial Supervisory Authority (BaFin). JPM AG is a company incorporated in the Federal Republic of
Germany with a registered office at Taunustor 1, 60310 Frankfurt am Main, the Federal Republic of Germany. The material has been
distributed in the EEA to persons regarded as professional investors (or equivalent) pursuant to Art. 4 para. 1 no. 10 and Annex II of
MiFID II and its respective implementation in their home jurisdictions (“EEA professional investors”). This material must not be acted on
or relied on by persons who are not EEA professional investors. Any investment or investment activity to which this material relates is
only available to EEA relevant persons and will be engaged in only with EEA relevant persons. Hong Kong: J.P. Morgan Securities (Asia
Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission in
Hong Kong, and J.P. Morgan Broking (Hong Kong) Limited (CE number AAB027) is regulated by the Securities and Futures
Commission in Hong Kong. JP Morgan Chase Bank, N.A., Hong Kong (CE Number AAL996) is regulated by the Hong Kong Monetary
Authority and the Securities and Futures Commission, is organized under the laws of the United States with limited liability. India: J.P.
Morgan India Private Limited (Corporate Identity Number - U67120MH1992FTC068724), having its registered office at J.P. Morgan
Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai — 400098, is registered with the Securities and Exchange Board of India
(SEBI) as a ‘Research Analyst’ having registration number INHO00001873. J.P. Morgan India Private Limited is also registered with
SEBI as a member of the National Stock Exchange of India Limited and the Bombay Stock Exchange Limited (SEBI Registration
Number — INZ000239730) and as a Merchant Banker (SEBI Registration Number - MB/INM000002970). Telephone: 91-22-6157 3000,
Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. JPMorgan Chase Bank, N.A. - Mumbai Branch is licensed by the Reserve
Bank of India (RBI) (Licence No. 53/ Licence No. BY.4/94; SEBI - IN/CUS/014/ CDSL : IN-DP-CDSL-444-2008/ IN-DP-NSDL-285-
2008/ INBI0O0000984/ INE231311239) as a Scheduled Commercial Bank in India, which is its primary license allowing it to carry on
Banking business in India and other activities, which a Bank branch in India are permitted to undertake. For non-local research material,
this material is not distributed in India by J.P. Morgan India Private Limited. Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member
of the Indonesia Stock Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. Korea: J.P. Morgan Securities (Far East) Limited,
Seoul Branch, is a member of the Korea Exchange (KRX). JPMorgan Chase Bank, N.A., Seoul Branch, is licensed as a branch office of
foreign bank (JPMorgan Chase Bank, N.A.) in Korea. Both entities are regulated by the Financial Services Commission (FSC) and the
Financial Supervisory Service (FSS). For non-macro research material, the material is distributed in Korea by or through J.P. Morgan
Securities (Far East) Limited, Seoul Branch. Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo
Branch are regulated by the Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by
JPMorgan Securities (Malaysia) Sdn Bhd (18146-X), which is a Participating Organization of Bursa Malaysia Berhad and holds a Capital
Markets Services License issued by the Securities Commission in Malaysia. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V.and J.P.
Morgan Grupo Financiero are members of the Mexican Stock Exchange and are authorized to act as a broker dealer by the National
Banking and Securities Exchange Commission. New Zealand: This material is issued and distributed by JPMSAL in New Zealand only
to "wholesale clients" (as defined in the Financial Advisers Act 2008). JPMSAL is registered as a Financial Service Provider under the
Financial Service providers (Registration and Dispute Resolution) Act of 2008. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a
member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. Philippines: J.P. Morgan
Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation
of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Russia: CB
J.P. Morgan Bank International LLC is regulated by the Central Bank of Russia. Singapore: This material is issued and distributed in
Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS) [MCI (P) 093/09/2021 and Co. Reg. No.:
199405335R], which is a member of the Singapore Exchange Securities Trading Limited, and/or JPMorgan Chase Bank, N.A., Singapore
branch (JPMCB Singapore), both of which are regulated by the Monetary Authority of Singapore. This material is issued and distributed
in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and
Futures Act, Cap. 289 (SFA). This material is not intended to be issued or distributed to any retail investors or any other investors that do
not fall into the classes of “accredited investors,” “expert investors” or “institutional investors,” as defined under Section 4A of the SFA.
Recipients of this material in Singapore are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in
connection with, the material. As at the date of this material, JPMSS is a designated market maker for certain structured warrants listed on
the Singapore Exchange where the underlying securities may be the securities discussed in this material. Arising from its role as a
designated market maker for such structured warrants, JPMSS may conduct hedging activities in respect of such underlying securities and
hold or have an interest in such underlying securities as a result. The updated list of structured warrants for which JPMSS acts as
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designated market maker may be found on the website of the Singapore Exchange Limited: http:/www.sgx.com. South Africa: J.P.
Morgan Equities South Africa Proprietary Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are members of the
Johannesburg Securities Exchange and are regulated by the Financial Services Board. Taiwan: J.P. Morgan Securities (Taiwan) Limited
is a participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. Material
relating to equity securities is issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan) Limited, subject to the license scope
and the applicable laws and the regulations in Taiwan. According to Paragraph 2, Article 7-1 of Operational Regulations Governing
Securities Firms Recommending Trades in Securities to Customers (as amended or supplemented) and/or other applicable laws or
regulations, please note that the recipient of this material is not permitted to engage in any activities in connection with the material that
may give rise to conflicts of interests, unless otherwise disclosed in the “Important Disclosures” in this material. Thailand: This material
is issued and distributed in Thailand by JPMorgan Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and
is regulated by the Ministry of Finance and the Securities and Exchange Commission, and its registered address is 3rd Floor, 20 North
Sathorn Road, Silom, Bangrak, Bangkok 10500. UK: Unless specified to the contrary, research is distributed in the UK by J.P. Morgan
Securities plc (“JPMS plc”) which is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority
and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. JPMS plc is registered in England & Wales
No. 2711006, Registered Office 25 Bank Street, London, E14 5JP. This material is directed in the UK only to: (a) persons having
professional experience in matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) (Order) 2005 (“the FPO”); (b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated
associations or partnerships, the trustees of high value trusts, etc.); or (c) any persons to whom this communication may otherwise
lawfully be made; all such persons being referred to as "UK relevant persons". This material must not be acted on or relied on by persons
who are not UK relevant persons. Any investment or investment activity to which this material relates is only available to UK relevant
persons and will be engaged in only with UK relevant persons. Research issued by JPMS plc has been prepared in accordance with JPMS
plc's policy for prevention and avoidance of conflicts of interest related to the production of Research which can be found at the following
link: J.P. Morgan EMEA - Research Independence Policy. U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE,
FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A. is a member of the FDIC. Material published by non-U.S. affiliates is
distributed in the U.S. by JPMS who accepts responsibility for its content.

General: Additional information is available upon request. The information in this material has been obtained from sources believed to be
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts,
opinions and expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries
(collectively J.P. Morgan) make no representations or warranties whatsoever to the completeness or accuracy of the material provided,
except with respect to any disclosures relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of
the material. Accordingly, no reliance should be placed on the accuracy, fairness or completeness of the information contained in this
material. Any data discrepancies in this material could be the result of different calculations and/or adjustments. J.P. Morgan accepts no
liability whatsoever for any loss arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective
directors, officers or employees, shall be in any way responsible for the contents hereof, apart from the liabilities and responsibilities that
may be imposed on them by the relevant regulatory authority in the jurisdiction in question, or the regulatory regime thereunder.
Opinions, forecasts or projections contained in this material represent J.P. Morgan's current opinions or judgment as of the date of the
material only and are therefore subject to change without notice. Periodic updates may be provided on companies/industries based on
company-specific developments or announcements, market conditions or any other publicly available information. There can be no
assurance that future results or events will be consistent with any such opinions, forecasts or projections, which represent only one
possible outcome. Furthermore, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have
not been verified, and future actual results or events could differ materially. The value of, or income from, any investments referred to in
this material may fluctuate and/or be affected by changes in exchange rates. All pricing is indicative as of the close of market for the
securities discussed, unless otherwise stated. Past performance is not indicative of future results. Accordingly, investors may receive back
less than originally invested. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument.
The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipients of this
material must make their own independent decisions regarding any securities or financial instruments mentioned herein and should seek
advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on the
basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts
in a manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other
communication is brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff
and other Research Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not
involved in the preparation of this material may have investments in the securities (or derivatives of such securities) mentioned in this
material and may trade them in ways different from those discussed in this material. This material is not an advertisement for or
marketing of any issuer, its products or services, or its securities in any jurisdiction.

"Other Disclosures" last revised January 01, 2022.

Copyright 2022 JPMorgan Chase & Co. All rights reserved. This material or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.

WESCO_UCC00003188 °


https://www.jpmm.com/research/disclosures?disclosure=independencePolicyEMEA
http://www.sgx.com/

For the exclusive use of Josh Katz (Josh.Katz@psc.com) at Piper Sandler Companies

Case 23-03091 Document 1218-4 Filed in TXSB on 05/01/24 Page 10 of 10

Patrick M. Baumann, CFA North America Equity Research
(1-212) 622-0160 14 January 2022 JP Morgan
patrick.m.baumann@jpmchase.com

10 WESCO_UCC00003189
Completed 14 Jan 2022 03:40 PM EST Disseminated 14 Jan 2022 04:05 PM EST



Case 23-03091 Document 1218-5 Filed in TXSB on 05/01/24 Page 1 of 11

‘i Loop Capital Markets

December 22, 2021
Company Update

RATING: HOLD
Price Target: $93.00

Click here for the full model

TRADING COMPANIES & DISTRIBUTORS

MSC Industrial Direct Co., Inc. (MSM - $83.97)

Solid 1Q Earnings, but Soft Gross Margin Performance Fuels
Lingering Concerns

Chris Dankert, Senior Vice President
Chris.Dankert@loopcapital.com

Tel: 310-439-5591

Loop Equity Trading: 312-91.

STOCK DATA

3-4908

Price $83.97

Price Target $93.00
Market Cap ($M) $4,690M
52-Week Range $77.47-596.23
Shares (M) 55.9

ADTV (000) 333
Enterprise Value (SM) $5,390M
Dividend Per Share $0.75

Debt to Capitalization 41%

FINANCIAL DATA

2021A 2022E 2023E

P/E Ratio 17.4x 14.4x 13.8x
EBIT Margin 11.5% 12.4% 12.5%
EV/EBITDA 12.2x 10.4x 10.1x

*Financial data in S millions except per share.

OPERATING EPS ($)

FY August 2021A 2022E 2023E
Ql 1.10 1.25A 1.38E
Consensus 1.21508
Q2 1.03 1.27E 1.31E
Consensus 1.23E 1.33E
Q3 1.42 1.60E 1.70E
Consensus 1.55E 1.70E
Q4 1.26 1.70E 1.71E
Consensus 1.61E 1.57E
FY Prior 4.81 5.70E 6.00E
FY 4.81 5.83E 6.10E
Consensus 5.66E 5.96E
FY August 2021A 2022E 2023E
Ql 771.9 848.5A 902.7E
Consensus 890.9E
Q2 774.0 870.5E 890.2E
Consensus 856.2E 898.2E
Q3 866.3 931.4E 975.4E
Consensus 912.0F 959.2F
Q4 831.0 964.2E 965.1E
Consensus 951.6E 942.1F
FY Prior 3,243.2 3,605.2E  3,723.5E
FY 3,243.2 3,614.6E 3,733.5E
Consensus 3,548.7E 3,690.3E

Source: FactSet, Loop Capital Markets estimates

Summary

Summary: MSM reported a solid quarter as earnings edged ahead of our forecast and
consensus aided by favorable tax treatment ($0.02 benefit). Meanwhile, sales growth
matched our estimates, increased with our latest round of channel checks, and beat
consensus providing a positive read-through for peers FAST and GWW. Robust SG&A control
more than offset disappointing gross margin as MSM has struggled to keep pace with price
increases. We see this as more idiosyncratic to MSM'’s pricing regime and expect
improvement into CY22.

Event Alert: We will be hosting virtual meetings with John Chironna, VP of Investor
Relations and Treasurer on January 11th (open to CA and PA investors). Please contact your
Loop sales representative for details.

Key Points

e  When asked about the drivers behind soft gross margin performance in the
quarter, CEO Erik Gershwind was quick to cite the impact of “hyper-inflation”
which resulted in weaker (albeit still positive) price/cost, that could not fully offset
mix headwinds. To combat accelerating costs, MSM has implemented fresh gross
margin mitigation actions including more frequent contract renegotiation, shorter
duration price quotes, and sourcing alternative product. In addition, MSM
expects to realize January price gains that are “considerably larger” than the
recent ~2% price realization level, we forecast +5% for January (vendor prices
+7.6% y/y in our Nov. checks).

e  FY1QResults: Adj. EPS of $1.25 edged ahead of our forecast for $1.22 and $1.20
consensus led by favorable tax treatment ($0.02 benefit vs. our model), solid opex
control and slightly lower interest expense. Sales growth of +9.9% y/y matched
our forecast (increased modestly with our November distributor survey) and beat
+8.7% consensus aided by solid manufacturing demand (+15.7% y/y vs. +21.8%
during FY4Q).

e  FY1Q gross margin of 41.6% missed consensus (42.1%) and declined -30bp y/y
given ongoing mix headwinds and positive but weaker-than-expected price/cost.
Net price & mix contributed +2.3% y/y to sales growth but weakened 50bp
sequentially. Despite the gross margin drag, EBIT margin increased +30bp y/y to
11.3% (vs. 11.4% Loop, 11.1% Street) aided by SG&A control and roughly $3M of
net savings associated with ‘Mission Critical’ initiatives.

e Drivers: Government sales declined -28% y/y during FY1Q and are expected to
decline double-digits during FY2Q before rebounding on easier comps into FY2H.
Offsetting these declines, MSM witnessed roughly +17% y/y growth in heavy
manufacturing markets. MSM again declined to break-out the discrete impact of
growth drivers like VMI and vending (Ecommerce growth essentially paced overall
sales) but noted that in-plant business increased to 8% of sales for FY1Q vs. 7%
last quarter.

e  Estimate Changes: We now forecast FY22 adj. EPS of $5.83 (+$0.13 and vs. $5.66
consensus) on sales growth of +11.5% (+8.5% ADS basis) and gross margin of
41.9% (-10bp vs. FY21). We also forecast FY23 adj. EPS of $6.10 (+$0.10 and vs.
$5.96 consensus) on sales growth of +3.3% (+6.2% ADS basis).

PLEASE SEE IMPORTANT DISCLOSURES STARTING ON PAGES 8 - 11 OF THIS REPORT
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MSC Industrial Direct

Quarterly Income Statement Comparison
(SM, except per-share data)

Actual Loop Actual Consensus A A
1Q21 1Q22E 1Q22 1Q22E vs. vs.
Nov-20 Nov-21 Nov-21 Nov-21 Loop Prior Year
Net Sales 771.9 848.2 848.5 839.0 0.4 76.6
Cost of Goods Sold 448.6 490.5 496.0 5.4 47.4
Gross Profit 323.3 357.6 352.6 353.1 (5.0) 29.3
Operating Expenses 238.7 261.2 256.6 (4.7) 17.9
Income from Operations 84.6 96.4 96.0 93.2 (0.4) 114
Total Other Income (Expense) (2.7) (5.0) (4.2) 0.9 (1.4)
Interest Income, net (3.3) (5:0) (3.7) 1.3 (0.4)
Other Income, net 0.7 0.0 (0.4) (0.4) (1.1)
Earnings Before Income Taxes 81.9 91.4 91.9 0.5 10.0
Income Taxes 19.9 22.8 21.7 (1.2) 1.8
Net Income 62.0 68.5 70.2 66.6 1.7 8.2
Diluted Shares Outstanding 55.9 55.9 55.9 0.0 0.0
Adjusted EPS $1.10 $1.22 $1.25 $1.20 $0.03 $0.15
Margins
Gross Margin 41.9% 42.2% 41.6% 42.1% -61bp -33bp
Operating Expenses 30.9% 30.8% 30.2% -56bp -69bp
EBIT Margin 11.0% 11.4% 11.3% 11.1% -5bp 35bp
NOPAT Margin 8.3% 8.5% 8.6% 12bp 35bp
EBITDA Margin 13.2% 13.4% 13.4% -3bp 19bp
Incremental EBIT Margin YoY -16.0% 15.5% 14.9% -58bp NM
Effective Tax Rate 24.3% 25.0% 23.6% -140bp -70bp
Net Margin 8.0% 8.1% 8.3% 19bp 24bp
Y/Y growth
Sales -6.3% 9.9% 9.9% 8.7% 5bp 1621bp
Gross Profit -6.9% 10.6% 9.1% -156bp 1593bp
Operating Expenses -6.1% 9.4% 7.5% -195bp 1363bp
EBITDA -8.1% 11.6% 11.5% -13bp 1961bp
EBIT -8.9% 13.9% 13.5% -45bp 2237bp
Pretax Income -8.8% 11.6% 12.2% 61bp 2096bp
Net Income -8.0% 10.5% 13.2% 268bp 2115bp
Diluted EPS -9.1% 10.4% 13.5% 308bp 2252bp

Source: Company Reports, Loop Estimates

PLEASE SEE IMPORTANT DISCLOSURES STARTING ON PAGES 8 - 11 OF THIS REPORT




“LOOP Capitaf MAASAR! Document 1218-5 Filed in TXSB on 05/01/24  Pag@dmhdidial Direct Co., Inc.
December 22, 2021

MSC Industrial Direct

Earnings Forecast Revisions Current Quarter Current FY FY+1
(Dollars in millions, except per-share data) Prior New A A A
2Q22E 2Q22E vs. Prior New vs. Prior New vs.
Feb-22 Feb-22 Prior FY22E FY22E Prior FY23E FY23E Prior
Net Sales 861.5 870.5 9.0 3,605.2 3,614.6 9.4 3,723.5 3,733.5 10.0
Cost of Goods Sold 497.3 505.1 7.8 2,088.6 2,101.2 12.6 2,166.4 2,176.8 10.3
Gross Profit 364.2 365.4 1.2 1,516.6 1,513.4 (3.2) 1,557.0 1,556.7 (0.3)
Operating Expenses 265.3 266.4 1.0 1,070.5 1,065.9 (4.6) 1,088.5 1,088.9 0.4
Income from Operations 98.9 99.0 0.1 446.1 447.4 1.4 468.5 467.8 (0.7)
Total Other Income (Expense) (5.0 (3.8) 1.2 (20.0) (15.6) 4.4 (20.0) (15.3) 4.7
Interest Income, net (5.0) (3.8) 1.2 (20.0) (15.2) 4.8 (20.0) (15.3) 4.7
Other Income, net 0.0 0.0 0.0 0.0 (0.4) (0.4) 0.0 0.0 0.0
Earnings Before Income Taxes 93.9 95.2 1.3 426.0 431.8 5.8 448.5 452.5 4.0
Income Taxes 23.5 23.8 0.3 106.2 105.4 (0.8) 111.5 110.9 (0.6)
Net Income 70.4 71.4 1.0 319.8 326.4 6.6 337.0 341.6 4.7
Diluted Shares Outstanding 55.9 55.9 (0.0) 55.9 55.9 (0.0) 55.9 55.9 (0.0)
Adjusted EPS $1.25 $1.27 $0.02 $5.70 $5.83 $0.13 $6.00 $6.10 $0.09
Margins
Gross Margin 42.3% 42.0% -0.3% 42.1% 41.9% -0.2% 41.8% 41.7% -0.1%
Operating Expenses 30.8% 30.6% -0.2% 29.7% 29.5% -0.2% 29.2% 29.2% -0.1%
EBIT Margin 11.5% 11.4% -0.1% 12.4% 12.4% 0.0% 12.6% 12.5% -0.1%
NOPAT Margin 8.6% 8.5% -0.1% 9.3% 9.4% 0.1% 9.5% 9.5% 0.0%
EBITDA Margin 13.5% 13.4% -0.1% 14.3% 14.3% 0.0% 14.4% 14.4% -0.1%
Incremental EBIT Margin YoY 21.1% 19.2% -1.8% 20.6% 20.4% -0.2% 19.0% 17.1% -1.8%
Effective Tax Rate 25.0% 25.0% 0.0% 24.9% 24.4% -0.5% 24.9% 24.5% -0.4%
Net Margin 8.2% 8.2% 0.0% 8.9% 9.0% 0.2% 9.1% 9.2% 0.1%
Y/Y growth
Sales 11.3% 12.5% 1.2% 11.2% 11.5% 0.3% 3.3% 3.3% 0.0%
COGS 10.7% 12.5% 1.7% 11.1% 11.8% 0.7% 3.7% 3.6% -0.1%
Gross Profit 12.1% 12.5% 0.4% 11.2% 11.0% -0.2% 2.7% 2.9% 0.2%
Operating Expenses 8.6% 9.0% 0.4% 7.9% 7.4% -0.5% 1.7% 2.2% 0.5%
EBITDA 19.1% 19.3% 0.2% 17.3% 17.8% 0.4% 4.2% 3.7% -0.4%
EBIT 22.9% 23.1% 0.2% 20.1% 20.4% 0.4% 5.0% 4.6% -0.5%
Pretax Income 22.2% 23.9% 1.7% 19.0% 20.6% 1.6% 5.3% 4.8% -0.5%
Net Income 21.7% 23.4% 1.7% 18.1% 20.5% 2.4% 5.4% 4.7% -0.7%
Diluted EPS 22.3% 24.1% 1.8% 18.4% 21.1% 2.6% 5.3% 4.6% -0.7%

Source: Company Reports, Loop Estimates
Analyst: Chris Dankert
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MSC Industrial Direct

Monthly Sales Metrics
(Dollars in millions, except per-share data)
Analyst: Chris Dankert

Fy21 Month Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21  May-21 Jun-21  Jul-21  Aug-21
Net Sales ($M) 293.7 254.7 223.5 259.4 256.6 258 327.6 273.1 265.6 315.8 246.5 268.7
Sales/Day ($M) 12.2 12.7 12.4 12.4 12.8 12.9 13.1 13.7 13.3 13.2 13.0 13.4
Selling Days 24 20 18 21 20 20 25 20 20 24 19 20
ADS Growth YoY -8.5% -3.9% -5.9% 3.1% -4.0% -3.4% -0.7% 16.0%  -6.4% 152% 11.2% 11.8%

Core Volume -9.8% -5.2% -7.2% 1.9% -5.2% -4.6% -0.8% 15.9%  -6.5% 11.9% 7.9% 8.5%
Pricing & Other 1.3% 1.3% 1.3% 1.2% 1.2% 1.2% 0.1% 0.1% 0.1% 2.8% 2.8% 2.8%
M&A 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.4% 0.5% 0.5%

ADS Growth MoM 1.9% 4.1% -2.5% -0.5% 3.9% 0.5% 1.6% 4.2% -2.7% -0.9% -1.4% 3.6%

FY22 Month Sep-21  Oct-21  Nov-21 | Dec-21 | Jan-22 | Feb-22 | Mar-22 | Apr-22 | May-22 | Jun-22 | Jul-22 | Aug-22
Net Sales ($M) 326.2 272.2 250.1 296.8 286.1 287.6 356.7 286.6 288.1 341.1 263.8 359.4
Sales/Day ($M) 13.6 13.6 13.9 12.9 14.3 14.4 14.3 14.3 14.4 14.2 13.9 14.4
Selling Days 24 20 18 23 20 20 25 20 20 24 19 25
ADS Growth YoY 11.1% 6.9% 11.9% 4.5% 11.5% | 11.5% 8.9% 5.0% 8.5% 8.0% 7.0% 7.0%

Core Volume 8.3% 4.0% 9.0% 1.0% 6.0% 6.5% 4.5% 1.0% 5.0% 6.0% 5.0% 5.0%
Pricing & Other 2.3% 2.3% 2.3% 3.0% 5.0% 4.5% 4.0% 3.5% 3.0% 2.0% 2.0% 2.0%
M&A 0.5% 0.5% 0.6% 0.5% 0.5% 0.5% 0.4% 0.5% 0.5% 0.0% 0.0% 0.0%

ADS Growth MoM 1.2% 0.1% 2.1% -7.1% 10.8% 0.5% -0.8% 0.4% 0.5% -1.3% -2.3% 3.6%

FY23 Month Sep-22 | Oct-22 | Nov-22 | Dec-22 | Jan-23 | Feb-23 | Mar-23 | Apr-23 [ May-23 [ Jun-23 | Jul-23 | Aug-23
Net Sales ($M) 349.0 288.5 265.1 276.4 306.1 307.7 381.6 301.0 292.8 363.2 295.7 306.2
Sales/Day ($M) 14.5 14.4 14.7 13.2 15.3 15.4 15.3 15.0 15.4 15.1 14.8 15.3
Selling Days 24 20 18 21 20 20 25 20 19 24 20 20
ADS Growth YoY 7.0% 6.0% 6.0% 2.0% 7.0% 7.0% 7.0% 5.0% 7.0% 6.5% 6.5% 6.5%

Core Volume 4.5% 4.5% 4.5% 1.0% 6.0% 6.0% 6.0% 4.0% 6.0% 6.0% 6.0% 6.0%
Pricing & Other 2.5% 1.5% 1.5% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 0.5% 0.5% 0.5%
M&A 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
ADS Growth MoM 1.2% -0.8% 2.1% -10.6% | 16.3% 0.5% -0.8% -1.4% 2.4% -1.8% -2.3% 3.6%

Source: Company Reports, Loop Estimates
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MSM Quarterly Earnings Model

Income Statement (FY)
(Dollars in millions, except per-share data)
Analyst: Chris Dankert

2021 2022 2023
1Q21 2Q21 3Q21 4Q21 1Q22 2Q22E 3Q22E 4Q22E 1Q23E 2Q23E 3Q23E 4Q23E
Nov-20 Feb-21 May-21 Aug-21 Nov-21 | Feb-22 | May-22 | Aug-22 Nov-22 | Feb-23 | May-23 | Aug-23

Net Sales 771.9 774.0 866.3 831.0 848.5 870.5 931.4 964.2 902.7 890.2 975.4 965.1
Cost of Goods Sold 448.6 449.2 499.8 482.1 496.0 505.1 538.2 562.0 528.4 519.0 566.9 562.6
Gross Profit 323.3 324.8 366.5 349.0 352.6 365.4 393.2 402.2 374.2 371.3 408.6 402.6
Operating Expenses 238.7 244.4 256.9 252.1 256.6 266.4 269.2 273.8] 269.0 269.7 277.0 273.1
Income from Operations 84.6 80.5 109.5 96.9 96.0 99.0 124.0 128.4 105.2 101.6 131.6 129.4]
Total Other Income (Expense) -2.7 -3.6 -2.6 -4.5 -4.1 -3.8 -3.8 -3.8 -3.8 -3.8 -3.8 -3.8

Interest Income, net -3.3 -3.6 -3.7 -3.9 -3.7 -3.8 -3.8 -3.8 -3.8 -3.8 -3.8 -3.8

Other Income, net 0.7 -0.1 1.1 -0.7 -0.4 0.0 0.0, 0.0, 0.0 0.0 0.0 0.0
Earnings Before Income Taxes 81.9 76.8 107.0 923 91.9 95.2 120.2 124.6 101.4 97.7 127.7 125.6
Income Taxes 19.9 19.0 26.3 22.0 21.7 23.8 30.0 29.9 24.3 24.4 31.9 30.1
Net Income 62.0 57.8 80.7 70.4 70.2 71.4 90.1 94.7 77.1 73.3 95.8 95.5
GAAP EPS- Basic $0.69 $0.32 $1.69 $1.19 $1.19 $1.28 $1.61 $1.71 $1.38 $1.31 $1.71 $1.72
GAAP EPS- Diluted $0.69 $0.32 $1.68 $1.18 $1.18 $1.27 $1.60 $1.70 $1.38 $1.31 $1.70 $1.71
Charges and One-Time Items 23.2 39.5 -14.3 4.5 3.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Charges and One-Time Items (EPS Impact) $0.42 $0.70  -$0.25 $0.08 $0.07 $0.00 $0.00] $0.00] $0.00 $0.00 $0.00 $0.00]
Adjusted EPS $1.10 $1.03 $1.42 $1.26 $1.25 $1.27 $1.60 $1.70 $1.38 $1.31 $1.70 $1.71
Basic Shares Outstanding 55.7 55.8 55.9 55.5 55.5 55.5 55.5 55.5 55.5 55.5 55.5 55.5
Diluted Shares Outstanding 55.9 56.1 56.4 55.9 55.9 55.9 55.9 55.9 55.9 55.9 55.9 55.9
Cash Dividends per Share $0.75 $0.75 $0.75 $0.75 $0.75 $0.75 $0.75 $0.79 $0.79 $0.79 $0.79 $0.83
Dividend Payout Ratio (%)
Margins
Cost of Goods Sold 58.1% 58.0% 57.7% 58.0% 58.4% 58.0% 57.8% 58.3% 58.5% 58.3% 58.1% 58.3%
Gross Margin 41.9% 42.0% 42.3% 42.0% 41.6% 42.0% 42.2% 41.7% 41.5% 41.7% 41.9% 41.7%
Operating Expenses 30.9% 31.6% 29.7% 30.3% 30.2% 30.6% 28.9% 28.4% 29.8% 30.3% 28.4% 28.3%
EBIT Margin 11.0% 10.4% 12.6% 11.7% 11.3% 11.4% 13.3% 13.3% 11.7% 11.4% 13.5% 13.4%
NOPAT Margin 8.3% 7.8% 9.5% 8.9% 8.6% 8.5% 10.0% 10.1% 8.9% 8.6% 10.1% 10.2%
EBITDA Margin 13.2% 12.7% 14.6% 13.7% 13.4% 13.4% 15.2% 15.1% 13.5% 13.3% 15.2% 15.2%
Incremental EBIT Margin YoY -16.0% 23.0% -1.0% 15.3% 14.9% 19.2% 22.2% 23.7% 17.1% 12.9% 17.2%| 112.9%
Effective Tax Rate 24.3% 24.7% 24.6% 23.8% 23.6% 25.0% 25.0% 24.0% 24.0% 25.0% 25.0% 24.0%
Net Margin 8.0% 7.5% 9.3% 8.5% 8.3% 8.2% 9.7% 9.8% 8.5% 8.2% 9.8% 9.9%
Y/Y growth
Sales -6.3% -1.5% 3.8% 11.1% 9.9% 12.5% 7.5% 16.0% 6.4% 2.3% 4.7% 0.1%
COGS -5.8% -1.3% 3.9% 10.4% 10.6% 12.5% 7.7% 16.6% 6.5% 2.7% 5.3% 0.1%
Gross Profit -6.9% -1.9% 3.5% 12.2% 9.1% 12.5% 7.3% 15.3% 6.1% 1.6% 3.9% 0.1%
Operating Expenses -6.1% -3.5% 5.3% 11.0% 7.5% 9.0% 4.8% 8.6% 4.8% 1.3% 2.9% -0.3%
EBITDA -8.1% 2.1% -1.6% 11.8% 11.5% 19.3% 12.6% 27.7% 7.8% 2.0% 5.2% 0.5%
EBIT -8.9% 3.6% -0.3% 15.2% 13.5% 23.1% 13.2% 32.6% 9.6% 2.6% 6.1% 0.8%
Pretax Income -8.8% 3.6% 2.9% 15.5% 12.2% 23.9% 12.3% 34.9% 10.4% 2.7% 6.3% 0.8%
Net Income -8.0% 4.1% 3.3% 15.0% 13.2% 23.4% 11.7% 34.6% 9.8% 2.7% 6.3% 0.8%
Diluted EPS -9.1% 2.7% 1.8% 15.1% 13.5% 24.1% 12.7% 34.7% 9.8% 2.6% 6.2% 0.8%
Q/Qgrowth
Sales 3.2% 0.3% 11.9% -4.1% 2.1% 2.6% 7.0% 3.5% -6.4% -1.4% 9.6% -1.1%
COGS 2.7% 0.1% 11.3% -3.6% 2.9% 1.8% 6.6% 4.4% -6.0% -1.8% 9.2% -0.8%
Gross Profit 3.9% 0.5% 12.8% -4.8% 1.0% 3.6% 7.6% 2.3% -7.0% -0.8% 10.0% -1.5%
Operating Expenses 5.1% 2.4% 5.1% -1.9% 1.8% 3.8% 1.1% 1.7% -1.8% 0.3% 2.7% -1.4%
EBITDA -0.2% -4.2% 28.7% -9.1% -0.5% 2.5% 21.5% 3.1% -16.1% -3.0% 25.3% -1.4%
EBIT 0.6% -4.9% 36.1% -11.6% -0.9% 3.1% 25.2% 3.6% -18.0% -3.5% 29.5% -1.6%
Pretax Income 2.5% -6.2% 39.2%  -13.7% -0.5% 3.6% 26.3% 3.7% -18.6% -3.6% 30.7% -1.7%
Net earnings 1.4% -6.8% 39.5% -12.8% -0.2% 1.7% 26.3% 5.1% -18.6% -4.9% 30.7% -0.3%
Diluted EPS 0.9% -7.2% 38.7% -11.5% -0.5% 1.5% 26.0% 5.8% -18.9% -5.1% 30.4% 0.4%

Source: Company Reports, Loop Estimates
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MSM Annual Earnings Model

Income Statement (FY)
(Dollars in millions, except per-share data)
Analyst: Chris Dankert

F2008 F2009 F2010 F2011 F2012 F2013 F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022E | F2023E

Net Sales 1,779.8 1,489.5 1,692.1 2,021.8 2,3559 2,457.6 2,787.1 29104 2,863.5 2,887.7 3,203.9 3,363.8 3,1924 3,243.2| 3,614.6| 3,733.5
Cost of Goods Sold 957.3 801.7 9209 1,0809 1,277.7 1,339.1 15009 1,593.8 1,574.6 1,601.5 18109 1,931.8 1,849.1 1,879.6| 2,101.2| 2,176.8
Gross Profit 822.5 687.8 771.2 940.9 11,0782 11,1185 1,286.3 1,316.6 1,2889 1,286.2 1,393.0 14320 1,343.3 1,363.6| 1,513.4 1,556.7
Operating Expenses 503.0 483.1 531.3 591.2 664.8 717.1 885.7 932.5 912.9 907.2 972.4  1,025.3 978.9 992.1) 1,065.9| 1,088.9
Income from Operations 319.5 204.7 239.9 349.8 413.4 401.4 400.5 384.0 376.0 379.0 420.6 406.7 364.5 371.5 447.4 467.8
Total Other Income (Expense) -6.1 2.3 -0.9 -0.4 0.0 -2.1 -3.7 -6.4 -4.2 -11.0 -14.4 -16.9 -16.5 -13.4 -15.6 -15.3
Earnings Before Income Taxes 313.4 207.1 239.0 349.3 4134 399.3 396.9 377.6 371.7 368.0 406.2 389.9 348.0 358.1 431.8 452.5
Income Taxes 117.1 76.8 90.3 130.5 153.6 151.1 150.1 143.6 140.5 136.7 77.0 95.9 85.8 87.2 105.4 110.9
Net Income 196.3 125.2 148.7 218.8 259.8 248.2 246.8 234.1 231.2 231.2 329.2 294.0 262.2 270.9 326.4 341.6
GAAP EPS- Basic $3.08 $2.03 $2.38 $3.47 $4.12 $3.80 $3.81 $3.76 $3.79 $4.06 $5.84 $5.23 $4.53 $3.89 $5.79 $6.13
GAAP EPS- Diluted $3.04 $2.00 $2.36 $3.43 $4.10 $3.78 $3.79 $3.74 $3.76 $4.04 $5.79 $5.20 $4.52 $3.87 $5.75 $6.10
Charges and One-Time Items -0.9 0.0 0.0 0.0 0.8 10.3 10.7 2.5 0.0 0.0 -41.2 5.2 10.5 52.9 3.9 0.0
Charges and One-Time Items (EPS Impact) -$0.02 $0.00 $0.00 $0.00 $0.01 $0.16 $0.17 $0.04 $0.00 $0.00 -$0.72 $0.09 $0.19 $0.95 $0.07 $0.00
Adjusted EPS $3.02 $2.00 $2.35 $3.43 $4.12 $3.92 $3.95 $3.79 $3.76 $4.04 $5.08 $5.30 $4.71 $4.81 $5.83 $6.10
Basic Shares Outstanding 63.8 61.8 62.5 62.9 62.4 62.7 62.0 61.3 60.9 56.8 56.4 55.2 55.5 55.7 55.5 55.5
Diluted Shares Outstanding 64.7 62.6 63.1 63.3 62.8 63.0 62.3 61.5 61.1 56.9 56.7 55.5 55.6 56.1 55.9 55.9
Cash Dividends per Share $0.74 $0.80 $0.88 $1.88 $1.00 $1.20 $1.32 $4.60 $1.72 $1.80 $2.22 $2.64 $3.00 $3.00 $3.04 $3.19
Margins

Cost of Goods Sold 53.8% 53.8% 54.4% 53.5% 54.2% 54.5% 53.9% 54.8% 55.0% 55.5% 56.5% 57.4% 57.9% 58.0% 58.1% 58.3%
Gross Margin 46.2% 46.2% 45.6% 46.5% 45.8% 45.5% 46.1% 45.2% 45.0% 44.5% 43.5% 42.6% 42.1% 42.0% 41.9% 41.7%
Operating Expenses 28.3% 32.4% 31.4% 29.2% 28.2% 29.2% 31.8% 32.0% 31.9% 31.4% 30.4% 30.5% 30.7% 30.6% 29.5% 29.2%
EBIT Margin 18.0% 13.7% 14.2% 17.3% 17.5% 16.3% 14.4% 13.2% 13.1% 13.1% 13.1% 12.1% 11.4% 11.5% 12.4% 12.5%
NOPAT Margin 11.2% 8.6% 8.8% 10.8% 11.0% 10.2% 8.9% 8.2% 8.2% 8.2% 10.6% 9.1% 8.6% 8.7% 9.4% 9.5%
EBITDA Margin 19.5% 15.6% 15.7% 18.7% 19.0% 18.3% 16.7% 15.6% 15.6% 15.3% 15.1% 14.0% 13.6% 13.6% 14.3% 14.4%
Incremental EBIT Margin YoY 31.3%  -39.5% 17.4% 33.3% 19.1% -11.8% -0.3%  -13.4%  -17.2% 12.5% 13.1% -8.6%  -24.6% 13.8% 20.4% 17.1%
Effective Tax Rate 37.4% 37.1% 37.8% 37.4% 37.1% 37.8% 37.8% 38.0% 37.8% 37.2% 18.9% 24.6% 24.6% 24.4% 24.4% 24.5%
Net Margin 11.0% 8.4% 8.8% 10.8% 11.0% 10.1% 8.9% 8.0% 8.1% 8.0% 10.3% 8.7% 8.2% 8.4% 9.0% 9.2%
Y/Y growth

Sales 54% -16.3% 13.6% 19.5% 16.5% 4.3% 13.4% 4.4% -1.6% 0.8% 10.9% 5.0% -5.1% 1.6% 11.5% 3.3%
COGS 55% -16.3% 14.9% 17.4% 18.2% 4.8% 12.1% 6.2% -1.2% 1.7% 13.1% 6.7% -4.3% 1.7% 11.8% 3.6%
Gross Profit 5.4% -16.4% 12.1% 22.0% 14.6% 3.7% 15.0% 2.4% -2.1% -0.2% 8.3% 2.8% -6.2% 1.5% 11.0% 2.9%
Operating Expenses 2.7% -3.9% 10.0% 11.3% 12.4% 7.9% 23.5% 5.3% -2.1% -0.6% 7.2% 5.4% -4.5% 1.4% 7.4% 2.2%
EBITDA 13.6%  -31.0% 13.8% 41.9% 19.3% 0.3% 4.3% -1.2% -0.6% 5.8% 9.9% -0.3% -8.4% 0.7% 17.8% 3.7%
EBIT 9.8%  -35.9% 17.2% 45.8% 18.2% -2.9% -0.2% -4.1% -2.1% 0.8% 11.0% -3.3%  -10.4% 1.9% 20.4% 4.6%
Pretax Income 12.1%  -33.9% 15.4% 46.2% 18.3% -3.4% -0.6% -4.8% -1.6% -1.0% 10.4% -4.0%  -10.7% 2.9% 20.6% 4.8%
Net Income 12.8%  -36.2% 18.8% 47.1% 18.8% -4.5% -0.6% -5.1% -1.2% 0.0% 42.4% -10.7%  -10.8% 3.3% 20.5% 4.7%
Diluted EPS 16.5% -33.8% 17.2% 46.1% 20.2% -4.7% 0.6% -4.1% -0.8% 7.4% 25.8% 44% -11.2% 2.3% 21.1% 4.6%

Source: Company Reports, Loop Estimates

PLEASE SEE IMPORTANT DISCLOSURES STARTING ON PAGES 8 - 11 OF THIS REPORT




“Loop Calﬁ@ﬁgﬁ%—lq@ggl Document 1218-5 Filed in TXSB on 05/01/24 Pa@gdidudtdial Direct Co., Inc.
December 22, 2021

Valuation

Our price target of $93 reflects roughly 16.0x our FY22 (Aug) EPS forecast of $5.83, and 15.3x our FY23
EPS forecast of $6.10 vs. MSM’s 10-year median multiple of 17x. MSM is currently trading at 14.3x our
FY22 EPS forecast of $5.83, and 13.7x our FY23 EPS forecast of $6.10. MSM is also trading at 10.3x our
FY22 EBITDA forecast of $517M and 10.0x our FY23 EBITDA forecast of $536M, which compares to
MSM'’s 10-year median EV/EBITDA multiple of 10.1x.

Risks to Our Analysis

Downside risks to our HOLD rating and price target include, but are not limited to: a downturn in North
American industrial production, reduced U.S. export activity, any missteps or share loss due to the
strategy pivot, any weakening in pricing power or inability to effectively pass along rising vendor and/or
labor costs, the potential for increased U.S. corporate tax rate, and potential conflicts of interest
between MSM'’s Class B and Class A shareholders. Upside risks include greater than anticipated savings
associated with the ‘Mission Critical’ program, accelerated sales growth above and beyond the targeted
market share gains, accretive cash deployment, or greater-than-expected demand recovery in key
markets (aerospace, heavy equipment, etc.).

Public Companies Mentioned in this Report
MSC Industrial Direct Co., Inc. (MSM:$83.97-HOLD)

Fastenal Company (FAST:$61.59-HOLD)

W.W. Grainger, Inc. (GWW:$496.79-BUY)
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IMPORTANT DISCLOSURES

This report has been prepared by Loop Capital Markets LLC ("Loop Capital Markets"). Loop Capital
Markets is a broker-dealer registered with the SEC and a member of FINRA and the Securities
Investor Protection Corporation (SIPC). Loop Capital Markets is located at 111 W. Jackson Blvd.,
Suite 1901, Chicago, IL 60604. For up-to-date Loop Capital Markets' disclosures, including
company specific disclosures and price charts, please click on the following link or paste URL in a
web browser: [https://research.loopcapital.com/researchportal/Disclosure/DisclosureDetails].
Alternatively, disclosures may also be made available by emailing
researchcompliance@loopcapital.com or by calling 888-294-8898.

Analyst Certification and Disclosures

Chris Dankert who is principally responsible for the preparation of this report with respect to each
subject security or issuer contained within this report certifies as of the date of the report that:
(1) the recommendations and guidance expressed accurately reflects the research analyst's
personal views;

(2) no part of the compensation was, is, or will be directly, or indirectly, related to the specific
recommendations or views expressed in this report.

Research Analyst Compensation: Loop Capital Markets' Research Analysts, including the author(s)
of this report, receive compensation that is based on a variety of factors, including overall
profitability of the Firm and total revenue from all sources, including those from investment
banking.

Company Disclosures

Investment Banking Services (Next 3 Months): Loop Capital Markets expects to receive, or intends
to seek, compensation for investment banking services in the next three months from the Subject
Company and other companies discussed in this Report.

Disclaimer
Information about our recommendations, holdings and investment decisions:

The information and rating included in this report represent the long-term view as described more
fully below. The analyst may have different views regarding short term trading strategies with
respect to the stocks covered by the rating, options on such stocks, and/or other securities or
financial instruments issued by the company. Our brokers and analysts may make
recommendations to their clients, and our affiliates may make investment decisions that are
contrary to the recommendations contained in this research report. Such recommendations or
investment decisions are based on the particular investment strategies, risk tolerances, and other
investment factors of that particular client or affiliate. From time to time, Loop Capital Markets,
and its respective directors, officers, employees, or members of their immediate families may
have a long or short position in the securities or other financial instruments mentioned in this
report. We provide to certain customers on request specialized research products or services that
focus on covered stocks from a particular perspective. These products or services include, but are
not limited to, compilations, reviews, and analysis that may use different research methodologies
or focus on the prospects for individual stocks as compared to other covered stocks or over
differing time horizons or under assumed market events or conditions. Readers should be aware
that we may issue investment research on the subject companies from a technical perspective
and/ or include in this report discussions about options on stocks covered in this report and/ or
other securities or financial instruments issued by the company. These analyses are different from
fundamental analysis, and the conclusions reached may differ. Technical research and the
discussions concerning options and other securities and financial instruments issued by the
company do not represent a rating or coverage of any discussed issuer(s). The disclosures
concerning distribution of ratings and price charts refer to fundamental research and do not

PLEASE SEE IMPORTANT DISCLOSURES STARTING ON PAGES 8 - 11 OF THIS REPORT
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include reference to technical recommendations or discussions concerning options and other
securities and financial instruments issued by the company.

The information presented in this report is for informational purposes only. Information and
opinions in this report have been obtained or derived from sources that we believe to be reliable,
however we make no representation as to their accuracy or completeness This report is not to be
construed as an offer to sell or a solicitation of an offer to buy any security. The opinions expressed
in this report may change without notice.

Loop Capital Markets research reports are intended for use by institutional investors. The
securities discussed in Loop Capital Markets research reports may not be suitable for some
investors. Investors must make their own determination as to the appropriateness of an
investment in any securities referred to herein, based on their specific investment objectives,
financial status and risk tolerance. Past performance is no guarantee of future results and the
predictions made in this report may not be met.

Loop Capital Markets accepts no liability whatsoever for any loss or damage of any kind arising
out of the use of all or any part of this report. Loop Capital Markets specifically prohibits the re-
distribution of this report by third parties, via the internet or otherwise, and accepts no liability
whatsoever for the actions of such third parties in this respect. Additional information is available
to clients upon request.

MSC Industrial Direct Co., Inc. Rating History as of 12/21/2021
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Closing Price ($) Target Price ($) Analyst
02-Aug-21 87.17 92.00 Chris Dankert | HOLD
21-0Oct-21 82.40 893.00 Chris Dankert HOLD
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Fastenal Company Rating History as of 12/21/2021

70.51
67.47
64.42
61.38
58.34
55.29
52,25
49.20+
46.16

Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21

Closing Price (5) Target Price (3) Analyst
02-Aug-21 54.71 52.00 Chris Dankert |, HOLD
07-5ep-21 54.01 53.00 Chris Dankert HOLD
06-Dec-21 62.00 57.00 Chris Dankert HOLD

W.W. Grainger, Inc. Rating History as of 12/21/2021

565.35 -
538.90
512.45 -
486.00 a
459.55 -

433.10-
406.65 Wﬁ

380.20
353.75

Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21

Closing Price ($) Target Price ($) Analyst
02-Aug-21 440.16 525.00 Chris Dankert I BUY
01-Now-21 467.92 565.00 Chris Dankert BUY

Stock Ratings

Buy - The stock is expected to trade higher on an absolute basis or outperform relative to the
market or its peer stocks over the next 12 months.

Hold - The stock is expected to perform in line with the market or its peer stocks over the next 12
months.
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Sell - The stock is expected to trade lower on an absolute basis or underperform relative to the
market or its peer stocks over the next 12 months.

Ratings Distribution for Loop Capital Markets as of December 21,

2021
IB Serv./Past 12 Mos.
Count % of total Count % of total
Buy 156 60.47% 38 24.36%
Hold 98 37.98% 13 13.27%
Sell 4 1.55% 1 25.00%

Source: Loop Capital Markets
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Specialty/Industrial Distribution
Sam J. Darkatsh | (727) 567-2537 | sam.darkatsh@raymondjames.com
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F1Q Essentially In-Line With Views, With Dec ADS Encouraging

Summary: F1Q21 EPS mildly beat our estimate and consensus views, with slightly higher 1Q ADS
and sequentially improved gross margin. Preliminary December ADS were comfortably above
our FY2Q ADS assumption and consensus. The company reiterated the 2021 full-year operating
margin framework, which remains in line with our estimates and consensus.

(+) F1Q21 (September-November) EPS of $1.10 beat our estimate of $1.04 and consensus
$1.08. See Figure 1 for a summary of F1Q results. Adjusted results exclude a $27M impairment
charge related to a pre-payment for shipments of nitrile gloves not yet received.

(=) 1Q EBIT of $85M beat our $82M estimate but mildly missed consensus of $86M. Gross
margin improved sequentially by 30bps and beat our model by 33bps.

(+/=) 1Q total average daily sales (ADS) were -6.3% yly, slightly higher versus our model
of -6.6%. Management noted continued sequential improvement in non-safety products. Safety
products sales grew at ~20% y/y, remained stable sequentially.

(+) Preliminary December ADS of +2.4% y/y were well above our F2Q (December-February)
ADS assumption of -4.6% y/y and consensus -4.8% y/y.

(=) MSC reiterated its 2021 full-year operating margin framework, which comports with
views. We currently model FY21 revenue -1.4% y/y with an operating margin of 11.3%, which is
generally in line with company guidance of 11.0%-11.4% if sales were to fall in the low single
digits. Consensus views FY21 revenue flat y/y with an operating margin of 11.4%, which is in line
with MSC's guided range of 11.2%-11.6% if sales were to be flat. MSC also continues to suggest
that operating margins would range between 11.5% to 11.9% if FY21 revenue were to grow in the
low single digits.

MSC is hosting its F1Q21 conference call at 8:30 a.m. ET. Dial-in: 1-877-443-5575.

JANUARY 6, 2021 | 8:38 AM EST
COMPANY BRIEF

Market Perform 3
Suitability Medium Risk/Growth

MARKET DATA

Current Price (Jan-5-21) $82.32
Market Cap (mln) $4,588
Current Net Debt (mln) $494
Enterprise Value (mln) $5,082
Shares Outstanding (mln) 55.7
30-Day Avg. Daily Value (mln) $28.2
Dividend $3.00
Dividend Yield 3.6%
52-Week Range $44.93 - $87.84
BVPS $23.76
ROE 17.0%
Long-Term Debt (mln) $619
Long-Term Debt as % of Cap 32%

KEY FINANCIAL METRICS

1Q 2Q 3Q 4Q
Non-GAAP EPS ($, Aug FY)

2019A

1.33 1.24 1.44 1.30
2020A

1.21 1.00 1.42 1.09
2021E

1.04 0.95 1.37 1.12
2022E

111 1.02 1.44 1.19

2019A 2020A 2021E 2022E
Non-GAAP EPS ($, Aug FY)
529 474 450 4.75
P/E (Non-GAAP)
15.6x 17.4x 183x 17.3x
GAAP EPS (S, Aug FY)
520 451 429 4.62
Revenue (mln) ($, Aug FY)
3,364 3,192 3,147 3,264
Adj. EBITDA (mln) ($, Aug FY)
472 435 427 447
Source: Thomson One, Raymond James &
Associates. Quarterly figures may not add to full

year due to rounding.
Non-GAAP EPS excludes one-time items.

Please read domestic and foreign disclosure/risk information beginning on page 3 and Analyst Certification on page 4.
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Figure 1:

MSC Industrial Direct 1Q 2021 Results
Variance Vs.
Data Item Last Year This Year RJ Est Y/Y Ch RJ EPS Delta Comments
Total Avg Daily Sales (ADS) -1.0% -6.3% -6.6% organic volumes -7.5%, pricing +1.3%
Shipping Days 62 62 62
ADS - Mfrg End Mkts -1.3% -13.5%  -10.8% 65% of total sales vs 70% LY
ADS - non-Mfrg End Mkts -0.3% 10.8% 7.4% 35% of total sales (government 11% of total sales vs 7% last year)
ADS September -0.6% -8.5%
ADS October -1.2% -3.9%
ADS November -1.2% -5.9%
ADS December -1.4% 2.4%
ADS Midwest -4.6% -4.1%
ADS Northeast 1.7% -7.0%
ADS Southeast -3.1% -10.4%
ADS West 0.5% -10.5%
ADS International/Other 36.7% 27.8%
Net Sales $824  $772 $769 -6.3% $3 $0.00 [Street $770m (MILD BEAT), ecomm sales -6.3% yly (61% of total)
Cost of Sales $476 $449 $450 -6% -$1
Gross Profit $347  $323 $320 -7% $4
Gross Margin 42.2% 41.9%  41.6%| 27  bps[ 33 bps | $0.03 |Street 41.8% (MILD BEAT)
Operating Exp, ex items $254 $239 $237 -6.1% $1.3 field associates -1.5% yly, full time associates -5% yly, part time associates +22% yly
Oper Exp % of Sales 30.9% 30.9% 30.9% 4 bps[ 7 bps | ($0.01)
EBIT $ $93 $85 $82 -9% $2 $0.03 Street $86m (MILD MISS)
Oper Margin, Reported 11.3% 11.0% 10.7%| -31 bps 26 bps Street 11.1% (MILD MISS)
YOY Op Profit Pull-Thru 35% 38%
YOY Contrib Margin 16% 19%
Int Exp (33) ($3) ($5) 6% -$1 $0.02
Int Income $0 $0 $0 110% $0 ($0.00)
Other (exp) inc, incl items ($2)  ($30) ($9)] 1127% -$26 ($0.35) |includes $27m impairment loss
Pre-tax Inc $87  $51 $74 -41% -$23 ($0.31)
Income Tax 25.0% 24.3% 25.0% -69 bps -70 bps $0.01 adjusted tax rate also 24.3%
Net Income $65 $38 $56
Non-Recurring Items $2 $23 $3 $20 $0.36
Adj Net Inc (Loss) $67.3  $61.7 $58.4 -8% $3 $0.06
Reptd EPS $1.18 $ 069 $ 0.99 -42%
EPS effect, 1-time items $ 003 $ 042 $ 005
Ditd EPS (ex-items) $1.21 $ 110 $ 1.04 -9% $0.06 _|Street $1.08 (BEAT)
Avg Diluted Sh O/S 55.4 55.9 55.9 1% $0.00
Cash Flow Items:
A/R in DSOs (net of doubtfuls) 59 58 59| -1 days -1 days
Inventory days COGS 103 106 102 3 days 4 days
A/P days COGS 27 29 27| 2 days 2 days
Cash Conversion Cycle 135 135 134 0 days 1 days
Cash Flow Impacts
Net AR DSOs $9 $8
Inventory Day COGS -$13 -$18
A/P Day COGS $9 $9
Cash Conversion Cycle $5 -$1
Qtrly Oper Cash Flow $85 $103 $107 21% -$4
Oper Cash Flow Margin 10% 13% 14%
Source: Company Reports, Raymond James
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COMPANY DESCRIPTION s100 cam

MSC Industrial Direct, based in $50
Melville, New York, is one of the a0
largest direct marketers of a full line o gy
of industrial products in the U.S,, Wf

primarily for maintenance, repair, and ™ 2500
operations (MRO) needs. Domestic $30 '\/

manufacturing end-markets represent

the bulk of MSC's demand, with e % — e — S
particular focus on metalworking

applications.
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IMPORTANT INVESTOR DISCLOSURES

Unless otherwise specified, the term “Raymond James” shall denote, where appropriate, Raymond James & Associates, Inc. (RJA), Raymond
James Ltd. (RJL), and their affiliates, subsidiaries and related entities.

Analyst Information

Analyst Compensation: Research analysts and associates at Raymond James are compensated on a salary and bonus system. Several factors
enter into the compensation determination for an analyst, including: i) research quality and overall productivity, including success in rating stocks
on an absolute basis and relative to the local exchange composite index and/or sector index; ii) recognition from institutional investors; iii) support
effectiveness to the institutional and retail sales forces and traders; iv) commissions generated in stocks under coverage that are attributable to
the analyst's efforts; v) net revenues of the overall Equity Capital Markets Group; and vi) comparable compensation levels for research analysts
at competing peer firms.

Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of, or associated with, RJA are not
registered/qualified as research analysts under FINRA rules and are not subject to FINRA Rule 2241 restrictions on communications with covered
companies, trading securities held by a research analyst account, and obligations related to identifying and managing conflicts of interest.

This global disclosure considers all entities of Raymond James and its affiliates. The jurisdiction where the analyst(s) is registered will determine
what is permitted. For example, if the persons responsible for the content of this report are not licensed as research analysts in accordance with
applicable rules promulgated by the regulatory organization(s) where this report is distributed, any client wishing to effect trades in any security
should contact their Raymond James representative.

The analysts Sam J. Darkatsh and Joshua Wilson, primarily responsible for the preparation of this research report, attest to the following:
(1) that the views and opinions rendered in this research report reflect his or her personal views about the subject companies orissuers and
(2) that no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views in this research report. In addition, said analyst(s) has not received compensation from any subject company in the last 12 months.

Company Specific Disclosures

Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative
factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness; competition;
visibility; financial condition; and expected total return, among other factors. Collectively, these factors are subject to change depending on overall
economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates Raymond James’ target price and rating changes for any subject companies over the past three
years.

WESCO_UCC00003203
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MSC Industrial Direct Co., Inc. (MSM) | Jan-05-21

MO02:$95.00 | | MO2:$90.00 | | MO2:$80.00 | | MP3:NM MU4:NM MP3:NM
Jul-11-18 Jan-09-19 Jul-10-19 Sep-12-19 | | Nov-07-19 | | Oct-28-20

$110.00
$100.00
$90.00 L
$80.00
$70.00
$60.00
$50.00
$40.00

Apr 18 Jul 18 Oct 18 Jan 19 Apr 19 Jul 19 Oct 19 Jan 20 Apr 20 Jul 20 Oct 20 Jan 21

S-Suspended NR-Not Rated R-Restricted UR-Under Review SB1-Strong Buy 1 MO2-Outperform 2 MP3-Market Perform 3 MU4-Underperform 4

Closing Price Price Target

Valuation Methodology

MSC Industrial Direct Co., Inc.
Valuation Methodology: We value MSC Industrial based on P/E multiples relative to peers and the market, and also consider EV/EBITDA multiples
and our DCF-derived estimate of intrinsic value.

General Risk Factors

Following are some general risk factors that pertain to the businesses of the subject companies and the projected target prices and
recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/service pricing
could change and adversely impact expected revenues and earnings; (2) issues relating to major competitors or market shares or new product
expectations could change investor attitude toward the sector or this stock; (3) Unforeseen developments with respect to the management,
financial condition or accounting policies or practices could alter the prospective valuation.

Company Specific Risk Factors
MSC Industrial Direct Co., Inc.

Exposure to General Economic Activity
As much as 75% of MSC's revenue is derived from manufacturing end-markets, with the remaining 25+% coming from other economically-sensitive
end-markets. If economic growth is below average, it is likely MSC's financial results would be negatively impacted.

Acquisition Integration Risk
From time to time, MSC has made acquisitions in an effort to expand its product line or geographic offering. We expect this to continue in the
future. If MSC were to pay too expensive a price, or not achieve estimated synergies, an acquisition could negatively impact financial results.

Changes in Mix Could Negatively Impact Margin
The tendency over time has been toward larger customers (and larger order sizes), which generally carry lower margin to MSC. As this mix shift
continues, it could negatively pressure margin.

Regulatory and Compliance Risks
MSC is a supplier to the U.S. government, and thus is subject to certain laws and regulations that may increase the cost of doing business and
subject it to potential liabilities.

Principal Shareholders Have Significant Control of the Company
The chairman of the board of directors and his family collectively own 100% of the common B-shares, giving them over 80% voting control of the
company. Consequently, they have complete control of board nominations and decisions.

Relationship Disclosures

Certain affiliates of Raymond James expect to receive or intend to seek compensation for investment banking services from all companies under
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research coverage within the next three months. The person(s) responsible for the production of this report declare(s) that, as far as they are aware,
there are no relationships or circumstances (including conflicts of interest) that may in any way impair the objectivity of this recommendation
directly orindirectly. This statement applies equally to any persons closely associated with him or her. However, it is possible that persons making
communications in relation to a security may have a holding in that security and this will be disclosed. As stated, Raymond James has controls
in place to manage such risks.

In the event that this is a compendium report (i.e., covers six or more subject companies), Raymond James may choose to provide specific
disclosures for the subject companies by reference. To access these disclosures, clients should refer to: raymondjames.bluematrix.com/sellside/
Disclosures.action or call toll free at 1.800.237.5643 in the United States or 1.800.667.2899 in Canada. In other jurisdictions, please contact your
local Raymond James’ representative.

Company Name Disclosure
MSC Industrial Direct Co., Raymond James & Associates, Inc. makes a market in the shares of MSC Industrial Direct Co., Inc..
Inc.

Investor Disclosures

In the United States (or U.S.), RJAis registered with the Financial Industry Regulatory Authority (FINRA) as a member firm. RJAis responsible for the
preparation and distribution of reports created in the United States. RJAis located at The Raymond James Financial Center, 880 Carillon Parkway,
St. Petersburg, Florida 33716 (Raymond James Financial (RJF) Corporate Headquarters), 727.567.1000. Raymond James Financial Services, Inc.
(RJFS) is registered with FINRA as a Member Firm. RJFS is located at the RJF Corporate Headquarters.

RJAnon-U.S. affiliates, which are not FINRA member firms (with the exception of Raymond James (USA) Ltd.), include the following entities, which
are responsible for the creation or distribution of reports in their respective areas:

In Canada, RJL is registered with the Investment Industry Regulatory Organization of Canada (IIROC) as a member firm. RJL is responsible for the
preparation and distribution of reports created in Canada. RJL is located at Suite 2100, 925 West Georgia Street, Vancouver, BCV6C 3L2 (RJL Head
Office), 604.659.8200. Raymond James (USA) Ltd. (RJLU) is registered with FINRA as a member firm, which is responsible for the distribution of
reports created in Canada and the United States to both American clients living in Canada and Canadian clients living in the United States. RJLU
is located at the RJL Head Office.

In the United Kingdom, Raymond James Financial International Ltd. (RJFI) and Raymond James Investment Services, Ltd. (RJIS) are authorised
and regulated by the Financial Conduct Authority (FCA). RJFI and RJIS are located at Ropemaker Place, 25 Ropemaker Street, London, England,
EC2Y 9LY, +44 203 798 5600.

This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in a locality,
state, province, country, or other jurisdiction where such distribution, publication, availability, or use would be strictly prohibited or contrary to
law or regulation. The securities discussed in this report may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the
solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is not investment advice and
does not constitute a personal recommendation, nor does it take into account the particular investment objectives, financial situations, or needs
of individual clients. Information in this report should not be construed as advice designed to meet the individual objectives of any particular
investor. Investors should consider this report as only a single factor in making their investment decision. Some investments discussed in this
report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that
investment is realized. Those losses may equal your originalinvestment. Consultation with your Raymond James representative is recommended.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing in this
report constitutes investment, legal, accounting or tax advice or is a representation that any investment or strategy is suitable or appropriate to
your individual circumstances or otherwise constitutes a personal recommendation to you.

The information provided is as of the date above and is subject to change and may or may not be updated. This report should not be deemed a
recommendation to buy or sell any security. Certain information has been obtained from third-party sources Raymond James considers reliable,
but Raymond James does not guarantee that such information is accurate or complete. Persons within Raymond James may have information
that is not available to the contributors of the information contained in this report. Raymond James, including affiliates and employees, may
execute transactions in the securities listed in this report that may not be consistent with the ratings appearing in this report.

With respect to materials prepared by Raymond James, all expressions of opinion reflect the judgment of the Research Departments of Raymond
James, or its affiliates, as of the date above and are subject to change. Raymond James may perform investment banking or other services for,
or solicit investment banking business from, any company mentioned in this report.

Raymond James reports are disseminated and available to Raymond James clients simultaneously via electronic publication to Raymond
James' internal proprietary websites (RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access &
raymondjames.ca). Not all reports are directly distributed to clients or third-party aggregators. Certain reports may only be disseminated on
Raymond James' internal proprietary websites; however, such reports will not contain estimates or changes to earnings forecasts, target price,
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valuation, or investment or suitability rating. Individual Raymond James associates may also opt to circulate published reports to one or
more clients electronically. This electronic communication distribution is discretionary and is done only after the report has been publically
disseminated via RJ's internal proprietary websites. The level and types of communications provided by Raymond James associates to clients
may vary depending on various factors including, but not limited to, the client's individual preference as to the frequency and manner of receiving
communications. For reports, models, or other data available on a particular security, please contact your Raymond James representative or
financial advisor or visit for RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access & raymondjames.ca.

Raymond James’ policy is to update reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated in a report. Raymond James' policy is only to publish reports that are
impartial, independent, clear, and fair and not misleading. Any information relating to the tax status of the securities discussed in this report is
not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular
circumstances from an independent tax professional.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,
authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party
website or the collection or use of information regarding any website's users and/or members. Raymond James has not reviewed any such third-
party websites and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to
Raymond James’ own website material) is provided solely for your convenience and information, and the content of any such website does not
in any way form part of this report. Accessing such website or following such link through this report or Raymond James’ website shall be at your
own risk. Additional information is available on request.

All right, title, and interest in any Raymond James reports is the exclusive property of Raymond James Financial, Inc. and its affiliates, except as
otherwise expressly stated. Raymond James®is the registered trademark of Raymond James Financial, Inc. All trademarks, service marks, slogans,
logos, trade dress and other identifiers, third-party data and/or market data (“intellectual property”) displayed in the Raymond James reports
are the property of Raymond James, or of other parties. The names of other companies and third-party products or services or other intellectual
property mentioned in the Raymond James reports may be the copyright, trademarks, or service marks of their respective owners. U.S. and foreign
copyright, trademark, common law rights and statutes protect this intellectual property. You are prohibited from using any intellectual property
for any purpose including, but not limited to, use on other materials, in presentations, as domain names, or as metatags, without the express
written permission of Raymond James or such other party that may own the marks.

Notice to RJA PCG Financial Advisors - Non-U.S. securities discussed in this report are generally not eligible for sale in the U.S. unless they are
listed on a U.S. securities exchange. This report may not be used to solicit the purchase or sale of a security in any state where such a solicitation
would be illegal. By accessing this report, you agree to not solicit the purchase or sale of any security mentioned in the report that is not listed
on a U.S. securities exchange, or is not otherwise registered under applicable state Blue Sky laws. Furthermore, you acknowledge that you will
be solely responsible for any and all costs associated with the rescission of trades in unregistered securities. Please contact the International
Research Liaison with any questions at 727.567.5559.

Ratings and Definitions

RJA (U.S.) Definitions: Strong Buy (SB1) The security is expected to appreciate, produce a total return of at least 15%, and outperform the S&P
500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least
15% is expected to be realized over the next 12 months. Outperform (M0O2) The security is expected to appreciate or outperform the S&P 500
over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used
for securities where Raymond James is comfortable with the relative safety of the dividend and expects a total return modestly exceeding the
dividend yield over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P 500 over
the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform (MU4) The security is
expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The security’s rating and
price target have been suspended temporarily. This action may be due to market events that made coverage impracticable or to comply with
applicable regulations or firm policies in certain circumstances. When a security’s research coverage has been suspended, the previous rating and
price target are no longer in effect for this security, and they should not be relied upon.

RJL (Canada) Definitions: Strong Buy (SB1) The security is expected to appreciate and produce a total return of at least 15% and outperform
the S&P/TSX Composite Index over the next six to 12 months. Outperform (M02) The security is expected to appreciate and outperform the S&P/
TSX Composite Index over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P/
TSX composite Index over the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform
(MU4) The security is expected to underperform the S&P/TSX Composite Index or its sector over the next six to 12 months and should be sold.
Suspended (S) The security’s rating and price target have been suspended temporarily. This action may be due to market events that made
coverage impracticable or to comply with applicable regulations or firm policies in certain circumstances or may otherwise have a perceived
conflict of interest. When a security’s research coverage has been suspended, the previous rating and price target are no longer in effect for this
security, and they should not be relied upon.
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Coverage Universe Rating Distribution* | Investment Banking Relationships
RJA RJL RJA RJL
Strong Buy and Outperform (Buy) 59% 64% 21% 31%
Market Perform (Hold) 38% 33% 13% 17%
Underperform (Sell) 3% 3% 0% 0%

* Columns may not add to 100% due to rounding.

RJA Suitability Ratings (SR)

Medium Risk/Income (M/INC) Lower to average risk equities of companies with sound financials, consistent earnings, and dividend yields above
that of the S&P 500. Many securities in this category are structured with a focus on providing a consistent dividend or return of capital. Medium
Risk/Growth (M/GRW) Lower to average risk equities of companies with sound financials, consistent earnings growth, the potential for long-
term price appreciation, a potential dividend yield, and/or share repurchase program. High Risk/Income (H/INC) Medium to higher risk equities
of companies that are structured with a focus on providing a meaningful dividend but may face less predictable earnings (or losses), more
leveraged balance sheets, rapidly changing market dynamics, financial and competitive issues, higher price volatility (beta), and potential risk
of principal. Securities of companies in this category may have a less predictable income stream from dividends or distributions of capital. High
Risk/Growth (H/GRW) Medium to higher risk equities of companies in fast growing and competitive industries, with less predictable earnings (or
losses), more leveraged balance sheets, rapidly changing market dynamics, financial or legal issues, higher price volatility (beta), and potential
risk of principal. High Risk/Speculation (H/SPEC) High risk equities of companies with a short or unprofitable operating history, limited or less
predictable revenues, very high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal.

RJL Suitability Ratings

RJL has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data from multiple vendors, and all data is
refreshed at least monthly. Accordingly, suitability ratings are updated monthly. The suitability rating shown on this report is current as of the
report's published date. In the event that a suitability rating changes after the published date, the new rating will not be reflected until the analyst
publishes a subsequent report.

International Disclosures

For clients of RJA: Any foreign securities discussed in this report are generally not eligible for sale in the United States unless they are listed on
a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or
sale of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the United States,
including ADRs, may entail certain risks.

The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting requirements of the U.S. Securities and Exchange
Commission. There may be limited information available on such securities. Investors who have received this report may be prohibited in certain
states or other jurisdictions from purchasing the securities mentioned in this report. Please ask your RJA financial advisor for additional details
and to determine if a particular security is eligible for purchase in your state.

For clients of RJFS: This report was prepared and published by Raymond James and is being provided to you by RJFS solely for informative
purposes. Any person receiving this report from RJFS should direct all questions and requests for additional information to their RJFS financial
advisor.

For clients of RJL: In the case where there is Canadian analyst contribution, the report meets all applicable IIROC disclosure requirements. RJL
is a member of the Canadian Investor Protection Fund.

For clients of RJFI: This report is prepared for and distributed by RJFI, and any investment to which this report relates is intended for the sole
use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in the FCA rules
or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, unincorporated associations, etc.) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any other person to whom this promotion may lawfully
be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by
such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For clients of RJIS: This report is prepared for and distributed by RJIS, and is for the use of professional investment advisers and managers and
is not intended for use by retail clients.

For purposes of the FCA requirements, this report is classified as independent with respect to conflict of interest management. RJFl and RJIS are
authorised and regulated by the FCA.

For clients of Raymond James Euro Equities (RJEE): RJEE is authorised and regulated by the Autorite de Controle Prudentiel et de Resolution
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and the Autorite des Marches Financiers. As of 30 November, 2020, RJEE is an unaffiliated entity of Raymond James. RJEE is located at SAS, 45
Avenue George V, 75008, Paris, France, +33 1 45 61 64 90. This report is prepared for and distributed by RJEE pursuant to an agreement with
Raymond James, and any investment to which this report relates is intended for the sole use of the persons to whom it is addressed, being persons
who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de ['Autorite des
Marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For recipients in Brazil: This is a strictly privileged and confidential communication between Raymond James & Associates and its selected
clients. This communication contains information addressed only to specific individuals in Brazil and is not intended for distribution to, or use
by, any person other than the named addressee. This communication (i) is provided for informational purposes only, (ii) should not be construed
in any manner as any solicitation or offer to buy or sell any investment opportunities or any related financial instruments, and (iii) should not be
construed in any manner as a public offer of any investment opportunities or any related financial instruments. If you are not the named addressee,
you should not disseminate, distribute, or copy this communication. Please notify the sender immediately if you have mistakenly received this
communication.

The investments analyzed in this report may not be offered or sold to the public in Brazil. Accordingly, the investments in this report have not been
and will not be registered with the Brazilian Securities and Exchange Commission (Comisséo de Valores Mobiliarios, the “CVM”), nor have they
been submitted to the foregoing agency for approval. Documents relating to the investments in this report, as well as the information contained
therein, may not be: (i) supplied to the public in Brazil, as the offering of investment products is not a public offering of securities in Brazil; nor (ii)
used in connection with any offer for subscription or sale of securities to the public in Brazil.

For clients in Australia: Despite anything in this report to the contrary, this report is prepared for and distributed in Australia by RJFI with the
assistance of RJA, and RJA at times will act on behalf of RJFI. This reportis only available in Australia to persons who are “wholesale clients” (within
the meaning of the Corporations Act 2001 (Cth)) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed
on to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature
only and has been prepared without taking into account the objectives, financial situation, or needs of the individual recipient. RJFI and RJA
do not hold an Australian financial services license. RJFI is exempt from the requirement to hold an Australian financial services license under
the Corporations Act 2001 (Cth) in respect of financial services provided to Australian wholesale clients under the exemption in ASIC Class Order
03/1099 (as continued by ASIC Corporations (Repeal and Transitional) Instrument 2016/396). RJFl is regulated by the UK FCA under UK laws, which
differ from Australian laws. RJA is acting on behalf of RJFI with respect to distribution and communications related to this report.

For clients in New Zealand: In New Zealand, this report is prepared for and may only be distributed by RJFI to persons who are wholesale clients
pursuant to Section 5C of the New Zealand Financial Advisers Act 2008.

Proprietary Rights Notice

By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by Raymond
James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or commercially exploit
the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express written consent of
Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other intellectual
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec. 501 et. seq., provides for civil and criminal penalties for
copyright infringement. No copyright claimed in incorporated U.S. government works.

© 2020 Raymond James Financial, Inc. All rights reserved.
© 2020 Raymond James & Associates, Inc.

© 2020 Raymond James Ltd., Member Canadian Investor Protection Fund
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1Q EBITDA Beats Views, Primarily Via Opex Control

Summary: MSC’s 1Q results beat external expectations, primarily via op-ex control as gross
margins were softer than expected. Management noted its operating margin framework for FY22
was trending towards the higher end of the prior range.

(+) MSC reported F1Q22 (September-November) adjusted EPS of $1.25, beating both our
$1.16 estimate and $1.20 consensus. Below the line, a slightly lower than expected tax rate
benefited EPS by $0.02 per share. Figure 1 compares reported 1Q line item results to expectations.

(+) F1Q total average daily sales (ADS) were +9.9% y/y, similar to our model of +9.8% and
above consensus of +8.7%. PPE/safety/janitorial supplies were -12% y/y, while the rest of the
business was +15% y/y. ADS to manufacturing customers (~70% of total sales) were +16% y/y (RJ
+20%); non-manufacturing customers were -1% y/y (RJ -9%). eCommerce/vending sales (~60%
of total sales) were +9.4%y/y. Acquisitions added +0.5% to total ADS, while organic volumes were
+7% and price was +2%.

(+) Adjusted EBIT beat our model by $0.09 per share, entirely via better than expected
operating expense control (alone, a $0.14 benefit vs RJ). Operating expenses were only 30.2%
of sales below both our 31.5% model and 30.9% prior year. Adjusted EBIT margin was 11.3%,
beating both our estimate of 10.5% and consensus of 11.1%.

(-) Gross margin missed both internal and external expectations due to early quarter
mix pressures (despite management having provided gross margin guidance in late October).
Specifically, gross margin was 41.6%, missing our 42.0% model (also guidance) and consensus
of 42.1%. The y/y decline of ~30 bp was driven by adverse mix, which was partially offset by
favorable price/cost. Management “implemented countermeasures,” which led to gross margin
improvement late in F1Q and into December. MSC continues to expect gross margin will be
roughly flat y/y in FY22.

(=) MSC achieved $10M in cost savings in the quarter and elected to reinvest $7M. MSC continues
to target $25M in savings in FY22 and $15M in savings in FY23.

(=/+) MSC reiterated the entirety of its prior FY22 ADS/operating margin guidance
framework, but noted it was trending toward the higher end. Recall the current range is mid-
to high single digit ADS growth (RJ/Street +7%) and adjusted operating margin of 11.7-12.6% (RJ/
Street 12.0%/12.2%).

MSC is hosting its conference call at 8:30 a.m. ET.

DECEMBER 22,2021 | 8:25 AM EST
COMPANY BRIEF

Market Perform 3

Suitability MA/ACC
MARKET DATA

Current Price (Dec-21-21) $83.97
Market Cap (mln) $4,694
Current Net Debt (mln) $746
Enterprise Value (mln) $5,440
Shares Outstanding (mln) 55.9
30-Day Avg. Daily Value (mln) $29.1
Dividend $3.00
Dividend Yield 3.6%
52-Week Range $77.47 - $96.23
BVPS $20.93
ROE 22.1%
Long-Term Debt (mln) $786
Long-Term Debt as % of Cap 40%

KEY FINANCIAL METRICS

1Q 2Q 3Q 4Q
Non-GAAP EPS ($, Aug FY)

2020A

1.21 1.00 1.42 1.09
2021A

1.10 1.03 1.42 1.26
2022E

1.16 1.22 1.56 1.62
2023E

1.27 1.34 1.68 1.36

2020A 2021A 2022E 2023E
Non-GAAP EPS ($, Aug FY)
474 481 556 566
P/E (Non-GAAP)
17.7x  17.5x  15.1x 14.8x
GAAP EPS ($, Aug FY)
451 387 545 559
Revenue (mln) ($, Aug FY)
3,192 3,243 3,555 3,668
Adj. EBITDA (mln) ($, Aug FY)
435 440 494 502

Source: Thomson One, Raymond James &
Associates. Quarterly figures may not add to full
year due to rounding.

Non-GAAP EPS excludes one-time items.

Please read domestic and foreign disclosure/risk information beginning on page 3 and Analyst Certification on page 4.
INTERNATIONAL HEADQUARTERS: THE RAYMOND JAMES FINANCIAL CENTER | 880 CARILLON PARKWAY | SWE?&%BUQ&QWE%IG


Jbishopjones
Blue


UsResearcH Case 23-03091 Document 1218-7 Filed in TXSB on 05/01/24 Raa@dsafiQ pirect co., inc.

Figure 1:

MSC Industrial Direct 1Q 2022 Results
Variance Vs.
Data Item Last Year This Year RJ Est Y/Y Ch RJ EPS Delta Comments

Total Avg Daily Sales (ADS) -6.3% 9.9% 9.8% organic volumes +7.0%, pricing +2.3% (+2.8% last quarter), non PPE/janitorial +15%, PPE -12%, acq's +0.5%
Shipping Days 62 62 62
ADS - Mfrg End Mkts -13.5% 15.7% 19.5% 68% of total sales vs 65% LY
ADS - non-Mfrg End Mkts 10.8% -0.6% -9.1% 32% of total sales (government 7% of total sales vs 7% last quarter)
ADS Sept -8.5% 11.1%
ADS Oct -3.9% 6.9%
ADS Nov -5.9% 11.9%
ADS Dec 3.1%
ADS Midwest -4.1% 9.3%
ADS Northeast -7.0% 6.0%
ADS Southeast -10.4% 11.9%
ADS West -10.5% 11.9%
ADS International/Other 27.8% 9.9%
Net Sales $772 $849 $847 9.9% $1 $0.00  [Street $839m (BEAT), ecomm sales +9.4% yly (60% of total)
Cost of Sales $449 $496 $491 11% $4
Gross Profit $323 $353 $356 9% -$3

Gross Margin 41.9% 41.6% 42.0% | -33 bps| -44 bps ($0.05) [Street 42.1% (MISS), prior guidance 42.0% (ie flat sequentially), "positive price-cost partially offset mix headwinds"
Operating Exp, ex items $239 $257 $266 7.5% -$9.9 field associates +6% y/y, full time associates +5% y/y, part time associates +3% y/y

Oper Exp % of Sales 30.9% 30.2% 31.5% | -69 bps|-121 bps $0.14
EBIT $ $85 $96 $89 13% $7 $0.09 Street $93m (BEAT)
Oper Margin, Reported 11.0% 11.3%  10.5% 35 bps 77 bps Street 11.1% (BEAT)
YOY Contrib Margin 15% 6%
EBITDA $ $102 $113 $107 12% $7 $0.09 Street $109m (BEAT)
Int Exp ($3) ($4) ($4) 11% $0 $0.00
Int Income $0 $0 $0 -10% $0 $0.00
Other (exp) inc, incl items ($30) ($6) ($2) -81% -$4 ($0.05) [incl $5m restr
Pre-tax Inc $51 $87 $83 69% $3 $0.04
Income Tax 24.3% 23.5% 24.8% -80 bps -125 bps $0.02 adjusted tax rate 23.6%, benefit of $0.02 EPS vs RJ
Net Income $39 $66 $63
Non-Recurring Items $23 $4 $1 $3 $0.05
Adj Net Inc (Loss) $62 $70 $64 13% $6 $0.10
Reptd EPS $0.69 $1.18 $1.13 70%
EPS effect, 1-time items $ 041 $ 007 $ 0.03
Ditd EPS (ex-items) $1.10 $1.25 $1.16 13% $0.10  |Street $1.20 (BEAT)
Avg Diluted Sh 0/S 56 56 56 0% ($0.01) [repurchased $4.6m worth of stock during quarter
Cash Flow Items:
A/R in DSOs (net of doubtfuls) 58 62 60[ 4 days 2 days
Inventory days COGS 106 115 116 9 days -1 days
A/P days COGS 29 33 29| 4 days 4 days
Cash Conversion Cycle 135 144 147| 9 days -3 days
Cash Flow Impacts

Net A/R DSOs -$36 -$18

Inventory Day COGS -$46 $8

A/P Day COGS $19 $19
Cash Conversion Cycle -$63 $9
Qtrly Oper Cash Flow $103 $58 $22 -44% $36
Oper Cash Flow Margin 13% 7% 3%
Source: Company Reports, Raymond James
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COMPANY DESCRIPTION <105 5000
MSC Industrial Direct, based in $100 o

4600

Melville, New York, is one of the 395

largest direct marketers of a full line (50 ! m
of industrial products in the U.S,, se5 <00
primarily for maintenance, repair, and so0 \M'\

operations (MRO) needs. Domestic o5 2600
manufacturing end-markets represent R R .
the bulk of MSCIS demand’ With 01/21 02/21 03/21 04/21 E/NzéMDG/le&OJééé 08/21 09/21 10/21 11/21 12/21
particular focus on metalworking

applications.

IMPORTANT INVESTOR DISCLOSURES

Unless otherwise specified, the term “Raymond James” shall denote, where appropriate, Raymond James & Associates, Inc. (RJA), Raymond
James Ltd. (RJL), and their affiliates, subsidiaries and related entities.

Analyst Information

Analyst Compensation: Research analysts and associates at Raymond James are compensated on a salary and bonus system. Several factors
enter into the compensation determination for an analyst, including: i) research quality and overall productivity, including success in rating stocks
on an absolute basis and relative to the local exchange composite index and/or sector index; ii) recognition from institutional investors; iii) support
effectiveness to the institutional and retail sales forces and traders; iv) commissions generated in stocks under coverage that are attributable to
the analyst's efforts; v) net revenues of the overall Equity Capital Markets Group; and vi) comparable compensation levels for research analysts
at competing peer firms.

Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of, or associated with, RJA are not
registered/qualified as research analysts under FINRA rules and are not subject to FINRA Rule 2241 restrictions on communications with covered
companies, trading securities held by a research analyst account, and obligations related to identifying and managing conflicts of interest.

This global disclosure considers all entities of Raymond James and its affiliates. The jurisdiction where the analyst(s) is registered will determine
what is permitted. For example, if the persons responsible for the content of this report are not licensed as research analysts in accordance with
applicable rules promulgated by the regulatory organization(s) where this report is distributed, any client wishing to effect trades in any security
should contact their Raymond James representative.

The analysts Sam J. Darkatsh and Joshua Wilson, primarily responsible for the preparation of this research report, attest to the following:
(1) that the views and opinions rendered in this research report reflect his or her personal views about the subject companies orissuers and
(2) that no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views in this research report. In addition, said analyst(s) has not received compensation from any subject company in the last 12 months.

Company Specific Disclosures

Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative
factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness; competition;
visibility; financial condition; and expected total return, among other factors. Collectively, these factors are subject to change depending on overall
economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates Raymond James’ target price and rating changes for any subject companies over the past three
years.
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MSC Industrial Direct Co., Inc. (MSM) | Dec-21-21

MO2:$90.00 | | MO2:$80.00 | MP3:NM MU4:NM MP3:NM
Jan-09-19 Jul-10-19 Sep-12-19 |  Nov-07-19 | | Oct-28-20

$100.00 _|/
$90.00
$80.00 \I
$70.00
$60.00

$50.00

$40.00
Jan 19 Apr 19 Jul 19 Oct 19 Jan 20 Apr 20 Jul 20 Oct 20 Jan 21 Apr 21 Jul 21 Oct 21

S-Suspended NR-Not Rated R-Restricted UR-Under Review SB1-Strong Buy 1 MO2-Outperform 2 MP3-Market Perform 3 MU4-Underperform 4

Closing Price Price Target

Valuation Methodology

MSC Industrial Direct Co., Inc.
Valuation Methodology: We value MSC Industrial based on P/E multiples relative to peers and the market, and also consider EV/EBITDA multiples
and our DCF-derived estimate of intrinsic value.

General Risk Factors

Following are some general risk factors that pertain to the businesses of the subject companies and the projected target prices and
recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/service pricing
could change and adversely impact expected revenues and earnings; (2) issues relating to major competitors or market shares or new product
expectations could change investor attitude toward the sector or this stock; (3) Unforeseen developments with respect to the management,
financial condition or accounting policies or practices could alter the prospective valuation.

Company Specific Risk Factors
MSC Industrial Direct Co., Inc.

Exposure to General Economic Activity
As much as 75% of MSC's revenue is derived from manufacturing end-markets, with the remaining 25+% coming from other economically-sensitive
end-markets. If economic growth is below average, it is likely MSC's financial results would be negatively impacted.

Acquisition Integration Risk
From time to time, MSC has made acquisitions in an effort to expand its product line or geographic offering. We expect this to continue in the
future. If MSC were to pay too expensive a price, or not achieve estimated synergies, an acquisition could negatively impact financial results.

Changes in Mix Could Negatively Impact Margin
The tendency over time has been toward larger customers (and larger order sizes), which generally carry lower margin to MSC. As this mix shift
continues, it could negatively pressure margin.

Regulatory and Compliance Risks
MSC is a supplier to the U.S. government, and thus is subject to certain laws and regulations that may increase the cost of doing business and
subject it to potential liabilities.

Principal Shareholders Have Significant Control of the Company
The chairman of the board of directors and his family collectively own 100% of the common B-shares, giving them over 80% voting control of the
company. Consequently, they have complete control of board nominations and decisions.

Relationship Disclosures

Certain affiliates of Raymond James expect to receive or intend to seek compensation for investment banking services from all companies under
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research coverage within the next three months. The person(s) responsible for the production of this report declare(s) that, as far as they are aware,
there are no relationships or circumstances (including conflicts of interest) that may in any way impair the objectivity of this recommendation
directly orindirectly. This statement applies equally to any persons closely associated with him or her. However, it is possible that persons making
communications in relation to a security may have a holding in that security and this will be disclosed. As stated, Raymond James has controls
in place to manage such risks.

In the event that this is a compendium report (i.e., covers six or more subject companies), Raymond James may choose to provide specific
disclosures for the subject companies by reference. To access these disclosures, clients should refer to: raymondjames.bluematrix.com/sellside/
Disclosures.action or call toll free at 1.800.237.5643 in the United States or 1.800.667.2899 in Canada. In other jurisdictions, please contact your
local Raymond James’ representative.

Company Name Disclosure
MSC Industrial Direct Co., Raymond James & Associates, Inc. makes a market in the shares of MSC Industrial Direct Co., Inc..
Inc.

Investor Disclosures

In the United States (or U.S.), RJAis registered with the Financial Industry Regulatory Authority (FINRA) as a member firm. RJAis responsible for the
preparation and distribution of reports created in the United States. RJAis located at The Raymond James Financial Center, 880 Carillon Parkway,
St. Petersburg, Florida 33716 (Raymond James Financial (RJF) Corporate Headquarters), 727.567.1000. Raymond James Financial Services, Inc.
(RJFS) is registered with FINRA as a Member Firm. RJFS is located at the RJF Corporate Headquarters.

RJAnon-U.S. affiliates, which are not FINRA member firms (with the exception of Raymond James (USA) Ltd.), include the following entities, which
are responsible for the creation or distribution of reports in their respective areas:

In Canada, RJL is registered with the Investment Industry Regulatory Organization of Canada (IIROC) as a member firm. RJL is responsible for the
preparation and distribution of reports created in Canada. RJL is located at Suite 2100, 925 West Georgia Street, Vancouver, BCV6C 3L2 (RJL Head
Office), 604.659.8200. Raymond James (USA) Ltd. (RJLU) is registered with FINRA as a member firm, which is responsible for the distribution of
reports created in Canada and the United States to both American clients living in Canada and Canadian clients living in the United States. RJLU
is located at the RJL Head Office.

In the United Kingdom, Raymond James Financial International Ltd. (RJFI) and Raymond James Investment Services, Ltd. (RJIS) are authorised
and regulated by the Financial Conduct Authority (FCA). RJFI and RJIS are located at Ropemaker Place, 25 Ropemaker Street, London, England,
EC2Y 9LY, +44 203 798 5600.

This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in a locality,
state, province, country, or other jurisdiction where such distribution, publication, availability, or use would be strictly prohibited or contrary to
law or regulation. The securities discussed in this report may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the
solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is not investment advice and
does not constitute a personal recommendation, nor does it take into account the particular investment objectives, financial situations, or needs
of individual clients. Information in this report should not be construed as advice designed to meet the individual objectives of any particular
investor. Investors should consider this report as only a single factor in making their investment decision. Some investments discussed in this
report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that
investment is realized. Those losses may equal your originalinvestment. Consultation with your Raymond James representative is recommended.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing in this
report constitutes investment, legal, accounting or tax advice or is a representation that any investment or strategy is suitable or appropriate to
your individual circumstances or otherwise constitutes a personal recommendation to you.

The information provided is as of the date above and is subject to change and may or may not be updated. This report should not be deemed a
recommendation to buy or sell any security. Certain information has been obtained from third-party sources Raymond James considers reliable,
but Raymond James does not guarantee that such information is accurate or complete. Persons within Raymond James may have information
that is not available to the contributors of the information contained in this report. Raymond James, including affiliates and employees, may
execute transactions in the securities listed in this report that may not be consistent with the ratings appearing in this report.

With respect to materials prepared by Raymond James, all expressions of opinion reflect the judgment of the Research Departments of Raymond
James, or its affiliates, as of the date above and are subject to change. Raymond James may perform investment banking or other services for,
or solicit investment banking business from, any company mentioned in this report.

Raymond James reports are disseminated and available to Raymond James clients simultaneously via electronic publication to Raymond
James' internal proprietary websites (RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access &
raymondjames.ca). Not all reports are directly distributed to clients or third-party aggregators. Certain reports may only be disseminated on
Raymond James' internal proprietary websites; however, such reports will not contain estimates or changes to earnings forecasts, target price,
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valuation, or investment or suitability rating. Individual Raymond James associates may also opt to circulate published reports to one or
more clients electronically. This electronic communication distribution is discretionary and is done only after the report has been publically
disseminated via RJ's internal proprietary websites. The level and types of communications provided by Raymond James associates to clients
may vary depending on various factors including, but not limited to, the client's individual preference as to the frequency and manner of receiving
communications. For reports, models, or other data available on a particular security, please contact your Raymond James representative or
financial advisor or visit for RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access & raymondjames.ca.

Raymond James’ policy is to update reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated in a report. Raymond James' policy is only to publish reports that are
impartial, independent, clear, and fair and not misleading. Any information relating to the tax status of the securities discussed in this report is
not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular
circumstances from an independent tax professional.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,
authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party
website or the collection or use of information regarding any website's users and/or members. Raymond James has not reviewed any such third-
party websites and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to
Raymond James’ own website material) is provided solely for your convenience and information, and the content of any such website does not
in any way form part of this report. Accessing such website or following such link through this report or Raymond James’ website shall be at your
own risk. Additional information is available on request.

All right, title, and interest in any Raymond James reports is the exclusive property of Raymond James Financial, Inc. and its affiliates, except as
otherwise expressly stated. Raymond James®is the registered trademark of Raymond James Financial, Inc. All trademarks, service marks, slogans,
logos, trade dress and other identifiers, third-party data and/or market data (“intellectual property”) displayed in the Raymond James reports
are the property of Raymond James, or of other parties. The names of other companies and third-party products or services or other intellectual
property mentioned in the Raymond James reports may be the copyright, trademarks, or service marks of their respective owners. U.S. and foreign
copyright, trademark, common law rights and statutes protect this intellectual property. You are prohibited from using any intellectual property
for any purpose including, but not limited to, use on other materials, in presentations, as domain names, or as metatags, without the express
written permission of Raymond James or such other party that may own the marks.

Notice to RJA PCG Financial Advisors - Non-U.S. securities discussed in this report are generally not eligible for sale in the U.S. unless they are
listed on a U.S. securities exchange. This report may not be used to solicit the purchase or sale of a security in any state where such a solicitation
would be illegal. By accessing this report, you agree to not solicit the purchase or sale of any security mentioned in the report that is not listed
on a U.S. securities exchange, or is not otherwise registered under applicable state Blue Sky laws. Furthermore, you acknowledge that you will
be solely responsible for any and all costs associated with the rescission of trades in unregistered securities. Please contact the International
Research Liaison with any questions at 727.567.5559.

Ratings and Definitions

RJA (U.S.) Definitions: Strong Buy (SB1) The security is expected to appreciate, produce a total return of at least 15%, and outperform the S&P
500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least
15% is expected to be realized over the next 12 months. Outperform (M0O2) The security is expected to appreciate or outperform the S&P 500
over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used
for securities where Raymond James is comfortable with the relative safety of the dividend and expects a total return modestly exceeding the
dividend yield over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P 500 over
the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform (MU4) The security is
expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The security’s rating and
price target have been suspended temporarily. This action may be due to market events that made coverage impracticable or to comply with
applicable regulations or firm policies in certain circumstances. When a security’s research coverage has been suspended, the previous rating and
price target are no longer in effect for this security, and they should not be relied upon.

RJL (Canada) Definitions: Strong Buy (SB1) The security is expected to appreciate and produce a total return of at least 15% and outperform
the S&P/TSX Composite Index over the next six to 12 months. Outperform (M02) The security is expected to appreciate and outperform the S&P/
TSX Composite Index over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P/
TSX composite Index over the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform
(MU4) The security is expected to underperform the S&P/TSX Composite Index or its sector over the next six to 12 months and should be sold.
Suspended (S) The security’s rating and price target have been suspended temporarily. This action may be due to market events that made
coverage impracticable or to comply with applicable regulations or firm policies in certain circumstances or may otherwise have a perceived
conflict of interest. When a security’s research coverage has been suspended, the previous rating and price target are no longer in effect for this
security, and they should not be relied upon.
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Coverage Universe Rating Distribution* | Investment Banking Relationships
RJA RJL RJA RJL
Strong Buy and Outperform (Buy) 599 | 63% 198 | 79% 195 | 33% 4| 37w
Market Perform (Hold) 326 | 34% 51| 20% 50 | 15% o | 18%
Underperform (Sell) 24 | 3% 2 | 1% 50| 21% o | o%
Total Number of Companies 949 100% 251 100% 250 100% 83 100%

* Columns may not add to 100% due to rounding.

* Total does not include companies with a suspended rating.

RJA Suitability Ratings (SR)

Moderate Risk/Provide Income (M/INC) Larger capitalization, lower volatility (beta) equities of companies with sound financials, consistent
earnings, and dividend yields meaningfully above that of the S&P 500. Many securities in this category are structured with a focus on providing
a consistent dividend or return of capital. Moderate Risk/Wealth Accumulation (M/ACC) Larger capitalization equities of companies with
sound financials, consistent earnings growth, the potential for long-term price appreciation, and often a dividend yield. Moderately Aggressive
Risk/Provide Income (MA/INC) Generally equities of companies that are structured with a focus on providing a dividend meaningfully above
that of the S&P 500. These companies typically feature sound financials, positive earnings, and the potential for long-term price appreciation.
Moderately Aggressive Risk/Wealth Accumulation (MA/ACC) Generally equities of companies in fast growing and competitive industries with
less predictable earnings (or losses), potentially more leveraged balance sheets, rapidly changing market dynamics, and potential risk of principal.
Aggressive Risk/Provide Income (A/INC) Generally equities of companies that are structured with a focus on providing a meaningful dividend
but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive
issues, higher price volatility (beta), and meaningful risk of loss of principal. Securities of companies in this category may have a more volatile
income stream from dividends or distributions of capital. Aggressive Risk/Wealth Accumulation (A/ACC) Generally equities of companies with
a short or unprofitable operating history, limited or less predictable revenues, high risk associated with success, high volatility (beta), potential
significant financial or legal issues, and the meaningful risk of loss of principal.

RJL Suitability Ratings

RJL has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data from multiple vendors, and all data is
refreshed at least monthly. Accordingly, suitability ratings are updated monthly. The suitability rating shown on this report is current as of the
report's published date. In the event that a suitability rating changes after the published date, the new rating will not be reflected until the analyst
publishes a subsequent report.

International Disclosures

For clients of RJA: Any foreign securities discussed in this report are generally not eligible for sale in the United States unless they are listed on
a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or
sale of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the United States,
including ADRs, may entail certain risks.

The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting requirements of the U.S. Securities and Exchange
Commission. There may be limited information available on such securities. Investors who have received this report may be prohibited in certain
states or other jurisdictions from purchasing the securities mentioned in this report. Please ask your RJA financial advisor for additional details
and to determine if a particular security is eligible for purchase in your state or jurisdiction.

For clients of RJFS: This report was prepared and published by Raymond James and is being provided to you by RJFS solely for informative
purposes. Any person receiving this report from RJFS should direct all questions and requests for additional information to their RJFS financial
advisor.

For RJA and RJFS clients in Canada: In the Canadian provinces of Alberta, British Columbia, New Brunswick, Ontario and Quebec (collectively,
the “Canadian Jurisdictions”), both RJA and RJFS are relying on the international dealer exemption (the “IDE”), and RJA is also relying on
the international adviser exemption (the “IAE”), pursuant to sections 8.18 and 8.26 of National Instrument 31-103 Registration Requirements,
Exemptions and Ongoing Registrant Obligations (“NI 31-103”). RJA and RJFS are not registered to make a trade nor is RJA registered to provide
advice in the Canadian Jurisdictions. Neither RJA nor RJFS are members of the Investment Industry Regulatory Organization of Canada.

This report is intended solely for residents of the Canadian Jurisdictions who are permitted clients as set forth in NI 31-103. Neither RJA, RJFS
nor their representatives are making an offer to sell or soliciting an offer to buy any security issued by an issuer incorporated, formed or created
under the laws of Canada (“Canadian issuers”) and discussed in this report. Any trades by permitted clients in any securities of Canadian issuers
(whether listed on a U.S., Canadian or other exchange) discussed in this report may not be made through a relationship with RJA or RJFS and
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shall be directed to RJL for execution. Relationships with clients residing in Canadian Jurisdictions for trading in securities of Canadian issuers
must be established through a Canadian registered firm, such as RJL. For additional information regarding establishing a relationship with RJL,
Canadian clients should contact 1-888-545-6624.

For clients of RJL: In the case where there is Canadian analyst contribution, the report meets all applicable IIROC disclosure requirements. RJL
is a member of the Canadian Investor Protection Fund.

For clients of RJFI: This report is prepared for and distributed by RJFI, and any investment to which this report relates is intended for the sole
use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in the FCA rules
or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, unincorporated associations, etc.) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any other person to whom this promotion may lawfully
be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by
such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For clients of RJIS: This report is prepared for and distributed by RJIS, and is for the use of professional investment advisers and managers and
is not intended for use by retail clients.

For purposes of the FCA requirements, this report is classified as independent with respect to conflict of interest management. RJFl and RJIS are
authorised and regulated by the FCA.

For clients of Raymond James Euro Equities (RJEE): RJEE is authorised and regulated by the Autorite de Controle Prudentiel et de Resolution
and the Autorite des Marches Financiers. As of 30 November, 2020, RJEE is an unaffiliated entity of Raymond James. RJEE is located at SAS, 45
Avenue George V, 75008, Paris, France, +33 1 45 61 64 90. This report is prepared for and distributed by RJEE pursuant to an agreement with
Raymond James, and any investment to which this report relates is intended for the sole use of the persons to whom it is addressed, being persons
who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de ['Autorite des
Marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For recipients in Brazil: This is a strictly privileged and confidential communication between Raymond James & Associates and its selected
clients. This communication contains information addressed only to specific individuals in Brazil and is not intended for distribution to, or use
by, any person other than the named addressee. This communication (i) is provided for informational purposes only, (ii) should not be construed
in any manner as any solicitation or offer to buy or sell any investment opportunities or any related financial instruments, and (iii) should not be
construed in any manner as a public offer of any investment opportunities or any related financial instruments. If you are not the named addressee,
you should not disseminate, distribute, or copy this communication. Please notify the sender immediately if you have mistakenly received this
communication.

The investments analyzed in this report may not be offered or sold to the public in Brazil. Accordingly, the investments in this report have not been
and will not be registered with the Brazilian Securities and Exchange Commission (Comissédo de Valores Mobiliarios, the “CVM”), nor have they
been submitted to the foregoing agency for approval. Documents relating to the investments in this report, as well as the information contained
therein, may not be: (i) supplied to the public in Brazil, as the offering of investment products is not a public offering of securities in Brazil; nor (ii)
used in connection with any offer for subscription or sale of securities to the public in Brazil.

For clients in Australia: Despite anything in this report to the contrary, this report is prepared for and distributed in Australia by RJFI with the
assistance of RJA, and RJA at times will act on behalf of RJFI. This reportis only available in Australia to persons who are “wholesale clients” (within
the meaning of the Corporations Act 2001 (Cth)) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed
on to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature
only and has been prepared without taking into account the objectives, financial situation, or needs of the individual recipient. RJFI and RJA
do not hold an Australian financial services license. RJFI is exempt from the requirement to hold an Australian financial services license under
the Corporations Act 2001 (Cth) in respect of financial services provided to Australian wholesale clients under the exemption in ASIC Class Order
03/1099 (as continued by ASIC Corporations (Repeal and Transitional) Instrument 2016/396). RJFl is regulated by the UK FCA under UK laws, which
differ from Australian laws. RJA is acting on behalf of RJFI with respect to distribution and communications related to this report.

For clients in New Zealand: In New Zealand, this report is prepared for and may only be distributed by RJFI to persons who are wholesale clients
pursuant to Section 5C of the New Zealand Financial Advisers Act 2008.

Proprietary Rights Notice

By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by Raymond
James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or commercially exploit
the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express written consent of
Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.
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This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other intellectual
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec. 501 et. seq., provides for civil and criminal penalties for
copyright infringement. No copyright claimed in incorporated U.S. government works.

© 2021 Raymond James Financial, Inc. All rights reserved.
© 2021 Raymond James & Associates, Inc.

© 2021 Raymond James Ltd., Member Canadian Investor Protection Fund
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Solid 1Q Opex Control, But Mfg ADS Spread vs. IP+PPI Narrowing

RECOMMENDATION
Summary: Reiterate Market Perform. MSC is gaining share in manufacturing and its opex

discipline has been solid. However, we are concerned about the prospect of a push for firming

pricing amid moderating market share trends. Valuation is in line with the five-year median.

F1Q22 (Sept-Nov) adjusted EPS was $1.25 vs. RJ/Street $1.16/$1.20. F1Q total average
daily sales (ADS) were +9.9% vy/y, virtually matching our model but above consensus
+8.7%. Adjusted EBIT beat our model by $0.09/share, entirely via better than expected
operating expense control (alone, a $0.14 benefit vs. RJ). Below the line, tax rate aided
results by another $0.02. Fig. 1 compares reported 1Q line item results to expectations; refer
to our brief for additional discussion of 1Q results.

Beyond the solid opex control performance, 1Q was constructively notable for several
reasons. First, much like 4Q there has been clear traction related to “Mission Critical” sales
growth initiatives related to vending and in-plants. Specifically, vending signings rose by
over 50% y/y, and in-plant (onsite) sales represented 8% of 1Q sales vs. 7% sequentially
in 4Q. Further, the early returns on MSC’s new price realization efforts (including discount
management and contract pricing re-negotiations) appear encouraging, especially given the
mid/high single digit price hikes expected in late January.

That said, there were clearly some negative items of note, which likely capped investor
enthusiasm despite the “beat”. First, reported gross margin missed views for the first time
since 2017 (especially unusual given that management provided 1Q gross margin guidance
in late October). This was due to greater price-cost pressures than previously expected, thus
prompting the price realization efforts described above. Further - and perhaps relatedly
- although MSC’s ADS to manufacturing end markets (+16% y/y) exceeded IP+PPI during
the quarter (+14%), the spread between MSC’s manufacturing ADS and the market growth
approximation narrowed in F1Q22 (Fig. 5). Hence, it would seem that MSC’s more rigid
pricing could put further market share gains at risk.

All-in, we characterize MSC's 1Q performance vs. its “Mission Critical” benchmarks
as “mixed” and similar to last quarter (Fig. 3). On the positive side, again we see
manufacturing sales outgrowth vs IP+PPI as evidence of share gains in metalworking, vending
signings were strong, and cost savings/opex control was excellent. That said, progress in
CCSG/fastening was unclear at best, e-commerce sales growth was only in line with overall
ADS, and government/non-cyclical mix was unchanged and back at pre-pandemic levels.

Estimates: Our new FY22 and FY23 adjusted EPS estimates are $5.87 from $5.56 prior and
$6.09 from $5.66 prior, respectively. Figure 2 summarizes the changes to our model, which are
mostly driven by assumptions for improving opex leverage.

Valuation: MSM trades at ~10x our new NTM adjusted EBITDA estimate, approximating the five-

year median (Fig. 9). Constructively, the forward FCF yield (excluding changes in working capital)

now approximates ~7%, which we deem as increasingly attractive.
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Market Perform 3
Target Price NM

Suitability MA/ACC
MARKET DATA

Current Price (Dec-22-21) $83.61
Market Cap (mln) $4,670
Current Net Debt (mln) $746
Enterprise Value (mln) $5,416
Shares Outstanding (mln) 55.9
30-Day Avg. Daily Value (mln) $30.6
Dividend $3.00
Dividend Yield 3.6%
52-Week Range $§77.47-%96.23
BVPS $21.48
ROE 20.6%
Long-Term Debt (mln) $763
Long-Term Debt as % of Cap 39%

KEY FINANCIAL METRICS

1Q 2Q 3Q 4Q
Non-GAAP EPS (S, Aug FY)

2021A 1.10 1.03 1.42 1.26
2022E 1.16 1.22 1.56 1.62
new 1.25A 125 1.63 1.74
2023E 127 134 168 136
new 134 137 176 1.62
2021A 2022E 2023E
Non-GAAP EPS ($, Aug FY)
old 4.81 5.56 5.66
new 4.81 5.87 6.09
P/E (Non-GAAP)
17.4x 14.2x 13.7x
GAAP EPS ($, Aug FY)
old 3.87 5.45 5.59
new 3.87 5.73 6.02
Revenue (mln) ($, Aug FY)
old 3,243 3,555 3,668
new 3,243 3,625 3,732
Adj. EBITDA (mln) ($, Aug FY)
old 440 494 502
new 440 519 535

Source: Thomson One, Raymond James &
Associates. Quarterly figures may not add to full
year due to rounding.

Non-GAAP EPS excludes one-time items.

Please read domestic and foreign disclosure/risk information beginning on page 10 and Analyst Certification on page 11.
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Figure 1:

MSC Industrial Direct 1Q 2022 Results
Variance Vs.
Data ltem Last Year This Year RJ Est Y/Y Ch RJ EPS Delta C

Total Avg Daily Sales (ADS) -6.3% 9.9% 9.8% organic volumes +7.0%, pricing +2.3% (+2.8% last quarter), non PPE/janitorial +15%, PPE -12%, acq's +0.5%
Shipping Days 62 62 62
ADS - Mfrg End Mkts -13.5% 15.7% 19.5% 68% of total sales vs 65% LY
ADS - non-Mfrg End Mkts 10.8% -0.6% -9.1% 32% of total sales (government 7% of total sales vs 7% last quarter)
ADS Sept -8.5% 1.1%
ADS Oct -3.9% 6.9%
ADS Nov -5.9% 11.9%
ADS Dec 3.1%
ADS Midwest -4.1% 9.3%
ADS Northeast -7.0% 6.0%
ADS Southeast -10.4% 11.9%
ADS West -10.5% 11.9%
ADS International/Other 27.8% 9.9%
Net Sales $772 $849 $847 9.9% $1 $0.00  [Street $839m (BEAT), ecomm sales +9.4% yly (60% of total)
Cost of Sales $449 $496 $491 11% $4
Gross Profit $323 $353 $356 9% -$3

Gross Margin 41.9% 41.6% 42.0% | -33 bps| -44 bps ($0.05) [Street 42.1% (MISS), prior guidance 42.0% (ie flat sequentially), "positive price-cost partially offset mix headwinds"
Operating Exp, ex items $239 $257 $266 7.5% -$9.9 field associates +6% y/y, full time associates +5% yly, part time associates +3% yly

Oper Exp % of Sales 30.9% 30.2% 31.5% | -69 bps|-121 bps $0.14
EBIT $ $85 $96 $89 13% $7 $0.09 Street $93m (BEAT)
Oper Margin, Reported 11.0% 11.3%  10.5% 35 bps 77 bps Street 11.1% (BEAT)
YOY Contrib Margin 15% 6%
EBITDA $ $102 $113 $107 12% $7 $0.09 Street $109m (BEAT)
Int Exp ($3) ($4) ($4) 11% $0 $0.00
Int Income $0 $0 $0 -10% $0 $0.00
Other (exp) inc, incl items ($30) ($6) ($2) -81% -$4 ($0.05) [incl $5m restr
Pre-tax Inc $51 $87 $83 69% $3 $0.04
Income Tax 24.3% 23.5% 24.8% -80 bps -125 bps $0.02 adjusted tax rate 23.6%, benefit of $0.02 EPS vs RJ
Net Income $39 $66 $63
Non-Recurring Items $23 $4 $1 $3 $0.05
Adj Net Inc (Loss) $62 $70 $64 13% $6 $0.10
Reptd EPS $0.69 $1.18 $1.13 70%
EPS effect, 1-time items $ 041 $ 0.07 $ 0.03
Ditd EPS (ex-items) $1.10 $1.25 $1.16 13% $0.10  |Street $1.20 (BEAT)
Avg Diluted Sh 0/S 56 56 56 0% ($0.01) [repurchased $4.6m worth of stock during quarter
Cash Flow Items:
A/R in DSOs (net of doubtfuls) 58 62 60| 4 days 2 days
Inventory days COGS 106 115 116 9 days 1 days
A/P days COGS 29 33 29| 4 days 4 days
Cash Conversion Cycle 135 144 147| 9 days 3 days
Cash Flow Impacts

Net A/R DSOs -$36 -$18

Inventory Day COGS -$46 $8

A/P Day COGS $19 $19
Cash Conversion Cycle -$63 $9
Qtrly Oper Cash Flow $103 $58 $22 -44% $36
Oper Cash Flow Margin 13% 7% 3%
Source: Company Reports, Raymond James

Figure 2:
MSC Industrial Estimate Changes
2Q22 FY22 FY23
Prior Current Change EPS Effect Prior Current Change EPS Effect Prior Current Change EPS Effect
Net Sales $871 $862 ($9) -$0.01 $3,555 $3,625 $70 $0.11 $3,668 $3,732 $64 $0.10
Prior Consensus $856 $3,549 $3,690
TOTAL yly Growth (RJ) 12.5% 11.4% 9.6% 11.8% 3.2% 3.0%
ADS yly Growth 9.0% 7.9% 6.6% 8.7% 52% 5.0%
ADS yly Growth, ex Acq's 9.0% 7.9% 6.6% 8.6% 52% 5.0%
Gross Margin 41.9% 41.9% 0.0% $0.00 42.0% 41.9% -0.1% -$0.05 41.6% 41.5% -0.1% -$0.05
yly bps -10 -10 6 -16 -40 -40
Prior Consensus 42.1% 42.1% 41.7%
EBITDA $111 $114 $3 $494  $519 $25 $502 $535 $34
Prior Consensus $113 $502 $527
Operating Margin 10.8% 11.2% 0.4% $0.05 12.0% 12.4% 0.4% $0.21 11.8% 12.5% 0.7% $0.34
yly bps 40 81 52 95 -15 9
Prior Consensus 11.3% 12.2% 12.4%
Net Interest Expense $4 $4 ($0) $0.00 $15 $14 ($1) $0.02 $13 $11 ($2) $0.03
Tax Rate 25% 25% 0% $0.00 25% 24% 0% $0.02 25% 25% 0% $0.00
yly bps -5 -5 32 7 0 26
Net Income, ex-items $68 $70 $2 $0.04 $309  $328 $20 $0.35 $316  $343 $26 $0.47
yly Growth 18%  21% 14%  22% 2% 4%
EPS $1.22 $1.25 $0.03 $0.03 $5.56 $5.87 $0.32 $0.32 $5.66 $6.09 $0.43 $0.43
Prior Consensus $1.23 $5.66 $5.96
yly Growth 19% 22% 15% 22% 2% 4%
Shares 56 56 0 -$0.01 56 56 0 -$0.03 56 56 0 -$0.04

WESCO_UCC00003219
RAYMOND JAMES PAGE 2 OF 16



usresearcH Case 23-03091 Document 1218-8 Filed in TXSB on 05/01/24 RagRoy&khboirect co., inc.

Figure 3:
"NMices e "
Mission Critical" Benchmark Performance, F1Q22
Mission Critical Objectives Specifics F1Q Performance RJ Grade
Solidify Metalworking Gain share in metalworking - Sales to manufacturing (ie metalworking) end markets +16%, flattish sequentially
on 2-yr stack. This compares favorably to IP plus PPl in F1Q at +14% y/y, which
worsened sequentially by 100bp on a 2-year stack v
-non-safety/jan/san +15% in 1Q, which weakened vs 4Q +20%
Leverage Portfolio Strength Gain share in CCSG / fastening consumables - CCSG sales growth was undisclosed and not listed as a growth driver; note FAST
fastener ADS ~+20% X
Expand Solutions Grow vending, VMI, onsite (in-plant) sales - "Vending signings +50% in 1Q, in-plant 8% of sales in 1Q vs 7% of sales in 4Q" v
Grow E-commerce Grow digital-based sales - Total e-com sales +9% y/y in 1Q vs overall ADS +10%, although MSCDIRECT.COM X
growing faster than fleet avg
Diversify Customers & End Markets | Grow market share in non-cyclical areas i.e. government |- Government mix still 7% of total, similar to pre-pandemic levels X
Cost Savings - Op-Ex Takeout Extract $100M in gross savings by end of FY23 vs FY19 |- Additional gross savings of $10M in F4Q (investment $7M, net 1Q savings $3M)
- Maintained guidance of savings for FY22 of $25M
- Maintaining guidance for "investment" in FY22 of $15M v
- Expected FY23 net savings maintained "at least $100M"

Figure 4:

MSM ADS Growth vs. Y/Y Change in Trailing 4-Week Total Originiated Railcar Traffic
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Source: Association of American Railroads, Raymond James Research.
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Figure 5: MSC’s Y/Y Manufacturing ADS vs. Y/Y Industrial Production + Y/Y Producer Price Index (Final Demand)
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Source: Company information, Federal Reserve, Bureau of Labor Statistics, Raymond James research.

Figure 6:
Month Index Variance from 50
Oct-19 48.3 -3.4%
Nov-19 47.0 -6.0%
Dec-19 48.2 -3.6%
Jan-20 50.2 0.4%
Feb-20 50.2 0.4%
Mar-20 41.0 -18.0%
Apr-20 34.4 -31.2%
May-20 40.8 -18.4%
Jun-20 429 -14.2%
Jul-20 46.1 -7.8%
Aug-20 48.6 -2.8%
Sep-20 50.0 0.0%
Oct-20 52.9 5.8%
Nov-20 50.2 0.4%
Dec-20 53.6 7.2%
Jan-21 53.5 7.0%
Feb-21 56.0 12.0%
Mar-21 62.8 25.6%
Apr-21 62.2 24.4%
May-21 62.2 24.4%
Jun-21 63.7 27.4%
Jul-21 61.2 22.4%
Aug-21 59.6 19.2%
Sep-21 58.0 16.0%
Oct-21 60.7 21.4%
Nov-21 59.0 18.0%
Source: Gardner Intelligence, Modern
Machine Shop, Raymond James Research
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Figure 7:
TTM MBI (4-mo. Lag) vs. MSC Industrial Organic ADS
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Source: Gardner Intelligence, FactSet, Modern Machine Shop, Company Filings, Raymond James Research
Figure 8:
MSM Relative Performance vs. Forward EBITDA Margin
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Figure 9:
EV / NTM EBITDA - MSM
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Source: FactSet, Raymond James research.

Figure 10:
Price / NTM Sales per Share - MSM
(Currently 0.3 standard deviations below median)
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MSC Industrial Direct Co EST EST EST EST EST EST EST EST EST EST
Income Statement 1Q21 2Q21 3Q21 4Q21 FY21 1Q22 2Q22 3Q22 4Q22 FY22 1Q23 2Q23 3Q23 4Q23 FY23 FY24
$Million, except per share Nov-20 Feb-21 May-21 Aug-21 | (end Aug) Nov-21 Feb-22 May-22 Aug-22 | (end Aug) Nov-22 Feb-23 May-23 Aug-23  (end Aug) (end Aug)
Period Ending 11/28/20 02/27/21 05/29/21 08/28/21 08/28/21 11/27/21 02/26/22 05/28/22 08/27/22 08/27/22 11/26/22 02/25/23 05/27/23 09/02/23 09/02/23 08/31/24
Net sales $772 $774 $866 $831 $3,243 $849 $862 $932 $982 $3,625 $888 $907 $980 $957 $3,732  $3,900
Cost of goods sold $449 $449 $500 $482 $1,880 $496 $501 $539 $571 $2,106 $523 $531 $570 $560 $2,184 $2,294
Gross profit $323 $325 $366 $349 $1,364 $353 $361 $393 $411 $1,518 $366 $376 $410 $397 $1,548 $1,606
Operating Expenses $239 $244 $257 $252 $992 $257 $264 $269 $279  $1,069 $262 $271 $275 $273 51,082  $1,102
Income from operations $85 $80 $110 $97 $371 $96 $97 $125 $133 $450 $103 $105 $134 $124 $466 $504
Interest expense ($3) (54) ($4) ($4) ($15) ($4) ($4) ($3) ($3) ($14) ($3) ($3) ($3) ($2) ($11) ($8)
Interest income $0 $0 $0 S0 $0 S0 S0 $0 $0 S0 $0 $0 S0 S0 S0 S0
Other (expense) income, net ($30) (852) $20 (86) (869) (56) (82) (82) (82) (811) (81) (81) (81) (81) (85) (85)
Income before tax $51 $24 $126 $87 $288 $87 $91 $119 $127 $424 $99 $101 $130 $120 $450 $491
Income Tax Expense $12 36 $31 $21 $70 $20 $23 $30 $32 5104 $24 $25 $32 $30 s111 $121
Reported GAAP Net Income, cont ops $39 $18 $95 $66 $218 $66 $69 $90 $96 $320 $74 $76 $98 $90 $339 $369
Extraordinary gain (loss) net of tax $23 $39 ($15) $5 $52 4 s1 s1 s1 s8 $1 $1 s1 s1 s4 S0
Adjusted Net Income $62 $58 $80 $70 $270 $70 $70 $91 $97 $328 $75 $77 $99 $91 $343 $369
Reported GAAP EPS $0.69 $0.32 $1.68 $1.18 $3.87 $1.18 $1.23 $1.60 $1.71 $5.73 $1.32 $1.35 $1.74 $1.60 $6.02 $6.52
a/t effect Extraordinary Items per share 0.41 0.70 (0.26) 0.08 0.93 0.07 0.03 0.03 0.03 0.14 0.02 0.02 0.02 0.02 0.07 0.00
Dil Oper EPS $1.10 $1.03 $1.42 $1.26 $4.81 $1.25 $1.25 $1.63 $1.74 $5.87 $1.34 $1.37 $1.76 $1.62 $6.09 $6.52
Wtd Avg Sh Basic 56 56 56 56 56 56 56 56 56 56 56 56 56 56 56 56
Avg Diluted Shares 56 56 56 56 56 56 56 56 56 56 56 56 56 56 56 57
Dividends Per Share $0.75 $4.25 $0.75 $0.75 $6.50 $0.75 $0.75 $0.75 $0.75 $3.00 $0.82 $0.82 $0.82 $0.82 $3.27 $3.57
EBITDA, ex-items $102 $98 $127 $114 $440 $113 $114 $142 $150 $519 $120 $122 $152 $141 $535 $573
shipping days 62 61 65 63 251 62 63 65 68 258 62 63 65 63 253 253
1Q21 2Q21 3Q21 4Q21 FY21 1Q22 2Q22 3Q22 4Q22 FY22 1Q23 2Q23 3Q23 4Q23 FY23 FY24
As a % of Sales Nov-20 Feb-21 May-21 Aug-21 | (end Aug) Nov-21 Feb-22 May-22 Aug-22 | (end Aug) Nov-22 Feb-23 May-23 Aug-23  (end Aug) (end Aug)
Net sales 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Average Daily Sales (ADS) $12.45 $12.69 $13.33 $13.19 $12.92 $13.69 $13.69 $14.34 $14.44 $14.05 $14.33 $14.40 $15.08 $15.18 $14.75 $15.41
Cost of goods sold 58.1% 58.0% 57.7% 58.0% 58.0% 58.4% 58.1% 57.8% 58.1% 58.1% 58.8% 58.5% 58.2% 58.5% 58.5% 58.8%
Gross profit 41.9% 42.0% 42.3% 42.0% 42.0% 41.6% 41.9% 42.2% 41.9% 41.9% 41.2% 41.5% 41.8% 41.5% 41.5% 41.2%
Operating Expenses 30.9% 31.6% 29.7% 30.3% 30.6% 30.2% 30.7% 28.8% 28.4% 29.5% 29.5% 29.9% 28.1% 28.6% 29.0% 28.3%
Income from operations 11.0% 10.4% 12.6% 11.7% 11.5% 11.3% 11.2% 13.4% 13.5% 12.4% 11.6% 11.6% 13.7% 12.9% 12.5% 12.9%
EBITDA 13.2% 12.7% 14.6% 13.7% 13.6% 13.4% 13.2% 15.2% 15.3% 14.3% 13.5% 13.5% 15.5% 14.7% 14.3% 14.7%
YoY Contribution Margin 16% -23% -5% 15% 11% 15% 18% 23% 24% 21% 18% 19% 21% 35% 16% 22%
YoY Op Profit Pull-Through 35% -45% -13% 34% 28% 39% 45% 56% 57% 51% 55% 58% 60% 62% 56% 65%
Seq Contribution Margin 2% -199% 32% 36% -5% 4% 40% 16% 31% 12% 40% 46%
Seq Op Profit Pull-Through 26% -273% 70% 72% 27% 7% 87% 44% 28% 21% 87% 85%
Interest expense -0.4% -0.5% -0.4% -0.5% -0.4% -0.4% -0.4% -0.4% -0.3% -0.4% -0.4% -0.3% -0.3% -0.3% -0.3% -0.2%
Interest income 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other (expense) income, net -3.9% -6.8% 2.3% -0.8% -2.1% -0.7% -0.2% -0.2% -0.2% -0.3% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Income before tax 6.6% 3.2% 14.6% 10.4% 8.9% 10.2% 10.6% 12.8% 13.0% 11.7% 11.1% 11.1% 13.3% 12.5% 12.1% 12.6%
Income Tax Expense 24.3% 24.8% 24.7% 24.0% 24.4% 23.5% 24.8% 24.8% 24.8% 24.5% 24.8% 24.8% 24.8% 24.8% 24.8% 24.8%
Adjusted Net Income 8.0% 7.4% 9.3% 8.5% 8.3% 8.3% 8.1% 9.8% 9.9% 9.1% 8.5% 8.5% 10.1% 9.5% 9.2% 9.5%
EST EST EST EST EST EST EST EST EST EST
1Q21 2Q21 3Q21 4Q21 FY21 1Q22 2Q22 3Q22 4Q22 FY22 1Q23 2Q23 3Q23 4Q23 FY23 FY24
Y/Y % increase Nov-20 Feb-21 May-21 Aug-21 | (end Aug) Nov-21 Feb-22 May-22 Aug-22 | (end Aug) Nov-22 Feb-23 May-23 Aug-23  (end Aug) (end Aug)
Sales growth -6.3% -1.5% 3.8% 11.1% 1.6% 9.9% 11.4% 7.6% 18.1% 11.8% 4.7% 5.2% 5.2% -2.6% 3.0% 4.5%
Average Daily Sales (ADS) growth -6.3% -1.5% 2.2% 12.9% 1.2% 9.9% 7.9% 7.6% 9.5% 8.7% 4.7% 5.2% 5.2% 5.2% 5.0% 4.5%
Estimated ADS Growth EXACQ'S -6.3% -1.5% 2.2% 12.4% 1.1% 9.4% 7.9% 7.6% 9.5% 8.6% 4.7% 5.2% 5.2% 5.2% 5.0% 4.5%
Net Pricing YY 1.3% 1.2% 0.1% 2.8% 1.3% 2.3%
Cost of goods sold -5.8% -1.3% 3.9% 10.4% 1.7% 10.6% 11.6% 7.8% 18.3% 12.1% 5.4% 5.9% 5.9% -1.9% 3.7% 5.0%
Gross Profit -6.9% -1.9% 3.5% 12.2% 1.5% 9.1% 11.1% 7.3% 17.9% 11.3% 3.7% 4.2% 4.2% -3.5% 2.0% 3.7%
Operating Expenses -6.1% -3.5% 5.8% 11.0% 1.5% 7.5% 8.2% 4.6% 10.6% 7.7% 2.3% 2.4% 2.4% -2.0% 1.2% 1.9%
Income from operations -8.9% 3.6% -1.5% 15.2% 1.6% 13.5% 20.1% 13.7% 36.8% 21.1% 7.4% 9.0% 8.0% -6.8% 3.7% 8.1%
Pre-tax income -41.3% -67.1% 21.2% 26.0% -13.7% 69.1% 273.2% -5.4% 47.0% 47.2% 14.0% 11.0% 9.4% -5.9% 6.1% 9.0%
Net income -8.4% 3.6% 1.4% 15.4% 2.2% 13.5% 21.5% 13.8% 38.1% 21.7% 7.4% 10.1% 8.7% -6.3% 4.3% 7.8%
GAAP EPS -41.2% -68.0% 19.9% 24.8% -14.2% 70.0% 283.1% -4.8% 45.2% 48.0% 12.2% 10.4% 8.7% -6.6% 5.1% 8.2%
Diluted Operating EPS -9.1% 2.6% 0.0% 15.1% 1.4% 13.5% 22.0% 14.6% 37.9% 22.1% 7.0% 9.5% 8.0% -7.0% 3.7% 7.0%
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MSC Industrial Direct Co

Balance Sheet Model EST EST EST EST EST EST EST EST
$Million, except per share 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 4Q24
Assets: Nov-20 Feb-21 May-21 Aug-21 Nov-21 Feb-22 May-22 Aug-22 Nov-22 Feb-23 May-23 Aug-23 Aug-24
Cash and cash equivalents $53 $20 $27 $41 $63 $43 $47 $49 $44 $45 $49 $48 $51
Accounts Rec, Net $494 $527 $565 $560 $579 $580 $593 $633 $587 $610 $623 $616 $654
Inventories $521 $533 $598 $624 $623 $636 $645 $676 $651 $667 $677 $657 $695
Prepaid expenses and other current assets $80 $105 $117 $89 $84 $84 $84 $84 $84 $83 $83 $83 $83
Deferred income taxes ) ) S0 $o0 $o0 ) $o0 $0 $o0 ) $o0 ) )
Total current assets $1,148 $1,185  $1,308 | $1,314 $1,348  $1,342  $1,368  $1,442 $1,365  $1,405  $1,432  $1,404  $1,483
PP&E, net of depreciation $298 $293 $296 $298 $299 $298 $298 $297 $296 $296 $295 $295 $295
Goodwill $678 $678 $680 $693 $692 $692 $692 $692 $692 $692 $692 $692 $692
Identifiable intangibles, net $103 $100 $98 $102 $98 $95 $92 $88 $85 $81 $78 $74 $61
Other assets $60 $45 $43 $55 $59 $59 $59 $59 $59 $59 $59 $59 $59
Total Assets 52087 2302 $2424  $2462 52496 52486 $2.508  $2,877 52497 52533 52556 $2,524  $2,588

Liabilities & Stockholders' Equity:

Revolving credit notes i) $223 $413 $202 $204 $0 S0 ] s0 $0 S0 ] $0
Current maturities of long-term notes payable $23 $0 S0 $0 S0 N S0 $0 S0 Nu $0 $0 $0
Accounts payable $144 $170 $196 $186 $178 $201 $223 $233 $187 $213 $236 $229 $244
Accrued/other liabilities $347 $160 $146 $173 $204 $204 $204 $204 $204 $204 $204 $204 $204
Total current liabilities $514 $553 $754 $562 $586 $405 $427 $437 $391 $417 $440 $433 $448
Long-term notes payable $467 $462 $346 $584 $558 $702 $655 $660 $596 $576 $524 $455 $336
Def. inc tax/other liabilities $175 $169 $157 $155 $159 $159 $159 $159 $159 $159 $159 $159 $159
Total Liabilities $1,156 $1,184 $1,258 $1,300 $1,303 $1,266 $1,240 $1,255 $1,146 $1,152 $1,122 $1,046 $943

Stockholder's Equity:

Preferred stock $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Class A common stock $0 $0 $0 $0 S0 $0 $0 $0 $0 $0 $0 $0 $0
Class B common stock $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Additional paid-in capital $702 $713 $736 $741 $756 $756 $756 $756 $756 $756 $756 $756 $756
Retained Earnings $548 $524 $529 $532 $557 $583 $631 $686 $714 $745 $797 $841 $1,009
Accumulated other comp income/NCI ($20) ($19) ($15) ($7) ($12) ($12) ($12) ($12) ($12) ($12) ($12) ($12) ($12)
Treasury stock, at cost 106 106 105 ($104) $108 108 108 108 $108 108 108 108 108
Total Stockholder's Equity $1,124 $1,112 $1,145 $1,162 $1,193 $1,220 $1,268 $1,322 $1,351 $1,381 $1,433 $1,478 $1,646
Total Liabilities & Stockholders' Equity $2,280 $2,296  $2,403 | $2,462 $2,496 $2,486  $2,508 | $2,577 $2,497 $2,533  $2,556 | $2,524  $2,588
Cash and equivalents as a % of sales 6.9% 2.6% 3.2% 4.9% 7.4% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Gross A/R in DSOs 61.0 62.1 58.7 59.5 62.0 63.1 59.7 60.5 62.0 63.1 59.7 60.5 60.5
y/y increase in A/R -8.0% -1.8% 3.8% 14.0% 17.2% 9.9% 4.9% 12.9% 1.4% 5.2% 5.2% -2.6% 6.1%
Allowance for Bad Debts 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7%
Inventory in days COGS 106.0 108.2 109.2 118.2 114.6 115.7 109.2 108.2 113.6 114.7 108.2 107.2 106.2
Inventory turns 34 x 34 x 33x 3.1x 3.2x 32x 33x 34 x 3.2x 32x 34 x 34 x 34 x
A/P in days COGS 29.2 346 35.8 353 327 36.6 37.8 373 327 36.6 37.8 373 373
Cash conversion cycle in days 137.8 135.6 132.2 1423 143.8 142.1 131.2 1313 142.8 1411 130.2 1303 129.3
y/y increase in Inventory -3.4% -4.3% 4.0% 14.9% 19.4% 19.3% 7.8% 8.3% 4.5% 5.0% 4.9% -2.8% 5.7%
y/yincrease in A/P 0.6% 9.8% 54.3% 48.1% 23.9% 18.0% 13.8% 25.1% 5.4% 5.9% 5.9% -1.9% 6.7%
Current Ratio 2.2 21 17 23 23 33 3.2 33 35 34 33 3.2 33
Working Capital as % of TTM Sales " 277% " 284% " 306% _ 30.8% " 308% " 297%  292% | 29.7% 28.6%  28.7%  283% | 280% _ 283%
Leverage Statistics:
Interest bearing Debt as a % of capital 30.4% 38.1% 39.9% 40.4% 39.0% 36.5% 34.0% 33.3% 30.6% 29.4% 26.8% 23.5% 17.0%
Net Interest bearing Debt as a % of capital 27.1% 37.0% 38.4% 38.3% 35.8% 343% 31.6% 30.8% 28.3% 27.1% 24.3% 21.1% 14.4%
Interest bearing Debt as a % of equity 43.6% 61.5% 66.3% 67.7% 63.9% 57.6% 51.6% 49.9% 44.1% 41.7% 36.5% 30.8% 20.4%
Funded Debt-to-ttm EBITDA 1.1x 1.6x 1.8x 1.8x 1.7x 1.5x 1.4x 1.3x 1.1x 1.1x 1.0x 0.8x 0.6x
Net Funded-Debt-to-ttm EBITDA 1.0x 1.5x 1.7x 1.7x 1.5x 1.4x 1.3x 1.2x 1.0x 1.0x 0.9x 0.8x 0.5x
ttm EBITDA / ttm i-exp coverage 25.3x 25.4x 28.2x 30.3x 30.4x 31.2x 32.9x 36.8x 38.9x 41.8x 44 .8x 47.3x 67.7x
Book value per share $20.20 $19.92 $20.46 $20.93 $21.48 $21.95 $22.79 $23.74 $24.21 $24.71 $25.61 $26.35 $29.14
Tangible book value per share $6.18 $5.98 $6.56 $6.62 $7.25 $7.79 $8.71 $9.74 $10.29 $10.88 $11.86 $12.69 $15.82
DuPont Analysis:
TTM Net Profit Margin 7.2% 6.0% 6.5% 7.9% 7.4% 8.7% 8.4% 9.8% 9.0% 9.1% 9.2% 9.4% 10.1%
TTM Asset Turnover 1.4 x 14 x 13 x 13x 13x 14x 1.4 x 14 x 1.5x 15x 1.5x 15x 15x
ROA, end 9.8% 8.2% 8.4% 10.4% 9.8% 11.9% 11.6% 13.7% 13.2% 13.3% 13.5% 13.9% 15.3%
Assets/Equity, end 2.0 x 2.1 x 2.1 x 21x 2.1x 2.0 x 2.0 x 1.9 x 1.8 x 1.8 x 1.8 x 1.7 x 1.6 x
ROE, end 20.0% 16.9% 17.9% 22.1% 20.6% 24.2% 22.9% 26.8% 24.3% 24.3% 24.0% 23.8% 24.0%
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MSC Industrial Direct Co

Cashflow Statement and Model EST EST EST EST EST EST
$Million, except per share FY17 FY18 FY19 FY20 1Q21 2Q21 3Q21 4Q21 FY21 1Q22 2Q22 3Q22 4Q22 FY22 FY23 FY24
NOT CUMULATIVE, except for Year totals (end Aug) (end Aug) (end Aug) (end Aug) Nov-20 Feb-21 May-21 Aug-21 (end Aug) Nov-21 Feb-22 May-22 Aug-22 (end Aug) (end Aug) (end Aug)
CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income $231 $329 $289 $252 $39 $18 $95 $66 $218 $66 $69 $90 $96 $320 $339 $369
Depreciation and Amortization $63 $63 $65 $69 $17 $17 $17 $17 $69 $17 $17 $17 $17 $69 $69 $69
Loss on disposal of PP&E $1 $0 s0 $1 S0 s0 $0 S0 $1 $0 S0 $S0 S0
Gain on sale of securities $0 $0 S0 S0 $0 S0 $0 $0 S0 $0 $0 S0 $0
Stock-based compensation 314 $15 $16 $17 S4 S5 $4 S4 $18 $6 $6 $6 $6 $23 $23 $23
Provision for doubtful accounts $7 $7 $11 $11 $3 $2 $1 $3 38 $2 $1 30 $1 $4 (S0) $1
Deferred income taxes $13 ($20) $14 $8 ] 30 $0 ($14) ($14) $0 ] $0 $0 $0 30 $0
Stock option income tax benefit $0 $0 $0 $0 S0 $0 $0 $0 $0 $0 S0 $0 $0
Amortization of bond premium $0 $0 $0 S0 $0 S0 $0 $0 S0 $0 $0 $0 $0
Redlassification of excess tax benefits from stock comp S0 S0 S0 $So S0 $S0 S0 S0 S0 N S0 S0 S0
Other (catch-all) $0 S0 $0 $23 S4 $51 $2 $7 $65 $4 sS4 $0 $0

Changes in operating assets and liabilities:

Accounts Recievable ($72) ($50) ($27) $37 ($4) ($36) ($38) sa4 ($73) ($22) ($20) ($14) ($41) (596) $17 ($39)
Inventories ($16) ($33) ($33) $16 $23 ($42) ($64) ($24) ($107) ($1) ($13) ($9) ($31) ($54) $19 ($37)
Prepaid expenses and other current assets (S7) (S5) ($8) ($12) ($2) ($25) ($11) $29 ($10) sS4 S0 $S0 $0 S5 S1 $0
Other assets $1 $1 (52) $3 (54) ($5) ($16) $24 (51) (54) $0 $0 $0 (54) $0 $0
Accounts payable and accrued liabilities $12 $31 $2 ($28) $23 $29 $31 ($32) $51 ($15) $23 $22 $10 $40 ($4) $15
Net cash provided by operating activities: $247 $340 $328 $397 $103 $16 $20 $85 $224 $58 $83 $112 $58 $311 $462 $401

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from sales of invests in avail for sale securities S0 S0 $27 S0 s0 30 $0 $S0 S0 $0 $0 S0 S0
Purchases of investments in available for sale securities ) $0 $0 $0 30 S0 $0 $0
Cash used in business acquisition ($42) ($87) ($12) ($2) $0 S0 $0 ($22) ($22) $0 S0 S0 $0
Expenditures for PP&E ($47) ($45) ($52) ($47) ($8) ($12) ($18) ($16) ($54) ($15) ($17) ($17) ($17) ($65) ($66) ($69)
Other (catch-all) sSo $S0 S0 S0 S0 $0 $0 $0 S0 $0 $3 $3 $3 $10 $14 $14
Net cash (used in) provided by investing activities: ($89) ($132) ($36) ($49) ($8) ($12) (518) ($38) ($76) ($15) ($13) ($13) (513) ($55) ($53) ($55)

CASH FLOWS FROM FINANCING ACTIVITIES:

Increase in LT Debt for estimate periods $0 $0 $0 $0 $0 $144 ($48) $5 $101 ($205) ($119)
Purchases of treasury stock (549) ($82) ($85) ($3) ($3) (S0) ($47) ($21) ($71) ($5) S0 $S0 N ($5) S0 S0
Payment of cash dividends ($102) ($125) ($146) (S444) (542) ($237) ($42) (542) (5363) $S0 (542) ($42) ($42) ($125) (5183) ($201)
Reclass excess tax benefits fr stock-based comp (1) $0 S0 S0 $0 30 $0 $0 S0 $0 S0 S0 $0
Proceeds from sale Class A common re stock purch plan $4 sa4 $5 $4 $1 $1 $1 $1 $4 $1 $1 30 $0
Proceeds from exercise of Class A common stock options $27 $24 $16 $14 $6 $5 $18 $1 $30 $7 $7 S0 $0
Net proceeds/revolving credit facility loans $547 $352 $358 $1,192 ($1) $417 $89 ($321) $184 (S0) ($204) S0 $0 ($205) S0 S0
Repayments of NP under credit facility ($620) ($350) ($427) ($1,016) ($130) ($220) ($15) $350 ($15) ($24) ($24) 30 30
Stock-option expense offset for estimate periods $0 $0 $0 $0 S0 ($6) ($6) ($6) ($17) ($23) ($23)
Other (catch-all) $0 $0 ($27) ($1) $1 ($3) $1 ($2) ($3) $1 $0 $0 $0 $1 ($0) ($0)
Net cash (used in) provided by financing activities: ($195) ($178) ($306) ($255) ($168) ($37) $5 ($33) ($234) ($20) ($108) ($95) (542) ($265) ($411) ($343)
Effect of FX changes on cash and cash equivalents ($0) ($0) (S0) S0 S0 $1 (S0) ($0) S0 (S0) S0 $S0 S0 (S0) S0 $S0
Net increase (decrease) in cash and cash equivalents ($37) $30 ($14) $93 ($72) ($33) $7 $13 ($85) $22 ($38) $3 $2 ($10) ($1) $3
Cash and equivalents beginning of period $53 $16 $46 $32 $125 $53 $20 $27 $125 $41 $63 $43 $47 $41 $49 $48
Cash and equivalents end of period $16 $46 $32 $125 $53 $20 $27 $41 $41 $63 $25 $47 $49 $31 $48 $51

Supplemental:

Cash paid during the year for interest $12 $13 $17 $15 $2 $5 $2 $6 $15 $2 $2 S0 S0
Cash paid during the year for income taxes $122 $101 $79 $69 $2 $40 $20 $8 $69 $2 $2 S0 $0
Estimated Free-Cash-Flow (end Aug) (end Aug) (end Aug)  (end Aug) Nov-20 Feb-21 May-21 Aug-21 (end Aug) Nov-21 Feb-22 May-22 Aug-22 (end Aug) (end Aug) (end Aug)
Cash from Operating Activities $247 $340 $328 $397 $103 $16 $20 $85 $224 $58 $83 $112 $58 $311 $462 $401
CFO as % of Net Income 107% 103% 114% 158% 103% 97% 136% 109%
Capital Expenditures $47 $45 $52) $47) ($8) $12 $18 $16 $54 $15 $17 $17 $17 $65 S66 $69
Free-Cash-Flow $200 $295 $277 $350 $95 $4 $3 $69 $171 $43 $66 $95 $41 $245 $396 $332
Cash from Ops as a % of net income 107% 118% 112% 150% 266% 86% 22% 129% 103% 83% 119% 123% 60% 95% 135% 109%

sh count 57.0 56.7 55.5 55.6 55.9 56.1 56.4 55.9 56.1 55.9 55.9 56.0 56.0 55.9 56.3 56.7
FCF per share $3.52 $5.20 $4.98 $6.29 $1.71 $0.06 $0.05 $1.23 $3.04 $0.76 $1.19 $1.70 $0.74 $4.39 $7.03 $5.86
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COMPANY DESCRIPTION <105 5000
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particular focus on metalworking

applications.

IMPORTANT INVESTOR DISCLOSURES

Unless otherwise specified, the term “Raymond James” shall denote, where appropriate, Raymond James & Associates, Inc. (RJA), Raymond
James Ltd. (RJL), and their affiliates, subsidiaries and related entities.

Analyst Information

Analyst Compensation: Research analysts and associates at Raymond James are compensated on a salary and bonus system. Several factors
enter into the compensation determination for an analyst, including: i) research quality and overall productivity, including success in rating stocks
on an absolute basis and relative to the local exchange composite index and/or sector index; ii) recognition from institutional investors; iii) support
effectiveness to the institutional and retail sales forces and traders; iv) commissions generated in stocks under coverage that are attributable to
the analyst's efforts; v) net revenues of the overall Equity Capital Markets Group; and vi) comparable compensation levels for research analysts
at competing peer firms.

Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of, or associated with, RJA are not
registered/qualified as research analysts under FINRA rules and are not subject to FINRA Rule 2241 restrictions on communications with covered
companies, trading securities held by a research analyst account, and obligations related to identifying and managing conflicts of interest.

This global disclosure considers all entities of Raymond James and its affiliates. The jurisdiction where the analyst(s) is registered will determine
what is permitted. For example, if the persons responsible for the content of this report are not licensed as research analysts in accordance with
applicable rules promulgated by the regulatory organization(s) where this report is distributed, any client wishing to effect trades in any security
should contact their Raymond James representative.

The analysts Sam J. Darkatsh and Joshua Wilson, primarily responsible for the preparation of this research report, attest to the following:
(1) that the views and opinions rendered in this research report reflect his or her personal views about the subject companies orissuers and
(2) that no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views in this research report. In addition, said analyst(s) has not received compensation from any subject company in the last 12 months.

Company Specific Disclosures

Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative
factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness; competition;
visibility; financial condition; and expected total return, among other factors. Collectively, these factors are subject to change depending on overall
economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates Raymond James’ target price and rating changes for any subject companies over the past three
years.
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MSC Industrial Direct Co., Inc. (MSM) | Dec-22-21

MO2:$90.00 | | MO2:$80.00 | MP3:NM MU4:NM MP3:NM
Jan-09-19 Jul-10-19 Sep-12-19 |  Nov-07-19 | | Oct-28-20

$100.00 _|/
$90.00
$80.00 \I
$70.00
$60.00

$50.00

$40.00
Jan 19 Apr 19 Jul 19 Oct 19 Jan 20 Apr 20 Jul 20 Oct 20 Jan 21 Apr 21 Jul 21 Oct 21

S-Suspended NR-Not Rated R-Restricted UR-Under Review SB1-Strong Buy 1 MO2-Outperform 2 MP3-Market Perform 3 MU4-Underperform 4

Closing Price Price Target

Valuation Methodology

MSC Industrial Direct Co., Inc.
Valuation Methodology: We value MSC Industrial based on P/E multiples relative to peers and the market, and also consider EV/EBITDA multiples
and our DCF-derived estimate of intrinsic value.

General Risk Factors

Following are some general risk factors that pertain to the businesses of the subject companies and the projected target prices and
recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/service pricing
could change and adversely impact expected revenues and earnings; (2) issues relating to major competitors or market shares or new product
expectations could change investor attitude toward the sector or this stock; (3) Unforeseen developments with respect to the management,
financial condition or accounting policies or practices could alter the prospective valuation.

Company Specific Risk Factors
MSC Industrial Direct Co., Inc.

Exposure to General Economic Activity
As much as 75% of MSC's revenue is derived from manufacturing end-markets, with the remaining 25+% coming from other economically-sensitive
end-markets. If economic growth is below average, it is likely MSC's financial results would be negatively impacted.

Acquisition Integration Risk
From time to time, MSC has made acquisitions in an effort to expand its product line or geographic offering. We expect this to continue in the
future. If MSC were to pay too expensive a price, or not achieve estimated synergies, an acquisition could negatively impact financial results.

Changes in Mix Could Negatively Impact Margin
The tendency over time has been toward larger customers (and larger order sizes), which generally carry lower margin to MSC. As this mix shift
continues, it could negatively pressure margin.

Regulatory and Compliance Risks
MSC is a supplier to the U.S. government, and thus is subject to certain laws and regulations that may increase the cost of doing business and
subject it to potential liabilities.

Principal Shareholders Have Significant Control of the Company
The chairman of the board of directors and his family collectively own 100% of the common B-shares, giving them over 80% voting control of the
company. Consequently, they have complete control of board nominations and decisions.

Relationship Disclosures

Certain affiliates of Raymond James expect to receive or intend to seek compensation for investment banking services from all companies under
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research coverage within the next three months. The person(s) responsible for the production of this report declare(s) that, as far as they are aware,
there are no relationships or circumstances (including conflicts of interest) that may in any way impair the objectivity of this recommendation
directly orindirectly. This statement applies equally to any persons closely associated with him or her. However, it is possible that persons making
communications in relation to a security may have a holding in that security and this will be disclosed. As stated, Raymond James has controls
in place to manage such risks.

In the event that this is a compendium report (i.e., covers six or more subject companies), Raymond James may choose to provide specific
disclosures for the subject companies by reference. To access these disclosures, clients should refer to: raymondjames.bluematrix.com/sellside/
Disclosures.action or call toll free at 1.800.237.5643 in the United States or 1.800.667.2899 in Canada. In other jurisdictions, please contact your
local Raymond James’ representative.

Company Name Disclosure
MSC Industrial Direct Co., Raymond James & Associates, Inc. makes a market in the shares of MSC Industrial Direct Co., Inc..
Inc.

Investor Disclosures

In the United States (or U.S.), RJAis registered with the Financial Industry Regulatory Authority (FINRA) as a member firm. RJAis responsible for the
preparation and distribution of reports created in the United States. RJAis located at The Raymond James Financial Center, 880 Carillon Parkway,
St. Petersburg, Florida 33716 (Raymond James Financial (RJF) Corporate Headquarters), 727.567.1000. Raymond James Financial Services, Inc.
(RJFS) is registered with FINRA as a Member Firm. RJFS is located at the RJF Corporate Headquarters.

RJAnon-U.S. affiliates, which are not FINRA member firms (with the exception of Raymond James (USA) Ltd.), include the following entities, which
are responsible for the creation or distribution of reports in their respective areas:

In Canada, RJL is registered with the Investment Industry Regulatory Organization of Canada (IIROC) as a member firm. RJL is responsible for the
preparation and distribution of reports created in Canada. RJL is located at Suite 2100, 925 West Georgia Street, Vancouver, BCV6C 3L2 (RJL Head
Office), 604.659.8200. Raymond James (USA) Ltd. (RJLU) is registered with FINRA as a member firm, which is responsible for the distribution of
reports created in Canada and the United States to both American clients living in Canada and Canadian clients living in the United States. RJLU
is located at the RJL Head Office.

In the United Kingdom, Raymond James Financial International Ltd. (RJFI) and Raymond James Investment Services, Ltd. (RJIS) are authorised
and regulated by the Financial Conduct Authority (FCA). RJFI and RJIS are located at Ropemaker Place, 25 Ropemaker Street, London, England,
EC2Y 9LY, +44 203 798 5600.

This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in a locality,
state, province, country, or other jurisdiction where such distribution, publication, availability, or use would be strictly prohibited or contrary to
law or regulation. The securities discussed in this report may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the
solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is not investment advice and
does not constitute a personal recommendation, nor does it take into account the particular investment objectives, financial situations, or needs
of individual clients. Information in this report should not be construed as advice designed to meet the individual objectives of any particular
investor. Investors should consider this report as only a single factor in making their investment decision. Some investments discussed in this
report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that
investment is realized. Those losses may equal your originalinvestment. Consultation with your Raymond James representative is recommended.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing in this
report constitutes investment, legal, accounting or tax advice or is a representation that any investment or strategy is suitable or appropriate to
your individual circumstances or otherwise constitutes a personal recommendation to you.

The information provided is as of the date above and is subject to change and may or may not be updated. This report should not be deemed a
recommendation to buy or sell any security. Certain information has been obtained from third-party sources Raymond James considers reliable,
but Raymond James does not guarantee that such information is accurate or complete. Persons within Raymond James may have information
that is not available to the contributors of the information contained in this report. Raymond James, including affiliates and employees, may
execute transactions in the securities listed in this report that may not be consistent with the ratings appearing in this report.

With respect to materials prepared by Raymond James, all expressions of opinion reflect the judgment of the Research Departments of Raymond
James, or its affiliates, as of the date above and are subject to change. Raymond James may perform investment banking or other services for,
or solicit investment banking business from, any company mentioned in this report.

Raymond James reports are disseminated and available to Raymond James clients simultaneously via electronic publication to Raymond
James' internal proprietary websites (RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access &
raymondjames.ca). Not all reports are directly distributed to clients or third-party aggregators. Certain reports may only be disseminated on
Raymond James' internal proprietary websites; however, such reports will not contain estimates or changes to earnings forecasts, target price,
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valuation, or investment or suitability rating. Individual Raymond James associates may also opt to circulate published reports to one or
more clients electronically. This electronic communication distribution is discretionary and is done only after the report has been publically
disseminated via RJ's internal proprietary websites. The level and types of communications provided by Raymond James associates to clients
may vary depending on various factors including, but not limited to, the client's individual preference as to the frequency and manner of receiving
communications. For reports, models, or other data available on a particular security, please contact your Raymond James representative or
financial advisor or visit for RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access & raymondjames.ca.

Raymond James’ policy is to update reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated in a report. Raymond James' policy is only to publish reports that are
impartial, independent, clear, and fair and not misleading. Any information relating to the tax status of the securities discussed in this report is
not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular
circumstances from an independent tax professional.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,
authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party
website or the collection or use of information regarding any website's users and/or members. Raymond James has not reviewed any such third-
party websites and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to
Raymond James’ own website material) is provided solely for your convenience and information, and the content of any such website does not
in any way form part of this report. Accessing such website or following such link through this report or Raymond James’ website shall be at your
own risk. Additional information is available on request.

All right, title, and interest in any Raymond James reports is the exclusive property of Raymond James Financial, Inc. and its affiliates, except as
otherwise expressly stated. Raymond James®is the registered trademark of Raymond James Financial, Inc. All trademarks, service marks, slogans,
logos, trade dress and other identifiers, third-party data and/or market data (“intellectual property”) displayed in the Raymond James reports
are the property of Raymond James, or of other parties. The names of other companies and third-party products or services or other intellectual
property mentioned in the Raymond James reports may be the copyright, trademarks, or service marks of their respective owners. U.S. and foreign
copyright, trademark, common law rights and statutes protect this intellectual property. You are prohibited from using any intellectual property
for any purpose including, but not limited to, use on other materials, in presentations, as domain names, or as metatags, without the express
written permission of Raymond James or such other party that may own the marks.

Notice to RJA PCG Financial Advisors - Non-U.S. securities discussed in this report are generally not eligible for sale in the U.S. unless they are
listed on a U.S. securities exchange. This report may not be used to solicit the purchase or sale of a security in any state where such a solicitation
would be illegal. By accessing this report, you agree to not solicit the purchase or sale of any security mentioned in the report that is not listed
on a U.S. securities exchange, or is not otherwise registered under applicable state Blue Sky laws. Furthermore, you acknowledge that you will
be solely responsible for any and all costs associated with the rescission of trades in unregistered securities. Please contact the International
Research Liaison with any questions at 727.567.5559.

Ratings and Definitions

RJA (U.S.) Definitions: Strong Buy (SB1) The security is expected to appreciate, produce a total return of at least 15%, and outperform the S&P
500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least
15% is expected to be realized over the next 12 months. Outperform (M0O2) The security is expected to appreciate or outperform the S&P 500
over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used
for securities where Raymond James is comfortable with the relative safety of the dividend and expects a total return modestly exceeding the
dividend yield over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P 500 over
the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform (MU4) The security is
expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The security’s rating and
price target have been suspended temporarily. This action may be due to market events that made coverage impracticable or to comply with
applicable regulations or firm policies in certain circumstances. When a security’s research coverage has been suspended, the previous rating and
price target are no longer in effect for this security, and they should not be relied upon.

RJL (Canada) Definitions: Strong Buy (SB1) The security is expected to appreciate and produce a total return of at least 15% and outperform
the S&P/TSX Composite Index over the next six to 12 months. Outperform (M02) The security is expected to appreciate and outperform the S&P/
TSX Composite Index over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P/
TSX composite Index over the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform
(MU4) The security is expected to underperform the S&P/TSX Composite Index or its sector over the next six to 12 months and should be sold.
Suspended (S) The security’s rating and price target have been suspended temporarily. This action may be due to market events that made
coverage impracticable or to comply with applicable regulations or firm policies in certain circumstances or may otherwise have a perceived
conflict of interest. When a security’s research coverage has been suspended, the previous rating and price target are no longer in effect for this
security, and they should not be relied upon.
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Coverage Universe Rating Distribution* | Investment Banking Relationships
RJA RJL RJA RJL
Strong Buy and Outperform (Buy) 599 | 63% 198 | 79% 195 | 33% 4| 37w
Market Perform (Hold) 326 | 34% 51| 20% 50 | 15% o | 18%
Underperform (Sell) 24 | 3% 2 | 1% 50| 21% o | o%
Total Number of Companies 949 100% 251 100% 250 100% 83 100%

* Columns may not add to 100% due to rounding.

* Total does not include companies with a suspended rating.

RJA Suitability Ratings (SR)

Moderate Risk/Provide Income (M/INC) Larger capitalization, lower volatility (beta) equities of companies with sound financials, consistent
earnings, and dividend yields meaningfully above that of the S&P 500. Many securities in this category are structured with a focus on providing
a consistent dividend or return of capital. Moderate Risk/Wealth Accumulation (M/ACC) Larger capitalization equities of companies with
sound financials, consistent earnings growth, the potential for long-term price appreciation, and often a dividend yield. Moderately Aggressive
Risk/Provide Income (MA/INC) Generally equities of companies that are structured with a focus on providing a dividend meaningfully above
that of the S&P 500. These companies typically feature sound financials, positive earnings, and the potential for long-term price appreciation.
Moderately Aggressive Risk/Wealth Accumulation (MA/ACC) Generally equities of companies in fast growing and competitive industries with
less predictable earnings (or losses), potentially more leveraged balance sheets, rapidly changing market dynamics, and potential risk of principal.
Aggressive Risk/Provide Income (A/INC) Generally equities of companies that are structured with a focus on providing a meaningful dividend
but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive
issues, higher price volatility (beta), and meaningful risk of loss of principal. Securities of companies in this category may have a more volatile
income stream from dividends or distributions of capital. Aggressive Risk/Wealth Accumulation (A/ACC) Generally equities of companies with
a short or unprofitable operating history, limited or less predictable revenues, high risk associated with success, high volatility (beta), potential
significant financial or legal issues, and the meaningful risk of loss of principal.

RJL Suitability Ratings

RJL has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data from multiple vendors, and all data is
refreshed at least monthly. Accordingly, suitability ratings are updated monthly. The suitability rating shown on this report is current as of the
report's published date. In the event that a suitability rating changes after the published date, the new rating will not be reflected until the analyst
publishes a subsequent report.

International Disclosures

For clients of RJA: Any foreign securities discussed in this report are generally not eligible for sale in the United States unless they are listed on
a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or
sale of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the United States,
including ADRs, may entail certain risks.

The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting requirements of the U.S. Securities and Exchange
Commission. There may be limited information available on such securities. Investors who have received this report may be prohibited in certain
states or other jurisdictions from purchasing the securities mentioned in this report. Please ask your RJA financial advisor for additional details
and to determine if a particular security is eligible for purchase in your state or jurisdiction.

For clients of RJFS: This report was prepared and published by Raymond James and is being provided to you by RJFS solely for informative
purposes. Any person receiving this report from RJFS should direct all questions and requests for additional information to their RJFS financial
advisor.

For RJA and RJFS clients in Canada: In the Canadian provinces of Alberta, British Columbia, New Brunswick, Ontario and Quebec (collectively,
the “Canadian Jurisdictions”), both RJA and RJFS are relying on the international dealer exemption (the “IDE”), and RJA is also relying on
the international adviser exemption (the “IAE”), pursuant to sections 8.18 and 8.26 of National Instrument 31-103 Registration Requirements,
Exemptions and Ongoing Registrant Obligations (“NI 31-103”). RJA and RJFS are not registered to make a trade nor is RJA registered to provide
advice in the Canadian Jurisdictions. Neither RJA nor RJFS are members of the Investment Industry Regulatory Organization of Canada.

This report is intended solely for residents of the Canadian Jurisdictions who are permitted clients as set forth in NI 31-103. Neither RJA, RJFS
nor their representatives are making an offer to sell or soliciting an offer to buy any security issued by an issuer incorporated, formed or created
under the laws of Canada (“Canadian issuers”) and discussed in this report. Any trades by permitted clients in any securities of Canadian issuers
(whether listed on a U.S., Canadian or other exchange) discussed in this report may not be made through a relationship with RJA or RJFS and
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shall be directed to RJL for execution. Relationships with clients residing in Canadian Jurisdictions for trading in securities of Canadian issuers
must be established through a Canadian registered firm, such as RJL. For additional information regarding establishing a relationship with RJL,
Canadian clients should contact 1-888-545-6624.

For clients of RJL: In the case where there is Canadian analyst contribution, the report meets all applicable IIROC disclosure requirements. RJL
is a member of the Canadian Investor Protection Fund.

For clients of RJFI: This report is prepared for and distributed by RJFI, and any investment to which this report relates is intended for the sole
use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in the FCA rules
or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, unincorporated associations, etc.) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any other person to whom this promotion may lawfully
be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by
such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For clients of RJIS: This report is prepared for and distributed by RJIS, and is for the use of professional investment advisers and managers and
is not intended for use by retail clients.

For purposes of the FCA requirements, this report is classified as independent with respect to conflict of interest management. RJFl and RJIS are
authorised and regulated by the FCA.

For clients of Raymond James Euro Equities (RJEE): RJEE is authorised and regulated by the Autorite de Controle Prudentiel et de Resolution
and the Autorite des Marches Financiers. As of 30 November, 2020, RJEE is an unaffiliated entity of Raymond James. RJEE is located at SAS, 45
Avenue George V, 75008, Paris, France, +33 1 45 61 64 90. This report is prepared for and distributed by RJEE pursuant to an agreement with
Raymond James, and any investment to which this report relates is intended for the sole use of the persons to whom it is addressed, being persons
who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de ['Autorite des
Marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For recipients in Brazil: This is a strictly privileged and confidential communication between Raymond James & Associates and its selected
clients. This communication contains information addressed only to specific individuals in Brazil and is not intended for distribution to, or use
by, any person other than the named addressee. This communication (i) is provided for informational purposes only, (ii) should not be construed
in any manner as any solicitation or offer to buy or sell any investment opportunities or any related financial instruments, and (iii) should not be
construed in any manner as a public offer of any investment opportunities or any related financial instruments. If you are not the named addressee,
you should not disseminate, distribute, or copy this communication. Please notify the sender immediately if you have mistakenly received this
communication.

The investments analyzed in this report may not be offered or sold to the public in Brazil. Accordingly, the investments in this report have not been
and will not be registered with the Brazilian Securities and Exchange Commission (Comissédo de Valores Mobiliarios, the “CVM”), nor have they
been submitted to the foregoing agency for approval. Documents relating to the investments in this report, as well as the information contained
therein, may not be: (i) supplied to the public in Brazil, as the offering of investment products is not a public offering of securities in Brazil; nor (ii)
used in connection with any offer for subscription or sale of securities to the public in Brazil.

For clients in Australia: Despite anything in this report to the contrary, this report is prepared for and distributed in Australia by RJFI with the
assistance of RJA, and RJA at times will act on behalf of RJFI. This reportis only available in Australia to persons who are “wholesale clients” (within
the meaning of the Corporations Act 2001 (Cth)) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed
on to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature
only and has been prepared without taking into account the objectives, financial situation, or needs of the individual recipient. RJFI and RJA
do not hold an Australian financial services license. RJFI is exempt from the requirement to hold an Australian financial services license under
the Corporations Act 2001 (Cth) in respect of financial services provided to Australian wholesale clients under the exemption in ASIC Class Order
03/1099 (as continued by ASIC Corporations (Repeal and Transitional) Instrument 2016/396). RJFl is regulated by the UK FCA under UK laws, which
differ from Australian laws. RJA is acting on behalf of RJFI with respect to distribution and communications related to this report.

For clients in New Zealand: In New Zealand, this report is prepared for and may only be distributed by RJFI to persons who are wholesale clients
pursuant to Section 5C of the New Zealand Financial Advisers Act 2008.

Proprietary Rights Notice

By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by Raymond
James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or commercially exploit
the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express written consent of
Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.
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This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other intellectual
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec. 501 et. seq., provides for civil and criminal penalties for
copyright infringement. No copyright claimed in incorporated U.S. government works.

© 2021 Raymond James Financial, Inc. All rights reserved.
© 2021 Raymond James & Associates, Inc.

© 2021 Raymond James Ltd., Member Canadian Investor Protection Fund
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David Strauss +1 212 526 5580 david.strauss@barclays.com BCI, US Completed: 09-Feb-22, 12:07 GMT
Colin Canfield +1 312 609 4024 colin.canfield@barclays.com BCI, US Released: 09-Feb-22, 12:07 GMT
Bradley Barton, CFA +1 212 526 9019 bradley.barton@barclays.com BCI, US
Joshua Korn +1 212 526 3283 joshua.korn@barclays.com BCI, US

Triumph Group Inc
Further Organic Revenue Decline; Generates Slight Positive FCF

Stock Rating/Industry View: Underweight/Neutral
Price Target: USD 20.00

Price (08-Feb-2022): USD 19.98

Potential Upside/Downside: 0%

Tickers: TGI

Q3 adjusted EPS at $0.21/$0.11 GAAP

Q3 compares to our model at $0.22 and consensus at $0.20. 25% revenue decline (-5% organic) below our -13% (flat organic) while adjusted segment EBIT margin at
13.1% was below our 13.3% with lower tax rate offsetting. Adjusted results exclude $0.07 restructuring costs and $0.03 debt extinguishment loss. Systems & Support
revenue declined 11% YOY (-5% sequentially), with 20.2% adjusted EBITDAP margin vs 18.2% in Q2. Q3 FCF at $7M, above our -$3M usage. TGI's backlog was at $1.95B,
up $10M sequentially. TGI had $206M cash on hand at the end of Q3, with $1.58B in gross debt, ~$30M lower from Q2.

FY22 Guidance: Adj EPS guidance raised $0.07 to $0.80-0.90 compares to Barclays at $0.75 and consensus $0.76. Revenue lowered by $50M to ~$1.5B vs Barclays at

$1.6B and consensus at $1.5B. CFO use increased to bottom end of range at ~$125M from $110-125M and FCF use increased ~$150M from $135-150M vs Barclays -$149M
and consensus -$144M.

We will look for more color on the 8:30am conference call. Dial domestic +1 (888) 255-5185, international +1 (281) 973-6499.

Q3 Key Metrics

Actual EBarclays Estimate Difference
Sales (M) 319 370 -51
Adj Operating Margin 10.3% 9.7% 0.6%
Recurring EPS 50.21 $0.22 -50.01 WESCO_UCC00003234
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Restricted - External

Analyst(s) Certification(s):

I, David Strauss, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the subject securities or issuers
referred to in this research report and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in
this research report.

Important Disclosures:

Barclays Capital Inc. and/or one of its affiliates does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.

Barclays Research is produced by the Investment Bank of Barclays Bank PLC and its affiliates (collectively and each individually, "Barclays"). All authors contributing to this
research report are Research Analysts unless otherwise indicated. The publication date at the top of the report reflects the local time where the report was produced and
may differ from the release date provided in GMT.

Availability of Disclosures:

Where any companies are the subject of this research report, for current important disclosures regarding those companies please refer to
https://publicresearch.barclays.com or alternatively send a written request to: Barclays Research Compliance, 745 Seventh Avenue, 13th Floor, New York, NY 10019 or call
+1-212-526-1072.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total revenues, a portion of which is
generated by investment banking activities, the profitability and revenues of the Markets business and the potential interest of the firm's investing clients in research with
respect to the asset class covered by the analyst.

Analysts regularly conduct site visits to view the material operations of covered companies, but Barclays policy prohibits them from accepting payment or reimbursement
by any covered company of their travel expenses for such visits.

Barclays Research Department produces various types of research including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis, and
trade ideas. Recommendations contained in one type of Barclays Research may differ from those contained in other types of Barclays Research, whether as a result of
differing time horizons, methodologies, or otherwise.

In order to access Barclays Statement regarding Research Dissemination Policies and Procedures, please refer to https://publicresearch.barcap.com/S/RD.htm. In order to
access Barclays Research Conflict Management Policy Statement, please refer to: https://publicresearch.barcap.com/S/CM.htm. WESCO_UCC00003235
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Risk Disclosure(s)

Master limited partnerships (MLPs) are pass-through entities structured as publicly listed partnerships. For tax purposes, distributions to MLP unit holders may be treated
as a return of principal. Investors should consult their own tax advisors before investing in MLP units.

Disclosure(s) regarding Information Sources

Copyright © (2022) Sustainalytics. Sustainalytics retains ownership and all intellectual property rights in its proprietary information and data that may be included in this
report. Any Sustainalytics’ information and data included herein may not be copied or redistributed, is intended for informational purposes only, does not constitute
investment advice and is not warranted to be complete, timely and accurate. Sustainalytics’ information and data is subject to conditions available at
https://www.sustainalytics.com/legal-disclaimers/

Bloomberg® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively "Bloomberg”) and the Bloomberg Indices are trademarks of
Bloomberg. Bloomberg or Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Bloomberg does not approve or endorse this material, or guarantee the
accuracy or completeness of any information herein, or make any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent
allowed by law, Bloomberg shall have no liability or responsibility for injury or damages arising in connection therewith.

Mentioned Stocks (Ticker, Date, Price)

Triumph Group Inc (TGI, 08-Feb-2022, USD 19.98), Underweight/Neutral, CD/CE//K/M

Valuation Methodology: Our $20 price target reflects a 10x EBITDA multiple on our 2024 estimates discounted back one year (~$270M).

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: The Aerospace stocks have historically been highly cyclical, and
are subject to the risk of a downturn in aircraft production rates or airline traffic, which could materially impact results. Aerospace programs often involve large up-front
investments in R&D, working capital and initial losses, which might not be recovered depending on ultimate demand for the aircraft.

TGI may sell non-core AS for substantially more than our estimate ($550M) and margins may improve faster than our forecast.

Ratings and Price Target History:

Triumph Group Inc
Currency=USD
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Source: IDC, Barclays Research

Publication Date Closing Price* Rating Adjusted Price Target
14-Nov-2021 21.73 20.00

16-Mar-2021 18.34 17.00

04-Dec-2020 15.95 12.00

20-Mar-2020 4.81 2.00

15-Nov-2019 28.49 23.00

23-Aug-2019 21.24 Underweight 20.00

On 09-Feb-2019, prior to any intra-day change that may have been published, the rating for this security was Equal Weight, and the adjusted price target was 23.00.
Source: Bloomberg, Barclays Research

*This is the closing price referenced in the publication, which may not be the last available closing price at the time of publication.

Historical stock prices and price targets may have been adjusted for stock splits and dividends.

Unless otherwise indicated, prices are sourced from Bloomberg and reflect the closing price in the relevant trading market, which may not be the last available closing price
at the time of publication.
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A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly disclosed offer of securities of the issuer in the previous 12 months.
B: An employee or non-executive director of Barclays PLC is a director of this issuer.

CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by this issuer.

CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by this issuer. WESCO UCC00003237
D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from this issuer in the past 12 months. -

E: Barclays Bank PLC and/or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer within the next 3 months.
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EU regulations.

FC: Barclays Bank PLC and/or an affiliate beneficially owns a short position of more than 0.5% of a class of equity securities of this issuer, as calculated in accordance with
EU regulations.

FD: Barclays Bank PLC and/or an affiliate beneficially owns 1% or more of a class of equity securities of this issuer, as calculated in accordance with South Korean
regulations.

GD: One of the Research Analysts on the fundamental credit coverage team (and/or a member of his or her household) has a long position in the common equity securities
of this issuer.

GE: One of the Research Analysts on the fundamental equity coverage team (and/or a member of his or her household) has a long position in the common equity securities
of this issuer.

H: This issuer beneficially owns more than 5% of any class of common equity securities of Barclays PLC.

I: Barclays Bank PLC and/or an affiliate is party to an agreement with this issuer for the provision of financial services to Barclays Bank PLC and/or an affiliate.

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities of this issuer and/or in any related derivatives.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation (including compensation for brokerage services, if applicable) from this
issuer within the past 12 months.

L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

M: This issuer is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC and/or an affiliate.

N: This issuer is, or during the past 12 months has been, a non-investment banking client (non-securities related services) of Barclays Bank PLC and/or an affiliate.

O: Not in use.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 12 months, provided services to the subject company for remuneration, other
than normal course investment advisory or trade execution services.

Q: Barclays Bank PLC and/or an affiliate is a Corporate Broker to this issuer.

R: Barclays Capital Canada Inc. and/or an affiliate has received compensation for investment banking services from this issuer in the past 12 months.

S: This issuer is a Corporate Broker to Barclays PLC.

T: Barclays Bank PLC and/or an affiliate is providing equity advisory services to this issuer.

U: The equity securities of this Canadian issuer include subordinate voting restricted shares.

V: The equity securities of this Canadian issuer include non-voting restricted shares.

Guide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below) relative to other
companies covered by the analyst or a team of analysts that are deemed to be in the same industry (“the industry coverage universe”). To see a list of companies that
comprise a particular industry coverage universe, please go to https://publicresearch.barclays.com.

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or Negative (see definitions below).
A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors should carefully read the entire research report including the
definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12-month investment horizon.
Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month investment horizon.
Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to comply with applicable
regulations and/or firm policies in certain circumstances including where the Investment Bank of Barclays Bank PLC is acting in an advisory %E§894HGQRQW
strategic transaction involving the company.



Industry View
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Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Distribution of Ratings:

Barclays Equity Research has 1765 companies under coverage.

51% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 52% of companies with this rating are
investment banking clients of the Firm; 70% of the issuers with this rating have received financial services from the Firm.

34% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 42% of companies with this rating
are investment banking clients of the Firm; 68% of the issuers with this rating have received financial services from the Firm.

13% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 34% of companies with this rating
are investment banking clients of the Firm; 63% of the issuers with this rating have received financial services from the Firm.

Guide to the Barclays Research Price Target:
Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will trade in the next 12
months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price target over the same 12-month period.

Top Picks:

Barclays Equity Research's "Top Picks" represent the single best alpha-generating investment idea within each industry (as defined by the relevant "industry coverage
universe"), taken from among the Overweight-rated stocks within that industry. While analysts may highlight other Overweight-rated stocks in their published research in
addition to their Top Pick, there can only be one "Top Pick" for each industry. To view the current list of Top Picks, go to the Top Picks page on Barclays Live
(https://live.barcap.com/go/keyword/TopPicks).

To see a list of companies that comprise a particular industry coverage universe, please go to https://publicresearch.barclays.com.

Types of investment recommendations produced by Barclays Equity Research:

In addition to any ratings assigned under Barclays’ formal rating systems, this publication may contain investment recommendations in the form of trade ideas, thematic
screens, scorecards or portfolio recommendations that have been produced by analysts within Equity Research. Any such investment recommendations shall remain open
until they are subsequently amended, rebalanced or closed in a future research report.

Barclays may also re-distribute equity research reports produced by third-party research providers that contain recommendations that differ from and/or conflict with those
published by Barclays’ Equity Research Department.

Disclosure of other investment recommendations produced by Barclays Equity Research:

Barclays Equity Research may have published other investment recommendations in respect of the same securities/instruments recommended in this research report
during the preceding 12 months. To view all investment recommendations published by Barclays Equity Research in the preceding 12 months please refer to
https://live.barcap.com/go/research/Recommendations.

Legal entities involved in producing Barclays Research:

Barclays Bank PLC (Barclays, UK)

Barclays Capital Inc. (BCI, US)

Barclays Bank Ireland PLC, Frankfurt Branch (BBI, Frankfurt)
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Disclaimer:

This publication has been produced by Barclays Research Department in the Investment Bank of Barclays Bank PLC and/or one or more of its affiliates (collectively and
each individually, "Barclays").

It has been prepared for institutional investors and not for retail investors. It has been distributed by one or more Barclays affiliated legal entities listed below or by an
independent and non-affiliated third-party entity (as may be communicated to you by such third-party entity in its communications with you). It is provided for information
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partners, or employees have any liability for (a) any special, punitive, indirect, or consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or
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Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to be reliable, but
Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoever as to, the information or
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Triumph Group, Inc.
Upgrade to Buy: A Turnaround 6 Years in the Making

February 13, 2022

Key Takeaway

We upgrade TGl to Buy from Hold w/ visibility to positive FCF following the last
divestiture this month. Revenues, profit, FCF are all set to inflect. This has been a process
6 years in the making as the mgmt team had to unwind / divest 'bad’ contracts over that
term. As such the Structures business contracted from $2.6BB of revenue in 2016 to
$132MM or 95% slated for FY23. The end of a multi-year portfolio reshaping under a
mgmt team unlocks the SOTP of $26.

5 Reasons for Upgrade: 1) Restructuring complete as mgmt has divested $1.1BB in sales
over the past 3 yrs (Ex 4); 2) Rev growth accelerates from 3% in FY22 to 8% in FY23 on
improving N/B rates; 3) EBITDA margins inflect from 11.6% in FY22 to 14.6% in FY23 on
vol and restructuring actions; 4) FCF improves from a use of $150MM in FY22 to $58MM
generated in FY23 given absence of 1X items; and 5) Valuation: If we consider our FY24
EBITDA TGl at a slight disct to peers’ 14X, shares could be valued at $26 on a SOTP (Ex
12); this is based on ests ~20% below mgmt's targets. If we assume mgmt targets are
achieved and a peer multiple, shares could be valued at $36 (Ex 1).

Raising FY22 EPS Est. to $0.81 from $0.68 Based on Better Profitability. Revs contracted
5% organically in FQ3 turning to 9% implied growth for FQ4 due to military shipments
deferred due to supply chain. We expect FY22 (Mar YE) adj EBITDA margins of 11.6%
(10.8% YTD), up from 8.5% in FY21 reflecting absence of loss-making programs in H2.

At the End of Structures Restructuring. Structures revs fall to $132MM in FY23E from
$423MM in FY22E. This compares to revs of $1.6BB just in FY20 as TGl has divested
7 businesses or 50% of legacy sales. The decline includes the divestiture of Stuart
($250MM) to Daher Aerospace expected to close by June 2022. The Interiors business
is likely $120MM in FY22 (or $250MM pre-COVID) set to grow 9% organically in FY23 w/
primary shipset content to include MAX (§200K per shipset) and 787 ($200K).

'Clean’ Structures Margins of 3.9% and 18.3% for Systems in FY22. Structures (30% of
sales) profitability could rise to LSD in FY23E to 5.3% in FY24E with normalized vols for
Interiors supported by the high op leverage on the MAX w/ rates at ~26/mo today to 31/
mo in FY23E. In TSS we est 90 bps of expansion for FY23 to 19.9% from 19.0% in FY22
supported by price negotiations. TGl targets doubling EBITDA from FY22 to FY25. This
implies ~§300MM of FY25 EBITDA, with our est 19% below at $242MM of FY25 EBITDA
on a 15.8% margin vs 14.6% in FY23. Each 100bps of EBITDA is worth $15MM to FCF
and $2/share (Ex 9).

FCF Turns with $58MM Generated in FY23E. FCF usage of $150MM in FY22E improves
to $58MM generated in FY23E (Ex 8) and $73MM in FY24. Cash losses on the B747,
restructuring, and customer advances repayments total $166MM of outflow in FY22.
These items come to an end after a decade in FY23, assuming the unwind of $103MM
of BA advances from $150MM (est. 0.6X sales) of Stuart proceeds. The remainder of the
FCF bridge comes improved WC ($20MM) and NI (§22MM). We now est positive FCF in
FY23 from FY24 prior.
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Rating | Target | Estimate Change

USA | Aerospace & Defense Electronics

RATING 4 BUY (FROM HOLD)
PRICE $21.05*
MARKET CAP $1.1B
PRICE TARGET (PT)  $26.00 (FROM $20.00)
UPSIDE SCENARIO PT $36.00
DOWNSIDE SCENARIO PT $12.00

APrior trading day's closing price unless
otherwise noted.
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TRIUMPH GROUP, INC. (TGI)

Estimates
usD 2021A 2022E 2023E 2024E
Rev. (MM) 1,870.0 ¥ 1,497.9 ¥ 12837 ¥ 1,395.7
Previous 1,530.0 1,417.0 1,5633.0
EBITDA (MM) 159.0 ¥ 1740 1870 ¥ 2120
Previous 177.0 183.0 216.0
Total FCF (MM) (198.0) ¥ (150.0) 580 1 730
Previous (143.0) (11.0) 53.0
Consensus EPS (0.13) 0.77 Y17 1.66
Previous 1.19
EPS
Q1 (0.19) 0.09A 0.16
Previous
Q2 (0.08) 0.10A 0.15
Previous
Q3 0.09 0.21A 0.15
Previous
Q4 0.10 4 0.40 0.35
Previous 0.29
FY Mar (0.03) 4 0.81 ¥ 0.80 ¥ 1.00
Previous 0.68 0.95 1.30
Valuation

2021A 2022E 2023E 2024E
FY P/E GAAP 6.4x
EV/Rev 1.3x 1.6x 1.9x 1.8x
P/Rev 0.6x 0.7x 0.8x 0.8x
EV/EBITDA 15.5x 14.1x 13.2x 11.6x
FCF YId NM NM 5.46% 6.87%
FYP/E NM 26.0x 26.3x 21.1x

Market Data Financial Summary

52-Week Range: $24.53-813.80  Long-Term Debt (MM) $1,605.2
Total Entprs. Value $2.5B  Cash & ST Invest. (MM) $206.1
Avg. Daily Value MM (USD) 15.36
Insider Ownership 1.8%
Institutional Ownership 92.6%
Float (%) 126.2%

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

The Long View

| Scenarios

Base Case

* Revenue declines 14% in FY23 (+9% organic) with 9%
organic growth in FY24.

* Aerospace Structures revenue is up 9% organic in FY23
(-69% total due to divestitures) vs 4% organic growth
in FY22.

* Adj. EBITDA margins expand to 15.2% in FY24 driven
by cost-reduction benefits from restructuring and
volumes ramping.

* Price Target: $26 based on a 13.4X blended peer
average SOTP EV/EBITDA multiple on FY24E of
$212MM.

* PT implies a 40% premium to the historical 30%
discount to the S&P on a EV/EBITDA basis, which
reflects lower EBITDA due to COVID, as well as
the change in business mix and exit of loss-making
programs.

Upside Scenario

* Revenue expands by 15% organically in FY24 given
growth in commercial and military content.

* Higher margin commercial AM comprises larger
portion of mix growing ahead of expectations.

* Company drives improvement across core programs
and receives payback from cost-restructuring
program.

* EBITDA on track for FY25 target.

* Price Target: $36 based on a ~14X EV/EBITDA (peer
average) on FY24 EBITDA of $252MM.

* PT implies a 40% premium to the historical 30%
discount to the S&P on a P/E basis, which reflects
lower EV/EBITDA due to COVID, as well as the change
in business mix and exit of loss-making programs.

Downside Scenario

* Revenues expand modestly at 5% organically in FY24
as volumes in aerospace and military do not fully
recover to prior peak.

* Commercial AM growth lags expectations and new
product wins decelerate.

* EBITDA margins of 13.3% as TGl fails to deliver on
margin expansion opportunities.

+ FY24 EBITDA of $179MM with EV/EBITDA of ~11X
(15% discount to market); Price Target: $12.

* PT implies a 25% premium to the historical 30%
discount to the S&P on a EV/EBITDA basis, which
reflects lower EBITDA due to COVID, as well as
the change in business mix and exit of loss-making
programs.

Investment Thesis / Where We Differ

* FY22 rounds out the divestiture strategy (~7 of legacy
sales already divested) with the recently announced
sale of the Stuart facility, with the proceeds covering
the remaining $103MM of BA advance repayments.
FCF generation should inflect in FY23 to $58MM given
the absence of BA advance repayments, the 747 wind-
down, and restructuring costs. Visibility to positive FCF
and the end of divestitures removes an overhang to our
SOTP fair value of $26.

| Catalysts

February 13,2022

Please see important disclosure information on pages 23 - 28 of this report.
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Recently announced Stuart sale proceeds offset
remaining $103MM of BA advance repayments, with
FCF inflecting in FY23 to $58MM of generation.

MAX production rates improve and 787 begins to ship.
EBITDA margin expansion from mix (higher AM
contribution) and productivity improvements. Upside
from target of ~$300MM of EBITDA by 2025.

Content wins on commercial platforms and military
programs.

Upside from incremental debt paydown given next
maturity in 2024.

February 13,2022
Please see important disclosure information on pages 23 - 28 of this report.
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Investment Considerations

In this report we highlight the following:

1. Backlog Up as TGl Works to Re-grow Business
2. Organic Sales Continues in FY23 with 8% Growth vs. 2% in FY22
® a) Aerospace Structures (28% of FY22E Rev): Set to Re-size in FY23E
Following Final Divestiture
®  b) Systems and Support (72% of FY22E Rev): 7% Organic Growth in FY23E
3. Settlement of BA Repayments in FY22 Causes FCF Inflection in FY23
4. Price Target and Valuation

1. Backlog Up as TGl Works to Re-grow Business

Backlog of $1.95BB included $1.13BB to be shipped in the next 12 months. Backlog
contracted 14% y-0-y, and was up 1% sequentially including divested backlog. The decline
was driven by divestitures, sunsetting programs, and production rate reductions, with a
partial benefit coming from military programs in Systems and Support as military was up
slightly. The B767 backlog is ~$429MM, which is within the Stuart facility related to the
KC-46 with the divestiture closing by the end of FQ1:23. TGI has recorded $2BB of new
orders YTD with a B2B of 1.2X.

TGI has announced several wins in the past year including:

December 2021: TGl Actuation Products & Services was awarded production
contract extensions with BA Commercial Airplanes to continue to manufacture
and deliver hydraulic and actuation equipment for the 737 MAX, 777, 777X, and
767 aircraft.

November 2021: TGl Mechanical Solutions was awarded a two-year contract to
design, develop, and manufacture the throttle quadrant assembly for the B-250
aircraft for Calidus Aerospace.

November 2021: TGl Geared Solutions was awarded a 10-year contract extension
to manufacture, assemble, and test complex gear boxes and loose gears to
support RR's engines on fixed wing and rotary platforms.

October 2021: TGl Interiors business was awarded a LT agreement to provide air
distribution system composite ducting and composite cockpit assemblies on the
777X as well as thermal-acoustic primary insulation systems for the 737 MAX, 767
Freighter, and 777, KC-46 tanker and P-8 Poseidon platforms.

October 2021: TGl and Air France KLM Engineering & Maintenance announced a JV
under the name xCelle Americas to overhaul nacelles for new generation aircraft
including B787, B737 MAX, A320neo, and A350 aircraft for operators in North and
South America.

October 2021: TGI Actuation Products & Services announced a contract with Sine
Draco Aviation Technology to design, develop, and manufacture the main deck
cargo door lift actuator and hydraulic power pack assembly for A320-200 SDF
passenger to freighter conversions.

June 2021: TGl Actuation Products & Services announced an agreement to provide
hydraulic utility actuation valves to LMT for F-35 readiness at the USMC Air Station
Cherry Point. This is an extension of a contract signed in 2014 to provide OE and
AM HUAV parts for the F-35 program with an additional 5 years.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

February 13,2022
Please see important disclosure information on pages 23 - 28 of this report.
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®  June 2021: TGl was awarded a repair and overhaul services agreement with BA for
engine driven pumps on the AH-65 Apache as part of a long term agreement for the
BA Vertical Lift Sustainment Depot Program. The contract extends through 2024.

®  May 2021: TGl Product Support was awarded multiple contract extensions
with BA Commercial Airplanes for critical system components including
hydraulic components across multiple programs. The three contract extensions
include landing gear hydraulic locking actuators, transducers, and control valve
components for the B787.

®  May 2021: TGl Product Support was awarded a seven-year agreement with
Collins Aerospace for repair services on various environmental control system
components for multiple BA programs. TGl will offer systems such as actuation,
hydraulic and fueling systems, geared solutions, and MRO.

®  May 2021: TGI Aviation Services Asia signed a MoU with Thai Aviation Industries
(TAl) to cooperate on a wide range of training, business development, and
maintenance services including composite training for Diamond DA40 and DA62
aircraft maintenance. TAl conducts repairs and overhauls on a wide range
of aircraft structures and components including engine nacelles, flight control
surfaces, and various aircraft accessories.

®  March 2021: TGI Systems and Support awarded a two-year contract to maintain
ground support equipment (GSE) for the KC-46 program. TGl will provide
services for critical ground support equipment used for aircraft maintenance and
operations through October 2023.

e January 2021: TGl Systems was awarded the first and second LRIP contract from
LMT/Sikorsky to provide the blade fold actuation and dampening systems for the
CH-53K King Stallion helicopter to replace the US Marine Corp's aging fleet of
CH-53E Super Stallion. Deliveries are expected to extend through the end of 2021.

2. Organic Sales Continues in FY23 with 8% Growth vs.
2% in FY22

We expect FY22 sales of $§1.5BB, up 3% organically. Systems and Support rises 2%
organically on our estimates, while Structures expands 4% organically. On a reported
basis, sales are down 20% including a 48% decline for Structures given the divestiture of
composites and G650 businesses. The largest programs after the divestitures completed
in October are the A321, V-22, B737 and AH-64. TGl is diversifying platform and customer
exposure to support growth going forward, in part by actively pursuing work on military
platforms in both the OE and MRO space in order to offset commercial reductions.

Update on Strategic Review. On February 2nd, TGl announced an agreement to sell its
Stuart, FL operations to Daher Aerospace. The transaction is expected to close in the
first half of CY22. We est Stuart revs were in the $250MM range with normalized EBITDA
margins of 10%. This could imply proceeds in the $150MM range at 6X EBITDA or 0.6X
Sales. Stuart specializes in the manufacturer of large, complex metallic structures such as
the wing and fuselage assemblies. In aggregate, the facility is 485,000 sq ft and employs
~400 people. Key programs include 767 large structures, along with the 737 and 777
inboard flaps. The 767 structures are largely for KC-46 military aircraft. The business is
modestly cash positive with normalized EBITDA margins in the 10% range. We estimate
proceeds could be in the range of $150MM, which could be used to pay down the $103MM
of outstanding BA advance repayments remaining in FY23.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

February 13,2022
Please see important disclosure information on pages 23 - 28 of this report.
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Previous transactions include:

October 2021: On Oct 1st, TGl announced the sale of its Staverton, UK facility to
Ontic Engineering & Manufacturing UK, including the business, assets and select
product lines. Staverton generated ~$35MM in annual sales with proceeds of
$35MM, or 1X sales. $24MM of the proceeds were used to pay down the First Lien.
February 2021: On Feb 10th, TGl announced an agreement to sell its Red Oak, Texas
Operations to Arlington Capital Partners. The ops include both the facilities and
thermoplastic engineering capabilities. Arlington previously announced a deal to
acquire TGI's composite facilities operations. Red Oak, TX is a 1.1MM sq. foot
facility on 123 acres focused on empennages, wing design and manufacturing,
cabin & fuselage assemblies, nacelles and thrust reversers with capability in
automated riveting, string composites, composite tape laying and large autoclave
production. The facility serves both commercial and military programs, with the
BA T-X Trainer one large recent award. TGl previously manufactured the Global
7500 wing at Red Oak prior to transferring operations to Bombardier. We estimate
Red Oak revenues were in the $225MM range with normalized EBITDA margins
of 10%. The transaction closed in May 2021 in conjunction with the Composites
business for combined proceeds of $155MM net of related facility purchases and
other transaction costs.

August 2020: Announced the sale of its Composites business to Arlington Capital
Partners. The operations consist of two facilities: one in Milledgeville, GA and one
in Rayong, Thailand. The operations consist of structural and engine composite
fabrications and assemblies across commercial, biz jet, and defense. We estimate
annual revenue in the range of ~§100MM in FY21E, with proceeds in the range of
~$50MM. The transaction closed in May 2021 in conjunction with the Red Oak
business for combined proceeds of $155MM net of related facility purchases and
other transaction costs.

August 2020: After previously announcing the divestment of the G650/G700 wing
business to Gulfstream in May, TGl announced it divested its remaining work
including supply chain management, engineering services, inventory, facilities,
and personnel to Gulfstream. In total, we estimate TGl's G650/G700 business
generated ~§235MM of annual revenue in FY20. Cash proceeds were in the STMM
range from the sale, but there is a $50MM liquidation of inventory within operating
cash flows. The net proceeds were $52MM in total with ~§10MM of the inventory
liquidation recognized in FQ3.

Jan. 2020: Completed the sale of its Nashville-based assembly operations to TECT
Aerospace. The operations consist of machining, processing, and large-scale
assembly for commercial aerospace platforms with annual revenue of $125MM in
FY19 (~8% of Aerospace Structures revenue). Proceeds were in the $50MM range.
Mar. 20719: NWI purchased TGI's metallics machining business (~§121TMM in FY18
revenue). The transaction closed on Mar. 8th, 2019.

Mar. 2019: TGI's forming and fabrication facilities (~§150MM in FY18 revenue)
were divested to Arlington Capital for an undisclosed amount. The transaction
closed on Mar. 31st, 2019.

Feb. 2019: TGI's Global 7500 Wing Program was divested for a nominal cash
consideration to BBD who will lease out TGI's Red Oak facility to complete the
program. The transaction closed on Feb. 6th, 2019.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

February 13,2022
Please see important disclosure information on pages 23 - 28 of this report.
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Exhibit 4 - TGl Has Divested 52% of Legacy Sales for $540MM in Proceeds
Divested Asset

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

Buyer Date Proceeds Sales EV/Sales % of TGI
Global 7500 Wing BBD 6-Feb-19 $0 $200 -- 6%
Forming and Fabrication Arlington Capital 31-Mar-19 $124 $150 0.8x 5%
Metallics Machining NWI 8-Mar-19 $124 $121 1.0x 4%
Nashville Assembly TECT Aerospace 2-Jan-20 $50 $125 0.4x 4%
G650/G700 Wings Gulfstream 4-Aug-20 $52 $235 0.2x 13%
Composites/Red Oak Arlington Capital 7-May-21 $155 $266 0.6x 18%
Staverton, UK Ontic 1-Oct-21 $35 $35 1.0x 2%
Total Completed $540 $1,132 0.5x 52%
Stuart, FL (estimated proceeds) Daher Aerospace H1-CY22 $150* $250 0.6x 17%
Source: Company data, Jefferies estimates
a) Aerospace Structures (28% of FY22E Rev): Set to Re-
size in FY23E Following Final Divestiture
Revenue Outlook: FQ3:22 sales grew 3% organically driven primarily by narrowbody rate
ramps, partially offset by the B787 production pause, which we estimate at a 5.5-pt
headwind to segment sales. We estimate the MAX was a 9-pt tailwind as an offset. Within
Structures, the 767 is the largest program in the commercial backlog followed by the
B777, G650, and A350. The G650 continues to be a high exposure program in the segment
backlog despite the transition out of wing assembly with higher-margin kitting business,
but this is in part due to the lower production rates for large commercial platforms.
The B777 and A350 will be higher exposure commercial platforms in backlog once rates
normalize. We forecast a 4% organic increase in FY22 with FY23 up 9% organically.
Post-divestitures, we estimate the interiors business is likely ~§120MM in annual sales
in FY22 with some return in volumes next year, growing 9% to $132MM in FY23 and 13%
growth in FY24. Management has stated that there is line of sight to >$175MM in the out
years as volumes on major programs fully recover. The bridge from $423MM to $132MM
includes the divestiture of Stuart (§250MM in annual sales) in addition to sunsetting
programs and the last remaining shipsets from Red Oak/composites (closed May 2021).
Exhibit 5 - Aerospace Structures Reset at ~$120MM Base w/ Organic Growth in FY23E
Revenue (USD in MM) FY19 FY20 FY21 FY22E FY23E FY24E FY25E
Commercial aerospace $1,021 $879 $482 $377 $131 $148 $176
Military 238 116 137 15 0 0 0
Business Jets 700 464 158 25 0 0 0
Regional 36 90 12 5 0 0 0
Non-aviation 28 0 0 0 0 0 0
Elims 33 7 24 0 0 0 0
Structures $2,062 $1,556 $813 $423 $132 $149 $177
Adjusted op. margin 1.4% 2.6% 2.7% 4.7% -6.0% -2.7% 1.0%
Adjusted EBITDAP margin 0.6% 6.6% 1.7% 5.7% 3.1% 5.3% 7.7%
YoY % Change
Commercial aerospace -37% -14% -45% -22% -65% 13% 19%
Military -66% -51% 19% -89% -100%
Business Jets 69% -34% -66% -84% -100%
Regional 95% 149% -87% -57% -100%
Non-aviation 9% -100% 0% 0% 0% 0%
% Change -26% -25% -48% -48% -69% 13% 19%
% Organic 10% 3% -32% 4% 9% 13% 19%
Source: Company data, Jefferies estimates
Profitability: We forecast adjusted operating margins remain under pressure through
FY23E but segment Adjusted EBITDAP margins increase as the amortization of acquired
contract liabilities headwind rolls off. The segment is expected to benefit from the strategic
divestitures going forward and the exit of loss-making programs. The business is changing
February 13,2022 7
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from build to print to more interiors work, which is under a significant amount of pressure
given COVID's downward effect on the industry. Stuart generated an adj. EBITDA margin
in the 10% range, while interiors is currently close to breakeven due to volume headwinds.

However, the operating leverage is linked to the MAX with profitability in the MSD range.
MAX rates are at 26/mo with a path toward 31/mo by the end of 2022, which will help to
accelerate profitability within the Interiors business at Structures.

Structures generated adj. EBITDA margin of -0.5% in FQ3, or 5.1% excluding the $4.6MM
restructuring expense recorded in the segment, which compares to a 9.0% margin in
FQ3:21. Restructuring in the quarter was related to the final B747 shipset delivered in the
quarter as well as the Spokane exit. Net unfavorable cum catch ups were $4.9MM in the
quarter. Adj EBITDA margins excluding cum catch ups and restructuring were 11.0%, with
our FY22 estimate implying adj EBITDA ex items at 3.9%. We assume 3.1% core margin in
FY23E and 0.3% margins in FQ4:22E.

TGl has completed its G280 and B747 work, closing out the last dilutive programs in the
business. The exit of the final loss-making programs and recent divestitures set Structures
up to improve to 5.7% adj. EBITDA margins in FY22E from 1.7% in FY21.

Long term, TGI targets low-teens adj. EBITDA margins for the business. Actions taken to
right-size the business and shift away from loss-making programs have resulted in a lower
cost base, which should support a more profitable business than pre-COVID once volumes
return.

If we look at the core EBITDA margin in Structures excluding restructuring and net favorable
or unfavorable cum catch ups, we can consider a 'core’ EBITDA margin underlying the
business. In FQ3, 'core’ EBITDA was 11.0% well above the reported -0.5%. In total for FY22,
we estimate 'core’ EBITDA at 3.9% given higher net favorable cum catch ups in FH1, which
compares to 5.7% reported. Our estimate of a 3.1% FY23E Structures margin is down 80 bps
from FY22 'core’ given the divestiture of Stuart, which typically generates ~10% margins,
with Interiors profitability expected to improve with operating leverage on key platforms
such as the MAX.

Exhibit 6 - FQ3 Structures Margins of 11% W/ Restructuring and Catch-Up Addbacks
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Source: Company data, Jefferies estimates
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b) Systems and Support (72% of FY22E Rev): 7% Organic
Growth in FY23E

Revenue Outlook: Systems and Support revenue fell 7.6% organically (-11% total) in FQ3,
with the decline roughly split down the middle between the 787 and deferred military
deliveries. Commercial Aero which accounts for 41% of segment sales was up 8% y-o-y,
with narrowbody production rates on the A320 and MAX as well as MRO services growth
(+12%) offsetting 787 headwinds related to the production pause. Military (49% of FY22E
sales) declined 22% in the quarter y-o-y, but should begin to see some benefit in FQ4 and
into FY23 as deferrals return.

FY22 revenue is expected to improve 2% organically. The improvement is driven by
Commercial Aerospace with our estimates factoring in a 9% organic recovery in FY22. The
sub-segment does include the 767, which is partially used for military applications through
the KC-46 tanker program. Military sales accounted for just 48% of segment sales in FQ3,
down slightly from 55% for FQ3:21, and should decline 3% on the year in our estimates.

The 22% decline in military sales included some B767 and V-22 shipments delayed due to
supply of small components. The V-22 in particular has had quality issues with a small
subcontractor, somewhat related to high turnover and labor challenges. The B767 has been
challenged due to casting supply. However, we assume some of the deferred shipments
are completed in FQ4 given the shipsets are largely complete in inventory, supporting a 3%
organic increase in military for FQ4.

Profitability: FQ3:22 Adjusted EBITDA margins of 20.2% expanded from 18.0% a year ago
driven by cost actions and supportive military profitability. FY21 EBITDA margins included
a $24MM inventory impairment, which fully reverses this year. There has also been margin
improvement from pre-COVID levels supported by facility consolidation. We forecast FY22
EBITDA margins improve to 19.0% from 14.9% in FY21 and migrate to 20.2% through
FY2025.

FQ4 includes another ~§10MM benefit from AMJP with $3MM recorded in FQ3, although
it will not repeat in 2023. This implies a 130 bps one-time benefit to FY22 with core
profitability expansion driven by pricing, operating leverage and operational improvements.

TGl has a long-term target of ~20% margins in Systems and Support and has set a
target to double total company EBITDA in three years (~§150MM today ex-divestitures
to $300MM). The three main levers in TSS to achieve this level of profitability include:
1) higher contribution of MRO and spares vs. OEM; 2) renegotiating contract work to
include price plus-ups; and 3) targeting 25% of sales from new products and customers.
Our estimate takes a discount to the FY25 target by 19%, which may be a source of upside
longer term.

TGl has stated its MRO margins could be >50% compared with OEM at 20%, which is the
main driver of margin expansion in the segment with our estimates assuming it reaches
20% margins by 2025. Management said the mix of AM rose to 32% of total company
aerospace sales vs. 24% previously, supporting margins in FQ3.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)
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Exhibit 7 - Systems and Support Revenue Above Peak Revenues in FY25

Revenue (USD in MM) FY19 FY20 FY21 FY22E FY23E FY24E FY25E
Commercial aerospace $731 $738 $397 $433 $502 $584 $683

Military 409 436 552 536 541 552 563

Business Jets 64 61 37 46 48 50 52

Regional 45 44 25 24 24 25 25

Non-aviation 27 37 31 31 31 31 31

Elims 50 34 15 6 6 6 6

Product Support $1,325 $1,358 $1,060 $1,075 $1,152 $1,247 $1,360

Adjusted op. margin 15.6% 10.7% 14.0% 16.4% 17.1% 17.5% 17.8%
Adjusted EBITDAP margin 15.7% 15.5% 14.9% 19.0% 19.9% 20.1% 20.2%
YoY % Change

Commercial aerospace -4% 1% -46% 9% 16% 16% 17%
Military 11% 7% 27% -3% 1% 2% 2%
Business Jets 17% -4% -40% 26% 4% 4% 4%
Regional -5% -4% -43% -5% 2% 2% 2%
Non-aviation 4% 39% -16% 0% 0% 0% 0%
% Change 5% 2% -22% 0% 6% 8% 9%
% Organic 6% 5% -22% 2% 7% 8% 9%

Source: Company data, Jefferies estimates

3. Settlement of BA Repayments in FY22 Causes FCF
Inflection in FY23

We forecast FCF use of $150MM in FY22, compared to FCF usage of $198MM in FY21. For
FQ3:22, TGl reported FCF of a $7MM inflow compared to the $186MM YTD outflow. Full-
year guidance was lowered to a $150MM outflow (implying $36MM of generation in Q4)
versus the prior range of an outflow of $135-150MM. Cash drags included the following:

¢ $63MM of BA advance repayments YTD ($21MM in FQ3).

e $32MM of B747 closeout costs YTD ($8MM in FQ3).

*  $25MM of customer settlements, which were completed in FH1.
e $20MM of restructuring costs YTD.

e $16MM of capex YTD with $25MM expected for full year.

The bridge between FY21 to FY22 includes:

®  FY22 BA advanced repayments guided at $84MM, or $21MM per quarter, up from
a total of $40MM in FY21. TGl has $103MM left of payments, which management
hopes to settle by year-end at a discounted amount using Stuart proceeds.

* TGl lowered its expected full year cash usage tied to the B747-8 to $37MM from
$55MM (implying $5MM use in Q4).

e Other headwinds to FY22 FCF include $25MM of customer settlements occurring
in FH1, which mostly offsets the $33MM of cash restructuring in FY21.

®  Pension contributions are a minor use of cash at just $5MM in FY22 and should
be minimal going forward.

In FY23, we estimate FCF inflects to generation of $58MM as BA advance repayments are
settled, pensions contributions are minimal, and 747 cash usage is completed. The bridge
between FY22 to FY23 includes:

e The absence of B747 losses (+$37MM y-o-y), cash restructuring (+$20MM), and
customer advance repayments (+$84MM).

®  BAadvance repayments are a tailwind to FCF vs. $84MM in FY22. We assume the
$103MM of outstanding advance repayments are covered by the proceeds from
the Stuart divestiture and settled by year-end FY22.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)
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® Interest expense falls to $138MM on our estimate from $140MM (plus $10MM
debt extinguishment costs), reflecting the $24MM repayment of debt following the
sale of the Staverton, UK facility.

e Core working capital is expected to improve $20MM y-o-y driven by inventory.
The B767 and V-22 program have faced supply chain headwinds, largely related
to quality at small subcontractors, which have led to higher inventory in FQ3:22.
Inventory is expected to begin to unwind in FQ4:22 and into FY23E.

Exhibit 8 - FCF Outlook ($MM) - Inflection in FY23 on Settling BA Repayments by End of
FY22 Using Stuart Proceeds

Free Cash Flow FY19 FY20 FY21 FY22E FY23E FY24E FY25E
GAAP Net Income ($323) ($28) ($451) ($4) $52 $66 $90
Income tax 5) 6 3 5 1 11 18
Interest 115 122 171 150 138 138 138
Loss on divestitures & other 235 68 128 14 0 0 0
Amortization of acquired contract liabilities (67) (75) (39) 5) 1) 1) 1)
D&A 150 204 385 50 46 46 46

Adjusted EBITDA $191 $297 $159 $174 $187 $212 $242
Net Change in WC (ex-Global 7500) 117 72 (22) 21 41 31 22
Global 7500 (in working capital) (188) 0 0 0 0 0 0
Global 7500 (development expense) (42) 0 0 0 0 0 0
Pension/OPEB Income (57) (39) (51) 0 0 0 0
Pension Contribution 87 (10) 2) (5) 2) ) 2)
SPR Payment for Tulsa Assets 8) (60) (52) 0 0 0 0
ETN Payment for Settlement 0 0 0 0 0 0 0
Tulsa Cash Outflow 0 0 0 0 0 0 0
747 Charge: Cash Forward Loss (27) 20 (10) 37) 0 0 0
NADEC Charge and other charges 0 0 0 0 0 0 0
Spokane Strike Costs 0 0 0 0 0 0 0
Cash Restructuring Costs 0 @) (33) (20) 0 0 0
Cash Advance Repayments (80) (60) (40) (84) 0 0 0
Cash Advances (Benefit to Cash) 0 0 0 (25) 0 0 0
Others (62) 27 0 0 0 0 0
Capex 47) (40) (25) (25) (30) (30) (30)
Interest (100) (122) (117) (150) (138) (138) (138)

Pre-tax FCF ($241) $54 ($193) ($150) $58 $73 $94
Cash tax rate 7% -8% -3% 0% 0% 0% 0%
Tax 18 3 (5) 0 0 0 0

FCE ($223) $57 ($198) ($150) $58 $73 $94

Source: Company data, Jefferies estimates

TGl has set a target of doubling total company EBITDA from FY22 to FY25 for the
continuing business. This implies an expansion from ~8§150MM in FY22E after subtracting
~$25MM of EBITDA related to Stuart, toward $300MM in FY25. Our estimate assumes
a slightly more moderate ramp to $242MM of EBITDA by FY25E on a 15.8% EBITDA
margin, expanding 420 bps over the period. Margin expansion is supported by improved
workforce engagement and virtual collaboration tools, as well as operating leverage on
higher volumes and price negotiations on contract renewals and the exit of lower margin
programs.

We consider the impact of EBITDA expansion on FY25 FCF dependent on both top line and
margin expansion. If we consider total company sales and EBITDA margin in FY25, FCF
could be as high as ~§160MM if EBITDA were to reach the $300MM target, or 71% upside
to our estimate of $94MM.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)
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Exhibit 9 - Each 100 bps of TGI EBITDA Margin Expansion Worth
$15MM to FY25 FCF

FY25 Sales ($MM)
$1,437 $1,537 $1,637 $1,737
$34  $47  $60  $72  $85
$49  $62  $76  $90  $103
$63  $78  $92  $107 $122
$77[_$93] $109 $124  $140
$92  $108 $125 $142| $159
$106 $124 $141] $150 $177
$120 $139 $158 $177 $195

Source: Company data, Jefferies estimates

Leverage Update. TGl ended FQ3:22 with $1.4BB in net debt following YTD debt repayment
of $379MM. Cash available is $206MM. We expect TGl to end FY22 with net debt of
$1.36BB, or 7.8X EBITDA, before EBITDA and FCF ramp in FY23.

FY25 Adj EBITDA

<o
=
=
(@)
=
©
=

With the proceeds from its Staverton asset sale, management paid down $24MM of first
lien notes. Management also extended the maturity of its receivables securitization facility
to Nov 2024 and increased capacity from $75MM to $100MM. The company does not have
a revolver so this provides additional liquidity.

Exhibit 10 - Net Leverage to Fall to 6.7X in 2023E with EBITDA Recovery and Positive

FCF
$1,600 10.0 x
$1,402 $1,396
$1,400 1,322 $1.368 $1.363 9.0x
s 8.0 x
S $1,200 $1,109
= 7.0 x
§$1,ooo cox
@ $800 5.0 x
v 4.6
g $600 4.0 x
o 3.0x
o $400
= 42 2.0x
$200 Lox
$0 0.0 x

2018 2019 2020 2021 2022E 2023E 2024E 2025E
mmm Net Debt EBITDA «==ND/EBITDA

Source: Company data, Jefferies estimates
Current Debt as of the end of FQ3:22 includes:

o $563MM of 8.875% 1st Lien Notes Due 2024

*  $525MM 6.250% Senior Notes Due Sept 2024
e  $500MM 7.750% Senior Notes Due Aug 2025

®*  $17MM of Finance Leases

In terms of expected debt pay down, TGl does not have any maturities until FY24, but the
$206MM of cash on the balance sheet in addition to proceeds from Stuart could support
incremental paydown. YTD, the company has repaid $236.5MM of FY22 maturities and
$152MM of 1st Lien Notes.

February 13,2022 12
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Exhibit 11 - Next Maturity Not Until FY24 with >7X Leverage in FY22
Debt Outstanding ($MM)

Debt Maturity Interest Rate 2019 2020 2021 2022E 2023E 2024E
Revplving Credit Facility 215 400 0 0 0 0 Repaid $236MM of 2022
Senior secured notes Sept. 2021 4.88% 375 0 0 0 4/0/_/0/ maturities during FQ1:22.
Senior notes May. 2022 5.25% 300 300 236 0 0 0
Senior secured first lien notes June 2024 8.88% 0 0 700 563 563 563
Senior secured notes Sept. 2024 6.25% 0 525 525 525 525 TGl used a portion of the
Senior notes Aug. 2025 7.75% 500 500 500 500 '\zg\see\ $155MM of divestiture
. proceeds in May 2021 to
Finance leases NA 31 24 20 0 0 0 redeem $137MM of its
Receivables Securitization Other 81 75 0 0 0 0 First Lien Notes YTD.
Principal Debt $1,502 $1,824 $1,982 $1,588 $1,588 $1,588
Unamortized Discount/Deferred Costs (13) (16) (24) 4) (4) 4)
Carrying Amount of LT Debt 1,489 1,808 1,958 1,585 1,585 1,585
Current Portion of Debt (8) (7) (5) (5) (5) (5)
Carrying LT Debt $1,481 $1,800 $1,952 $1,579 $1,579 $1,579
Metrics
Cash $93 $485 $590 $246 $353 $416
Net Debt (excl. minorities) $1,396 $1,322 $1,368 $1,363 $1,255 $1,193
Debt to EBITDA 7.8X 6.2X 12.5X 9.1X 8.5X 7.5X
Net Debt to EBITDA 7.3X 4.5X 8.6X 7.8X 6.7X 5.6X
Net Interest $115 $122 $171 $150 $138 $138

Source: Company data, Jefferies estimates

4. Price Target and Valuation

a) Price Target Derivation - SOTP

We arrive at our price target for TGl using a SOTP analysis. Given the last of the divestitures
to close by June and the likely sale of remaining BA advances providing line of sight to clean
FCF generation, visibility has improved to support a SOTP value. We estimated segment
values based on peer EV/EBITDA multiples (Ex. 12) adjusted for divisional performance
factors.

We assume a 13.7x multiple for Systems & Support at discount to peer average FY24E EV/
EBITDA multiple of 14.1X. We apply a 9.5X multiple to Aerospace Structures in line with
SPR's 9.5x multiple. Lastly, we layer an estimated $50MM of FY23E corporate expense at
the average of 13.6x. We arrive at $26.03 per share of value on a blended average multiple
of 13.6X.

February 13,2022 13
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Exhibit 12 - Sum of the Parts Valuation - $26 Fair Value in FY24E

FCF Summary by Segment FY20 FY21 FY22E FY23E FY24E
Systems & Support $149 $46 $77 $237 $249
Aerospace Structures 36 (108) (25) 5 8
Corporate 9) (15) (53) (46) (46)
Interest (122) (117) (150) (138) (138)
Taxes 3 (5) 0 0 0

Combined FCF $57 ($198) ($150) $58 $73

Adjusted EBITDA by Segment FY20 FY21 FY22E FY23E FY24E
Systems & Support $205 $156 $203 $229 $250
Aerospace Structures $100 $18 $4 $4 $8
Corporate ($9) ($15) ($33) ($46) ($46)

Total Adjusted EBITDA $297 $159 $174 $187 $212

Potential SOTP EBITDA Multiples FY20 FY21 FY22E FY23E FY24E
Systems & Support 13.7X 13.7X 13.7X 13.7X 13.7X
Aerospace Structures 9.5X 9.5X 9.5X 9.5X 9.5X
Corporate 12.3X 13.3X 13.6X 13.6X 13.6X
Blended Average 12.3X 13.3X 13.6X 13.6X 13.6X

Equity Value Per Segment FY20 FY21 FY22E FY23E FY24E

Systems & Support $2,813 $2,133 $2,780 $3,139 $3,424

Aerospace Structures 954 166 40 39 75

Corporate (114) (195) (449) (626) (624)

Total Equity Value $3,654 $2,104 $2,371 $2,551 $2,876

Net Debt ($MM) $1,193

Equity Value ($MM) $1,683

Shares (MM) 64.7

Price/Share $26.03

Source: Company data, Jefferies estimates

In a downside scenario, if Systems and Support were to trade at a 15% discount to peers’
average or an 11X multiple, shares would be worth §17.

In a bull case, we consider EBITDA on track for management's target of ~§310MM by FY25.
Given our FY25 EBITDA of $242MM is 19% below the target, if we take a 19% premium to
our FY24 estimate to reach $252MM of EBITDA, a peer average 14X multiple would imply
a fair value of $36.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)
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Exhibit 13 - SOTP Bull Case Assumes EBITDA on Track for FY25 Target and Peer Average
Multiples

$300 16.0X
1)
S 13.6X
< $252 14.0X 14.0X
> $250 -
= $212 $212 120x
@) Q

200
Q 10.9X 10.0X 2
2 =
=
& $150 8.0X E’:
g $100 6.0 E
= w
ﬁ 4.0X a
< $50 $36
S $17 $26 2.0X
i

$0 0.0X
Bear Case Base Case Bull Case
= EBITDA Fair Value = Average Multiple

Source: Company data, Jefferies estimates
B) Price Target Derivation - Premium to History

We arrive at our price target for TGl using three valuation methodologies. We use a 40%
premium to its 3-year average relative discount to the market given the deflated EBITDA
due to lower production rates due to COVID and the change in business mix and improved
operations. We arrive at a blended price target of $26 based on: 1) FY23E EV/EBITDA of
14.1X (10% discount to S&P vs. 3-yr avg. 30% discount) arrives at a fair value of $27; 2)
23.0X our FY23E EPS (25% premium to the S&P vs. 3-yr avg. 16% discount to S&P) arrives
at a fair value of $23; and 3) 4.1% FCF yield on our FY24 estimate of $73MM.

Exhibit 14 - Price Target Derivation

Valuation Method Price Assumptions

EV/EBITDA $27 14.1x EV / FY24 Adj. EBITDA of $212MM
PIE $23 23.0x FY24 P/E of GAAP EPS $1.00
FCF Yield $27 4.1% on $73MM FY24 FCF

Average $26 Blended average

Source: Company data, Jefferies estimates
c) Valuation Relative to Peers

In terms of TGI's valuation relative to peers, the company has historically traded at a
significant discount to its Aerospace peers on most metrics. On 2023E P/E basis, TGl
trades at an 1% premium vs. peers and a 1% discount on a 2023 EV/EBITDA basis.

EQUITY RESEARCH
Triumph Group, Inc. (TGI)
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Exhibit 15 - Relative Valuation Table (2/11/2022)

Stock Px Consensus Market Enterprise P/E EV /SALES EV/EBITDA Yield

Aerospace Peers Ticker JEF Rating 2/11/2022 BUY Rating Cap Value 2022E  2023E  2024E 2022E 2023E 2024E 2022E  2023E  2024E Dividend FCF
Spirit Aerosystems SPR Buy $52.33 79% 5,497 7,711 - 20.5x 10.0x 1.1x 0.8x 0.7x 18.2x 9.5x 6.3x 0.1% -1.3%
Honeywell HON Hold $192.02 54% 132,191 144,607 22.1x 19.9x 18.2x 3.6x 3.4x 3.6x 16.0x 14.8x 13.9x 2.0% 3.9%
Raytheon Technologies RTX Buy $95.65 74% 143,167 171,013 20.0x 16.5x 14.3x 2.1x 1.9x 1.8x 14.2x 12.6x 11.2x 2.1% 4.2%
Transdigm TDG Buy $651.58 75% 36,138 53,802 41.2x 30.8x 26.3x 6.7x 6.1x 5.7x 21.1x 18.4x 16.6x 0.0% 2.8%
Woodward WWD Buy $116.93 42% 7,375 7,937 31.4x 24.2x 21.3x 3.0x 2.7x 2.5x 17.4x 15.0x 14.0x 0.6% 4.0%
AAR Corp. AIR N/C $42.16 100% 1,495 1,618 18.0x 13.3x - 0.8x 0.8x - 9.6x 9.6x -- 0.0% 5.9%
Peer Average 69% 26.5x 20.9x 18.0x 2.9x 2.6x 2.8x 16.1x 13.3x 12.4x 0.8% 3.3%
Triumph TGl Buy $21.12 | 22% 1365 2779 [] 265x  21.0x  156x || 22x 20x 18 || 148 131x 115 [[ 00%  21%
Discount / Premium [ [T o 1% -13% || -25%  -24%  -36% || -8% 1% 8% |

Source: Company data, Jefferies estimates, FactSet

d) Valuation Relative to History: Trading Above Historical
Discount to Market

TGl is currently trading at FY2 PE multiple of 18.9x, 9% above its 3-year average of 17.2x.
On market relative basis, the stock is trading at a 3% premium to S&P vs. historical average
discount of 14%.

Exhibit 16 - Trading at 18.9x P/E, 3% Premium to Mkt vs. 14% Historical Disct
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Relative to SP50 multiple (%, RHS) Avg. Premium to SP50 (%, RHS)

Source: FactSet, Jefferies estimates

On an EV/EBITDA multiple, TGl is trading at 12.6x, 36% above its 3-year avg of 9.2x and at
a 3% discount to the S&P, which compares to a 3-year historical discount of 29%.
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Exhibit 17 - Trading at 12.6x EV/EBITDA, 4% Disct to Mkt vs. 29% Historical Disct
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Source: FactSet, Jefferies estimates
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Exhibit 18 - Annual Statement of Income (SMM)

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

(millions, except per share data) 2021 2022E 2023E 2024E 2025E
% of % of % of % of % of
dollars sales dollars sales dollars sales sales sales
Total Revenues $1,870 100% $1,498 100% $1,284 100% $1,396 100% $1,536 100%
Costs and expenses
Costs of Sales ($1,476) 79% ($1,118) 75% ($967) 75% ($1,043) 75% ($1,139) 74%
Selling, General & Administrative ($216) 12% ($187) 13% ($128) 10% ($140) 10% ($154) 10%
Depreciation and amortization ($93) 5% ($50) 3% ($46) 4% ($46) 3% ($46) 3%
Acquisition and integration expenses ($53) 3% $0 0% $0 0% $0 0% $0 0%
Curtailments and early retirement incentive $0 0% ($13) 1% $0 0% $0 0% $0 0%
Special Charge ($357) 19% ($14) 1% $0 0% $0 0% $0 0%
Total Operating Costs ($2,196) 117% ($1,382) 92% ($1,141) 89% ($1,228) 88% ($1,338) 87%
Operating Profit ($326) -17% $116 $143 11% $168 12% $198 13%
Non recurring (pre tax):
747-8 $0 $0 $0 $0 $0
Losson Divestitures/BBD Global Expense $105 $0 $0 $0 $0
Restructuring charges $53 $13 $0 $0 $0
Curtailment & Settlement/Goodwill trade $53 $0 $0 $0 $0
Other Impairments / Charges $252 $11 $0 $0 $0
EBIT excluding non-recurring items $108 $142 $143 $168 $198
Total Interest ($171) ($150) ($138) ($138) ($138)
Pension income $50 $35 $48 $48 $48
Income before taxes (GAAP) ($448) $1 $53 $77 $108
Income before taxes (adjusted) ($14) $27 $53 $77 $108
Taxes (GAAP rate %) $3 -1% $5 480% $1 1% $11 14% $18 17%
Taxes (Adjusted rate %) $3 -21% $5 18% $1 1% $11 14% $18 17%
GAAP Net Income ($451) ($4) $52 $66 $90
Adjusted Net Income ($14) ($105) $52 $66 $90
Diluted shares (millions) 52.7 64.7 65.3 65.9 66.5
Adjusted EPS ($0.03) $0.81 $0.80 $1.00 $1.35
Source: Company data, Jefferies estimates
February 13,2022 18
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Exhibit 19 - Select Operating Metrics (SMM)

2021 2022E 2023E 2024E 2025E
YoY Change
Total Revenue Change % -35.5% -19.9% -14.3% 8.7% 10.1%
Organic Change % -27.3% 2.6% 7.6% 8.7% 10.1%
M&A % -8.3% -22.5% -21.9% 0.0% 0.0%
Net Income Growth % (continuing) 1505% -99% -1429% 27% 36%
EPS Growth % (continuing) -101% -2815% -1% 26% 35%
Margin Analysis
Gross margin % 21.0% 25.3% 24.7% 25.3% 25.9%
SG&A as % of sales 11.6% 12.5% 10.0% 10.0% 10.0%
Operating Margin % -17.4% 7.7% 11.1% 12.0% 12.9%
Segment Op. Margin % (excl. one time items 9.0% 13.0% 14.7% 15.3% 0.0%
Operating Margin % (excl. one time items) 5.8% 9.5% 11.1% 12.0% 12.9%
Adj. EBITDA $159 $174 $187 $212 $242
Adj. EBITDA Margin % 8.5% 11.6% 14.6% 15.2% 15.8%
EBT % -24.0% 0.1% 4.1% 5.5% 7.0%
Tax Rate % -0.6% 480.2% 1.0% 14.4% $0.17
Net margin % (continuing) -24.1% -0.3% 4.1% 4.7% 5.9%
Balance Sheet Analysis
Net Debt / Equity -167.0% -198.5% -178.6% -158.1% -143.0%
Net Debt / EBITDA 8.6x 7.8x 6.7X 5.6x 4.6x
Cash Flow Analysis
Free Cash Flow ($198) ($150) $58 $73 $94
Free Cash Flow Conversion % 44% 3799% 111% 110% 104%
Free Cash Flow Yield % -46.9% -29.0% 11.0% 13.8% 17.6%
Dividend Yield % 0.0% 0.0% 1.9% 1.9% 1.9%
Valuation and Profitability
Diluted P/E -0.9x -132.3x 10.0x 8.0x 5.9x
EV/EBITDA 11.3x 10.8x 9.5x 8.1x 6.8x
EV/Sales 1.0x 1.3x 1.4x 1.2x 1.1x
ROIC 12% -64% 19% 23% 32%
EV/IC 1.2x 1.8x 1.6x 1.7x 1.6x
Source: Company data, Jefferies estimates
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Exhibit 20 - Sources and Uses of Funds ($MM)

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

(millions, except per share data) 2021 2022E 2023E 2024E 2025E
Operating Activities
Net income ($450.9) ($3.9) $52.1 $66.2 $90.0
Depreciation & Amortization 93.3 49.6 45.6 45.6 45.6
Other Items 244.4 (178.7) (50.8) (40.2) (33.4)
Op cash flow pre-working capital ($113.2) ($133.0) $46.9 $71.6 $102.1
Change in inventory 52.6 28.3 25.0 40.0 30.0
Change in receivables 165.4 7.6 26.0 (14.0) (17.6)
Change in payables (278.2) (28.2) (10.1) 5.3 9.4
Changes in working capital (60.2) 7.7 40.9 31.3 21.8
Cash Flow from Operations ($173.4) ($125.4) $87.8 $102.9 $124.0
Investment activities
Capital expenditures (25.2) (25.0) (30.0) (30.0) (30.0)
Proceeds from sale of assets 15.9 155.0 50.0 0.0 0.0
Cash used for businesses acquired 0.0 0.0 0.0 0.0 0.0
Cash Flow from Investments ($9.3) $130.0 $20.0 ($30.0) ($30.0)
Financing Activities
Change in debt 225.0 (349.0) 0.0 0.0 0.0
Cash dividends paid 0.0 0.0 0.0 (10.2) (10.3)
Dividend payment / Buyback 0.0 0.0 (10.2) (10.2) (10.3)
Cash Flow from Financing $225.0 ($349.0) ($10.2) ($20.5) ($20.7)
Net change in cash items $42.3 ($344.4) $97.7 $52.4 $73.3
Cash at the beginning of the period 485.5 589.9 245.5 353.3 416.0
Cash at the end of the period $589.9 $245.5 $353.3 $416.0 $499.6

Source: Company data, Jefferies estimates
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Exhibit 21 - Annual Balance Sheet ($MM)

EQUITY RESEARCH
Triumph Group, Inc. (TGI)

(millions, except per share data) 2021 2022E 2023E 2024E 2025E
Assets

Cash and cash equivalents $590 $246 $353 $416 $500
Accounts receivable - net 194 186 160 174 192
Inventories and contracts in progress 400 372 347 307 277
Contract Assets 135 135 135 135 135
Deferred income tax assets 0 0 0 0 0
Rotable assets 19 19 19 19 19
Prepaid expenses 0 0 0 0 0
Assets held for sale 216 216 216 216 216
Other current assets 0 0 0 0 0
Total Current Assets 1,554 1,174 1,231 1,268 1,339
PPE 211 368 298 228 158
Goodwill 522 514 514 514 514
Intangible assets 102 102 102 102 102
Deferred income tax assets 0 0 0 0 0
Other assets 61 61 61 61 61
Total non-current assets 897 1,045 975 905 835
Total Assets $2,451 $2,219 $2,206 $2,172 $2,174
Liabilities

Current portion of long- term debt 5 5 5 5 5
Accounts payable 179 151 141 147 156
Income taxes payable 0 0 0 0 0
Accrued liabilities 476 489 502 515 528
Liabilities related to assets held for sale 58 58 58 58 58
Total Current Liabilities $718 $703 $706 $724 $747
Long-term debt 1,952 1,603 1,603 1,603 1,603
Deferred income tax liabilities 384 384 384 384 384
Other long-term liabilities 215 215 215 215 215
Total Non-current Liabilities 2,551 2,202 2,202 2,202 2,202
Total Liabilities $3,270 $2,906 $2,909 $2,927 $2,949
Total Stockholders equity ($819) ($687) ($703) ($755) ($776)
Total liabilities and S/E $2,451 $2,219 $2,206 $2,172 $2,174

Source: Company data, Jefferies estimates

February 13,2022
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Exhibit 22 - Quarterly Income Statement

(millions, except per share data) 2021 2022E
[ o1 [ o2 [ @ [ o4 [ vear | [ Q1 [ Q2 [ Q3 [ Q4E [ Year |

Revenues $495.1 $481.8 $426.0 $466.8 $1,870 $396.6 $357.4 $319.2 $424.6 $1,498
Costs and Expenses

Costs of Sales (394) (382) (341) (360) (1,476) (294) (262) (232) (330) (1,118)

Selling, General & Administrative (57) (56) (49) (54) (216) (56) (54) (42) (34) (187)

Depreciation and amortization (29) (22) (22) (21) (93) (15) (13) (12) (10) (50)

Acquisition and integration expenses (252) 0 0 199 (53) 0 0 0 0 0

Curtailments and early retirement incenti  (15) (13) 4) 33 0 4) 4) (5) 0 (13)

Special Charge 0 (1) (45) (311) (357) (6) (8) 0 (0) (14)
Total Operating Costs (747) (474) (461) (513) (2,196) (376) (341) (291) (374) (1,382)
Total Operating Profit (EBIT) ($252) $7 ($35) ($46) ($326) $21 $16 $28 $50 $116
Non recurring (pre tax):

747-8 0 0 0 0 0 0 0 0 0 0

Losson Divestitures/BBD Global Expens 0 0 45 59 104 0 0 0 0 0

Curtailment & Settlement/Goodwill trade 0 0 0 0 0 0 0 0 0 0

Other Impairments / Charges 252 0 24 0 276 0 0 0 0 0

Restructuring charges 16 13 4 20 54 4 4 5 0 13
EBIT excluding non-recurring items $16 $21 $38 $33 $108 $25 $20 $33 $50 $129
Total Interest (35) (53) (45) (39) (171) (48) (34) (34) (33) (150)
Pension income 11 12 12 12 50 2) 10 14 12 35
Income before taxes ($276) ($33) ($67) ($73) ($448) ($29) ($7) $8 $29 $1
Tax (0.9) (0.8) (0.7) (0.5) (2.9) (1.2) (1.8) (1.1) (0.9) (5.0)
Adjusted Tax 1.0 (0.8) (0.7) (0.5) (2.9) (1.2) (1.8) (1.2) (0.9) (5.0)
Net earnings ($277) ($33) ($68) ($74) ($451) ($30) ($9) $7 $28 ($4)
Diluted shares (millions) 51.9 52.0 52.5 57.9 52.7 64.3 64.5 65.1 64.7 64.7
Adjusted EPS ($0.15) ($0.08) $0.09 $0.10 ($0.03) $0.09 $0.10 $0.21 $0.40 $0.81

2021 2022E
[ ot [ 02 [ Q3 [ Q4 [ Year | [ QL [ Q2 ] Q3 [ Q4 | Year |

Revenue change YoY -32.2% -37.6% -39.5% -32.6% -35.5% -19.9% -25.8% -25.1% -9.0% -19.9%
Organic Revenue Change YoY -29.0% -29.6% -29.2% -29.0% -27.3% 11.0% -1.9% -5.0% 9.8% 2.6%
Gross margin % 20.4% 20.7% 20.0% 23.0% 21.0% 26.0% 26.6% 27.2% 22.3% 25.3%
SG&A as % of sales 11.6% 11.7% 11.4% 11.5% 11.6% 9.9% 109.9% 209.9% 8.1% 12.5%
EBIT Margin (including charges) % -51.0% 1.5% -8.2% -9.9% -17.4% 5.3% 4.6% 8.8% 11.8% 7.7%
EBIT Margin (excluding one time items) %  3.1% 4.4% 8.9% 7.0% 5.8% 7.9% 7.8% 10.3% 11.8% 9.5%
EBT % -55.8% -6.8% -15.8% -15.6% -24.0% -7.3% -2.0% 2.6% 6.9% 0.1%
Tax rate -0.3% -2.5% -1.0% -0.7% -0.7% -4.2% -24.5% 13.2% 3.1% 462.8%
Net margin -56.0% -7.0% -16.0% -15.7% -24.1% -1.7% -2.5% 2.3% 6.7% -0.3%
Source: Company data, Jefferies estimates
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Company Description

Triumph Group, Inc.

Triumph Group, Inc. is an international supplier of aerospace components and systems. Based in Berwyn, Pennsylvania, Triumph is
primarily a Tier 1 aero structures manufactures with a broad offering of Tier 2 and Tier 3 components for commercial, military, and
business jet aircraft. The company actively utilizes its balance sheet deploying capital to complete 40 transactions over the past 15
years. The largest acquisition was in June 2010, with the acquisition of Vought Aircraft Industries increasing the company’s presence
as a Tier 1 aerostructures manufacturer.

Company Valuation/Risks

Triumph Group, Inc.
Our blended price target is based on a SOTP on our FY24E EBITDA with a slight discount to peer average Structures multiple and a
peer average Systems multiple.

For Important Disclosure information on companies recommended in this report, please visit our website at https://
javatar.bluematrix.com/sellside/Disclosures.action or call 212.284.2300.

Analyst Certification:

I, Sheila Kahyaoglu, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this research report.

I, Ellen Page, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this research report.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this
report receives compensation based in part on the overall performance of the firm, including investment banking income. We seek to
update our research as appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published
on a periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's judgement.

Investment Recommendation Record
(Article 3(1)e and Article 7 of MAR)

Recommendation Completion February 13,2022, 14:15 ET.
Recommendation Distributed February 13,2022, 14:15 ET.

Company Specific Disclosures

Jefferies Group LLC makes a market in the securities or ADRs of Heico Corporation.
Jefferies Group LLC makes a market in the securities or ADRs of Hexcel Corporation.
Jefferies Group LLC makes a market in the securities or ADRs of Raytheon Technologies.
Jefferies Group LLC makes a market in the securities or ADRs of Woodward.

Within the past twelve months, Jefferies LLC and/or its affiliates received compensation for products and services other than investment
banking services from non-investment banking, securities related compensation for client services it provided to Hexcel Corporation.

For Important Disclosure information on companies recommended in this report, please visit our website at https://
javatar.bluematrix.com/sellside/Disclosures.action or call 212.284.2300.

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.
Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a
12-month period.

Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within
a 12-month period.
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The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10
is 20% or more within a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated
securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is plus or minus
20% within a 12-month period. For Underperform rated securities with an average security price consistently below $10, the expected
total return (price appreciation plus yield) is minus 20% or less within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable
regulations and/or Jefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable
securities regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections
or opinions on the investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not
restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash
flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group
P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period.
Stock selection is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated
analysis, a favorable risk/reward ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will
include only Buy rated stocks and the number can vary depending on analyst recommendations for inclusion. Stocks will be added as
new opportunities arise and removed when the reason for inclusion changes, the stock has met its desired return, if it is no longer rated
Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P stocks will continue to have a 15%
stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent a recommended portfolio of stocks
and is not sector based, but we may note where we believe a Pick falls within an investment style such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors.
As such, the financial instruments discussed in this report may not be suitable for all investors and investors must make their own
investment decisions based upon their specific investment objectives and financial situation utilizing their own financial advisors as
they deem necessary. Past performance of the financial instruments recommended in this report should not be taken as an indication or
guarantee of future results. The price, value of, and income from, any of the financial instruments mentioned in this report can rise as well
as fall and may be affected by changes in economic, financial and political factors. If a financial instrument is denominated in a currency
other than the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income derived from
the financial instrument described in this report. In addition, investors in securities such as ADRs, whose values are affected by the
currency of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report

+ Heico Corporation (HEI: $138.95, HOLD)

+ Hexcel Corporation (HXL: $53.94, HOLD)

* Honeywell International Inc. (HON: $186.99, HOLD)

* Raytheon Technologies (RTX: $95.27, BUY)

* Spirit AeroSystems Holdings, Inc. (SPR: $49.54, BUY)
* TransDigm Group Incorporated (TDG: $649.24, BUY)
* Woodward (WWD: $114.50, BUY)
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Rating and Price Target History for: Triumph Group, Inc. (TGI) as of 02-10-2022

05/13/2019 HOLD:$25.00 |06/10/2019 HOLD:$23.00 |08/05/2019 HOLD:$26.00 |11/07/2019 HOLD:$28.00 |02/10/2020 HOLD:$26.00 |03/03/2020 HOLD:$21.00

30
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03/17/2020 HOLD:$6.50 |06/01/2020 HOLD:$8.00

0
Jul 2 ¢t 20 Jan 21 Apr 21 Jul 21 Oct 21 Jan 22
11/10/2020 HOLD:$11.00 |01/08/2021 HOLD:$12.00 |02/05/2021 HOLD:$14.00 |04/08/2021 HOLD:$16.00

11/23/2021 HOLD:$20.00

07/14/2021 HOLD:$20.00 |11/11/2021 HOLD:$23.00

Distribution of Ratings

Distribution of Ratings

S msenwspastaz s L i Seru/Pasti2 Mios,

I S e I I B
BUY 1988 63.84% 142 7.14% 26 1.31%
HOLD 1002 32.18% 24 2.40% 3 0.30%
UNDERPERFORM 124 3.98% 0 0.00% 0 0.00%
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Other Important Disclosures

Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends
to seek compensation for investment banking services among other activities from such companies. As a result, investors should be
aware that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report
as only a single factor in making their investment decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC
("Jefferies”) group companies:

United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research
Services, LLC, an SEC registered Investment Adviser, to clients paying separately for such research).

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in
England and Wales No. 1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44
(0)20 7029 8010.

Germany: Jefferies GmbH, which is authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, BaFin-ID:
10150157; registered office: Bockenheimer Landstr. 24, 60232 Frankfurt a.M., Germany; telephone: +49 (0) 69 719 1870

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number
ATS546; located at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20,
UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and
is a member of the Japan Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yurakucho,
Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for:
Stock Broker (NSE & BSE) INZ000243033, Research Analyst INHO00000701 and Merchant Banker INM000011443, located at 42/43, 2
North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East), Mumbai 400 051, India; Tel +91 22 4356 6000.

Australia: Jefferies (Australia) Securities Pty Limited (ACN 610 977 074), which holds an Australian financial services license (AFSL
487263) and is located at Level 22, 60 Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.

This report was prepared by personnel who are associated with Jefferies (Jefferies International Limited, Jefferies GmbH, Jefferies Hong
Kong Limited, Jefferies Singapore Limited, Jefferies (Japan) Limited, Tokyo Branch, Jefferies India Private Limited), Jefferies (Australia)
Pty Ltd; or by personnel who are associated with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is a
US registered broker-dealer and is affiliated with JRS, which is a US registered investment adviser. JRS does not create tailored or
personalized research and all research provided by JRS is impersonal. If you are paying separately for this research, it is being provided
to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively referred to below
as "Jefferies". Jefferies may seek to do business with companies covered in this research report. As a result, investors should be aware
that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
one of many factors in making their investment decisions. Specific conflict of interest and other disclosures that are required by FINRA
and other rules are set forth in this disclosure section.

* % %

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation
S of the U.S. Securities Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts
responsibility for its contents in accordance with the provisions of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended.
Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European
Economic Area this report is issued and/or approved for distribution by Jefferies International Limited ("JIL") and/or Jefferies GmbH
and is intended for use only by persons who have, or have been assessed as having, suitable professional experience and expertise, or
by persons to whom it can be otherwise lawfully distributed.

JIL and Jefferies GmbH allows its analysts to undertake private consultancy work. JIL and Jefferies GmbH’s conflicts management
policy sets out the arrangements JIL and Jefferies GmbH employs to manage any potential conflicts of interest that may arise as a
result of such consultancy work. Jefferies LLC, JIL, Jefferies GmbH and their affiliates, may make a market or provide liquidity in the
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financial instruments referred to in this report; and where they do make a market, such activity is disclosed specifically in this report
under “company specific disclosures”.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or
investment services mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated
Institution” as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited (“JSL") is regulated by the Monetary
Authority of Singapore. For investors in the Republic of Singapore, this material is provided by JSL pursuant to Regulation 32C of
the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or institutional
investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or in connection
with this material, please contact JSL, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.
In Japan, this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is
issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong
Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed.
The research in relation to this report is conducted outside the People’s Republic of China (“PRC"). This report does not constitute an
offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant
governmental authorities themselves. In India, this report is made available by Jefferies India Private Limited. In Australia, this report
is issued and/or approved for distribution by, or on behalf of, Jefferies (Australia) Securities Pty Ltd. It is directed solely at wholesale
clients within the meaning of the Corporations Act 2001 of Australia (the “Corporations Act”), in connection with their consideration
of any investment or investment service that is the subject of this report. This report may contain general financial product advice.
Where this report refers to a particular financial product, you should obtain a copy of the relevant product disclosure statement or offer
document before making any decision in relation to the product. Recipients of this document in any other jurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any
opinion or estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice.
Jefferies assumes no obligation to maintain or update this report based on subsequent information and events. Jefferies, and their
respective officers, directors, and employees, may have long or short positions in, or may buy or sell any of the securities, derivative
instruments or other investments mentioned or described herein, either as agent or as principal for their own account. This material
is provided solely for informational purposes and is not tailored to any recipient, and is not based on, and does not take into account,
the particular investment objectives, portfolio holdings, strategy, financial situation, or needs of any recipient. As such, any advice or
recommendation in this report may not be suitable for a particular recipient. Jefferies assumes recipients of this report are capable of
evaluating the information contained herein and of exercising independent judgment. A recipient of this report should not make any
investment decision without first considering whether any advice or recommendation in this report is suitable for the recipient based
on the recipient’s particular circumstances and, if appropriate or otherwise needed, seeking professional advice, including tax advice.
Jefferies does not perform any suitability or other analysis to check whether an investment decision made by the recipient based on
this report is consistent with a recipient’s investment objectives, portfolio holdings, strategy, financial situation, or needs.

By providing this report, neither JRS nor any other Jefferies entity accepts any authority, discretion, or control over the management of
the recipient’s assets. Any action taken by the recipient of this report, based on the information in the report, is at the recipient’s sole
judgment and risk. The recipient must perform his or her own independent review of any prospective investment. If the recipient uses
the services of Jefferies LLC (or other affiliated broker-dealers), in connection with a purchase or sale of a security that is a subject of
these materials, such broker-dealer may act as principal for its own accounts or as agent for another person. Only JRS is registered
with the SEC as an investment adviser; and therefore neither Jefferies LLC nor any other Jefferies affiliate has any fiduciary duty in
connection with distribution of these reports.

The price and value of the investments referred to herein and the income from them may fluctuate. Past performance is not a guide to
future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could
have adverse effects on the value or price of, or income derived from, certain investments.

This report may contain forward looking statements that may be affected by inaccurate assumptions or by known or unknown risks,
uncertainties, and other important factors. As a result, the actual results, events, performance or achievements of the financial product
may be materially different from those expressed or implied in such statements.

February 13,2022 27
Please see important disclosure information on pages 23 - 28 of this report.
WESCO_UCC00003270



Case 23-03091 Document 1218-10 Filed in TXSB on 05/01/24 Page 28 of 28

EQUITY RESEARCH

I J eﬁe r i es Triumph Group, Inc. (TGI)

This report has been prepared independently of any issuer of securities mentioned herein and not as agent of any issuer of securities. No
Equity Research personnel have authority whatsoever to make any representations or warranty on behalf of the issuer(s). Any comments
or statements made herein are those of the Jefferies entity producing this report and may differ from the views of other Jefferies entities.
This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s.
Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the related
third party. Jefferies does not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings,
and is not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the
use of such content. Third-party content providers give no express or implied warranties, including, but not limited to, any warranties
of merchantability or fitness for a particular purpose or use. Neither Jefferies nor any third-party content provider shall be liable for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including lost income or profits and opportunity costs) in connection with any use of their content, including ratings. Credit ratings are
statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address
the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.
Jefferies research reports are disseminated and available electronically, and, in some cases, also in printed form. Electronic research
is simultaneously made available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the
written consent of Jefferies. Neither Jefferies nor any of its respective directors, officers or employees, is responsible for guaranteeing
the financial success of any investment, or accepts any liability whatsoever for any direct, indirect or consequential damages or losses
arising from any use of this report or its contents. Nothing herein shall be construed to waive any liability Jefferies has under applicable
U.S. federal or state securities laws.

For Important Disclosure information relating to JRS, please see https://adviserinfo.sec.gov/IAPD/Content/Common/
crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=483878 and https://adviserinfo.sec.gov/Firm/292142 or visit our website at https://
javatar.bluematrix.com/sellside/Disclosures.action, or www.jefferies.com, or call 1.888.JEFFERIES.

© 2022 Jefferies Group LLC

February 13,2022 28
Please see important disclosure information on pages 23 - 28 of this report.
WESCO_UCC00003271


https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=483878
https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=483878
https://adviserinfo.sec.gov/Firm/292142
https://javatar.bluematrix.com/sellside/Disclosures.action
https://javatar.bluematrix.com/sellside/Disclosures.action
http://www.jefferies.com

Case 23-03091 Document 1218-11 Filed in TXSB on 05/01/24

Jefferies

USA | Aerospace & Defense Electronics

Triumph Group, Inc.

Equity Research
February 5, 2023

Getting INTERESTINng; Lowering FCF on Rate
Assumption

TGl lowered FCF use modestly to a use of (§55MM)-(S65MM). TGl is on a path
to positive FCF on normalized working capital and the absence of one-time
items (§24MM FYTD). The question remains the 2024 maturities ($1.1BB), set
to be refinanced. We raise our base case FY25 interest expense to S155MM
from $130MM, driving FCF of $34MM in FY24 (down from our prior est of
$62MM). Each 1% rate in rates is worth $3 to TGl shares, assuming a 5% FCF
yield.

FY23 Adjusted EPS Largely Unchanged at $0.56, with Higher Share Count Offset by Higher
Volumes. We forecast $1.31BB of rev in FY23 (from $1.28BB prior), or up 2%, to reflect a quicker
production ramp at AS. The offset is a sh count of 72-73MM in FY23 (65MM prior), reflecting the
warrant issuance. Shares were 65MM on Jan 30 w/our est at 72MM in FY24E. We est GAAP EPS
of $1.71 (from $1.85 prior) reflecting shares.

Profit Coming In Better - TGI Delivered 10.9% Adj EBIT Margins in FQ3 vs 10.8% in FY23 & 11.1%
in FY24. Structures posted 13.1% adj EBITDA margins in FQ3 w/ Interiors in the single digits and
modest overhang from closeouts. We assume op margins of 17.3% for FY23 and 11.1% for FY24.
We assume overall company margins of 14.4% with mgmt's guidance ~14%. In TSS, we est 110
bps of contraction for FY23 to 17.4%. TGl targets doubling EBITDA from $155MM core in FY22 to
~$310MM of FY25 EBITDA w/ our ests more conservative at $217MM (15.2% margin) (Ex 3).

FCF to Turn Positive in 2024E. We est $64MM FCF used in FY23E (Ex 11) to $23MM generated
in FY24. One-timers in FY23 now total $24MM, completed FYTD, with FCF guidance improved
to $55-65MM or by S5MM less usage on lower capex. Looking to FY24, we est $23MM of FCF
generation. We assume working cap is net neutral vs $59MM of usage in FY23. We assume a 10%
rate for $1.1BB of maturities vs 7.6% on current debt, implying interest of $156MM vs $130MM
currently.

Warrant Progress and Refinancing Risk. TGl issued warrants in Dec, which could result in a
$20MM reduction in interest expense if successful (up to $270MM of paydown at a 7.6% avg rate).
The warrants expire either at the Tyr mark (Dec 2024) or if shares trade above the $12.35 strike price
for 20 days out of 30. Warrants can be exercised with cash or TGI bonds, offering an opportunity
for deleveraging. We consider the impact of the refinancing of 2024 maturities at interest rates
from the current blended rate of 7.6% up to 12.0% with every 100 bps of incremental interest a
$10MM headwind to FCF and worth $3 to shares at a 5.0% yield (Ex 1).

Valuation on FCF at $9 with Upside on SOTP Value at $15. We use peer comps AAR, HON, RTX,
SPR, TDG, and WWD for TGI. Peers trade at 14X, but we value TGl at a 20% discount to 11X EV/
EBITDA of $217MM on FY25, arriving at $15. In our bear case, we assume a downside EBITDA
of $193MM on slower top-line growth with a 30% discount multiple implying a $5 price target. If
the company were to meet FY25 EBITDA targets of 331 OI\/II\/II\/I a20% dlscount to peers mu|t|ple‘
mp’Ves an upside value of $30. 0224 248

Rev. (MM) 1,459.9 1,312.0 1,323.8 1,426.7
EV/Rev 1.6x 1.8x 1.8x 1.6x
P/Rev 0.6x 0.6x 0.6x 0.6x
EBITDA (MM) 169.0 183.0 190.0 217.0

I TARGET | ESTIMATE CHANGE

RATING BUY

PRICE $12.22¢

PRICE TARGET | % TOPT ~ +$15.00 ($19.00) | +23%

52W HIGH-LOW $27.85-$7.84

FLOAT (%) | ADV MM (USD) 93.1% | 10.45

MARKET CAP $837.1M

TICKER TGI

APrior trading day's closing price unless otherwise
noted.

CHANGE TO JEFe JEF vs CONS

2023 2024 2023 2024

REV +2% +2% NA NA

EPS +2% NA NA NA

2023(5) Q1A Q2A  Q3A Q4 FY

EPS 0.12 007 4072 4025 +0.56

PREV 0.10 0.27 0.55

Exhibit 1 - Every 100 bps of Refinanced
Interest Rate Worth $3 to Shares

Refinancing Rate
10.0%

Source: Company data, Jefferies estimates

Exhibit 2 - SOTP Bull Case Assumes EBITDA at
Target of Doubling by FY25
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Source: Company data, Jefferies estimates
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Investment Thesis / Where We Differ

+ FY22 saw the completion of the divestiture strategy, although facility
exits and wind-down costs are stranded into FY23, driving negative FCF. 354

TSS and Structures should return to organic growth in FY23 as volumes 201
begin to ramp, although the focus remains on EBITDA execution and FCF
generation. Our SOTP implies a price target of $15. 2]

20

Risk/Reward - 12 Month View

Upside : Downside
2.46:1

30 (+145%)

15 (+23%)

5 (59%)

T
2022

T
2023 +12 mo.

Base Case,

$15 +23%

Upside Scenario,

$30, +145%

+ Organic revenue increases 6% in FY24 and 8%
in FY25, driven by ramping volumes.

+ Aerostructures grows organically in FY25 at
+26%, while TSS grows at 5% due to NB rates
and MRO work.

+ Adj. EBITDA margins expand to 15.2% in FY24
driven by cost-reduction benefits and volumes
ramping.

+ PT $15:SOTP at 11.5X (20% disct to peers avg)
on adj. EBITDA of $217MM in FY25.

+ Revenue expands by 13% organically in FY25
given growth in commercial and military
content.

+ Adj. EBITDA margins expand to 19.5% in FY25
from higher mix of commercial AM.

+ Adj. EBITDA meets target of $310MM by FY25.

+ FCF conversion meets target of 10% of sales by
FY25.

+ PT $30: Assumes FY25 EBITDA doubles FY22
run rate, trading at peers avg 12X.

Downside Scenario,

S5,-59%

+ Revenues expand modestly at 4% organically in
FY25 as volumes in aerospace and military do
not fully recover to prior peak and production
rates fall under the forecast.

+ Commercial AM growth lags expectations and
new product wins decelerate.

+ TGl fails to drive margin execution from cost
takeout and operating leverage; reinvestment
weighs on TSS EBITDAP margins at 15%.

+ PT $5: Assumes 35% discount to peers, or 9X.

Sustainability Matters

Top Material Issue(s): 1) Supply Chain Mgmt: In Nov '21, TGl hosted a conference called Ready for Rate
Ramp with 250 key global suppliers to jointly develop actions ahead of OEM rate increases, such as
advanced forecasting, Al-based risk mgmt, innovative staffing, dual sourcing, and disciplined price mgmt.

Company Target(s): 1) Reduce Scope 1 and 2 emissions by 30% by 2030 with a long-term ambition
to be carbon-neutral by 2050; 2) reduce hazardous waste by 30% by '30; 3) continuously increase the
percentage of women and people of color in leadership roles through 2030; 4) implement a serious injury
and fatality prevention program, site-specific water reduction programs in high-stress water regions, and
recycling and reuse programs by 2025; 5) reach 100% I1SO 14001 certified facilities by 2030 from 5 today

Qs to Mgmt: 1) What are the early focus areas for executing on goals across energy usage & emissions,
social, governance, water & wastewater, and waste? 2) Can TGl explain the introduction of sustainability
criteria into its product development process?

The Five ESG Issues Investors Should Look At When Investing in A&D

Catalysts

+ Commercial aerospace production rates
improve with the recovery, particularly on the
MAX (16% of backlog) and A321 (9% of
backlog).

+ Continued strength in bookings.

+ Content wins on commercial and military
platforms.

+ Volume growth drives EBITDA towards

doubling by 2025, while one-timers end in FY23,

driving a return to positive FCF.

Please see important disclosure information on pages 20 - 24 of this report.
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Investment Considerations

In this report, we highlight the following:

e 1. Doubling EBITDAP by FY25 With 20%+ Margins in FY26 and 10% FCF Conversion to Sales
e 2. Backlog Up with Support from Commercial Aero
e 3. Organic Sales Return in FY23 with 7% Growth
® a) Aerospace Structures (16% of FY23E Rev): Re-Sized Following End of Portfolio
Reshaping
®* b) Systems and Support (84% of FY23E Rev): Positioned to the Narrowbody Ramp
e 4. Inventory Headwinds Weigh on FY23 FCF with a Risk from Refi Longer Term

e 5. Price Target and Valuation

1. Doubling EBITDAP by FY25 with 20%+ Margins in
FY26 and 10% FCF Conversion to Sales

Mgmt previously provided a long-term framework for the continuing business as the close of the
Stuart divestiture marks the end of a portfolio transformation that started in 2016.

TGl has set a target of doubling total company EBITDA from FY22 to FY25, implying an expansion
from $155MM in core EBITDA as of FY22 to S310MM in FY25. The growth is supported primarily
by operating leverage on higher volumes and better pricing on contract renewals, as well as the
exit of loss-making programs including through divestitures and the closeout of G280 and B747
operations.

By FY26, TGl is targeting 20%+ EBITDAP margins, 10% free cash flow conversion to sales, and 3-4X
leverage to adj. EBITDA. The margin target assumes low-to-mid 20% margins in Systems & Support
and low-teens margins in Structures.

We currently estimate $217MM in EBITDAP in FY25, 30% below TGl's target, reflecting more modest
commercial OE production rates than in plan (JEF est MAX at 38/mo in 2024 vs. ~50/mo at TGl;
JEF est 787 at 5/mo in 2024 vs. ~10/mo at TGI; JEF est A320 family at 63/mo in 2024 vs. ~70/
mo at TG).

In FY26, we estimate $249MM in EBITDAP for a margin of 16.1% on sales of $1.6BB, 390 bps below
the 20%+ margin target. FY26 FCF is S66MM on our estimates for conversion of 4.3% to sales, 570
bps below the 10% target. Net debt to EBITDAP is 5.2X in FY26 on our estimates, 1.7X above the
midpoint target of 3-4X.

Please see important disclosure information on pages 20 - 24 of this report. 3
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Exhibit 3 - TGI Targets vs. JEF Ests - More Conservative Across the Board, Primarily on Lower Est Production
Rates

Target  JEFvs. TGI

JEF Ests FY22 FY23 FY24 FY25 FY26 FY25*/FY26  FY25*FY26
Revenue $1,460 $1,312 $1,324 $1,427 $1,550
% Organic Growth 0.2% 6.8% 5.7% 7.8% 8.6%
EBITDAP $169 $183 $190 $217 $249 $310* -30%
% Margin 11.6% 13.9% 14.4% 15.2% 16.1% 20%+ -392 bps
Free Cash Flow ($157) ($64) $23 $34 $40
% Conversion to Sales -10.8% -4.9% 1.7% 2.4% 2.6% 10% -740 bps
Leverage 8.0x 7.7x 7.4x 6.4x 5.4x 3-4x 1.9x
737 MAX Production 159 289 348 456 534
Per Month 13.3 24.1 29.0 38.0 44.5 50.0* -24%
787 Production 45 20 36 60 72
Per Month 3.8 1.7 3.0 5.0 6.0 10.0* -44%
A320 Production 489 526 613 723 800
Per Month 42.5 45.7 53.3 62.9 69.6 70.0* -10%

Source: Company data, Jefferies estimates. Note: * Indicates FY25 target. TGI production targets based on indexed values in Ex. 5
TGl provided market growth estimates that it uses to inform its guidance and four-year plan, which

embeds a ~9% CAGR through 2026 for the aviation production market. Coming from the low base
in FY23, widebody platforms are expected to lead w/ an ~18% CAGR led by growth in the 777 and
787, while narrowbodies grow at a ~12% CAGR driven by ramping rates on the MAX and A320neo.
Defense is flattish although management called out opportunities such as content wins on the F-35
and growth in the CH-53K. MRO activity is driven by the return in flight hours, growing at a 3.5% to
5% CAGR through FY26. The combination of exposures is expected to drive an HSD to LDD growth
rate for TGl.

Please see important disclosure information on pages 20 - 24 of this report.

This report is intended for Jefferies clients only. Unauthorized distribution is prohibited

WESCO_UCC00003275



Case 23-03091 Document 1218-11 Filed in TXSB on 05/01/24 Page 5 of 24

Jefferies

Triumph Group, Inc. (TGI)
Equity Research
February 5, 2023

Exhibit 4 - Market Growth - WBs Lead Growth from Low Base, but NB Ramp Drives Revs

Market FY23-FY26 CAGR

Commercial Transport 13.2%
Commercial Transport - Narrowbody 11.7%
737 16.1%
A320 9.0%
A220 3.8%
Commercial Transport - Widebody 17.7%
767 -1.6%
777 82.0%
787 19.3%
A330 8.0%
A350 9.6%
Military - Fixed Wing and Rotorcraft 0.5%
AH-64 E -3.4%
UH-60 -3.2%
CH-53K 31.1%
F-35 0.5%
V-22 -23.3%
FIA-18 -13.4%
F-15 17.4%
F-16 v 27.6%
MRO 3.5% to 5%
Total Aviation Production CAGR ~9%

Source: Company data

In FQ4:22, TGI provided its internal rate projections, shown in Exhibit 5. Mgmt noted its rates are
informed by conversations with its customers, as well as supported by the order outlook and backlog
of the OEMs. However, its production rates are well ahead of our estimated production rates through
2024 (TGlI's FY25).

On the 787, TGl is currently producing shipsets at ~2-2.5/mo on our ests, still well below the pre-
pandemic rate of 14/mo, although mgmt expects the rate to move towards 4/mo exiting the year,
supported by the 787 order book and accounting for inventory burn. Longer-term, TGl and BA have
provided for rates approaching ~10/mo by FY25 (CY24), still below the pre-pandemic rate of 14/
mo. This compares to our production forecasts for a rate of 3/mo in 2023 and 5/mo in 2024.

For the MAX, TGl mgmt noted a 30-31/mo rate today with internal forecasts assuming a 45/mo
production rate in FY24 (CY23), which implies the index in FY25 is in the ~50/mo range as the rate
transitions towards 57/mo beyond 2026. This compares to our estimates for production rates of
28/mo in 2023 and 29/mo in 2024 as inventory and supply chain disruptions are worked through.

For the A320 Family, TGI's indexed value in FY25 (CY24) is in the range of 1.3X, which implies the
production rate at ~70/mo, compared to our estimates of 65/mo in 2024. Currently, the company
is producing at a ~45/mo rate on our estimates.

Please see important disclosure information on pages 20 - 24 of this report.
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Exhibit 5 - TGI Commercial Production Rates Indexed to FY19
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Source: Company data. Note: Production estimates based on indexed 1.0 at FY19 rates
H 1 Exhibit 6 - Backlog Up 12% to $1.6BB w/ Top 8
2. Backlog Up with Support from Commercial Aero e e e Lot AR P 55 and

Total backlog fell 18% y-0-y to $1.59BB (+12% vs FYE22 organic), representing the next 24 months of A321 at10%

purchase orders with firm deliveries or contract requirements. Bookings of ~$400MM in the quarter
increased 21%, translating to a total company B2B of 1.21X. $1.03BB of the backlog is expected to
be shipped within 12 months, implying 79% coverage of our estimate.

737,15%

A321, 10%
TGl is diversifying platform and customer exposure to support growth, in part by actively pursuing

work on military platforms in both the OE and MRO space. 45% of awards were associated with new
products or customers with $130MM of competitive wins in the quarter.

Other, 50%
CH-53, 5%

V-22, 5%

TGl has announced several wins in the past year including: 167 5%

AH-64, 4%

e January 2023: Actuation Products & Services business awarded a contract from Airbus to UH-60, 3% FIA-18,3%
provide A220 On Wing Emergency Exit Door (OWEED) control cables. Source: Company data, Jefferies estimates
e January 2023: Actuation Products & Services business awarded two multi-year contracts from
Airbus, including the manufacture of ball-bearing control cables for the A330, A320, and A350
fleets.
e December 2022: Product support awarded a four-year service agreement from SR Technics
to perform MRO services on engine components supporting the PW4000, CFM56-5B, and
CFMb56-7B engines.
e November 2022: Product Support business awarded shipset maintenance for Passenger
service units, pilot and flight attendant seats for the 737NG aircraft from a major US mainline
operator over the next 12 months.
o November 2022: Systems, Electronics, and Controls business received a production contract
from a major engine OEM for its first Auto Feather Unit (AFU) to be used on the ATR72 family.
e October 2022: Actuation Products & Services business awarded an agreement from LMT to
manufacture brake valve assembly for the F-16.
o September 2022: TG| and Sanad entered into an exclusive framework agreement for engine
accessory MRO services on V2500s.
o September 2022: TGl and NAVSUP entered into an agreement to provide Pylon Conversion
Actuators (PCA) spare units for the V-22.
o September 2022: Completed an extension with Airbus to continue the provision of repair station
services for Airbus Proprietary Parts in Chonburi, Thailand.
Please see important disclosure information on pages 20 - 24 of this report. 6
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e August 2022: Actuation Products and Services business awarded a 10-year contract from Diehl
Aviation to manufacture fluid flow controls on aircraft such as the A320 and A330. Continuing
work performed since 2008.

o July2022: TGl and NAVSUP entered into a five-year MRO agreement extension for the F/A-18C/
D Airframe Mounted Accessory Drive gearboxes.

o July 2022: TGl and Moog entered into a four-year agreement to provide MRO solutions for 787
landing gear and cargo door actuation control systems for an APAC operator.

o July 2022: TGI Systems, Electronics and Controls received a DAL contract to support the Army
on Enhanced Digital Electronic Control Units (EDECUs) for the UH-60 Black Hawk and AH-64
Apache fleets.

o July 2022: TGI Actuation Products and Services awarded a wire control cables contract from
Boeing on the MAX, 767, 777, and 777X.

o July2022: TGl Geared Solutions awarded a five-year licensing agreement extension with RUAG
for sustainment on the F/A-18 Aircraft Mounted Accessory Drive (AMAD).

o June 2022: TGl Interiors awarded a contract from Mammoth Freighters for composite air
distribution ducts on the Boeing 777 P2F conversions.

e June 2022: TGl's Product Support business awarded a two-year wheel and brake maintenance
and repair contract from STARLUX Airlines for the A350 XWB fleet.

e May 2022: TGl signed an MOU to collaborate on the provision of next-generation engine MRO
capabilities with the UAE's Sanad, as well as offer joint MRO solutions for the V2500, CFM, and
GE90.

o April 2022: TGl awarded a contract from RTX RIS for air inlet and exhaust electro-mechanical
door actuators and control system for the Next Generation Jammer (NGJ).

e March 2022: TG Actuation Products & Services received a contract extension with a European
aerostructures provider to supply BA 787 cargo door actuation systems.

e March 2022: TGI Actuation Products & Services secured a multi-year contract to provide the
main rotor blade folding system, lag damper system, and brake system for LMT Sikorsky's
CH-53K

e March 2022: TGl Systems, Electronics and Controls received a five-year contract with the Naval
Supply Systems Command to provide repair services on the SH-60 Seahawk digital electronic
control units.

e March 2022: TGI Actuation Products & Services was selected to supply hydraulic power pack
units on Mammoth Freighters' 777 conversion program.

e February 2022: TGI Interiors was awarded a contract to design the primary thermal acoustic
insulation system on the A220.

3. Organic Sales Return in FY23 with 7% Growth

We forecast FY23 sales of $1.3BB, up 7% organically. Systems and Support rises 7% organically on
our estimates, while Structures expands 8% organically. On a reported basis, sales are down 10%
including a 51% decline for Structures given the divestiture of Stuart. The largest programs in the
backlog include 737 MAX (15% of backlog), A321 (10%), CH-53 (5%), V-22 (5%), and 787 (5%). For the
737 MAX, the backlog grew 28% y-o-y and the A320 backlog is up 12%. A watch item is the legacy
military programs in backlog such as V-22.

Mgmt highlighted 87% of supplier deliveries were on-time in-full in the quarter, up from 77% in FQ2
and compared to the targeted >90% level by year-end. The company completed a thorough review
of supply chain requirements for planned deliveries and has sufficient parts on hand or in transit
to support planned deliveries. Certain parts have been dual-sourced from domestic and low-cost
sources.

Please see important disclosure information on pages 20 - 24 of this report. 7
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a) Aerospace Structures (16% of FY23E Rev): Re-Sized
Following End of Portfolio Reshaping

Revenue Outlook: FQ3:23 sales fell 47% total, but increased 21% organically driven by increased
B737 and B787 content in Interiors.

Within Structures, the 737 is the largest program in the commercial backlog followed by the A321,
B787, B767, B777, and A350. The B777 and A350 will be higher exposure commercial platforms in
backlog once rates normalize.

The run-rate of the remaining Interiors business was ~$120MM exiting FY22, but growing faster
than the rest of the business given exposure to ramping MAX volumes and the recent win on the
A220, which is planned to ramp from 5-6/mo today to 14/mo by mid-decade. Structures increased
2% organically in FY22, with our forecasts for a 7% organic increase in FY23 to $209MM (~$130MM
excluding one quarter of Stuart and the $15MM IP sale, or 8% growth in Interiors from the $120MM
run rate in FY22) and 7% in FY24 to ST60MM.

The bridge from $430MM in FY22 to $202MM in FY25 on our estimates includes the divestiture of
Stuart (§250MM in annual sales) in addition to sunsetting programs and the last remaining shipsets
from Red Oak/composites (closed May 2021).

Exhibit 7 - Aerospace Structures Growing 7% Organically Off of ~$120MM Interiors Base

Revenue (USD in MM) FY20 FY21 FY22 FY23E FY24E FY25E FY26E
Commercial aerospace $879 $482 $377 $225 $159 $200 $229

Military 116 137 16 0 0 0 0

Business Jets 464 158 28 0 0 0 0

Regional 90 12 6 0 0 0 0

Non-aviation 0 0 1 1 1 1 1

Elims 7 24 0 (17) 0 0 0

Structures $1,556 $813 $430 $209 $160 $202 $230

Adjusted op. margin 2.6% 2.7% 7.1% 12.7% 5.4% 10.8% 14.5%
Adjusted EBITDAP margin 6.6% 1.7% 7.0% 13.5% 7.9% 12.8% 16.3%
YoY % Change

Commercial aerospace -45% -45% -22% -40% -29% 26% 14%
Military -81% 19% -88% -100%

Business Jets 23% -66% -82% -100%

Regional 497% -87% -44% -100%

Non-aviation

% Change -40% -48% -47% -51% -23% 26% 14%
% Organic 3% -32% 2% 7% 7% 26% 14%

Source: Company data, Jefferies esti

tes
Profitability: Structures generated an 11.5% operating margin in FQ3. Adj. EBITDAP margins of
13.1% improved 13.6-pts y-o-y from -0.5% in FQ3:22. The company disclosed Interiors profitability
in the single-digits with operating leverage to return to ~20% longer term.

The Stuart divestiture (est 10% normalized margins) closed on July Tst with the Spokane closure
completed within the quarter. The core Interiors business is running in the single digits with potential
upside from here given operating leverage is linked to OEM rates, particularly on the MAX. Adj]
operating margins appear likely to remain pressured through the year, although adj EBITDAP
margins should increase as the amortization of acquired contract liabilities headwinds roll off. There
is also an opportunity for additional favorable one-time closeouts of other legacy contracts.

Segment margins are expected to benefit from the exit of loss-making programs (divestitures, G280,
and B747), as well as cost takeout efforts over the pandemic including the consolidation of the
Spokane operations to the Mexicali facility. Long term, TGI targets low-teens adj. EBITDA margins
for Structures, supported by the return of volumes. We estimate Structures generates 13.5% adj.

EBITDAP margins in FY23 (including one quarter of Stuart), 7.9% in FY24, before expanding to 16.3%
in FY26 on higher volumes.

Please see important disclosure information on pages 20 - 24 of this report.
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If we look at the core EBITDA margin in Structures excluding restructuring and net favorable or
unfavorable cum catch-ups, we can consider a 'core’ EBITDA margin underlying the business. Our
estimate of a 5.1% core margin for Structures in FY23 includes a 1-quarter contribution from Stuart,
which typically generates ~10% margins. We assume FQ4 profitability of 4.6% on an adj EBITDAP
basis.

Exhibit 8 - Core Structures Margins of -1.3% in 2023 W/ Restructuring and Catch-Ups

25% Last eight quarters avg.
Reported Adj. EBITDA Margin: 8.9%
" ‘Core' EBITDA Margin: 4.4% 19.7%
20% FQ3:23 Reported: 13.1%
P 14.8%
s 9 14.1%
2 15% 12.6% 13.1% 13.1%
& 11.0% 11.2%
< o 9.5%
g 10% 9.0% 8.8% oo . 5%6.9%
@ 6.2 48% 6.
i 5:9% o 4 2%
5% 3.39 3.5% .
I/o 1.8% 06 2.136%
0% ; B | |
- |
-1.3% 1.6% 0:5% 035y

-10%
-10.3%

-15%
Q121 Q221 Q321 Q421 QL22 Q222 Q322 Q422 QL23 Q223 Q323 2022 2023E 2024E 2025E 2026E

= Adjusted EBITDA Margin Core EBITDA Margin

Source: Company data, Jefferies estimates

b) Systems and Support (84% of FY23E Rev):
Positioned to the Narrowbody Ramp

Revenue Outlook: Systems and Support revenue increased 21% organically in FQ3 as narrowbody
volumes with Military begin to improve.

Commercial OE sales advanced 19% in FQ3. MRO revenues increased 59% y-o-y and xx%
sequentially in FQ3, driven by a recovery in global flight hours. Military volumes fell 1% y-o-y, but
were up 5% sequentially.

Mgmt previously laid out a framework for 18-22% growth in FY23 for commercial aero, which
compares to our 25% est. For the total segment, we estimate 5% organic growth in FY23,
accelerating to 11% in FY24 and 13% in FY25 driven by commercial aero growth.

Profitability: FQ3:23 adj. EBITDA margins of 17.5% improved 20 bps from 17.3% a year ago.
Lumpiness in military spares sales can produce some mix impact on profitability across the
quarters, but the company expects to continue to drive improvement with narrowbody volumes. FQ2
included a modest benefit from the $15MM IP sale, driving a sequential decline. However, given just
17.2% YTD adj EBITDAP margin, we forecast FY23 EBITDA margins to fall 110 bps y-0-y to 17.4%
and migrate to 18.8% through FY26.

TGl has a long-term target of low-to-mid 20% margins in Systems and Support by 2025, supporting
the target to double total company EBITDA in three years ($155MM in FY22 ex-divestitures to
$310MM). The three main levers in TSS to achieve this level of profitability include: 1) higher
contribution of MRO and spares vs OEM; 2) renegotiating contract work to include price plus-ups;
and 3) targeting 25% of sales from new products and customers.

Please see important disclosure information on pages 20 - 24 of this report.
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Exhibit 9 - Systems and Support Revenue Approaching Peak Revenues in FY25

Revenue (USD in MM) FY20 FY21 FY22 FY23E FY24E FY25E FY26E
Commercial aerospace $738 $397 $406 $528 $577 $622 $699

Military 436 552 511 460 470 484 498

Business Jets 61 37 49 51 53 55 57

Regional 44 25 23 23 24 24 25

Non-aviation 37 31 35 35 35 35 35

Elims 34 15 6 6 6 6 6

Product Support $1,358 $1,060 $1,030 $1,103 $1,163 $1,225 $1,320

Adjusted op. margin 10.7% 14.0% 16.0% 14.8% 15.9% 16.2% 16.6%
Adjusted EBITDAP margin 15.5% 14.9% 18.5% 17.4% 18.4% 18.5% 18.8%
YoY % Change

Commercial aerospace 1% -46% 2% 30% 9% 8% 12%
Military 7% 27% -7% -10% 2% 3% 3%
Business Jets -4% -40% 34% 3% 4% 4% 4%
Regional -4% -43% -8% 1% 2% 2% 2%
Non-aviation 39% -16% 12% 0% 0% 0% 0%
% Change 2% -22% -4% 6% 5% 5% 8%
% Organic 5% -22% -2% 7% 5% 5% 8%

Source: Company data, Jefferies estimates

4. Inventory Headwinds Weigh on FY23 FCF with a
Risk from Refi Longer Term

Mgmt updated the FY23 cash flow outlook to a use of (§55MM) to (S65MM), which includes:

e CFO of (330MM) to ($40MM)
o  Capex of $25MM from $30MM previously
o Implied FCF of (§55MM) to ($65MM)
e Non-core cash items of (524MM) completed FYTD

e Core CFO of ($6MM) to (§16MM) given inventory built to offset supply chain challenges.

e  Core FCF of ($31TMM) to (S41MM)

The non-core cash items mgmt is adjusting out of its core cash flow were completed in FQ1 at
$21MM related to one quarter of Stuart and close out costs for the Spokane facility. The company
has been able to negotiate and manage the remainder of the one-time cash items initially expected

to total $70-75MM. However, this is offset by higher working capital with full year cash guidance
unchanged.

In FQ3:23, TGI CFO was breakeven, translating to a S5MM use of reported FCF after S5MM of capex.

Working capital was an $11MM use with a $0.5MM use of inventories adn $5MM use from accounts
payable.

We expect $6TMM generated from FCF in FQ4 to support a $66MM use for the full year, in line with
typical seasonality.

Exhibit 10 - Quarterly FCF - Stuart Closed at $17MM vs. $20MM Expected, Another ~$50MM of Non-Core
Items To Go After Net $21MM In FQ1

(SMMs) Q1:23 Q2:23 Q3:23  Q4:23E
Adjusted EBITDA $24 $40 $47 $72 $183 Non-Core Items
Working Capital (70) 7) (11) 38 ($59)
747 Charge @) 0 3 0 ($5) $5
Stuart 7 0 0 0 ($17) $17
Stuart IT Wind 0 0 0 0 $0 $0
Spokane 2) 0 0 0 ($2) $2
Capex 3) 4) (5) (13) ($25) $24
Interest (26) (37) (27) (40) ($130)
Pension/Other 0 (4) (4) 6 ($2)
Pre-Tax FCF (95) (22) (3) 63 ($57)
Cash Tax (1) (2) (2) (2 ($7)
Adjusted FCF ($96) ($24) ($5) $61 ($64) ($55)-($65)
Core FCF Guidance ($75) ($20)-($30) ($5) $60-$70 ($31) - ($41)
Source: Company data, Jefferies estimates

Please see important disclosure information on pages 20 - 24 of this report.
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The bridge from a $157MM use in FY22 to a $64MM use in FY23 includes:

e  Stuart closed on July 1, with the proceeds satisfying the $104MM of remaining advance
repayments to BA.

o $24MM of non-core Structures costs were recorded FYTD, down from $164MM recorded in
FY22.

e  Pension and OPEB contributions are expected at <$3MM annually through FY27. However,
lower asset returns could result in an increase in the pension contributions required beginning
in FY24.

e Offset by a S60MM use of operating working capital largely related to inventory. This compares
to a $29MM benefit from core WC in FY22.

Mgmt set a long-term target of converting 10% of sales to FCF by FY26, led by reducing overhead

and the absence of non-core cash uses, which compares to our est of 4% in FY26.

The watch areas in the out years include the refinancing of $1.1BB of maturities in calendar 2024,

as well as pension contributions. At March 2022, the company did not expect any material pension

contributions through FY27, but given asset returns and interest rates there are likely pension
contributions needed in the FY25-27 period. The company outlined that every 25 bps increase in the
discount rate is a ~$0.37MM headwind to pension income. The company has reverted to the initial
estimate for FY23 pension income of $25MM given it is calculated annually, but this is likely a S5SMM

headwind to pension income next year given a ~200 bps increase in the 10-year rate since March 31.

In terms of the pension contribution from cash, the company has funding credits in place covering

the next four years of pension contributions from prior contributions of stock and prior legislative

relief. However, with every 25 bps of discount rate increase, the gross obligation is lowered by

S44MM. Similarly, the $1.65BB asset base has seen a decline in value, which could result in

incremental funding requirements if there is not a recovery before the company remeasures assets

in March. By our estimate, every 100 bps of lower asset return results in a $1.6MM increase in the
net funding requirement based on 1/10th of the net unfunded change.

Exhibit 11 - FCF Outlook (SMM) - Lingering Structures Charges and Inventory Keep FCF in the Negative in

FY23

Free Cash Flow FY19 FY20 FY21 FY22 FY23E FY24E FY25E FY26E

GAAP Net Income ($323) ($28) ($451) ($43) $122 $44 $43 $70
Income tax (5) 6 3 5 7 5 6 12
Interest 115 122 171 136 130 130 156 156
Adoption of ASU 2017-07 87 0 0 0 0 0 0 0
Pension Income 0 (55) (50) (5) (34) (31) (31) (31)
Loss on divestitures & other 235 68 128 21 (84) 0 0 0
Share-based compensation 10 11 13 10 10 10 10 10
Amortization of acquired contract liabilities (67) (75) (39) (6) 2) 1) 1) 1)
D&A 150 204 346 52 34 34 34 34
Adjusted EBITDA $202 $253 $122 $169 $183 $190 $217 $249
Net Change in WC (ex-Global 7500) 117 72 (22) 29 (59) (1) 10 (16)
Global 7500 (in working capital) (188) 0 0 0 0 0 0 0
Global 7500 (development expense) (42) 0 0 0 0 0 0 0
Pension/OPEB Income (57) (39) (62) 0 0 0 0 0
Pension Contribution 87 (10) ) 0 ) @ 7 (@)
SPR Payment for Tulsa Assets (8) (60) (52) 0 0 0 0 0
ETN Payment for Settlement 0 0 0 0 0 0 0 0
Tulsa Cash Outflow 0 0 0 0 0 0 0 0
747 Charge: Cash Forward Loss 27 20 (10) (36) (5) 0 0 0
Stuart Remain Co cos 0 0 0 0 a7 0 0 0
Stuart IT Wind-down 0 0 0 0 0 0 0 0
E2 Losses (25) (24) 0 0 0 0 0 0
NADEC Charge and other charges 0 0 0 0 0 0 0 0
Spokane Costs 0 0 0 0 ) 0 0 0
Cash Restructuring Costs 0 7 (33) (20) 0 0 0 0
Cash Advance Repayments (80) (60) (40) (83) 0 0 0 0
Cash Advances (Benefit to Cash) 0 0 0 (25) 0 0 0 0
Others (62) 27 0 (10) 0 0 0 0
Pre-tax FCF ($231) $10 $240; $152) $57, $28 $39 $45
Capex 47 (40) (25) (20) (25) (25) (25) (25)
Interest (100) (122) (117) (157) (130) (130) (156) (156)

FCF ($213) $13 $245 ($157) ($64) $23 $34 $40

Source: Company data, Jefferies estimates

Net debt ended FQ3 at $1.5BB after cash of $116MM. We expect TGl to end FY23 at 7.7X ND/EBITDA

as adj. EBITDA improves.

Please see important disclosure information on pages 20 - 24 of this report. 11
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Exhibit 12 - Net Leverage to Fall to 7.9X in 2023E with EBITDA Recovery
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Source: Company data, Jefferies estimates
Current debt includes:

o $563MM of 8.875% Tst Lien Notes Due June 2024
o $525MM 6.250% Senior Secured Notes Due Sept 2024
o  S500MM 7.750% Senior Notes Due Aug 2025

e $15MM of Finance Leases

TGI does not have maturities until 2024, however, we expect just $201MM of cash on the balance
sheet at the end of FY24 (Mar YE) implying the company will need to refinance the maturity given
cash on the BS will not cover the maturities of $1.1BB. The company aims to refinance the secured
notes before each go current in June 2023 and September 2023.

OnDec 1, TGl declared a distribution of warrants to TGl shareholders with an exercise price of $12.35
per share. The pro-rata warrant distribution offers shareholders the option to either exercise with
cash or TGl bonds, or sell warrants to other investors. The warrants will be distributed on Dec 19
to shareholders of record (>3 shares) on Dec 12. Three warrants were issued for every 10 shares
owned and fractional rounded down.

The warrants expire one year from distribution, or five business days after the “price condition date,”
which is the date on which the daily volume weighted average price of TGl equals or exceeds the
exercise price for 20 trading days in any 30-trading day period. Holders who exercise the warrant
prior to the expiration date will have an "over-exercise option” to increase the number of shares under
the warrant by 15% by paying an additional 15% of the exercise price for each warrant exercised. If
fully exercised, the warrants reduce interest expense by $20MM.

Currently, TGl has a CCC+ credit rating and its 2024 maturities trade at a 7.0% (first lien notes) and
7.1% yield (senior secured), respectively. 2025 Senior Notes are trading at a 12.8% yield. However,
they are unsecured and as such are at a higher rate.

Please see important disclosure information on pages 20 - 24 of this report. 12
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Exhibit 13 - Next Maturity Not Until FY24 with >7X Leverage in FY23

Debt Outstanding ($MM)

Debt Maturity Interest Rate 2019 2020 2021 2022 2023E 2024E 2025E 2026E

Revolving Credit Facility 215 400 0 0 0 0 0 0

Senior secured notes Sept. 2021 4.88% 375 0 0 0 0 0 0 0

Senior notes May. 2022 5.25% 300 300 236 0 0 0 0 0

Senior secured first lien notes June 2024 8.88% 0 0 700 563 563 563 563 563

Senior secured notes Sept. 2024 6.25% 0 525 525 525 525 525 525 525 $1.1BBin2024
Senior notes Aug. 2025 7.75% 500 500 500 500 500 500N g:;;%rclvﬁfn(;;;ebé&
Finance leases NA 31 24 20 0 0 0 0 0 refinanced in the near
Receivables Securitization Other 81 75 0 0 0 0 0 0 term.

Principal Debt $1,502 $1824 $1982 $1588 $1588 $1,588 $1,588 $1,588

Unamortized Discount/Deferred Costs (13) (16) (24) 4) @) 4) 4) 4)

Carrying Amount of LT Debt 1,489 1,808 1,958 1,585 1,585 1,585 1,585 1,585

Current Portion of Debt (8) (7) (5) (241) (241) (241) (241) (241)

Carrying LT Debt $1,481 $1,800 $1,952 $1,344 $1344 $1344 $1344 $1344

Metrics

Cash $93 $485 $590 $241 $177 $189 $211 $240

Net Debt (excl. minorities) $1,396 $1,322 $1,368 $1,349 $1413 $1401 $1,378 $1,350

Debt to EBITDA 7.5X 7.2X 16.2X 9.4X 8.7X 8.4X 7.3X 6.4X

Net Debt to EBITDA 6.9X 5.2X 11.2X 8.0X 7.7X 7.4X 6.4X 5.4X

Net Interest $115 $122 $171 $136 $130 $130 $156 $156

Source: Company data, Jefferies estimates

If we consider the two maturities in 2024, the notes are priced at 8.875% ($563MM due June 2024)
and 6.25% ($525MM due Sept 2024) today. The rate in a refi could likely be in the 10% range, but
remains uncertain and depends on the progress of the debt environment.

We consider 100 bps increments up to 12.9% for the refinancing rate of the June maturity. On the
Senior Notes due Sept 2024, we consider the impact of interest rates up to 18%. Every 200 bps of
interest rate priced is a $20MM headwind from incremental interest expense.

Exhibit 14 - Every 200 bps of 2024 Refinanced Interest Rate Worth $20MM to FCF in FY25E
June 2024 Maturity Refinancing Rate

- 8.9% 10.0% 11.0% 12.0% 13.0%
Z 9 $60 $54 $48 $42 $37
=h: $51 $44 $39 $33 $28
> o $40[  $34] $28 $23 $17
NI $30 $23 $18 $12 $7
QB $19 $13 $7 $2 -$4
3 = $7 $0 -$5 -$11 -$17
b @ -$2 -$8 -$14 -$19 -$25

Source: Company data, Jefferies estimates
Taking the blended refi rate from 7.6% under current terms up to 12.0%, at a 6.0% FCF yield every
100 bps of incremental interest is a $2 impact to share fair value.

Exhibit 15 - Every 100 bps of Interest Rate a $2 Impact to Shares

Refinancing Rate

9.0% 10.0% 11.0% 12.0%

$6 $3

. $5 $3
S $5 $2
= $4 $2
e $4 $2
L $3 $2
i $3 $2

Source: Company data, Jefferies estimates
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5. Price Target and Valuation
a) Price Target Derivation - SOTP
We arrive at our price target for TGl using a SOTP analysis. Given the last of the divestitures is now
closed, there is a line of sight to clean EBITDAP and FCF generation for the continuing business.
Our SOTP uses peer average EV/EBITDA multiples with assumed premiums/discounts based on
divisional performance factors to arrive at a $15price target.
We assume a 12X multiple for Systems & Support, at a 20% discount to commercial aero peers
given refi risk, despite near-20% EBITDAP margins and a clear growth profile. We also layer $53MM
of corporate expense at the 11.5X rate. This derives a $15.31 per share value for TGI.
Exhibit 16 - Sum of the Parts Valuation - $15 Fair Value in FY25E
FCF Summary by Segment FY20 FY21 FY22 FY23E FY24E FY25E FY26E
Systems & Support $149 $42 $113 $140 $198 $217 $225
Aerospace Structures 36 (113) (58) (28) (5) 14 12
Corporate (53) (51) (51) (39) (36) (36) (36)
Interest (122) (117) (157) (130) (130) (156) (156)
Taxes 3 ©)] (5) (7) (5) (5) (©)]
Combined FCF $13 ($245) ($157) ($64) $23 $34 $40
Systems & Support $205 $156 $190 $191 $213 $227 $248
Aerospace Structures $100 $18 $30 $31 $13 $26 $37
Corporate ($53) ($51) ($51) ($39) ($36) ($36) ($36)
Total Adjusted EBITDA $253 $122 $169 3183 $190 $217 $249
Systems & Support 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X
Aerospace Structures 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X
Corporate 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X
Blended Average 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X 11.5X
Equity Value Per Segment FY20 FY21 FY22 FY23E FY24E FY25E FY26E
Systems & Support $2,362 $1,790 $2,186 $2,201 $2,454 $2,610 $2,850
Aerospace Structures 1,155 201 347 352 145 298 430
Corporate (610) (587) (585) (454) (414) (414) (414)
Total Equity Value $2,906 $1,405 $1,948 $2,100 $2,186 $2,494 $2,866
Net Debt ($MM) $1,378
Equity Value ($MM) $1,115
Shares (MM) 72.8
Price/Share
Source: Company data, Jefferies estimates
In a downside scenario, we assume TSS EBITDAP margins remain in the 15% range due to
reinvestment, which leads total company FY25 EBITDA 25% lower than our estimate. At a 35%
discount to peers, or a 9X multiple, shares are implied at $5.
In a bull case, we consider EBITDA on track for management's target of ~$310MM by FY25. At a
20% discount to peer average 12X multiple, this implies a price target of $30.
Please see important disclosure information on pages 20 - 24 of this report. 14
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Exhibit 17 - SOTP Bull Case Assumes EBITDA on Track for FY25 Target and Peer Average Multiples
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Source: Company data, Jefferies estimates
b) Price Target Derivation
To complement our SOTP, we also use a blended valuation that arrives at a $15 PT based on our
FY25 estimates given the portfolio transition and lower production rates: 1) FY25 EV/EBITDA of
11.1X (10% discount to S&P vs. 3-yr avg 23% discount); 2) 20.5X P/E on FY25 EPS (10% prem to
S&P vs. 3-yr avg 1% premium); and 3) 2.7% FY25 FCF yield (80% prem to S&P).
Exhibit 18 - Price Target Derivation
Valuation Method Price Assumptions
EV/EBITDA $14 11.1x EV / FY25 Adj. EBITDA of $217MM
P/E $12 20.6x FY25 P/E of GAAP EPS $0.60
FCF Yield $17 2.7% on $34MM FY25 FCF
Average $15 Blended average
Source: Company data, Jefferies estimates
c) Valuation Relative to Peers
TGl trades at a 46% discount to peers on 2024E (FY25) P/E and a 21% discount on 2024E (FY25)
EV/EBITDA.
Exhibit 19 - Relative Valuation Table (2/2/2023)
Stock Px Consensus Market Enterprise P/IE EV/SALES EV /EBITDA Yield
Aerospace Peers Ticker JEF Rating 2/2/2023 BUY Rating Cap Value 2022E  2023E  2024E 2022E 2023E  2024E 2022E  2023E  2024E Dividend FCF
Spirit Aerosystems SPR Buy $36.06 63% 3,795 6,973 - 99.4x 19.2x 0.7x 0.6x 0.5x 28.1x 11.6x 8.0x 0.1% -13.3%
Honeywell HON Hold $207.38 46% 139,426 151,547 237x  22.8x  206x || 39x  38x  3.9x 17.4x  16.0x  14.8x 19%  3.6%
Raytheon Technologies ~ RTX Buy $96.96 63% 142,537 174,619 203x  19.4x  166x || 21x  20x  18x 163x  145x  12.9x 22%  3.4%
Transdigm DG Buy $711.84 74% 38,706 58,319 415x  32.6x  269x || 7x  64x 59 220x  192x  17.4x 0.0%  3.4%
Woodward WWD  Hold $106.59 18% 6,370 7,438 388x  324x  254x || 27x  24x 2.2 206x  185x  156x 07%  3.3%
AAR Corp. AR N/C $52.10 100% 1,795 2,006 21.9x  180x  11.9x || 1.0x  1.0x _ 08x 12.8x  12.8x  8.5x 0.0% _ -1.2%
Peer Average 60% 29.2x 37.4x 20.1x 2.9x 2.7x 2.5x 19.5x 15.4x 12.9x 0.8% -0.1%
Triumph TGI Buy $1222 | 22% 794 2328 [] 21.7x  202x  205x [ 18x 18  16x || 128x 123x  10.7x |[ 00%  -28%
Discount / Premium [ [T -26%  -46% 2% ] -39% -35%  -35% || -35%  -21% _ -17% || |
Source: Company data, Jefferies estimates, FactSet
d) Valuation Relative to History
TGl is currently trading at FY2 PE multiple of 17.5x, 12% below its 3-year average of 20.0x. On
a market-relative basis, the stock is trading at a 5% discount to the S&P vs a historical average
premium of 10%.
Please see important disclosure information on pages 20 - 24 of this report. 15
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Exhibit 20 - Trading at 17.5x P/E, 5% Disct to Mkt vs. 10% Historical Prem
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Source: FactSet, Jefferies estimates
On an EV/EBITDA multiple, TGl is trading at 11.0x, 3% above its 3-year avg and at a 9% discount to
the S&P vs. historical average discount of 21%.

Exhibit 21 - Trading at 10.4X FY2 EV/EBITDA, 9% Disct to Mkt vs. Historical Avg Disct of 21%

16.0x 20%
8 14.0x 10%
Q

g. 12.0x 0%
2 10.0x g
< -10% o
0O 8.0x %
£ 20% 2
B 6.0x 2
3 IS

- 0,
@ 40x 30% 3
~ 1S3
> -40% 9
o 2.0x o

0.0x -50%

SRR A A AN A AR A LG A L G A
5’0 @’b @’b* }‘» %Q;Q eo Sb @'b @’b\\ §° (-OQJQ eo §‘b<\ @’0 @’b* 50 (OQJQ eo 5’2§\
TGI - FY2 EV/EBITDA multiple = == 3yr EV/EBITDA average
Relative to S&P 500 multiple (%, RHS) == == Avg. Premium to S&P 500 (%, RHS)
Source: FactSet, Jefferies estimates
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Exhibit 22 - Annual Statement of Income (SMM)

(millions, except per share data) 2021 2022 2023E 2024E 2025E 2026E
% of % of % of % of % of % of
dollars sales dollars sales dollars sales sales sales sales
Total Revenues $1,870 100% $1,460 100% $1,312 100% $1,324 100% $1,427 100% $1,550 100%
Costs and expenses
Costs of Sales ($1,476) 79% ($1,073) 74% ($955) 73% ($1,010) 76% ($1,076) 75% ($1,154) 74%
Selling, General & Administrative ($216) 12% ($202) 14% ($197) 15% ($132) 10% ($143) 10% ($155) 10%
Depreciation and amortization ($93) 5% ($54) 4% ($34) 3% ($34) 3% ($34) 2% ($34) 2%
Acquisition and integration expenses ($53) 3% $0 0% $0 0% $0 0% $0 0% $0 0%
Curtailments and early retirement incentive $0 0% ($22) 1% ($3) 0% $0 0% $0 0% $0 0%
Special Charge ($357) 19% ($14) 1% $103 -8% $0 0% $0 0% $0 0%
Total Operating Costs ($2,196) 117% ($1,365) 93% ($1,086) 83% ($1,176) 89% ($1,253) 88% ($1,343) 87%
Operating Profit ($326)  -17% $95 $226 17% $147 11% $174 12% $206 13%
Non recurring (pre tax):
747-8 $0 $0 $0 $0 $0 $0
Losson Divestitures/BBD Global Expense $105 $0 ($86) $0 $0 $0
Restructuring charges $53 $22 $3 $0 $0 $0
Curtailment & Settlement/Goodwill trade $53 $0 $0 $0 $0 $0
Other Impairments / Charges $252 $9 ($1) $0 $0 $0
EBIT excluding non-recurring items $108 $135 $142 $147 $174 $206
Total Interest ($171) ($136) ($130) ($130) ($156) ($156)
Pension income $50 $5 $34 $31 $31 $31
Income before taxes (GAAP) ($448) ($35) $131 $49 $49 $82
Income before taxes (adjusted) ($14) $5 $46 $49 $49 $82
Taxes (GAAP rate %) $3 -1% $5 -14% $7 5% $5 11% $6 12% $12 15%
Taxes (Adjusted rate %) $3 -21% $5 105% $7 15% $5 11% $6 12% $12 15%
GAAP Net Income ($451) ($40) $124 $44 $43 $70
Adjusted Net Income ($14) $5 $44 $44 $43 $70
Diluted shares (millions) 52.7 64.6 71.6 72.2 72.8 73.4
Adjusted EPS ($0.03) $0.79 $0.56 $0.60 $0.60 $0.95
Source: Company data, Jefferies estimates
Exhibit 23 - Select Operating Metrics (SMM)
2021 2022 2023E 2024E 2025E 2026E
YoY Change
Total Revenue Change % -35.5% -21.9% -10.1% 0.9% 7.8% 8.6%
Organic Change % -27.3% 0.2% 6.8% 5.7% 7.8% 8.6%
M&A % -8.3% -22.2% -16.9% -4.8% 0.0% 0.0%
Net Income Growth % (continuing) 1505% -91% -386% -64% -1% 60%
EPS Growth % (continuing) -101% -2758% -29% 7% -1% 59%
Margin Analysis
Gross margin % 21.0% 26.5% 27.2% 23.7% 24.6% 25.5%
SG&A as % of sales 11.6% 13.8% 15.0% 10.0% 10.0% 10.0%
Operating Margin % -17.4% 6.5% 17.3% 11.1% 12.2% 13.3%
Segment Op. Margin % (excl. one time items; 9.0% 13.3% 14.5% 14.6% 0.0% 0.0%
Operating Margin % (excl. one time items) 5.8% 9.3% 10.8% 11.1% 12.2% 13.3%
Adj. EBITDA $122 $169 $183 $190 $217 $249
Adj. EBITDA Margin % 6.5% 11.7% 13.9% 14.4% 15.2% 16.1%
EBT % -24.0% -2.4% 10.0% 3.7% 3.5% 5.3%
Tax Rate % -0.6% -14.0% 5.4% 10.5% $0.12 $0.15
Net margin % (continuing) -24.1% -2.7% 9.4% 3.3% 3.0% 4.5%
Balance Sheet Analysis
Net Debt / Equity -167.0% -171.3% -292.1% -250.5% -217.2% -199.2%
Net Debt / EBITDA 11.2x 8.0x 7.7x 7.4x 6.4x 5.4x
Cash Flow Analysis
Free Cash Flow ($245) ($157) ($64) $23 $34 $40
Free Cash Flow Conversion % 54% 394% -52% 52% 78% 58%
Free Cash Flow Yield % -58.0% -30.4% -11.2% 4.0% 5.8% 6.8%
Dividend Yield % 0.0% 0.0% 1.9% 1.9% 1.9% 1.9%
Valuation and Profitability
Diluted P/E -0.9x -12.1x 4.7x 13.3x 13.5x 8.5x
EV/EBITDA 14.7x 11.0x 10.9x 10.4x 9.1x 7.8x
EV/Sales 1.0x 1.3x 1.5x 1.5x 1.4x 1.3x
ROIC 12% 17% 17% 18% 24% 32%
EVI/IC 1.2x 1.7x 2.1x 2.2X 2.3x 2.5x
Source: Company data, Jefferies estimates
Please see important disclosure information on pages 20 - 24 of this report. 17
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Exhibit 24 - Sources and Uses of Funds ($MM)

(millions, except per share data) 2021 2022 2023E 2024E 2025E 2026E
Operating Activities
Net income ($450.9) ($42.8) $122.3 $43.7 $43.4 $69.6
Depreciation & Amortization 93.3 49.6 34.0 34.0 34.0 34.0
Other Items 197.5 (180.5) (136.3) (29.2) (28.2) (22.0)
Op cash flow pre-working capital ($160.1) ($173.6) $20.0 $48.5 $49.2 $81.6
Change in inventory 52.6 38.8 (63.3) 19.4 26.5 (12.0)
Change in receivables 165.4 15.4 14.7 (1.5) (12.9) (15.4)
Change in payables (278.2) (17.9) (10.7) (18.5) (4.0) 11.1
Changes in working capital (60.2) 36.3 (59.3) (0.6) 9.7 (16.3)
Cash Flow from Operations ($220.3) ($137.4) ($39.3) $47.9 $58.9 $65.3
Investment activities
Capital expenditures (25.2) (19.7) (25.0) (25.0) (25.0) (25.0)
Proceeds from sale of assets 15.9 2245 0.0 0.0 0.0 0.0
Cash used for businesses acquired 0.0 (23.7) 0.0 0.0 0.0 0.0
Cash Flow from Investments ($9.3) $181.2 ($25.0) ($25.0) ($25.0) ($25.0)
Financing Activities
Change in debt 225.0 (368.1) 0.0 0.0 0.0 0.0
Cash dividends paid 0.0 0.0 0.0 (11.2) (11.3) (11.4)
Dividend payment / Buyback 0.0 0.0 (11.1) (11.2) (11.3) (11.4)
Cash Flow from Financing $225.0 ($368.1) ($11.1) ($22.5) ($22.7) ($22.9)
Net change in cash items ($4.6) ($324.2) ($75.4) $0.4 $11.2 $17.4
Cash at the beginning of the period 485.5 589.9 240.9 176.9 188.5 239.9
Cash at the end of the period $589.9 $240.9 $176.9 $188.5 $211.1 $239.9
Source: Company data, Jefferies estimates
Exhibit 25 - Annual Balance Sheet (SMM)
(millions, except per share data) 2021 2022 2023E 2024E 2025E 2026E
Assets
Cash and cash equivalents $590 $241 $177 $189 $211 $240
Accounts receivable - net 194 179 164 165 178 194
Inventories and contracts in progress 400 362 425 406 379 391
Contract Assets 135 102 102 102 102 102
Deferred income tax assets 0 0 0 0 0 0
Rotable assets 19 19 19 19 19 19
Prepaid expenses 0 0 0 0 0 0
Assets held for sale 216 60 60 60 60 60
Other current assets 0 0 0 0 0 0
Total Current Assets 1,554 963 947 941 950 1,006
PPE 211 169 288 213 138 63
Goodwill 522 514 514 514 514 514
Intangible assets 102 85 85 85 85 85
Deferred income tax assets 0 0 0 0 0 0
Other assets 61 30 30 30 30 30
Total non-current assets 897 798 917 842 767 692
Total Assets $2,451 $1,761 $1,864 $1,783 $1,716 $1,698
Liabilities
Current portion of long- term debt 5 3 3 3 3 3
Accounts payable 179 162 151 132 128 139
Income taxes payable 0 0 0 0 0 0
Accrued liabilities 476 379 189 202 215 228
Liabilities related to assets held for sale 58 58 58 58 58 58
Total Current Liabilities $718 $602 $401 $395 $404 $428
Long-term debt 1,952 1,586 1,586 1,586 1,586 1,586
Deferred income tax liabilities 384 301 301 301 301 301
Other long-term liabilities 215 59 59 59 59 59
Total Non-current Liabilities 2,551 1,947 1,947 1,947 1,947 1,947
Total Liabilities $3,270 $2,548 $2,347 $2,342 $2,351 $2,375
Total Stockholders equity ($819) ($787) ($484) ($559) ($635) ($677)
Total liabilities and S/E $2,451 $1,761 $1,864 $1,783 $1,716 $1,698

Source: Company data, Jefferies estimates

Please see important disclosure information on pages 20 - 24 of this report.
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Exhibit 26 - Quarterly Income Statement
(millions, except per share data) 2022 2023E
[ o1 Q2 Q3 Q4 [ Year QL [ Q2 [ Q3 [ Q4E [ Year
Revenues $396.6 $357.4 $319.2 $386.7 $1,460 $349.4 $307.6 $328.9 $326.2  $1,312.0
Costs and Expenses
Costs of Sales (294) (262) (232) (285)  (1,073) (272) (208) (240) (235) (955)
Selling, General & Administrative (56) (54) (42) (49) (202) (52) (60) (44) (40) (197)
Depreciation and amortization (15) (13) (12) (10) (50) (10) 9) 9) 7 (34)
Acquisition and integration expenses 0 0 0 ) ) 0 0 0 0 0
Curtailments and early retirement incent 4 4 (5) (6) (19) 1) ) 0 0 3)
Special Charge (6) (8) 0 4 9 0 104 @ 0 103
Total Operating Costs (376) (341) (291) (348) _ (1,356) (335) (175) (294) (282) __ (1,086)
Total Operating Profit (EBIT) $21 $16 $28 $39 $104 $15 $132 $35 $44 $226
Non recurring (pre tax):
7-8 0 0 0 0 0 0 0 0 0 0
Losson Divestitures/BBD Global Expens 0 0 0 0 0 0 0 0 0 0
Curtailment & Settlement/Goodwill trade 0 0 0 0 0 0 0 [ ] 0
Other Impairments / Charges 0 0 0 0 0 0 0 0 0 0
Restructuring charges 4 4 5 9 22 1 2 0 0 3
EBIT excluding non-recurring items $25 $20 $33 $47 $126 $15 $134 $35 $44 $229
Total Interest (48) (34) (34) (31) (136) (32 (32) (38) 29 (130)
Pension income () 10 14 (18) 5 9 9 9 8 34
Income before taxes ($29) ($7) $8 ($10) ($26) ($9) $108 $6 $24 $131
Tax 1.2) (1.8) (1.1) (0.8) (4.9) (1.8) (1.8) (0.6) (2.9) (7.0)
Adjusted Tax 1.2) (1.8) 11 (0.8) (4.9 (1.8) (1.8) (0.6) (2.9 (7.0)
Net earnings ($30) (39) $7 ($11) ($31) ($10) $107 $5 $21 $124
Diluted shares (millions) 64.3 64.5 65.1 64.6 64.6 64.8 65.3 68.5 88.0 716
Adjusted EPS $0.09 $0.10 $0.21 $0.39 $0.79 $0.12 $0.07 $0.12 $0.25 $0.56
2022 2023E
[ o1 Q2 Q3 Q4 | Year 01 | Q2 03 | Q4E [ Year |

Revenue change YoY -19.9% -25.8% -25.1% -17.2% -21.9% -11.9% -13.9% 3.0% -15.6% -10.1%
Organic Revenue Change YoY 11.0% -1.9% -5.0% -0.9% 0.2% 0.8% 12.7% 23.0% 0.5% 7.8%
Gross margin % 26.0% 26.6% 27.2% 26.4% 27.1% 22.0% 32.4% 27.0% 28.0% 27.2%
SG&A as % of sales 14.2% 15.1% 13.3% 12.7% 13.8% 14.8% 19.6% 13.5% 12.4% 15.0%
EBIT Margin (including charges) % 5.3% 4.6% 8.8% 10.0% 7.1% 4.2% 43.0% 10.7% 13.6% 17.3%
EBIT Margin (excluding one time items) %  7.9% 7.8% 10.3% 11.1% 9.3% 9.3% 9.9% 10.9% 13.2% 10.8%
EBT % -7.3% -2.0% 2.6% -2.5% -2.6% -2.5% 35.2% 1.8% 7.3% 9.9%
Tax rate -4.2% -24.5% 13.2% -8.4% -13.0% -20.4% 1.6% 10.2% 12.2% 5.4%
Net margin -1.7% -2.5% 2.3% -2.7% -2.9% -3.0% 34.6% 1.6% 6.4% 9.3%
Sales By Segment
Revenue

Systems and Support $258 $249 $236 $287 $1,030 $255 $274 $285 $289 $1,103

Aerospace Structures 138 109 83 100 430 95 33 44 37 209

elims HO) 0 0 (0) © (0) 0) 0 0 0
Total Revenue $397 $357 $319 $387 $1,460 $349 $308 $329 $326 $1,312
Revenue YoY % change

Systems and Support 8% -2% -11% -5% -3% -1% 10% 21% 1% 5%

Aerospace Structures -46% -53% -49% -40% -47% -31% -69% -47% -63% 26%
Total Revenue -20% -26% -25% -17% -22% -12% -14% 3% -16% 8%
% organic 11% -2% -5% -1% 0% 1% 13% 23% 1% 8%
Operating Income

Systems and Support $36 $38 $41 $49 $163 $33 $43 $43 $44 $163

Aerospace Structures 11 4 (4) 3 14 ) 6 5 1 10
Segment Operating Income 47 42 37 52 177 31 49 48 45 173
Corporate (26) (25) 9) (13) 73) (16) 83 (13) (0) 53
Total Operating Income $21 $16 $28 $39 $104 $15 $132 $35 $44 $226
Adjusted Operating Income

Systems and Support $36 $38 $41 $49 $163 $33 $43 $43 $44 $163

Aerospace Structures 14 8 1 8 31 15 6 5 1 27
Total segment operating income 50 46 42 57 194 48 49 48 45 190
Corporate (19) (18) (9) (13) (59) (15) (19) (12) (1) (48)
Total $30 $28 $33 $44 $135 $33 $30 $36 $43 $142
Adjusted Operating Margin

Systems and Support 13.8% 15.3% 17.2% 17.2% 15.9% 13.0% 15.8% 15.1% 15.2% 14.8%

Aerospace Structures 10.3% 7.0% 1.4% 7.7% 7.1% 15.7% 17.7% 11.5% 2.1% 12.7%
Total segment operating margin 12.5% 12.8% 13.1% 14.7% 13.3% 13.7% 16.0% 14.6% 13.7% 14.5%
Total operating margin 7.6% 7.8% 10.3% 11.5% 9.3% 9.3% 9.9% 10.9% 13.2% 10.8%

Source: Company data, Jefferies estima
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Company Description

Triumph Group, Inc.

TRIUMPH is a Tier 1 aerospace and military supplier which has undertaken a six-year portfolio transformation to reposition the company for high-
margin growth. TGl has two segments: Systems & Support and Aerospace Structures. TSS provides hydraulic, mechanical and electromechnical
actuation; power and control; gearboxes; heat exchangers; fuel pumps; flight controls; and surface treatment option. Following the divestitures
of its fuselage, tail and structural designs businesses, the Aerospace Structures unit focuses on interiors including insulation, ducting, reinforced
thermoplastic and other aircraft interior and composite components.

Company Valuation/Risks

Triumph Group, Inc.

Our PT is based on a SOTP analysis, in which we apply a peer avg multiple to Systems & Support, in-line with the commercial aerospace peer group
and a 20% disct to SPR multiple to Structures. Risks: Higher interest rate on refinanced maturities limits ability to reach positive FCF; global demand
for commercial aircraft and air travel; rising rate environment leads to higher pension contribution requirements.

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Analyst Certification:

I, Sheila Kahyaoglu, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.

I, Ellen Page, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as appropriate, but
various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority of reports are published
at irregular intervals as appropriate in the analyst's judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Published February 3,2023,13:10 ET.
Recommendation Distributed February 5,2023,10:00 ET.

Company Specific Disclosures
Jefferies Group LLC makes a market in the securities or ADRs of Raytheon Technologies.
Jefferies Group LLC makes a market in the securities or ADRs of Woodward.

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10is 20% or more withina 12-
month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average security price consistently
below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For Underperform rated securities with an
average security price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% or less within a 12-month period.

Please see important disclosure information on pages 20 - 24 of this report. 20
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NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or Jefferies
policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities regulations
prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total return over
the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate,
revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/
average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the
next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection is based on
fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward ratio and investment
themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number can vary depending on analyst
recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for inclusion changes, the stock has met its
desired return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P stocks will continue to
have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent a recommended portfolio of stocks and is not
sector based, but we may note where we believe a Pick falls within an investment style such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the financial
instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based upon their specific
investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of the financial instruments
recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and income from, any of the financial
instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial and political factors. If a financial instrument
is denominated in a currency other than the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income derived
from the financial instrument described in this report. In addition, investors in securities such as ADRs, whose values are affected by the currency of the
underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
+ Honeywell International Inc. (HON: $207.38, HOLD)
+ Raytheon Technologies (RTX: $36.48, BUY)
+ Spirit AeroSystems Holdings, Inc. (SPR: $34.43, BUY)
* TransDigm Group Incorporated (TDG: $713.50, BUY)
* Triumph Group, Inc. (TGI: $12.22, BUY)
* Woodward (WWD: $103.84, HOLD)
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Rating and Price Target History for: Triumph Group, Inc. (TGI) as of 02-02-2023

02/10/2020 HOLD:$26.00 |03/03/2020 HOLD:$21.00 |03/17/2020 HOLD:$6.50 |06/01/2020 HOLD:$8.00 |11/10/2020 HOLD:$11.00 |01/08/2021 HOLD:$12.00

0
Jan 21 r ul 21 ct 21 Jan 22 Apr 22 Jul 22 Oct 22 Jan 23
HOLD:$16.00 | 07/14/2021 HOLD:$20.00 |11/11/2021 HOLD:$23.00 |11/23/2021 HOLD:$20.00 |02/14/2022 BUY:$26.00

11/14/2022  BUY:$19.00

02/05/2021 HOLD:$14.00 | 04/08/2021

05/26/2022  BUY:$20.00

Distribution of Ratings IB Serv./Past12 Mos. JIL Mkt Serv./Past12 Mos.
Count Percent Count Percent Count Percent
BUY 1916 58.45% 62 3.24% 16 0.84%
HOLD 1167 35.60% 8 0.69% 0 0.00%
UNDERPERFORM 195 5.95% 2 1.03% 1 0.51%
Please see important disclosure information on pages 20 - 24 of this report. 22
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Other important disclosures

Other Important Disclosures

Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends to seek compensation for
investment banking services among other activities from such companies. As a result, investors should be aware that Jefferies may have a conflict of interest
that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC ("Jefferies") group companies:
United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research Services, LLC, an SEC
registered Investment Adviser, to clients paying separately for such research).

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and Wales No.
1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44 (0)20 7029 8010.

Germany: Jefferies GmbH, which is authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, BaFin-ID: 10150151, registered office:
Bockenheimer Landstr. 24, 60232 Frankfurt a.M., Germany; telephone: +49 (0) 69 719 1870

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located at Level
26, Two International Finance Center, 8 Finance Street, Central, Hong Kong; telephone: +852 3743 8000.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore
048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member of the
Japan Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yurakucho, Chiyoda-ku, Tokyo 100-0006; telephone
+813 5251 6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for: Stock Broker (NSE &
BSE) INZ000243033, Research Analyst INHO00000701 and Merchant Banker INMO00011443, located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla
Complex, Bandra (East), Mumbai 400 051, India; Tel +91 22 4356 6000.

Australia: Jefferies (Australia) Pty Limited (ACN 623 059 898), which holds an Australian financial services license (AFSL 504712) and is located at Level 22,
60 Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.

This report was prepared by personnel who are associated with Jefferies (Jefferies International Limited, Jefferies GmbH, Jefferies Hong Kong Limited, Jefferies
Singapore Limited, Jefferies (Japan) Limited, Tokyo Branch, Jefferies India Private Limited), and Jefferies (Australia) Pty Ltd; or by personnel who are associated
with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is a US registered broker-dealer and is affiliated with JRS, which is a US
registered investment adviser. JRS does not create tailored or personalized research and all research provided by JRS is impersonal. If you are paying separately
for thisresearch, it is being provided to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively referred
to below as "Jefferies". Jefferies may seek to do business with companies covered in this research report. As a result, investors should be aware that Jefferies
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only one of many factors in making their
investment decisions. Specific conflict of interest and other disclosures that are required by FINRA and other rules are set forth in this disclosure section.

* Kk Kk

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation S of the U.S. Securities
Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts responsibility for its contents in accordance with
the provisions of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. Transactions by or on behalf of any US person may only be effected
through Jefferies LLC. In the United Kingdom and European Economic Area this report is issued and/or approved for distribution by Jefferies International
Limited ("JIL") and/or Jefferies GmbH and is intended for use only by persons who have, or have been assessed as having, suitable professional experience
and expertise, or by persons to whom it can be otherwise lawfully distributed.

JIL and Jefferies GmbH allows its analysts to undertake private consultancy work. JIL and Jefferies GmbH's conflicts management policy sets out the
arrangements JIL and Jefferies GmbH employs to manage any potential conflicts of interest that may arise as a result of such consultancy work. Jefferies LLC,
JIL, Jefferies GmbH and their affiliates, may make a market or provide liquidity in the financial instruments referred to in this report; and where they do make
a market, such activity is disclosed specifically in this report under “company specific disclosures”.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services
mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act
(Ontario). In Singapore, Jefferies Singapore Limited (“JSL") is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore,
where this material is prepared and issued by a Jefferies affiliate outside of Singapore, it is distributed by JSL pursuant to Regulation 32C of the Financial
Advisers Regulations. The material contained in this document is intended solely for accredited, expert or institutional investors, as defined under the Securities
and Futures Act 2001 (Singapore). If there are any matters arising from, or in connection with this material, please contact JSL, located at 80 Raffles Place
#15-20, UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950. In Japan, this material is issued and distributed by Jefferies (Japan) Limited to institutional
investors only. In Hong Kong, this report is issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined
in the Hong Kong Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The
research in relation to this report is conducted outside the People's Republic of China (“PRC"). This report does not constitute an offer to sell or the solicitation of
an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining
all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. In India, this report is made available
by Jefferies India Private Limited. In Australia, this report is issued and/or approved for distribution by, or on behalf of, Jefferies (Australia) Securities Pty Ltd
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(ACN 610 977 074), which holes an Australian financial services license (AFSL 487263). It is directed solely at wholesale clients within the meaning of the
Corporations Act 2001 (Cth) of Australia (the “Corporations Act”), in connection with their consideration of any investment or investment service that is the
subject of this report. This report may contain general financial product advice. Where this report refers to a particular financial product, you should obtain a
copy of the relevant product disclosure statement or offer document before making any decision in relation to the product. Recipients of this document in any
other jurisdictions should inform themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or estimate
constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation to maintain
or update this report based on subsequent information and events. Jefferies, and their respective officers, directors, and employees, may have long or short
positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or described herein, either as agent or as principal
for their own account. This material is provided solely for informational purposes and is not tailored to any recipient, and is not based on, and does not take into
account, the particular investment objectives, portfolio holdings, strategy, financial situation, or needs of any recipient. As such, any advice or recommendation
in this report may not be suitable for a particular recipient. Jefferies assumes recipients of this report are capable of evaluating the information contained herein
and of exercising independent judgment. A recipient of this report should not make any investment decision without first considering whether any advice or
recommendation in this report is suitable for the recipient based on the recipient’s particular circumstances and, if appropriate or otherwise needed, seeking
professional advice, including tax advice. Jefferies does not perform any suitability or other analysis to check whether an investment decision made by the
recipient based on this report is consistent with a recipient’s investment objectives, portfolio holdings, strategy, financial situation, or needs.

By providing this report, neither JRS nor any other Jefferies entity accepts any authority, discretion, or control over the management of the recipient’s assets.
Any action taken by the recipient of this report, based on the information in the report, is at the recipient’s sole judgment and risk. The recipient must perform his
or her own independent review of any prospective investment. If the recipient uses the services of Jefferies LLC (or other affiliated broker-dealers), in connection
with a purchase or sale of a security that is a subject of these materials, such broker-dealer may act as principal for its own accounts or as agent for another
person. Only JRS is registered with the SEC as an investment adviser; and therefore neither Jefferies LLC nor any other Jefferies affiliate has any fiduciary duty
in connection with distribution of these reports.

The price and value of the investments referred to herein and the income from them may fluctuate. Past performance is not a guide to future performance,
future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of,
or income derived from, certain investments.

This report may contain forward looking statements that may be affected by inaccurate assumptions or by known or unknown risks, uncertainties, and other
important factors. As a result, the actual results, events, performance or achievements of the financial product may be materially different from those expressed
or implied in such statements.

This report has been prepared independently of any issuer of securities mentioned herein and not as agent of any issuer of securities. No Equity Research
personnel have authority whatsoever to make any representations or warranty on behalf of the issuer(s). Any comments or statements made herein are those
of the Jefferies entity producing this report and may differ from the views of other Jefferies entities.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s. Reproduction and
distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Jefferies does not guarantee
the accuracy, completeness, timeliness or availability of any information, including ratings, and is not responsible for any errors or omissions (negligent or
otherwise), regardless of the cause, or for the results obtained from the use of such content. Third-party content providers give no express or implied warranties,
including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Neither Jefferies nor any third-party content provider
shall be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including lost income or profits and opportunity costs) in connection with any use of their content, including ratings. Credit ratings are statements of opinions
and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the suitability of securities or the suitability of
securities for investment purposes, and should not be relied on as investment advice.

Jefferies research reports are disseminated and available electronically, and, in some cases, also in printed form. Electronic research is simultaneously made
available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Jefferies. Neither Jefferies nor
any of its respective directors, officers or employees, is responsible for guaranteeing the financial success of any investment, or accepts any liability whatsoever
for any direct, indirect or consequential damages or losses arising from any use of this report or its contents. Nothing herein shall be construed to waive any
liability Jefferies has under applicable U.S. federal or state securities laws.

For Important Disclosure information relating to JRS, please see https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?
BRCHR_VRSN_ID=483878 and https://adviserinfo.sec.gov/Firm/292142 or visit our website at https://javatar.bluematrix.com/sellside/Disclosures.action, or
www jefferies.com, or call 1.888.JEFFERIES.

© 2023 Jefferies Group LLC
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A Better Refi Rate and Warrant Exercise on Deck

On Feb 28th, TGl priced its $1.2BB secured note offering due in 2028, which
will retire the co's $1.1BB of debt due 2024 (8.875% Snr Sec First Lien Ntes due
2024 and 6.25% Snr Sec Ntes due 2024). The new debt priced at 9.0% implying
an incremental $25MM of interest w/ the warrants a partial offset given shares
above the strike price for 15 of the past 16 days. At a 5% yield on our FY25 FCF
of $53MM this implies fair value of $12 incl $235MM of warrant proceeds.

TGI Refinanced $1.2BB at 9.0%, Rate Better than Expected. TGl priced its $1.2BB debt offering
of 9.0% Sr Secured First Lien Notes due 2028. The offering is expected to close March 14 and is
intended to repay the $563MM of outstanding 8.875% Sr Secured First Lien Notes due 2024 and the
$525MM of 6.25% Sr Secured Notes due 2024. The draw down beyond the $1.09BB of maturities
will be used to pay off a $35MM A/R securitization draw and cover $24MM of associated fees. The
offering implies an incremental $25MM of interest - 9.0% rate vs blended rate of 7.6% on the prior
debt. Given a March 31 YE, the impact to FY23 is more moderate w/ just STMM of incremental
interest relative to prior rates.

Warrant Progress - Above Strike Price for 15 of Past 16 Days. TGl issued warrants in Dec, which
could result in a $21MM reduction in interest if successful (up to $270MM of paydown at a 7.8%
avg rate). Warrants can be exercised with cash or TGl bonds, offering an oppty for deleveraging.
The only bonds eligible for the warrant transaction are the Sr Secure Nts due 2025, which carry a
7.75% rate. Through March 1, shares have been above the strike price for 15 of the past 16 days.
The company announced this March 8 as the price condition date, assuming shares remain above
$12.35, resulting in the warrant expiration. The Oversubscription period would begin March 9 and
run until March 15. We assume $235MM of proceeds from the transaction.

Potential Upside from Warrant Deal. We assume $235MM of warrant proceeds effective March
15 in our FY25 FCF of $563MM including an $18MM benefit from lower interest. However, it would
be modestly dilutive with 1T9MM shares issued in the transaction leading to upside FCF/sh of $0.58
in our base case vs $0.48 in the absence of warrants. If we take a 5.0% FCF yield, then our base
case implies a fair value of $12.

FY25 EPS Modestly Better Despite Dilution. We lower our FY23 and FY24 EPS to account for
the higher interest expense with $0.55 of FY23 adj EPS (vs guidance of $0.48-0.68) from $0.56
previously. Our FY25 adj EPS had previously included a 10% refi rate with the better rate implying
adj EPS of $0.65 from $0.60 previously.

SOTP and FCF Yield Blended PT. Our blended PT of $15 is based on: 1) a 5% dsct to peer avg EV/
EBITDA, which implies a fair value of $19; and 2) a 5.0% FCF yield on our FY25 of $53MM implies
a fair value of $12. Each $5MM FCF is worth $1 to shares.

I ESTIMATE CHANGE

RATING BUY

PRICE $12.45%

PRICE TARGET | % TOPT  $15.00 | +20%

52W HIGH-LOW $27.85-$7.84

FLOAT (%) | ADV MM (USD) 0.0% | 11.90

MARKET CAP $852.8M

TICKER TGI

APrior trading day's closing price unless otherwise
noted.

CHANGE TO JEFe JEF vs CONS

2023 2024 2023 2024

REV NA NM NA NA

EPS -2% -33% NA NA

2023(5) Q1A Q2A  Q3A Q4 FY

EPS 0.12 0.07 012 +024 055

PREV 0.25 0.56

Exhibit 1 - Every $50MM of Warrant Proceeds
Worth $1 to Shares

FCF Yield (%)
3.0% 4.0% 5.0%

£ $16 $12 $10 $8 $7
£ $17 $13 $10 $8 $7
Ed $18 $13 $11 $9 8
= $18 $14 $11 $9 8
g $19 $14 $11 $9 8
g $19 14 $10 8
a $20 $15 $12 $10 8

Source: Company data, Jefferies estimates

Exhibit 2 - SOTP Bull Case Assumes EBITDA at
Target of Doubling by FY25

$350 14.0x

$300 115X
s

218
$193 g ox
$150
$100
s7 $15
0

Bear Case Base Case Bull Case

2
EV/EBITDA Multiple (X)

FY25 EBITDA ($MM)/SOTP Value
@
& H

= EBITDA Fair Value  ==—Average Multiple

Source: Company data, Jefferies estimates

(FY Mar) 2022A 2023E 2024E 2025E
Rev. (MM) 1,459.9 1,312.0 1,324.3 1,429.8

Sheila Kahyaoglu * | Equity Analyst
EV/Rev 1.6x 1.8x 1.8x 1.6x i . | Equity . y

(212) 336-7216 | sheila.kahyaoglu@jefferies.com
P/Rev 0.6x 0.7x 0.6x 0.6x Ellen Page * | Equity Associate
EBITDA (MM) 169.0 183.0 190.0 218.0 (212) 323-3381 | epage@jefferies.com
Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 11 - 15 of this report.

* Jefferies LLC / Jefferies Research Services, LLC
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The Long View: Triumph Group, Inc.

Investment Thesis / Where We Differ Risk/Reward - 12 Month View

+ FY22 saw the completion of the divestiture strategy, although facility Unside : Downsid
pside:Downsiae
1.01:1

exits and wind-down costs are stranded into FY23, driving negative FCF. 301
TSS and Structures should return to organic growth in FY23 as volumes
begin to ramp, although the focus remains on EBITDA execution and FCF ]
generation. Our SOTP blended with a 5.0% FCF yield implies a price target 20 20 (+61%)
of $15.
154 15 (+20%)
104
54 5 (-60%)
0 T T
2022 2023 +12 mo.
Base Case, Upside Scenario, Downside Scenario,

$15 +20%

+ Organic revenue increases 6% in FY24 and 8%
in FY25, driven by ramping volumes.

+ Aerostructures grows organically in FY25 at
+26%, while TSS grows at 5% due to NB rates
and MRO work.

+ Adj. EBITDA margins expand to 15.2% in FY24
driven by cost-reduction benefits and volumes
ramping.

+ Assumes $235MM of warrant proceeds used to
paydown debt with corresponding 19MM share
dilution.

$20, +61%

+ Revenue expands by 13% organically in FY25
given growth in commercial and military
content.

+ Adj. EBITDA margins expand to 19.5% in FY25
from higher mix of commercial AM.

+ Adj. EBITDA meets target of $310MM by FY25.

+ FCF conversion meets target of 10% of sales by
FY25.

+ PT $20: Assumes FY25 EBITDA doubles FY22
run rate, trading at a 30% disct to peers avg
9.5X.

+ PT §15: SOTP at 13.1X (5% disct to peers avg)
on adj. EBITDA of $218MM in FY25; 5.0% FCF
yield on our FY25 FCF of $53MM.

S5, -60%

+ Revenues expand modestly at 4% organically in
FY25 as volumes in aerospace and military do
not fully recover to prior peak and production
rates fall under the forecast.

+ Commercial AM growth lags expectations and
new product wins decelerate.

+ TGl fails to drive margin execution from cost
takeout and operating leverage; reinvestment
weighs on TSS EBITDAP margins at 15%.

+ PT $5: Assumes 35% discount to peers, or 9X.

Sustainability Matters

Top Material Issue(s): 1) Supply Chain Mgmt: In Nov '21, TGl hosted a conference called Ready for Rate
Ramp with 250 key global suppliers to jointly develop actions ahead of OEM rate increases, such as
advanced forecasting, Al-based risk mgmt, innovative staffing, dual sourcing, and disciplined price mgmt.

Company Target(s): 1) Reduce Scope 1 and 2 emissions by 30% by 2030 with a long-term ambition
to be carbon-neutral by 2050; 2) reduce hazardous waste by 30% by '30; 3) continuously increase the
percentage of women and people of color in leadership roles through 2030; 4) implement a serious injury
and fatality prevention program, site-specific water reduction programs in high-stress water regions, and
recycling and reuse programs by 2025; 5) reach 100% I1SO 14001 certified facilities by 2030 from 5 today

Qs to Mgmt: 1) What are the early focus areas for executing on goals across energy usage & emissions,
social, governance, water & wastewater, and waste? 2) Can TGl explain the introduction of sustainability
criteria into its product development process?

The Five ESG Issues Investors Should Look At When Investing in A&D

Catalysts

+ Commercial aerospace production rates
improve with the recovery, particularly on the
MAX (16% of backlog) and A321 (9% of
backlog).

+ Continued strength in bookings.

+ Content wins on commercial and military
platforms.

+ Volume growth drives EBITDA towards

doubling by 2025, while one-timers end in FY23,

driving a return to positive FCF.

Please see important disclosure information on pages 11 - 15 of this report.
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After the refinancing closes on March 14, TGl will have two tranches of debt outstanding. This
includes the S500MM of 2025 Senior Notes (7.75%) and the newly issued $1.2BB of 2028 Senior
Secured Notes (9.0%). We assume that the warrant transaction is successful with $235MM of
proceeds used to pay down debt by March 15. There is upside if the over-exercise option results
in proceeds up to $270MM. Our base assumption implies that the warrants result in a $18MM
reduction in interest expense, partially offsetting the $25MM of incremental interest related to the
refinancing transaction.

Going forward, the company will aim to bring down debt further with cash generation and any
opportunities to monetize product lines winding down, similar to the IP sale conducted in FQ2.

We assume net leverage falls from 6.5X in FY23E to 4.4X at the end of FY26.

Exhibit 3 - Net Leverage to Fall to 4.4X by FY26E
Debt Outstanding ($MM)

Maturity Interest Rate 2023E 2024E 2025E 2026E
Revolving Credit Facility 215 400 0 0 0 0 0 0
Senior secured notes Sept. 2021 4.88% 375 0 0 0 0 0 0 0
Senior notes May. 2022 5.25% 300 300 236 0 0 0 0 0
Senior secured first lien notes June 2024 8.88% 0 0 700 563 0 0 0 0
Senior secured notes Sept. 2024 6.25% 0 525 525 525 0 0 0 0  $1.1BBin 2024
Senior notes Aug. 2025 7.75% 500 500 500 500 265 265 265 265 | Maturities (June &
X m Sept) refinanced in
Senior secured notes Jul-05 9.00% 0 0 0 0 1200 1,200 I, ; March 2023.
Finance leases NA 31 24 20 0 0 0 0 0  Assumes $235MM of
Receivables Securitization Other 81 75 0 0 0 0 0 0 | Wwarrant proceeds.
Principal Debt $1,502 $1,824 $1,982 $1588 $1,465 $1,465 $1,465 $1,465
Unamortized Discount/Deferred Costs (13) (16) (24) (4) (4) 4) 4) 4)
Carrying Amount of LT Debt 1,489 1,808 1,958 1,585 1,462 1,462 1,462 1,462
Current Portion of Debt (8) (7) (5) (241) (241) (241) (241) (241)
Carrying LT Debt $1,481 $1,800 $1,952 $1,344 $1,221 $1,221 $1,221 $1,221
Metrics
Cash $93 $485 $590 $241 $288 $289 $328 $373
Net Debt (excl. minorities) $1,396 $1,322 $1,368 $1,349 $1,178 $1,177 $1,139 $1,094
Debt to EBITDA 7.5X 7.2X 16.2X 9.4X 8.0X 7.7X 6.7X 5.8X
Net Debt to EBITDA 6.9X 52X  11.2X 8.0X 6.5X 6.2X 5.2X 4.4X
Net Interest $115 $122 $171 $136 $130 $137 $137 $137
Source: Company data, Jefferies estimates
After accounting for the impact to interest from the two transactions planned for this month, we
assume $15MM of FCF generation in FY24E on $137MM of interest expense. This rises to $53MM
in FY25E and S60MM in FY26E.
Please see important disclosure information on pages 11 - 15 of this report. 3
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Exhibit 4 - FCF Generation Rises to $60MM by FY26E with $15MM in FY24E

Free Cash Flow FY19 FY20 FY21 FY22 FY23E FY24E FY25E FY26E
GAAP Net Income ($323) ($28) ($451) ($43) $122 $37 $60 $87
Income tax (5) 6 3 5 7 5 9 15
Interest 115 122 171 136 130 137 137 137
Adoption of ASU 2017-07 87 0 0 0 0 0 0 0
Pension Income 0 (55) (50) (5) (34) (31) (31) (31)
Loss on divestitures & other 235 68 128 21 (84) 0 0 0
Share-based compensation 10 11 13 10 10 10 10 10
Amortization of acquired contract liabilities (67) (75) (39) (6) (2) (1) (1) (1)
D&A 150 204 346 52 34 34 34 34

Adjusted EBITDA $202 $253 $122 $169 $183 $190 $218 $251
Net Change in WC (ex-Global 7500) 117 72 (22) 29 (59) 1) 9 17
Global 7500 (in working capital) (188) 0 0 0 0 0 0 0
Global 7500 (development expense) (42) 0 0 0 0 0 0 0
Pension/OPEB Income (57) (39) (62) 0 0 0 0 0
Pension Contribution 87 (10) ) 0 ) 7) ()] @)
SPR Payment for Tulsa Assets (8) (60) (52) 0 0 0 0 0
ETN Payment for Settlement 0 0 0 0 0 0 0 0
Tulsa Cash Outflow 0 0 0 0 0 0 0 0
747 Charge: Cash Forward Loss (27) 20 (10) (36) (5) 0 0 0
Stuart Remain Co cos 0 0 0 0 a7) 0 0 0
Stuart IT Wind-down 0 0 0 0 0 0 0 0
E2 Losses (25) (24) 0 0 0 0 0 0
NADEC Charge and other charges 0 0 0 0 0 0 0 0
Spokane Costs 0 0 0 0 2) 0 0 0
Cash Restructuring Costs 0 ) (33) (20) 0 0 0 0
Cash Advance Repayments (80) (60) (40) (83) 0 0 0 0
Cash Advances (Benefit to Cash) 0 0 0 (25) 0 0 0 0
Others (62) 27 0 (10) 0 0 0 0

Pre-tax FCF ($231) $10 ($240) ($152) ($58) $20 $58 $65
Capex (@7) (40) (25) (20) (25) (25) (25) (25)
Interest (100) (122) (117) (157) (130) (137) (137) (137)

FCF ($213) $13 ($245) ($157) ($65) $15 $53 $60
Cash and equivalents 93 485 590 241 288 289 328 373

Source: Company data, Jefferies estimates

Price Target and Valuation

We arrive at our price target for TGl using a SOTP analysis blended with a 5.0% FCF Yield. Given the
last of the divestitures is now closed, there is a line of sight to clean EBITDAP and FCF generation
for the continuing business. Our SOTP uses a 5% discount to peer average EV/EBITDA multiples on
our $218MM of EBITDA in FY25, implying a fair value of $19. A 5.0% FCF yield on our FY25 estimate
of $53MM implies a fair value of $12.

Exhibit 5 - Price Target Derivation

Valuation Method Price Assumptions

EV/EBITDA $19 13.1x EV / FY25 Adj. EBITDA of $218MM

FCF Yield $12 5.0% on $53MM FY25 FCF

Average $15 Blended average

Source: Company data, Jefferies estimates

a) Price Target Derivation - SOTP

We arrive at our price target for TGl using a SOTP analysis blended with a 5.0% FCF Yield. Given the

last of the divestitures is now closed, there is a line of sight to clean EBITDAP and FCF generation

for the continuing business. Our SOTP uses peer average EV/EBITDA multiples with assumed

premiums/discounts based on divisional performance factors to arrive at a $15 price target.

Please see important disclosure information on pages 11 - 15 of this report. 4
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We assume a 13X multiple for Systems & Support, at a 5% discount to commercial aero peers given
the high interest rate load, despite near-20% EBITDAP margins and a clear growth profile. We also
layer S36MM of corporate expense at the 13X rate. This derives a $18.78. per share value for TGI.

Exhibit 6 - Sum of the Parts Valuation - $15 Fair Value in FY25E

FCF Summary by Segment FY20 FY21 FY22 FY23E FY24E FY25E FY26E
Systems & Support $149 $42 $113 $140 $198 $217 $226
Aerospace Structures 36 (113) (58) (28) (5) 14 11
Corporate (53) (51) (51) (39) (36) (36) (36)
Interest (122) (117) (157) (130) (137) (137) (137)
Taxes 3 ©) ©) @ ©) ©) ©)

Combined FCF $13 ($245) ($157) ($65) $15 $53 $60

Adjusted EBITDA by Segment FY20 FY21 FY22 FY23E FY24E FY25E FY26E
Systems & Support $205 $156 $190 $191 $214 $228 $249
Aerospace Structures $100 $18 $30 $31 $12 $26 $38
Corporate ($53) ($51) ($51) ($39) ($36) ($36) ($36)

Total Adjusted EBITDA $253 $122 $169 $183 $190 $218 $251

Potential SOTP EBITDA Multiples FY25E
Systems & Support 13.1X
Aerospace Structures 13.1X
Corporate 13.1X
Blended Average 13.1X

Equity Value Per Segment FY25E

Systems & Support $2,985

Aerospace Structures 339

Corporate (472)

Total Equity Value $2,853

Net Debt ($MM) $1,139

Equity Value ($MM) $1,714

Shares (MM) 91.3

Price/Share $18.78

Source: Company data, Jefferies estimates

In a downside scenario, we assume TSS EBITDAP margins remain in the 15% range due to
reinvestment, which leads total company FY25 EBITDA 25% lower than our estimate. At a 35%
discount to peers, or a 9X multiple, shares are implied at $5.

In a bull case, we consider EBITDA on track for management's target of ~$310MM by FY25. At a
30% discount to peer average 9.5X multiple, this implies a price target of $20.

Exhibit 7 - SOTP Bull Case Assumes EBITDA on Track for FY25 Target and Peer Average Multiples

$350 14.0X
E $310
S $300 11.5X 12.0X
2 g

$250 10.0X o
3 $218 9.5X 3
S $200 $193 9.0x 80X 2
3 $150 s0x §
< ' =
e )
o $100 4.0X g
ﬁ w
9 $50 2.0X

$15 $20
i $7
$0 0.0X
Bear Case Base Case Bull Case
mmmm EBITDA Fair Value == Average Multiple
Source: Company data, Jefferies estimates
Please see important disclosure information on pages 11 - 15 of this report. 5
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We consider the impact of the warrant deal in the below. If warrants are fully exercised including the
"over exercise option," then there could be up to S3MM of upside to our FCF. However, given up to
2MM of additional dilution from incremental shares, the upside to share value is more limited.

Exhibit 8 - Warrants Could Support Up to $21MM Lower Interest and Up to $4 of Upside to Shares

FCF Yield (%)
4.0% 5.0%

E $16 $12 $10 $8 $7
= $17 $13 $10 $8 $7
= $18 $13 $11 $9 $8
= $18 $14 $11 $9 $8
o $19 $14 $11 $9 $8
@ $19 $14[ 312 $10 $8
a $20 $15 $12 $10 $8

Source: Company data, Jefferies estimates

c) Valuation Relative to Peers

TGI trades at a 2% discount to peers on 2024E (FY25) P/E and a 15% discount on 2024E (FY25)

EV/EBITDA.
Exhibit 9 - Relative Valuation Table (3/1/2023)
Stock Px Consensus Market Enterprise PIE EV/SALES EV/EBITDA Yield

Aerospace Peers Ticker  JEF Rating 3/1/2023 BUY Rating  Cap Value 2022E 2023E 2024E  2022E 2023E 2024E  2022E 2023E  2024E  Dividend FCF
Spirit Aerosystems SPR Buy $33.58 56% 3,534 6,820 - -744.5x  19.0x 0.7x  0.6x  05x 100.5x  11.0x 7.8x 01%  -0.1%
Honeywell HON Hold $192.88 46% 128,871 142,812 220x  21.3x  19.2x 36x  35x  3.7x 162x  151x  14.1x 21%  3.6%
Raytheon Technologies RTX Buy $98.04 60% 143,624 174,896 20.5x 19.5x 16.8x 2.1x 2.0x 1.8x 15.9x 14.2x 13.0x 2.2% 3.4%
Transdigm DG Buy $750.94 70% 41,000 59,658 438x  336x  28.0x 76x  67x  6.1x 225x  19.2x  17.5x 0.0%  3.2%
Woodward WWD  Hold $100.06 23% 5,976 6,857 36.4x  3L0x  24.0x 25x  23x  21x 19.0x  17.3x  14.5x 0.8%  3.6%
AAR Corp. AIR N/C $55.19 100% 1,902 2,113 23.2x 19.1x 12.6x 1.0x 1.1x 0.9x 13.5x 13.5x 9.0x 0.0% -1.1%
Peer Average 60% 29.2x  -103.3x __ 19.9x 2.9x 2.7x 2.5x 31.3x 15.0x 12.6x 0.9% 2.1%
Triumph TGl Buy $1245 [ 22% 809 2344 [ 228« 309« 190x [[ 18 18«  16x [| 128 123x 108x [[ 00% -28%
Discount / Premium | [ 22% -130% 5% || -39% -34%  -35% || -59%  -18%  -15% ]| ]

Source: Company data, Jefferies estimate s et

d) Valuation Relative to History

TGl is currently trading at FY2 PE multiple of 18.5x, 9% below its 3-year average of 20.3x. On a
market-relative basis, the stock is trading at a 16% premium to the S&P vs a historical average
premium of 10%.

Please see important disclosure information on pages 11 - 15 of this report. 6
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Exhibit 10 - Trading at 18.5X FY2 P/E, 16% Prem to Mkt vs. Historical Avg Prem of 10%
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<
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= 100% o
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TGI - FY2 P/E multiple = = 3yr PE average

Relative to S&P 500 multiple (%, RHS) == == Avg. Premium to S&P 500 (%, RHS)

Source: FactSet, Jefferies estimates
On an EV/EBITDA multiple, TGl is trading at 11.2x, 4% above its 3-year avg and at a 1% discount to
the S&P vs. historical average discount of 20%.

Exhibit 11 - Trading at 11.2X FY2 EV/EBITDA, 1% Disct to Mkt vs. Historical Avg Disct of 20%
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8 14.0x 10%
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Source: FactSet, Jefferies estimates
Please see important disclosure information on pages 11 - 15 of this report. 7
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Exhibit 12 - Annual Statement of Income (SMM)

(millions, except per share data) 2021 2022 2023E 2024E 2025E 2026E
% of % of % of % of % of % of
dollars sales dollars sales dollars sales sales sales sales
Total Revenues $1,870 100% $1,460 100% $1,312 100% $1,324 100% $1,430 100% $1,557 100%
Costs and expenses
Costs of Sales ($1,476) 79% ($1,073) 74% ($955) 73% ($1,010) 76% ($1,078) 75% ($1,159) 74%
Selling, General & Administrative ($216) 12% ($202) 14% ($197) 15% ($132) 10% ($143) 10% ($156) 10%
Depreciation and amortization ($93) 5% ($54) 4% ($34) 3% ($34) 3% ($34) 2% ($34) 2%
Acquisition and integration expenses ($53) 3% $0 0% $0 0% $0 0% $0 0% $0 0%
Curtailments and early retirement incentive $0 0% ($22) 1% ($3) 0% $0 0% $0 0% $0 0%
Special Charge ($357) 19% ($14) 1% $103 -8% $0 0% $0 0% $0 0%
Total Operating Costs ($2,196) 117% ($1,365) 93% ($1,086) 83% ($1,177) 89% ($1,255) 88% ($1,349) 87%
Operating Profit ($326)  -17% $95 $226 17% $147 11% $175 12% $208 13%
Non recurring (pre tax):
747-8 $0 $0 $0 $0 $0 $0
Losson Divestitures/BBD Global Expense $105 $0 ($86) $0 $0 $0
Restructuring charges $53 $22 $3 $0 $0 $0
Curtailment & Settlement/Goodwill trade $53 $0 $0 $0 $0 $0
Other Impairments / Charges $252 $9 ($1) $0 $0 $0
EBIT excluding non-recurring items $108 $135 $142 $147 $175 $208
Total Interest ($171) ($136) ($130) ($137) ($137) ($137)
Pension income $50 $5 $34 $31 $31 $31
Income before taxes (GAAP) ($448) ($35) $130 $41 $69 $102
Income before taxes (adjusted) ($14) $5 $46 $41 $69 $102
Taxes (GAAP rate %) $3 -1% $5 -14% $7 5% $5 12% $9 13% $15 15%
Taxes (Adjusted rate %) $3 -21% $5 105% $7 15% $5 12% $9 13% $15 15%
GAAP Net Income ($451) ($40) $123 $36 $60 $87
Adjusted Net Income ($14) $5 $43 $36 $60 $87
Diluted shares (millions) 52.7 64.6 72.4 90.7 91.3 919
Adjusted EPS ($0.03) $0.79 $0.55 $0.40 $0.65 $0.95
Source: Company data, Jefferies estimates
Exhibit 13 - Select Operating Metrics (SMM)
2021 2022 2023E 2024E 2025E 2026E
YoY Change
Total Revenue Change % -35.5% -21.9% -10.1% 0.9% 8.0% 8.9%
Organic Change % -27.3% 0.2% 6.8% 5.7% 8.0% 8.9%
M&A % -8.3% -22.2% -16.9% -4.8% 0.0% 0.0%
Net Income Growth % (continuing) 1505% -91% -384% -70% 64% 46%
EPS Growth % (continuing) -101% -2758% -31% -26% 63% 45%
Margin Analysis
Gross margin % 21.0% 26.5% 27.2% 23.7% 24.6% 25.5%
SG&A as % of sales 11.6% 13.8% 15.0% 10.0% 10.0% 10.0%
Operating Margin % -17.4% 6.5% 17.3% 11.1% 12.2% 13.4%
Segment Op. Margin % (excl. one time items] 9.0% 13.3% 14.5% 14.6% 0.0% 0.0%
Operating Margin % (excl. one time items) 5.8% 9.3% 10.8% 11.1% 12.2% 13.4%
Adj. EBITDA $122 $169 $183 $190 $218 $251
Adj. EBITDA Margin % 6.5% 11.7% 13.9% 14.4% 15.2% 16.1%
EBT % -24.0% -2.4% 9.9% 3.1% 4.8% 6.6%
Tax Rate % -0.6% -14.0% 5.4% 12.0% $0.13 $0.15
Net margin % (continuing) -24.1% -2.7% 9.4% 2.8% 4.2% 5.6%
Balance Sheet Analysis
Net Debt / Equity -167.0% -171.3% -472.5% -351.1% -289.1% -260.7%
Net Debt / EBITDA 11.2x 8.0x 6.5x 6.2x 5.2x 4.4x
Cash Flow Analysis
Free Cash Flow ($245) ($157) ($65) $15 $53 $60
Free Cash Flow Conversion % 54% 394% -53% 41% 88% 68%
Free Cash Flow Yield % -58.0% -30.4% -11.2% 2.1% 7.2% 8.1%
Dividend Yield % 0.0% 0.0% 1.9% 1.9% 1.9% 1.9%
Valuation and Profitability
Diluted P/E -0.9x -12.1x 4.8x 19.9x 12.3x 8.4x
EV/EBITDA 14.7x 11.0x 9.6x 10.0x 8.6x 7.3x
EV/Sales 1.0x 1.3x 1.3x 1.4x 1.3x 1.2x
ROIC 12% 17% 17% 18% 24% 32%
EV/IC 1.2x 1.7x 1.6x 1.9x 2.0x 2.0x

Source: Company data, Jefferies estimates

Please see important disclosure information on pages 11 - 15 of this report.
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Exhibit 14 - Sources and Uses of Funds ($MM)

(millions, except per share data) 2021 2022 2023E 2024E 2025E 2026E
Operating Activities
Net income ($450.9) ($42.8) $121.6 $36.5 $59.8 $87.3
Depreciation & Amortization 93.3 49.6 34.0 34.0 34.0 34.0
Other ltems 197.5 (180.5) (136.3) (29.3) (25.2) (19.5)
Op cash flow pre-working capital ($160.1) ($173.6) $19.3 $41.2 $68.5 $101.8
Change in inventory 52.6 38.8 (63.3) 18.8 26.2 (12.8)
Change in receivables 165.4 15.4 14.7 (1.5) (13.2) (15.9)
Change in payables (278.2) (17.9) (10.7) (18.4) (3.8) 114
Changes in working capital (60.2) 36.3 (59.3) (1.2) 9.2 (17.3)
Cash Flow from Operations ($220.3) ($137.4) ($40.0) $40.0 $77.8 $84.5
Investment activities
Capital expenditures (25.2) (19.7) (25.0) (25.0) (25.0) (25.0)
Proceeds from sale of assets 15.9 2245 0.0 0.0 0.0 0.0
Cash used for businesses acquired 0.0 (23.7) 0.0 0.0 0.0 0.0
Cash Flow from Investments ($9.3) $181.2 ($25.0) ($25.0) ($25.0) ($25.0)
Financing Activities
Change in debt 225.0 (368.1) (123.0) 0.0 0.0 0.0
Cash dividends paid 0.0 0.0 0.0 (14.1) (14.2) (14.3)
Dividend payment / Buyback 0.0 0.0 (11.3) (14.1) (14.2) (14.3)
Cash Flow from Financing $225.0 ($368.1) ($134.3) ($28.2) ($28.4) ($28.6)
Net change in cash items ($4.6) ($324.2) ($199.3) ($13.2) $24.4 $30.9
Cash at the beginning of the period 485.5 589.9 240.9 288.1 289.0 372.8
Cash at the end of the period $589.9 $240.9 $288.1 $289.0 $327.6 $372.8
Source: Company data, Jefferies estimates
Exhibit 15 - Annual Balance Sheet (SMM)
(millions, except per share data) 2021 2022 2023E 2024E 2025E 2026E
Assets
Cash and cash equivalents $590 $241 $288 $289 $328 $373
Accounts receivable - net 194 179 164 166 179 195
Inventories and contracts in progress 400 362 425 406 380 393
Contract Assets 135 102 102 102 102 102
Deferred income tax assets 0 0 0 0 0 0
Rotable assets 19 19 19 19 19 19
Prepaid expenses 0 0 0 0 0 0
Assets held for sale 216 60 60 60 60 60
Other current assets 0 0 0 0 0 0
Total Current Assets 1,554 963 1,059 1,042 1,068 1,142
PPE 211 169 288 213 138 63
Goodwill 522 514 514 514 514 514
Intangible assets 102 85 85 85 85 85
Deferred income tax assets 0 0 0 0 0 0
Other assets 61 30 30 30 30 30
Total non-current assets 897 798 917 842 767 692
Total Assets $2,451 $1,761 $1,975 $1,884 $1,834 $1,833
Liabilities
Current portion of long- term debt 5 3 3 3 3 3
Accounts payable 179 162 151 132 129 140
Income taxes payable 0 0 0 0 0 0
Accrued liabilities 476 379 189 202 215 228
Liabilities related to assets held for sale 58 58 58 58 58 58
Total Current Liabilities $718 $602 $401 $395 $405 $429
Long-term debt 1,952 1,586 1,463 1,463 1,463 1,463
Deferred income tax liabilities 384 301 301 301 301 301
Other long-term liabilities 215 59 59 59 59 59
Total Non-current Liabilities 2,551 1,947 1,824 1,824 1,824 1,824
Total Liabilities $3,270 $2,548 $2,224 $2,219 $2,228 $2,253
Total Stockholders equity ($819) ($787) ($249) ($335) ($394) ($420)
Total liabilities and S/E $2,451 $1,761 $1,975 $1,884 $1,834 $1,833

Source: Company data, Jefferies estimates

Please see important disclosure information on pages 11 - 15 of this report.
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Exhibit 16 - Quarterly Income Statement

(millions, except per share data) 2022 2023E
QL [ @ [ Q8 [ Q& [ Yew [ [ o | Q [ Q3 | Q4 [ Vear |
Revenues $396.6 $357.4 $319.2 $386.7 $1,460 $349.4 $307.6 $328.9 $326.2  $1,312.0
Costs and Expenses
Costs of Sales (294) (262) (232) (285)  (1,073) (272) (208) (240) (235) (955)
Selling, General & Administrative (56) (54) (42) (49) (202) (52) (60) (44) (40) (197)
Depreciation and amortization (15) (13) (12) (10) (50) (10) 9) 9) @) (34)
Acquisition and integration expenses 0 0 0 ) ) 0 0 0 0 0
Curtailments and early retirement incent 4) ) (5) 6) (19) ) ) 0 0 3)
Special Charge (6) (8) 0 4 (9) 0 104 (1) 0 103
Total Operating Costs (376) (341) (291) (348) (1,356) (335) (175) (294) (282) (1,086)
Total Operating Profit (EBIT) $21 $16 $28 $39 $104 $15 $132 $35 $44 $226
Non recurring (pre tax):
747-8 0 0 0 0 0 0 0 0 0 0
Losson Divestitures/BBD Global Expens 0 0 0 0 0 0 0 0 0 0
Curtailment & Settlement/Goodwill trade 0 0 ] 0 0 0 0 0 0 0
Other Impairments / Charges 0 0 0 0 0 0 0 0 0 0
Restructuring charges 4 4 5 9 22 1 2 0 0 3
EBIT excluding non-recurring items $25 $20 $33 $47 $126 $15 $134 $35 $44 $229
Total Interest (48) (34) (34) (31) (136) (32) (32) (38) (30) (130)
Pension income ) 10 14 (18) 5 9 9 9 8 34
Income before taxes ($29) ($7) $8 ($10) ($26) ($9) $108 $6 $23 $130
Tax (1.2) (1.8 1.1) (0.8) (4.9) (1.8) (1.8) 0.6) (2.9) (7.0)
Adjusted Tax (1.2) (1.8) 1.1) (0.8) (4.9) (1.8) (1.8) (0.6) (2.9) (7.0)
Net earnings ($30) ($9) $7 ($11) ($31) ($10) $107 $5 $20 $123
Diluted shares (millions) 64.3 64.5 65.1 64.6 64.6 64.8 65.3 68.5 88.0 72.4
Adjusted EPS $0.09 $0.10 $0.21 $0.39 $0.79 $0.12 $0.07 $0.12 $0.24 $0.55
2022 2023E
[ ot T 0 T 08 [ 04 [ Year [ [ 01 [ Q2 [ Q3 [ Q4 [ Vear ]
Revenue change YoY -19.9% -25.8% -25.1% -17.2% -21.9% -11.9% -13.9% 3.0% -15.6% -10.1%
Organic Revenue Change YoY 11.0% -1.9% -5.0% -0.9% 0.2% 0.8% 12.7% 23.0% 0.5% 8.0%
Gross margin % 26.0% 26.6% 27.2% 26.4% 27.1% 22.0% 32.4% 27.0% 28.0% 27.2%
SG&A as % of sales 14.2% 15.1% 13.3% 12.7% 13.8% 14.8% 19.6% 13.5% 12.4% 15.0%
EBIT Margin (including charges) % 5.3% 4.6% 8.8% 10.0% 7.1% 4.2% 43.0% 10.7% 13.6% 17.3%
EBIT Margin (excluding one time items) % 7.9% 7.8% 10.3% 11.1% 9.3% 9.3% 9.9% 10.9% 13.2% 10.8%
EBT % -7.3% -2.0% 2.6% -2.5% -2.6% -2.5% 35.2% 1.8% 7.1% 9.8%
Tax rate 2% -24.5% 13.2% -8.4% -13.0% -20.4% 1.6% 10.2% 12.6% 5.4%
Net margin -1.7% -2.5% 2.3% -2.7% -2.9% -3.0% 34.6% 1.6% 6.2% 9.3%
Sales By Segment
Revenue
Systems and Support $258 $249 $236 $287 $1,030 $255 $274 $285 $289 $1,103
Aerospace Structures 138 109 83 100 430 95 33 44 37 209
elims (0) (0) 0 _©0) (0) (0) (0) 0) 0 0
Total Revenue $397 $357 $319 $387 $1,460 $349 $308 $329 $326 $1,312
Revenue YoY % change
Systems and Support 8% 2% -11% -5% -3% -1% 10% 21% 1% 5%
Aerospace Structures -46% -63% -49% -40% -47% -31% -69% -47% -63% 27%
Total Revenue -20% -26% -25% -17% -22% -12% -14% 3% -16% 8%
% organic 11% -2% -5% -1% 0% 1% 13% 23% 1% 8%
Operating Income
Systems and Support $36 $38 $41 $49 $163 $33 $43 $43 $44 $163
Aerospace Structures 11 4 4) 3 14 ) 6 5 1 10
Segment Operating Income a7 42 37 52 177 31 49 48 45 173
Corporate (26) (25) 9) (13) 73) (16) 83 (13) 0) 53
Total Operating Income $21 $16 $28 $39 $104 $15 $132 $35 $44 $226
Adjusted Operating Income
Systems and Support $36 $38 $41 $49 $163 $33 $43 $43 $44 $163
Aerospace Structures 14 8 1 8 31 15 6 5 1 27
Total segment operating income 50 46 42 57 194 48 49 48 45 190
Corporate (19) (18) © (13) (59 (15) (19) (12) @) (8)
Total $30 $28 $33 $44 $135 $33 $30 $36 $43 $142
Adjusted Operating Margin
Systems and Support 13.8% 15.3% 17.2% 17.2% 15.9% 13.0% 15.8% 15.1% 15.2% 14.8%
Aerospace Structures 10.3% 7.0% 1.4% 7.7% 71% 15.7% 17.7% 11.5% 2.1% 12.7%
Total segment operating margin 12.5% 12.8% 13.1% 14.7% 13.3% 13.7% 16.0% 14.6% 13.7% 14.5%
Total operating margin 7.6% 7.8% 10.3% 11.5% 9.3% 9.3% 9.9% 10.9% 13.2% 10.8%
Source: Company data, Jefferies estimates
Please see important disclosure information on pages 11 - 15 of this report. 10
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Company Description

Triumph Group, Inc.

TRIUMPH is a Tier 1 aerospace and military supplier which has undertaken a six-year portfolio transformation to reposition the company for high-
margin growth. TGl has two segments: Systems & Support and Aerospace Structures. TSS provides hydraulic, mechanical and electromechnical
actuation; power and control; gearboxes; heat exchangers; fuel pumps; flight controls; and surface treatment option. Following the divestitures
of its fuselage, tail and structural designs businesses, the Aerospace Structures unit focuses on interiors including insulation, ducting, reinforced
thermoplastic and other aircraft interior and composite components.

Company Valuation/Risks

Triumph Group, Inc.

Our PT is based on a SOTP analysis, in which we apply a peer avg multiple to Systems & Support, in-line with the commercial aerospace peer group
and a 20% disct to SPR multiple to Structures. Risks: Higher interest rate on refinanced maturities limits ability to reach positive FCF; global demand
for commercial aircraft and air travel; rising rate environment leads to higher pension contribution requirements.

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Analyst Certification:

I, Sheila Kahyaoglu, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.

I, Ellen Page, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as appropriate, but
various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority of reports are published
at irregular intervals as appropriate in the analyst's judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Published March 2,2023,11:43 ET.
Recommendation Distributed March 2,2023, 11:43 ET.

Company Specific Disclosures
Jefferies Group LLC makes a market in the securities or ADRs of Raytheon Technologies.
Jefferies Group LLC makes a market in the securities or ADRs of Woodward.

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10is 20% or more withina 12-
month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average security price consistently
below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For Underperform rated securities with an
average security price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% or less within a 12-month period.

Please see important disclosure information on pages 11 - 15 of this report. 11
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NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or Jefferies
policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities regulations
prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total return over
the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate,
revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/
average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the
next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection is based on
fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward ratio and investment
themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number can vary depending on analyst
recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for inclusion changes, the stock has met its
desired return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P stocks will continue to
have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent a recommended portfolio of stocks and is not
sector based, but we may note where we believe a Pick falls within an investment style such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the financial
instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based upon their specific
investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of the financial instruments
recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and income from, any of the financial
instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial and political factors. If a financial instrument
is denominated in a currency other than the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income derived
from the financial instrument described in this report. In addition, investors in securities such as ADRs, whose values are affected by the currency of the
underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
+ Honeywell International Inc. (HON: $192.88, HOLD)
+ Raytheon Technologies (RTX: $98.04, BUY)
+ Spirit AeroSystems Holdings, Inc. (SPR: $33.58, BUY)
* TransDigm Group Incorporated (TDG: $750.94, BUY)
* Woodward (WWD: $100.06, HOLD)

Rating and Price Target History for: Triumph Group, Inc. (TGI) as of 03-01-2023

03/03/2020 HOLD:$21.00 |03/17/2020 HOLD:$6.50 |06/01/2020 HOLD:$8.00 |11/10/2020 HOLD:$11.00 |01/08/2021 HOLD:$12.00 |02/05/2021 HOLD:$14.00
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04/08/2021  HOLD:$16.00 7/14/2021 HOLD:$20.00 "[11/11/2021 HOLD:$23.00 |11/23/2021 HOLD:$20.00 |02/14/2022 BUY:$26.00 |05/26/2022 BUY:$20.00
11/14/2022  BUY:$19.00 |02/06/2023 BUY:$15.00
Please see important disclosure information on pages 11 - 15 of this report. 12
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Distribution of Ratings

IB Serv./Past12 Mos. JIL Mkt Serv./Past12 Mos.

Count Percent Count Percent Count Percent
BUY 1917 58.32% 60 3.13% 15 0.78%
HOLD 177 35.81% 8 0.68% 0 0.00%
UNDERPERFORM 193 587% 2 1.04% 1 0.52%

Please see important disclosure information on pages 11 - 15 of this report. 13
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Other important disclosures

Other Important Disclosures

Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends to seek compensation for
investment banking services among other activities from such companies. As a result, investors should be aware that Jefferies may have a conflict of interest
that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC ("Jefferies") group companies:
United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research Services, LLC, an SEC
registered Investment Adviser, to clients paying separately for such research).

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and Wales No.
1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44 (0)20 7029 8010.

Germany: Jefferies GmbH, which is authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, BaFin-ID: 10150151, registered office:
Bockenheimer Landstr. 24, 60232 Frankfurt a.M., Germany; telephone: +49 (0) 69 719 1870

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located at Level
26, Two International Finance Center, 8 Finance Street, Central, Hong Kong; telephone: +852 3743 8000.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore
048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member of the
Japan Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yurakucho, Chiyoda-ku, Tokyo 100-0006; telephone
+813 5251 6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for: Stock Broker (NSE &
BSE) INZ000243033, Research Analyst INHO00000701 and Merchant Banker INMO00011443, located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla
Complex, Bandra (East), Mumbai 400 051, India; Tel +91 22 4356 6000.

Australia: Jefferies (Australia) Pty Limited (ACN 623 059 898), which holds an Australian financial services license (AFSL 504712) and is located at Level 22,
60 Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.

This report was prepared by personnel who are associated with Jefferies (Jefferies International Limited, Jefferies GmbH, Jefferies Hong Kong Limited, Jefferies
Singapore Limited, Jefferies (Japan) Limited, Tokyo Branch, Jefferies India Private Limited), and Jefferies (Australia) Pty Ltd; or by personnel who are associated
with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is a US registered broker-dealer and is affiliated with JRS, which is a US
registered investment adviser. JRS does not create tailored or personalized research and all research provided by JRS is impersonal. If you are paying separately
for thisresearch, it is being provided to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively referred
to below as "Jefferies". Jefferies may seek to do business with companies covered in this research report. As a result, investors should be aware that Jefferies
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only one of many factors in making their
investment decisions. Specific conflict of interest and other disclosures that are required by FINRA and other rules are set forth in this disclosure section.

* Kk Kk

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation S of the U.S. Securities
Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts responsibility for its contents in accordance with
the provisions of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. Transactions by or on behalf of any US person may only be effected
through Jefferies LLC. In the United Kingdom and European Economic Area this report is issued and/or approved for distribution by Jefferies International
Limited ("JIL") and/or Jefferies GmbH and is intended for use only by persons who have, or have been assessed as having, suitable professional experience
and expertise, or by persons to whom it can be otherwise lawfully distributed.

JIL and Jefferies GmbH allows its analysts to undertake private consultancy work. JIL and Jefferies GmbH's conflicts management policy sets out the
arrangements JIL and Jefferies GmbH employs to manage any potential conflicts of interest that may arise as a result of such consultancy work. Jefferies LLC,
JIL, Jefferies GmbH and their affiliates, may make a market or provide liquidity in the financial instruments referred to in this report; and where they do make
a market, such activity is disclosed specifically in this report under “company specific disclosures”.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services
mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act
(Ontario). In Singapore, Jefferies Singapore Limited (“JSL") is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore,
where this material is prepared and issued by a Jefferies affiliate outside of Singapore, it is distributed by JSL pursuant to Regulation 32C of the Financial
Advisers Regulations. The material contained in this document is intended solely for accredited, expert or institutional investors, as defined under the Securities
and Futures Act 2001 (Singapore). If there are any matters arising from, or in connection with this material, please contact JSL, located at 80 Raffles Place
#15-20, UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950. In Japan, this material is issued and distributed by Jefferies (Japan) Limited to institutional
investors only. In Hong Kong, this report is issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined
in the Hong Kong Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The
research in relation to this report is conducted outside the People's Republic of China (“PRC"). This report does not constitute an offer to sell or the solicitation of
an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining
all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. In India, this report is made available
by Jefferies India Private Limited. In Australia, this report is issued and/or approved for distribution by, or on behalf of, Jefferies (Australia) Securities Pty Ltd
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(ACN 610 977 074), which holes an Australian financial services license (AFSL 487263). It is directed solely at wholesale clients within the meaning of the
Corporations Act 2001 (Cth) of Australia (the “Corporations Act”), in connection with their consideration of any investment or investment service that is the
subject of this report. This report may contain general financial product advice. Where this report refers to a particular financial product, you should obtain a
copy of the relevant product disclosure statement or offer document before making any decision in relation to the product. Recipients of this document in any
other jurisdictions should inform themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or estimate
constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation to maintain
or update this report based on subsequent information and events. Jefferies, and their respective officers, directors, and employees, may have long or short
positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or described herein, either as agent or as principal
for their own account. This material is provided solely for informational purposes and is not tailored to any recipient, and is not based on, and does not take into
account, the particular investment objectives, portfolio holdings, strategy, financial situation, or needs of any recipient. As such, any advice or recommendation
in this report may not be suitable for a particular recipient. Jefferies assumes recipients of this report are capable of evaluating the information contained herein
and of exercising independent judgment. A recipient of this report should not make any investment decision without first considering whether any advice or
recommendation in this report is suitable for the recipient based on the recipient’s particular circumstances and, if appropriate or otherwise needed, seeking
professional advice, including tax advice. Jefferies does not perform any suitability or other analysis to check whether an investment decision made by the
recipient based on this report is consistent with a recipient’s investment objectives, portfolio holdings, strategy, financial situation, or needs.

By providing this report, neither JRS nor any other Jefferies entity accepts any authority, discretion, or control over the management of the recipient’s assets.
Any action taken by the recipient of this report, based on the information in the report, is at the recipient’s sole judgment and risk. The recipient must perform his
or her own independent review of any prospective investment. If the recipient uses the services of Jefferies LLC (or other affiliated broker-dealers), in connection
with a purchase or sale of a security that is a subject of these materials, such broker-dealer may act as principal for its own accounts or as agent for another
person. Only JRS is registered with the SEC as an investment adviser; and therefore neither Jefferies LLC nor any other Jefferies affiliate has any fiduciary duty
in connection with distribution of these reports.

The price and value of the investments referred to herein and the income from them may fluctuate. Past performance is not a guide to future performance,
future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of,
or income derived from, certain investments.

This report may contain forward looking statements that may be affected by inaccurate assumptions or by known or unknown risks, uncertainties, and other
important factors. As a result, the actual results, events, performance or achievements of the financial product may be materially different from those expressed
or implied in such statements.

This report has been prepared independently of any issuer of securities mentioned herein and not as agent of any issuer of securities. No Equity Research
personnel have authority whatsoever to make any representations or warranty on behalf of the issuer(s). Any comments or statements made herein are those
of the Jefferies entity producing this report and may differ from the views of other Jefferies entities.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s. Reproduction and
distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Jefferies does not guarantee
the accuracy, completeness, timeliness or availability of any information, including ratings, and is not responsible for any errors or omissions (negligent or
otherwise), regardless of the cause, or for the results obtained from the use of such content. Third-party content providers give no express or implied warranties,
including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Neither Jefferies nor any third-party content provider
shall be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including lost income or profits and opportunity costs) in connection with any use of their content, including ratings. Credit ratings are statements of opinions
and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the suitability of securities or the suitability of
securities for investment purposes, and should not be relied on as investment advice.

Jefferies research reports are disseminated and available electronically, and, in some cases, also in printed form. Electronic research is simultaneously made
available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Jefferies. Neither Jefferies nor
any of its respective directors, officers or employees, is responsible for guaranteeing the financial success of any investment, or accepts any liability whatsoever
for any direct, indirect or consequential damages or losses arising from any use of this report or its contents. Nothing herein shall be construed to waive any
liability Jefferies has under applicable U.S. federal or state securities laws.

For Important Disclosure information relating to JRS, please see https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?
BRCHR_VRSN_ID=483878 and https://adviserinfo.sec.gov/Firm/292142 or visit our website at https://javatar.bluematrix.com/sellside/Disclosures.action, or
www jefferies.com, or call 1.888.JEFFERIES.

© 2023 Jefferies Group LLC
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Triumph Group

Transition Nearly Complete

Triumph executed against similar top-line headwinds we saw across A&D this
quarter, including slowness in Defense and minimal 787 production. Mgmt.
expects the sale of Stuart to close in the first half of CY22 finishing the long exit
from non-core structures and becoming a company focused on systems, support,
and interiors. We will be looking to see how the company reports in its new form
starting in the fiscal year beginning April 1 as well as signs of mgmt’s strategic
intentions for the new company. In the meantime, we raise our Dec 2022 price
target by $2 to $22, reflecting the removal of the pension liability from our EV,
given its decline and the minimal contributions expected.

o Systems & Support remains the core. S&S reported its lowest revenue quarter
of the COVID era thanks to declining 787 production and defense delays.
Guidance implies that Q4 will show the highest revenue of the post-COVID era
and this looks like an ambitious goal, but we should see good progress. S&S
posted a strong EBITDA margin of 20.1%, aided by one-time licensing revenue
($4m) and $2.7m from the Aviation Manufacturing Jobs Program (AMIJP). The
margin falls to 17.5% when adjusting out these items, still strong on the Q3
sales base. Triumph will book $18.3m more from the program over the next two
quarters with $10m in 4Q and the remainder in FY23. We expect growth to
return in FY23 on 787, continued single-aisle growth, aftermarket growth and
fewer defense delays.

e Structures becomes “Interiors”. Aerospace Structures is currently made up of
the Stuart, FL facility (sale pending) and Interiors. Interiors is still suffering
from low 737 and 787 production and we estimate a ~$120m contribution with
no earnings but this should accelerate quickly with production. Mgmt targets a
return to $175-200m of sales, though we think this might take more than a year,
and then some, for sales to move higher. We model a return to profitability here
in FY23 as well, though we expect it will take time to reach mgmt’s goal of
returning to mid-teens margins. We are not sure that Interiors will be a
reportable segment going forward.

o Cash burn improves in FY23. We model cash burn of ~$20m in FY23, which
would reflect improvement of ~$125m. ~$80m of this comes from non-
recurring cash drivers fading from FY22, though we still include ~§100m of
advance repayments, absent which, we expect TGI should generate cash.
Following the sale of Stuart, mgmt. expects capital expenditures to fall to
~$20m annually, lower than the $25m guided for this year.

e Our Q4 expectations are on the low end of guidance. With 787 progress
unlikely and the defense supply chain still questionable, we expect ~$400m of
revenue in 4Q, below implied guidance of ~$425m. We step down in FY23, to
$1.37b on the divestiture of Stuart, but we expect organic growth from both
segments and underlying organic margin expansion as well. For FY24, we see
double-digit top-line growth and an EBITDA margin in the mid-teens.

Sources for: Style Exposure — J.P. Morgan Quantitative and Derivatives Strategy; all other tables are company data and J.P. Morgan estimates.

See page 5 for analyst certification and important disclosures.
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Key Changes (FYE Mar)

Prev Cur
Adj. EPS - 22E ($) 0.75 0.80
Adj. EPS - 23E ($) 1.15 1.00
Quarterly Forecasts (FYE Mar)
Adj.EPS ($)
2021A 2022E 2023E
Q1 (0.18) 0.09A
Q2 (0.08) 0.10A
Q3 (1.30) 0.21A
Q4 0.10 0.40
FY (1.37) 0.80 1.00

Style Exposure

Quant Current Hist %Rank (1=Top)
Factors %Rank  6M 1Y 3y 5Y
Value 93 87 64 23 d
Growth 98 a7 98 99 32
Momentum 14 2 83 84 93
Quality 86 91 80 89 100
Low Vol 92 99 100 89 86
ESGQ I 67 27 90 100
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25
20
$
15
10
Apr 21 Jul 21 Oct 21 Jan 22
— TGl Price ($) RTY (rebased)

YTD m 3m 12m

Abs 5.7% -0.8% -10.5% 46.6%

Rel 12.9% 3.6% 3.6% 56.0%

Company Data

J.PMorgan

Summary Investment Thesis and Valuation

We rate TGI Underweight. Triumph has de-risked its portfolio
by offloading problematic Structures programs, but the
COVID-19 aero downturn has pressured production and MRO
volume, impeding the company’s cash generation. We believe
that an equity offering has become more likely to reset the
company’s strained balance sheet.

We are increasing our Dec-22 price target to $22 based on our
sum-of-the-parts analysis for Triumph after it executes its
plans to divest non-core Structures. We apply a ~12.5x
multiple on Triumph’s FY24E EBITDA, a healthy multiple
for diversified aerospace companies, and assume that proceeds
from the Structures sale are used to offset debt.

Shares O/S (mn) 65 Performance Drivers
52-week range ($) 24.53-13.73
Market cap ($ mn) 1,326.85 Market
Exchange rate 1.00
Free float(%) 97.3% Sector
3M - Avg daily vol (mn) 0.73 Macro
3M - Avg daily val ($ mn) 13.8
Volatility (90 Day) 60 Style
Index RUSSELL 2000 , 0
BBG BUY|HOLDJSELL 432 Idiosyn. 43%
Key Metrics (FYE Mar) Factors M Comr 1Y Corr
Market: MSCI US 051 050
$ in millions FY21A FY22E FY23E  FY24E Sect: Industrials 0.08 028
Financial Estimates o ’ ’
Revenue 1870 1473 1,363 1,514 Ind: Capital Goods 0.30 0.39
Adj. EBITDA @271) 163 196 224 Macro:
Adj. EBIT (326) 116 158 183 Crude Oil 027 037
A EPS 0 om0 10 138 US 1y ied P oe
. : : : : i
BBG EPS (0.09) 076 1.07 166 Credil Spread 008 008
Cashflow from operations (173) (122) 1 104 Quant Styles:
FCFF (198) (146)  (20) 83 Quality -0.68 0.54
Margins and Growth Size 0.63 049
Revenue growth (35.5%) (21.2%)  (7.5%) 11.1% LowVol -0.61 048
EBITDA margin (14.5%) 110% 144%  14.8%
EBITDA growth (324.7%) (159.9%) 204%  14.3%
EBIT margin (17.4%) 78% 11.6%  12.1%
Net margin (3.9%) 3.5% 4.8% 5.9%
Adj. EPS growth (156.1%)  (158.9%) 247%  34.2%
Ratios
Adj. tax rate (06%)  341.0%  200%  21.3%
Interest cover NM 1.2 1.5 1.7
Net debt/Equity NM NM NM NM
Net debt/EBITDA NM 8.3 7.0 57
ROCE (30.3%)  (28.7%) 156%  17.1%
ROE 9.2% (65%) (88%)  (13.2%)
Valuation
FCFF yield (18.0%)  (11.0%)  (1.5%) 6.1%
Dividend yield 0.0% 00%  0.0% 0.0%
EV/Revenue 14 18 20 1.7
EV/EBITDA NM 164 137 17
Adj. PIE NM 255 205 15.3

Source: J.P. Morgan Quantitative and Derivatives Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete

or exact2
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Investment Thesis, Valuation and Risks

Triumph Group Inc. (Underweight; Price Target: $22.00)

Investment Thesis

We rate TGI Underweight. Triumph has de-risked its portfolio by offloading
problematic Structures programs, but the COVID-19 aero downturn has pressured
production and MRO volume, impeding the company’s cash generation. We believe
that an equity offering has become more likely to reset the company’s balance sheet.

Valuation

We are increasing our Dec-22 price target to $22 based on our sum-of-the-parts
analysis for Triumph after it executes its plans to divest non-core Structures. We
apply a ~12.5x multiple on Triumph’s FY24E EBITDA, a healthy multiple for
diversified aerospace companies, and assume that proceeds from the Structures sale
are used to offset debt.

Risks to Rating and Price Target

Upside risks include successful management cost-cutting efforts that lead to cash
flow upside vs our estimates or a faster-than-expected recovery in commercial
aviation. Management may also take strategic actions that create value for
shareholders.
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Triumph Group: Summary of Financials
Income Statement - Annual _________FY20A FY21A FY22E FY23E FY24E Income Statement-Quarterly _____ 1Q22A 2Q22A_ 3Q22A 4Q22E
Revenue 2900 1,870 1,473 1,363 1,514 Revenue 397A  357A  319A 400
Operating expenses (2,842) (2,196) (1,358) (1,205) (1,330) Operating expenses (376)A  (341)A  (291)A  (350)
Adj. EBITDA 121 (271) 163 196 224 Adj.EBITDA 45A 28A 41A 61
D&A (138) (93)  (52)  (41) (42) D&A (15A  (13A  (12A (12
Adj. EBIT 58 (326) 116 158 183 Adj. EBIT 21A 16A 28A 50
Net Interest (122)  (171)  (139) (133)  (129) Net Interest (39A  (34HA  (32A (34
Adj. PBT (22)  (450) 3 82 111 Adj. PBT (29)A (DA 8A 31
Tax (6) (3) 9  (16) (24) Tax (DA (2A (NA (5)
Minority Interest - - - - - Minority Interest - - - -
Adj. Net Income 124 (73) 52 66 89 Adj. Net Income 6A 6A 14A 26
Net Income - GAAP (28)  (452) (6) 66 89 Net Income - GAAP (30)A (9A 7A 26
Reported EPS (0.55)  (8.45) (0.10)  1.00 1.35 Reported EPS (047)A (0.14A  0.11A 040
Adj. EPS 244 (1.37) 080 1.00 1.35 Adj. EPS 0.09A 0.10A 0.21A  0.40
DPS 0.16 0.00 0.00 0.00 0.00 DPS 0.00A 0.00A 0.00A 0.00

Payout ratio NM 00% 0.0% 00% 0.0% Payout ratio 0.0%A 0.0%A 0.0%A 0.0%
Shares outstanding 51 54 65 66 66 Shares outstanding 64A 65A 65A 65
Balance Sheet & Cash Flow Statement __FY20A FY2IA FY22E FY23E FY24E RatioAnalysis ___ FY20A FY2IA_ FY22E_FY23E FY24E
Cash and cash equivalents 485 590 246 175 208 EBITDA margin 42% (145%) 11.0% 14.4% 14.8%
Accounts receivable 359 194 144 142 158  EBIT margin 20% (17.4%) 78% 116% 121%
Inventories 697 535 515 505 505 Net profit margin 43% (39%) 35%  48% 59%
Other current assets 19 235 18 18 18
Current assets 1,562 1,554 923 840 889 ROE (182%)  92% (6.5%) (8.8%) (13.2%)
PP&E 418 21 176 156 135 ROA 42% (27%) 25%  39% 54%
LT investments - - - - - ROCE 75% (30.3%) (28.7%) 15.6% 17.1%
Other non current assets 1,001 685 646 646 646 Net debt/equity NM NM NM NM NM
Total assets 2,980 2451 1,744 1,642 1,670

PIE (x) 8.4 NM 255 205 153

Short term borrowings 7 5 4 4 4 P/BV(x) NM NM NM NM NM
Payables 458 179 309 309 309 EV/EBITDA (x) 219 NM 16.4 137 117
Other short term liabilities 523 534 225 145 165 Dividend Yield 08% 00% 00% 00% 0.0%
Current liabilities 988 718 537 457 477
Long-term debt 1,800 1,952 1,585 1,535 1,485 Sales/Assets (x) 1.0 0.7 0.7 0.8 0.9
Other long term liabilities 974 599 406 368 336 Interest cover (x) 1.0 NM 1.2 15 1.7
Total liabilities 3,762 3270 2,528 2,360 2,299 Operating leverage 876.5% 1866.7% 638.6% (492.1%) 140.6%
Shareholders' equity (781)  (819) (784) (718)  (629)
Minority interests - - - - - Revenue yly Growth (13.8%) (35.5%) (21.2%) (7.5%) 11.1%
Total liabilities & equity 2,980 2451 1,744 1,642 1,670 EBITDA y/y Growth (162.9%) (324.7%) (159.9%) 204% 14.3%
BVPS (15.47) (15.29) (12.14) (11.00) (9.56) Taxrate (26.0%) (0.6%) 341.0% 20.0% 21.3%

yly Growth 34.0%  (1.2%) (20.6%) (9.4%) (13.0%) Adj. Net Income y/y Growth 7.7% (159.3%) (171.2%) 26.1% 35.2%
Net debt/(cash) 1322 1,368 1,343 1363 1,280 EPSyly Growth 5.5% (156.1%) (158.9%) 24.7% 34.2%

DPS yly Growth (1.5%) (100.0%) - - -

Cash flow from operating activities 97  (173) (122) 1 104

o/w Depreciation & amortization 138 93 52 41 42 Free cashflow / share 112 (3.70) (2.26) (0.31) 1.26

o/w Changes in working capital (106)  (174) (217)  (135) (62) P/FCF (x) 18.3 NM NM NM - 16.3
Cash flow from investing activities 7 9) 172 (21) (21)

o/w Capital expenditure (40) (25 (250 (21) (21)

as % of sales 1.4% 1.3% 1.7% 1.5% 1.4%
Cash flow from financing activities 294 277 (392)  (50) (50)

o/w Dividends paid 8) 0 0 0 0

o/w Share issue/(buyback) 0 0 0 0 0

o/w Net debt issued/(repaid) 321 154 (388)  (50) (50)
Net change in cash 393 104 (344) (70) 33
Adj. Free cash flow to firm 57  (198) (146)  (20) 83

yly Growth (125.7%) (448.9%) (26.2%) (86.1%) (508.4%)

Source: Company reports and J.P. Morgan estimates.
Note: § in millions (except per-share data).Fiscal year ends Mar. o/w - out of which
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Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research
Analysts are primarily responsible for this report, the Research Analyst denoted by an “AC” on the cover or within the document
individually certifies, with respect to each security or issuer that the Research Analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and
(2) no part of any of the Research Analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations
or views expressed by the Research Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if
applicable, they also certify, as per KOFIA requirements, that the Research Analyst’s analysis was made in good faith and that the views
reflect the Research Analyst’s own opinion, without undue influence or intervention.

All authors named within this report are Research Analysts unless otherwise specified. In Europe, Sector Specialists (Sales and Trading)
may be shown on this report as contacts but are not authors of the report or part of the Research Department.

Important Disclosures

® Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to
Triumph Group.

® Client: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients: Triumph Group.

® Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following
entity(ies) as clients, and the services provided were non-investment-banking, securities-related: Triumph Group.

® Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients, and
the services provided were non-securities-related: Triumph Group.

® Non-Investment Banking Compensation Received: J.P. Morgan has received compensation in the past 12 months for products or
services other than investment banking from Triumph Group.

® Debt Position: J.P. Morgan may hold a position in the debt securities of Triumph Group, if any.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for
compendium reports and all J.P. Morgan—covered companies, and certain non-covered companies, by visiting
https://www.jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries(@jpmorgan.com with
your request.
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Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Dec 17, 2013. All share prices are as of market close on the previous business day.

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire

period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated
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Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap equity research, each stock’s expected
total return is compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it
does not appear in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P.
Morgan’s research website, https://www.jpmorganmarkets.com.

Coverage Universe: Seifman, Seth M: Aerojet Rocketdyne (AJRD), Allegheny Technologies (ATI), Boeing Company (BA),
Bombardier (BBDb.TO), Booz Allen Hamilton (BAH), CACI International (CACI), General Dynamics Corp. (GD), Howmet Aerospace
(HWM), Huntington Ingalls Industries (HII), Kaman Corp (KAMN), Kratos (KTOS), L3Harris Technologies Inc (LHX), Leidos Holdings
(LDOS), Lockheed Martin (LMT), Maxar Technologies (MAXR), Mercury Systems (MRCY), Northrop Grumman (NOC), Raytheon
Technologies (RTX), Science Applications International Corporation (SAIC), Spirit AeroSystems (SPR), Textron (TXT), TransDigm
Group Inc (TDG), Triumph Group (TGI)

J.P. Morgan Equity Research Ratings Distribution, as of January 01, 2022
Overweight Neutral = Underweight

(buy) (hold) (sell)

J.P. Morgan Global Equity Research Coverage* 52% 37% 11%
IB clients** 53% 46% 34%
JPMS Equity Research Coverage* 51% 37% 12%
IB clients** 74% 68% 50%

*Please note that the percentages might not add to 100% because of rounding.

**Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking
services within the previous 12 months.

For purposes only of FINRA ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above.
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are
available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it
the material underlying assumptions used.

A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research &
Commentary page of http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates
worldwide.

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless
specifically permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators.
For all research material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China;
Hong Kong SAR (China); Taiwan (China); and Macau SAR (China).
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J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or
administered by the governmental authorities of the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this
report is intended to be read or construed as encouraging, facilitating, promoting or otherwise approving investment or dealing in such
Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions.

Options and Futures related research: If the information contained herein regards options- or futures-related research, such information
is available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's
Characteristics and Risks of Standardized Options or

http://www.finra.org/sites/default/files/Security Futures Risk Disclosure Statement 2018.pdf for a copy of the Security Futures Risk
Disclosure Statement.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future
become, subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information,
please consult: https://www.jpmorgan.com/global/disclosures/interbank offered rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co.
and its subsidiaries (“J.P. Morgan Private Bank™), research is provided to you by J.P. Morgan Private Bank and not by any other division
of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC
Research Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC
Research Analysts authored this material with different legal entities identified below their names, these legal entities are jointly
responsible for the production of this research. Research Analysts from various J.P. Morgan affiliates may have contributed to the
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as
being able to do so). Unless otherwise stated below, this material has been distributed by the legal entity responsible for production. If you
have any queries, please contact the relevant Research Analyst in your jurisdiction or the entity in your jurisdiction that has distributed
this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:

Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la Republica Argentina (“BCRA”-
Central Bank of Argentina) and Comision Nacional de Valores (“CNV”- Argentinian Securities Commission” - ALYC y AN Integral
N°51). Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated
by the Australian Securities and Investments Commission and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-
X. This material is issued and distributed in Australia by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G
of the Corporations Act 2001). A list of all financial products covered can be found by visiting
https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of relevance to the domestic and international
investor base across all Global Industry Classification Standard (GICS) sectors, as well as across a range of market capitalisation sizes. If
applicable, in the course of conducting public side due diligence on the subject company(ies), the Research Analyst team may at times
perform such diligence through corporate engagements such as site visits, discussions with company representatives, management
presentations, etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research Independence
Policy which can be found at the following link: J.P. Morgan Australia - Research Independence Policy. Brazil: Banco J.P. Morgan S.A.
is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman J.P. Morgan: 0800-7700847
/ ouvidoria.jp.morgan@jpmorgan.com. Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the
Investment Industry Regulatory Organization of Canada and the Ontario Securities Commission and is the participating member on
Canadian exchanges. This material is distributed in Canada by or on behalf of J.P.Morgan Securities Canada Inc. Chile: Inversiones J.P.
Morgan Limitada is an unregulated entity incorporated in Chile. China: J.P. Morgan Securities (China) Company Limited has been
approved by CSRC to conduct the securities investment consultancy business. Dubai International Financial Centre (DIFC):
JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is
Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO Box 506551, Dubai, UAE. This material has been
distributed by JP Morgan Chase Bank, N.A., Dubai Branch to persons regarded as professional clients or market counterparties as defined
under the DFSA rules. European Economic Area (EEA): Unless specified to the contrary, research is distributed in the EEA by J.P.
Morgan SE (“JPM SE”), which is subject to prudential supervision by the European Central Bank (“ECB”) in cooperation with BaFin and
Deutsche Bundesbank in Germany. JPM SE is a company headquartered in Frankfurt with registered address at TaunusTurm, Taunustor
1, Frankfurt am Main, 60310, Germany. The material has been distributed in the EEA to persons regarded as professional investors (or
equivalent) pursuant to Art. 4 para. 1 no. 10 and Annex II of MiFID II and its respective implementation in their home jurisdictions
(“EEA professional investors”). This material must not be acted on or relied on by persons who are not EEA professional investors. Any
investment or investment activity to which this material relates is only available to EEA relevant persons and will be engaged in only with
EEA relevant persons. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong
Monetary Authority and the Securities and Futures Commission in Hong Kong, and J.P. Morgan Broking (Hong Kong) Limited (CE
number AABO027) is regulated by the Securities and Futures Commission in Hong Kong. JP Morgan Chase Bank, N.A., Hong Kong (CE
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Number AAL996) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, is organized under the
laws of the United States with limited liability. India: J.P. Morgan India Private Limited (Corporate Identity Number -
U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai —
400098, is registered with the Securities and Exchange Board of India (SEBI) as a ‘Research Analyst” having registration number
INH000001873. J.P. Morgan India Private Limited is also registered with SEBI as a member of the National Stock Exchange of India
Limited and the Bombay Stock Exchange Limited (SEBI Registration Number — INZ000239730) and as a Merchant Banker (SEBI
Registration Number - MB/INM000002970). Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website:
http://www.jpmipl.com. JPMorgan Chase Bank, N.A. - Mumbai Branch is licensed by the Reserve Bank of India (RBI) (Licence No. 53/
Licence No. BY.4/94; SEBI - IN/CUS/014/ CDSL : IN-DP-CDSL-444-2008/ IN-DP-NSDL-285-2008/ INBI00000984/ INE231311239)
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activities, which a Bank branch in India are permitted to undertake. For non-local research material, this material is not distributed in
India by J.P. Morgan India Private Limited. Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange
and is regulated by the OJK a.k.a. BAPEPAM LK. Korea: J.P. Morgan Securities (Far East) Limited, Seoul Branch, is a member of the
Korea Exchange (KRX). JPMorgan Chase Bank, N.A., Seoul Branch, is licensed as a branch office of foreign bank (JPMorgan Chase
Bank, N.A.) in Korea. Both entities are regulated by the Financial Services Commission (FSC) and the Financial Supervisory Service
(FSS). For non-macro research material, the material is distributed in Korea by or through J.P. Morgan Securities (Far East) Limited,
Seoul Branch. Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the
Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia)
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through J.P. Morgan Securities Singapore Private Limited (JPMSS) [MCI (P) 093/09/2021 and Co. Reg. No.: 199405335R], which is a
member of the Singapore Exchange Securities Trading Limited, and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB
Singapore), both of which are regulated by the Monetary Authority of Singapore. This material is issued and distributed in Singapore only
to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289
(SFA). This material is not intended to be issued or distributed to any retail investors or any other investors that do not fall into the classes
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material in Singapore are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection with, the
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Proprietary Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are members of the Johannesburg Securities Exchange and
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Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. Material relating to equity securities is issued and
distributed in Taiwan by J.P. Morgan Securities (Taiwan) Limited, subject to the license scope and the applicable laws and the regulations
in Taiwan. According to Paragraph 2, Article 7-1 of Operational Regulations Governing Securities Firms Recommending Trades in
Securities to Customers (as amended or supplemented) and/or other applicable laws or regulations, please note that the recipient of this
material is not permitted to engage in any activities in connection with the material that may give rise to conflicts of interests, unless
otherwise disclosed in the “Important Disclosures” in this material. Thailand: This material is issued and distributed in Thailand by
JPMorgan Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance
and the Securities and Exchange Commission, and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok
10500. UK: Unless specified to the contrary, research is distributed in the UK by J.P. Morgan Securities plc (“JPMS plc”) which is a
member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. JPMS plc is registered in England & Wales No. 2711006, Registered Office 25 Bank
Street, London, E14 5JP. This material is directed in the UK only to: (a) persons having professional experience in matters relating to
investments falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) (Order) 2005 (“the FPO”);
(b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated associations or partnerships, the trustees of high
value trusts, etc.); or (c) any persons to whom this communication may otherwise lawfully be made; all such persons being referred to as
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persons. Research issued by JPMS plc has been prepared in accordance with JPMS plc's policy for prevention and avoidance of conflicts

8 WESCO_UCC00003318


http://www.sgx.com/
http://www.jpmipl.com/

For the exclusive use of Josh Katz (Josh.Katz@psc.com) at Piper Sandler Companies

Completed 09 Feb 2022 10:17 PM EST

Case 23-03091 Document 1218-13 Filed in TXSB on 05/01/24 Page 9 of 9

Seth M. Seifman, CFA North America Equity Research
(1-212) 622-5597 09 February 2022 J.PMorgan

seth.m.seifman@jpmorgan.com

of interest related to the production of Research which can be found at the following link: J.P. Morgan EMEA - Research Independence
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General: Additional information is available upon request. The information in this material has been obtained from sources believed to be
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts,
opinions and expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries
(collectively J.P. Morgan) make no representations or warranties whatsoever to the completeness or accuracy of the material provided,
except with respect to any disclosures relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of
the material. Accordingly, no reliance should be placed on the accuracy, fairness or completeness of the information contained in this
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liability whatsoever for any loss arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective
directors, officers or employees, shall be in any way responsible for the contents hereof, apart from the liabilities and responsibilities that
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Opinions, forecasts or projections contained in this material represent J.P. Morgan's current opinions or judgment as of the date of the
material only and are therefore subject to change without notice. Periodic updates may be provided on companies/industries based on
company-specific developments or announcements, market conditions or any other publicly available information. There can be no
assurance that future results or events will be consistent with any such opinions, forecasts or projections, which represent only one
possible outcome. Furthermore, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have
not been verified, and future actual results or events could differ materially. The value of, or income from, any investments referred to in
this material may fluctuate and/or be affected by changes in exchange rates. All pricing is indicative as of the close of market for the
securities discussed, unless otherwise stated. Past performance is not indicative of future results. Accordingly, investors may receive back
less than originally invested. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument.
The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipients of this
material must make their own independent decisions regarding any securities or financial instruments mentioned herein and should seek
advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on the
basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts
in a manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other
communication is brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff
and other Research Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not
involved in the preparation of this material may have investments in the securities (or derivatives of such securities) mentioned in this
material and may trade them in ways different from those discussed in this material. This material is not an advertisement for or
marketing of any issuer, its products or services, or its securities in any jurisdiction.
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Reasons for this report

.~ EPS Recap Report
.~ Updating Estimates and PT

Triumph Group, Inc. (TGI)
So Much For a Clean FY23 Guide and Inflecting FCF

We maintain our BUY rating but lower our PT to $24 (from $30). Unfortunately the FY23
outlook was anything but clean and disappointed vs Street. The standout item, FCF, of $7.5M
at the midpoint was below consensus and only slightly better than the FY22 level of $7M. An
additional $70-$75M of close-out costs were a negative surprise and the primary disconnect.
The revenue build into FY23 also has moving parts that are not easily reconciled. On the plus
side, mgmt remained committed to doubling EBITDAP by FY25 to ~$300M but we expect
guidance and messaging regarding FY23 to weigh on shares.

F4Q22 Results Recap: TGl reported F4Q22 revenues of $386.7M, down 17% YOY (2%
organically) and below the Street's $405M estimate. By segment, systems & support
revenues of $286.9M dipped 5% YQOY (down 2% organically), with seq'l revenue growth of
20% for MRO sales and 15% for OEM sales. Aerospace structures revenues of $99.6M
were down 40% YOY (up slightly organically). Consolidated operating margin of 10% was
up 1990 bps YOY. Systems & support op margin of 17.2% was up 410bps YOY while
aerospace structure margins of 2.7% increased 1090bps YOY. At the EBITDAP margin level
consolidated margins of 11.5% increased 510bps YOY driven by a 19.2% EBITDAP margin
in systems & support which was up 420bps YQOY. Aerospace structure EBITDAP margins of
6.2% increased 780bps YOY. Adj. EPS of $0.39 fell short of the $0.42 consensus estimate
but increased 85% seq'l. and 190% YOY. FCF fell short of the Street's $39M at $29M but
was up 70% YOY.

F4Q22 Key Takeaways:

« FCF outlook disappoints on lingering close-out charges. TGI guided to $30-45M of
core cash from operations in FY23, with capex of $30M, resulting in core FCF of $0-$15M.
Actual cash flow from operations is guided to be a use of $30-40M, due to $70-$75M of
projected spending for related to the closure and sale of the legacy structures business.
Specifically TGl has noted expenses for stranded overhead, as well as exit costs with
vendors for contracted IT systems and maintenance activities. Management expects $30M
of this to occur in fiscal 1Q, and noted that it believes the actual cash outlays are likely to
be below its expectations with less chance of overruns. This guidance is also net of the
$104M in liquidation of customer advances TGl expects over the course of the fiscal year,
though specific timing remains uncertain.

« OEM production rate assumptions over planning period appear aggressive.
Management expects rate increases in the 737 MAX and 787 in conjunction with the A320
and A350 programs to collectively contribute $300M in revenue from FY22-FY25, or about
$100M/yr. TGI's production planning contemplates 737 MAX rates reaching 45/mo in FY24
(mostly calendar 2023), with a move to 57/mo by FY26 (2025). On the 787, management
believes the 787 will be re-certified and move towards a return to production in late summer,
and sees potential for underlying build rates to increase to 8-10/mo by FY24. While TGl's
confidence appears to be based in Boeing's (BA, NR) success in meeting the production
plans it has communicated to its suppliers thus far, we believe these production ramp
assumptions are optimistic relative to market expectations.

- Commercial aerospace aftermarket trends remain healthy. MRO sales in TSS were
up 20% qg/q primarily driven by commercial aero, up 37%, driven by strong growth for

EPS 2022A 2023E 2024E

FYE Mar New Old Cons New Oid Cons
Q1 $0.09 $0.13 $0.34 - = - -
Q2 $0.10 $0.11 $0.29 - — - -
Q3 $0.21 $0.08 $0.26 - — - -
Q4 $0.39 $0.14 $0.41 - — - -
Year $079  $046  s1.30  $1.09VESGPHUCC00003320 g 55
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the A320. TGI pointed to expectations for an underlying market growth rate of 3.5-5% for MRO through FY26, but noted that engine
induction-related growth is outpacing the market, with the potential for LDD growth. Aftermarket activity for the wide body market has been
supported by passenger to freighter conversions, but there are signs of recovery for passenger as well as int'l travel begins to recover.

« Additional underlying core FY23 guidance assumptions. FY23 sales guidance of $1.2B-$1.3B assumes organic growth of 8-12%,
with interiors sales of > $100M for the year, implying TSS sales of around $1.1-$1.2B. The interiors sales appears to be a step back
from management's indication last quarter that $175-$200M would be achievable in FY23...we believe the company may be viewing
that level of sales as a longer-term target (FY25). Within TSS, TGI expects to grow OEM production by 18-22% driven by higher narrow
body production rates. Given the guidance for 8-12% organic revenue growth we believe this implies limited growth for aftermarket
revenues in FY23. The company expects margin expansion in TSS from improved growth, as well as pricing and efficiencies, to drive
EBITDAP margins >20% for the fiscal year. From today's presentation it appears management is targeting ~$190M of total EBITDAP
in FY23, implying consolidated margins of ~15% for the year.

« Still committed to doubling core EBITDAP by FY25. TGl reiterated its target of doubling core EBITDAP from FY22 to FY25, estimating
FY22 EBITDAP of $150-$155M excluding divestitures, implying EBITDAP of $300-$310M. As management previously indicated, it
expects its core levers for profitability improvement to be a combination of operating leverage as OE production rates rise and the MRO
business grows, more favorable pricing terms from contract re-negotiations, improved product mix, and continued cost efficiencies, with
TSS segment margins rising into the mid-20s by FY25.

2023E 2024E
TGI Truist Securities Ests. New Prior New Prior
Reve nue $1,266.7 $1,579.2 $1,353.3 nia
Consensus $1,515.3 $1,562.0
FY EPS $0.46 $1.30 $1.04 nia
CY EPS (2022/2023) $0.71 $1.30 $0.87 $1.56
Consensus $1.09 $1.58
FCF ($69.3) $56.8 $84.0 nia
FY Trading P/E Multiple 47 9x 16.8x 21.0x n/a
CY Trading P/E Multiple (2022/2023) 30.9x 21.2x 25.1x 14.1x
Price Target $24.00 $30.00 $24.00 $30.00
Implied P/E Multiple (CY) 33.9x 23.0x 27.5x 19.3x

Source: Company filings, FactSet, Truist Secunties estimates
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Income Statement F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022 F2023E F2024E
(in millions, except per share values) Jun Sep Dec Mar JunE SepE DecE MarE
Total Revenue 3888.722 3886.07 3533.00 3198.95 3364.93 2900.12 1869.72 396.65 357.40 319.25 386.65 1459.94 340.46 312.33 275.78 338.10 1266.67 1353.31
Cost of Revenues 3141.453 3597.30 2689.82 2533.15 2924.92 2307.39 1476.27 293.68 262.34 232.33 284.72 1073.06 243.25 218.61 196.77 245.69 904.32 924.57
Gross Profit 747.27 288.77 843.18 665.80 440.01 592.72 393.45 102.97 95.06 86.92 101.93 386.88 97.22 93.72 79.01 92.41 362.35 428.74
Selling, General and Administrative 285.77 287.35 281.55 289.52 298.38 257.53 215.96 56.25 54.11 42.42 49.30 202.07 48.28 47.29 36.64 43.10 175.31 187.39
Depreciation and Amortization 158.32 177.76 176.95 158.37 149.91 138.17 93.33 15.43 12.95 11.66 9.60 49.64 11.70 11.70 11.70 11.70 46.80 46.80
Legal -134.69 5.48 0.00 0.00 0.00 -9.26 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Curtailment Gain/loss 0.00 -1.24 0.00 -25.72 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Restructuring 0.00 36.18 42.18 40.07 31.10 25.34 53.22 4.49 3.90 4.65 6.26 19.30 0.00 0.00 0.00 0.00 0.00 0.00
Integration/ Impairment 0.00 874.36 266.30 535.23 0.00 0.00 252.38 0.00 0.00 0.00 2.31 231 0.00 0.00 0.00 0.00 0.00 0.00
Loss on divestiture 0.00 0.00 19.12 30.74 235.30 56.92 104.70 5.97 7.66 0.00 -4.34 9.29 0.00 0.00 0.00 0.00 0.00 0.00
Relocation 3.19 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total Operating Expenses 312.60 1379.88 786.29 1033.93 714.69 534.82 719.60 82.14 78.61 58.72 63.13 282.60 59.98 58.99 48.34 54.80 222.11 234.19
Operating Income 434.67 -1091.11 56.89 -465.64 -274.68 57.91 -326.15 20.83 16.45 28.20 38.80 104.28 37.23 34.74 30.67 37.60 140.24 194.55
Interest (Expense) Other 85.38 68.04 80.50 99.44 114.62 122.13 171.40 38.56 34.18 32.32 30.80 135.86 33.00 33.00 33.00 33.00 132.00 132.00
Earnings before Taxes 349.30 -1159.15 -23.61 -461.85 =327.19 -22.33 -448.03 -29.14 -7.28 8.34 -9.76 -37.84 12.23 9.74 7.67 12.60 42.24 96.55
Provision for Income Tax 110.60 -111.19 19.34 -36.46 -5.43 5.80 2.88 121 179 111 0.82 4.92 3.67 2.92 2.30 3.78 12.67 28.96
Net income from continuing operations 238.70 -1047.96 -42.95 -425.39 -321.77 -28.13 -450.91 -30.35 -9.07 7.24 -10.58 -42.76 8.56 6.81 5.37 8.82 29.57 67.58
Diluted Shares 51.01 49.22 49.30 49.43 49.70 50.49 53.57 64.30 64.55 65.10 64.64 64.65 64.69 64.70 64.74 64.75 64.72 64.81
Diluted EPS (GAAP) 4.68 -21.29 -$0.87 -$8.61 -$6.47 -$0.56 -$8.42 -$0.47 -$0.14 $0.11 -$0.16 -$0.66 $0.13 $0.11 $0.08 $0.14 $0.46 $1.04
Net income (Adjusted) 238.70 263.67 303.89 120.30 124.65 138.14 -1.61 5.87 6.41 13.82 25.62 51.77 8.56 6.81 5.37 8.82 29.57 67.58
Adjusted EPS 4.68 5.36 $6.16 $2.43 $2.49 $2.76 -$0.03 $0.09 $0.10 $0.21 $0.39 $0.79 $0.13 $0.11 $0.08 $0.14 $0.46 $1.04
EBITDA Calculation
Operating Income 434.67 -1091.11 56.89 -465.64 -274.68 57.91 -326.15 20.83 16.45 28.20 38.80 104.28 37.23 34.74 30.67 37.60 140.24 194.55
Depreciation and Amortization 158.32 177.76 443.24 158.37 149.91 138.11 345.72 15.43 12.95 11.66 11.91 49.64 11.70 11.70 11.70 11.70 46.80 46.80
Amortization of acquired contract liabilities -75.73 -132.36 -121.01 -125.15 -67.31 -75.28 -38.56 -1.21 -1.49 -0.94 -2.23 -5.87 -8.00 -8.00 -8.00 -8.00 -32.00 -32.00
Non-service defined benefit (pension) income 54.88 49.52 14.36 10.45 14.40 -17.75 21.45 8.00 8.00 10.00 8.00 34.00 34.00
EBITDA 513.09 -1045.71 379.13 -432.42 -192.09 175.61 30.52 49.41 38.35 53.32 30.73 169.49 48.93 46.44 44.37 49.30 189.04 243.35
Gain on Legal Settlement -134.69 5.48 0.00 0.00 0.00 -3.86 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Jefferson Street 0.00 -1.24 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other - Curtailments, early retirement incentives, loss 0.00 0.00 19.12 209.82 326.71 124.77 128.39 5.97 7.66 0.00 -4.34 9.29 0.00 0.00 0.00 0.00 0.00 0.00
Adjusted EBITDA 296.52 158.91 55.37 46.01 53.32 26.39 181.09 48.93 46.44 44.37 49.30 189.04 243.35
Less: Non-service defined benefit (pension) income -54.88 -49.52 -14.36 -10.45 -14.40 17.75 -21.45 -8.00 -8.00 -10.00 -8.00 -34.00 -34.00
Adjusted EBITDAP 378.40 -1041.48 398.25 -222.60 134.62 241.64 109.39 41.02 35.56 38.92 44.14 159.64 40.93 38.44 34.37 41.30 155.04 209.35
Dividend Paid 0.16 0.16 0.16 0.16 0.16 0.16 0.04 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Margin Analysis:
Corporate Gross Margin 0.19 0.07 24% 21% 13% 20% 21% 26% 27% 27% 26% 26% 29% 30% 29% 27% 29% 32%
SG&A 0.07 0.07 8% 9% 9% 9% 12% 14% 15% 13% 13% 14% 14% 15% 13% 13% 14% 14%
Operating Margin (GAAP) 0.11 -0.28 2% -15% -8% 2% -17% 5% 5% 9% 10% 7% 11% 11% 11% 11% 11% 14%
EBITDA Margin 0.13 -0.27 11% -14%| -6% 6% 2% 12% 11% 17% 8% 12% 14% 15% 16% 15% 15% 18%
Adjusted EBITDA Margin 0.10 -0.27 11%| 7% 4% 8% 6% 10% 10% 12% 11% 11% 12% 12% 12% 12% 12% 15%
Net Margin 0.06 -0.27 -1% -13% -10% -1% -24% -8% -3% 2% -3% -3% 3% 2% 2% 3% 2% 5%
Tax Rate 0.32 0.10 -82% 8% 2% -26% -1% -4% -25% 13% -8% -13% 30% 30% 30% 30% 30% 30%
Growth Rates:
Total Revenue, yr/yr 0.04 0.00 -9% -9% 5% -14% -36% -20% -26% -25% -17% -22% -14% -13% -14% -13% -13% 7%
Revenue Seq'l 0.00 0.00 0% 0% 0% 0% 0% -15% -10% -11% 21% 0% -12% -8% -12% 23% 0% 0%
Gross Profit, yr/yr -0.12 -0.61 192% -21% -34% 35% -34% 2% -5% 2% -5% 2% -6% -1% -9% -9% -6% 18%
Selling, General and Administrative yr/yr 0.12 0.01 2% 3% 3% -14% -16% -2% -4% -13% -8% -6% -14% -13% -14% -13% -13% 7%
Operating Income, yr/yr 0.09 -3.51 -105% -919% -41% -121% -663% -108% 122% -181% -184% -132% 79% 111% 9% -3% 34% 39%
EBITDA, yriyr -0.02 -3.04 -136% -214% -56% -191% -83% 65% 55% -832% -281% 455% -1% 21% -17% 60% 12% 29%
Net Income, yr/yr 0.16 -5.39 -96% 890% -24% -91% 1503% -89% -73% -111% -86% -91% -128% -175% -26% -183% -169% 129%
Diluted EPS, yr/yr -0.06 -5.55 -96% 888% -25% -91% 1411% -91% -78% -109% -87% -92% -128% -175% -25% -183% -169% 128%

Source: Company filings and Truist Securities research and estimates
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Segment Data F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022 F2023E F2024E
(in millions, except per share values) Jun Sep Dec Mar JunE SepE DecE MarE

Segment Revenues

Systems & Support 1,318.280 1,406.097 | 1,379.329 1,268.264 1,326.690 1,358.648 1,056.822 258.413 248.781 236.281 286.969 1,030.444 252,918 232.017 204.865 251.157 940.957 1,005.321
Aerospace Structures 1,521.635 1,550.849 | 1,516.810 1,954.730 2,062.405 1,555.887 814.371 138.252 108.643 82.968 99.684 429.547 87.888 80.625 71.190 87.276 326.978 349.344
Elimination of inter-segment sales (112.785) (132.481)| (103.453) (24.043) (24.165) (14.418) (4.653) (0.019) (0.028) - (0.002) (0.049) (0.341) (0.313) (0.276) (0.338) (1.268) (1.355)
Total 3,888.722 3,886.072 | 3,532.999 3,198.951 3,364.930 2,900.117 1,869.719 396.646 357.396 319.249 386.651 1,459.942 340.465 312.329 275.779 338.095 1,266.668 1,353.311
0.565
Segment Revenue Growth
Systems & Support 6.7% -1.9% -8.1% 4.6% 2.4% -22.2% 7.7% -2.1% -10.5% -4.9% -2.5% -2.1% -6.7% -13.3% -12.5% -8.7% 6.8%
Aerospace Structures 1.9% -2.2% 28.9% 5.5% -24.6% -47.7% -46.4% -52.5% -48.9% -39.7% -47.3% -36.4% -25.8% -14.2% -12.4% -23.9% 6.8%
Elimination of inter-segment sales 17.5% -21.9% -76.8% 0.5% -40.3% -67.7% -99.3% -97.5% -100.0% -99.3% -98.9% 1693.7% 1016.6% n/a 16821.7% 2487.6% 6.8%
Total Revenue Growth -0.1% -9.1% -9.5% 5.2%) -13.8% -35.6% -19.9% -25.8% -25.1% -17.2% -21.8% -14.2% -12.6% -13.6% -12.6% -13.2% 6.8%

As a % of Total

Systems & Support 33.9% 36.2% 39.0% 39.6% 39.4% 46.8% 56.6% 65.1% 69.6% 74.0% 74.2% 70.6% 74.3% 74.3% 74.3% 74.3% 74.3% 74.3%
Aerospace Structures 39.1% 39.9% 42.9% 61.1% 61.3% 53.6% 43.6% 34.9% 30.4% 26.0% 25.8% 29.4% 25.8% 25.8% 25.8% 25.8% 25.8% 25.8%
Elimination of inter-segment sales -2.9% -3.4% -2.9% -0.8% -0.7% -0.5% -0.2% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Adj. Segment Operating Income

Systems & Support 231.489 245,626 |  257.094 232.103 207.096 141,341 141517 35.546 39.100 40.567 49.237 164.450 42.996 40023 35.339 43.325 161.683 193.666
Aerospace Structures 126.735 161.834 | 182785 (26.937)| 216811 259364 |  (260.702)|  11.223 6.605 1137 2.666 21.631 6.152 5.644 4.983 6.109 22.888 27.948

Adj. Segment Operating Income 504.950 483195 | 468.892 205.166 423.907 400705 | (119.185)|  46.769 45.705 41.704 51.903 186.081 49.148 45,667 40.323 49.434 184,571 221614
Corporate 81.715 (57.826)| (100.716)| (128579)| (323.367)| (125.298)| (171.966)| (25.937)  (25.254) (8.858)  (13.106) (73.155)| (11.916)  (10.932) (9.652)  (11.833) (44.333) (27.066)
Other adjustments (52.978) (45.426)|  72.008 55.668 71.783 100.834 351,687 0310 7557 - (4.335) 3532 - - - - - -

Adj. Operating Income 451.972 437.769 431.274 132.255 172.323 376.241 107.846 31.286 28.008 32.846 34.462 126.602 37.232 34.735 30.670 37.601 140.238 194.548

Adj. Segment Operating Margin

Systems & Support 17.6% 17.5% 18.6% 18.3% 15.6% 10.4% 13.4% 13.8% 15.7% 17.2% 17.2% 16.0% 17.0% 17.3% 17.3% 17.3% 17.2% 19.3%
Aerospace Structures 8.3% 10.4% 12.1% -1.4% 10.5% 16.7% -32.0% 8.1% 6.1% 1.4% 2.7% 5.0% 7.0% 7.0% 7.0% 7.0% 7.0% 8.0%
Adj. Segment operating margin 9.5%! 8.9%) 9.3% 4.6% 9.0%) 13.7%| -6.4% 11.8% 12.8% 13.1% 13.4% 12.7% 14.4% 14.6% 14.6% 14.6% 14.6% 16.4%
Total Adj. Operating Margin 11.6% 11.3%| 12.2% 4.1% 5.1%) 13.0%| 5.8% 7.9% 7.8% 10.3% 8.9% 8.7% 10.9% 11.1% 11.1% 11.1% 11.1% 14.4%

Source: Company filings and Truist Securities research and estimates
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(8MM, except per-share data)

3alance Sheet

(in millions, except per share values Jun Sep Dec Mar Jun Sep Dec Mar JunE SepE DecE MarE
Cash and cash equivalents 30,909 240211 477276 589,882 237.486 194122 206,139 240878 115293 67.051 87.482 1425545
Trade and other receivables 256.848 233.802 167.694 194.066 190.185 175.267 158,871 178.663 272372 312329 275.779 318207
Contract assets 203.984 193.056 158.289 134.638 144.118 150.408 150.755 101.828 102.139 93.699 96,523 81.143
Inventories 467.105 465.800 446.208 400.366 412,663 387.906 394,532 361.692 304.061 282,076 253.804 307112
Rotable assets - - - - - - - - - - - -
Asset held for sale 195.073 115.940 71477 216276 - 44.399 3.029 60.104 60.104 60.104 60.104 60.104
Prepaid expenses and other 18.708 15.727 17.857 19.206 22.788 16.278 14.922 19.437 19631 10.828 20.026
Total Current Assets 1172627 1,464.536 1338501 1554.434 1,007.240 968.380 928.248 962.602 873.601 835.086 793.808
Property and equipment 370.820 360949 356.107 211.369 204.907 179.079 178.663 169.050 168.360 167.670 166.980
Goodwill , . 521.416 521.638 . 516.079 515773 513722 510.212 506.702
Intangible assets X : 113.040 102.453 . 90.430 87.679 84.850 83.305 81.760
Other assets . . 72.858 61.041 . 46.749 42176 30.476 30.781 31.089
Total Assets ! 1,800.717 1,752.539 1,760.700 .. 1,622.307
Current portion of long-term debt g g . . X 1 3534
Accounts payable ¥ . . . . . 168.894
Contract liabilties . . § . . X 160.982
Liabilities related to assets held for sale ¥ z . , -
Accrued expenses ¥ k . . X 229,750 . - -
Total Current Liabilities 789.360 674.042 639.355 718.367 562.701 549.010 563.160 E 516.369 482.441 447.169
Long-term debt 1,557.066 2014595 2013255 1,952.296 1,606.287 1,606.052 1584.989 1,566.222 1546.222 1526.222
Accrued pension and postretirement benefits 643.256 626,851 570.609 . 344.557 322874
Deferred income taxes 7.487 7.493 8.028 g g 7.479 7.426
Other noncurrent liabilties 316532 274801 240.505 g g 122.488 86.128
Total Non Current Liabilities 2524341 2,923,740 2,832.397 . 147, 2,080576 2,001.417 X 3
Total Liabilities 3,313.701 3,597.782 3,471.752 3,269.788 A 2,629.586 2564577 2,446.001 2,395.117 2,342,917
Common stock 0052 X 0055 X 0.065 0.065 X 0064 0.064 0064
Additional paid in capital 796.186 ! 835.193 . . 968.090 970.787 . 975.230 977348 979.466
Treasury stock (25.188) z (18.037) ! (0.007) (0.010) X (0.096) (0.096) (0.096)
Retained eamings (710.616) . (1,180.872) . (1,284.742)  (1293.812)  (1,286.574) . (1,291.587)  (1,286.772)  (1,283.4083)
other ive (loss) income 1,107.815) 112; 706.169) (530192 (507.520) (503.205) (496.306 (463.35: 463.354) (463.354) (463.354)
Total Shareholders Equity (1,047381)  (1,064357)  (1,069.830) ¥ (826.226) (828.869) (812.038) z (779.743) (772.810) (767.323)

Total Liabilities & Shareholders Equity

2,266.320 2,533.425 2,401.922 . 1,883.493 1,800.717 1,752539 § 1,666.259 1,622.307 1575594

Total cash 30.909 440.211 477.276 589.882 237.486 194.122 206.139 240.878 115293 67.051 87.482 142545
Total debt (1564621)  (2021807)  (2019.345)  (1,957.543) (1610.940)  (1,609.689)  (1588523)  (1,589.490) (1569.490)  (1,549.490)  (1529.490)  (1,569.490)
Net cash (debt) (1533712)  (1581596)  (1542.069)  (1,367.661) (1373454)  (1,415567)  (1,382.384)  (1,348.612) (1454197)  (1,482439)  (1442.008)  (1,426.945)
Net debt to capital 315.4% 305.8% 326.5% 249.29%| 251.0% 241.3% 242.4% 240.3% 215.6% 208.9% 2137% 213.4%
Debt o equity -149.4% -188.8% -239.1% -195.0% -194.2% -195.6% -201.9% -201.3% -200.5% -199.3% -207.0%
LTD-to-Capital 302.5% . 212.7% 171.9% 205.3% 206.29% 204.6% 198.2% 198.7% 199.5% 200.7% 1935%
Debt to EBITDA ttm 8.1 165 179 121 104 11.0 100 98 95 97 101

Net Debt to EBITDA ttm 79 X 126 125 103 91 95 84 91 9.1 91 92
Current ratio 21 22 18 16 17 18
Blended avg interest rate

Cash & mktble secs per share X $8.39 $8.24 $11.01 . $2.98 % $3.73 ¥ $1.35
Net Cash per share ($30.41) (829.38) ($23561) (521.93) (520.86) (s22.27)

Net working capital per share g $15.06 $12.07 $15.61 ¥ $6.44 . $5.59 . $5.35

Tangible book per share ($32.35) (529.42) ($26.93) (522.05) ($21.49) (820.86)

Book value per share (820.14) ($20.28) (818.47) ($15.28) ($12.80) (812.73) ($12.56) ($12.18) ($11.94) ($11.85) ($11.72)
AR Turnover 66 72 65 67 75 83 72 83 . 40 40 43
Contract Asset Turnover 041 040 037 029 036 042 047 026 030 035 024
Contract Liabilty Turnover 051 046 0.49 057 054 061 069 060 035 035 035
AR DSOs 552 506 565 541 2838 438 50.4 440 913 913 859
AP Tumover ¥ 49 : 45 3 : . 67 g 70 55
Inventory Turnover 34 30 32
Return on sales 3 g . -15.7% g : . : 26%
T4Q ROE 5 5 . 48.3%

T4QROA -19.1%

T4QROIC . X . -28.9%

T4Q Asset turnover I ; X 08

Working capital 424,684 418,602 414.959

Working Capital as % of sales (Avg T4Q) 8.2%

Inventory as % of sales (Avg T4Q) 96%

Source: Company filings and Truist Securities research and estimates
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Cash Flow Statement F2014 F2015 F2016 F2017 F2018 F2019 F2020 F2021 F2022 F2023E F2024E
(in millions, except per share values) Jun Sep Dec Mar JunE SepE DecE MarE
Net income 206.256 238.697 | (1,047.960) (42.953) (425.391) (321.767) (28.126) (450.910) (30.351) (9.070) 7.238 (10.575) (42.758) 8.562 6.815 5.369 8.820 29.567 67.583
Depreciation and amortization 164.277 158.323 177.755 176.946 158.368 149.904 138.168 93.334 15.431 12.945 11.659 11.908 51.943 11.700 11.700 11.700 11.700 46.800 46.800
Impairment of intangible assets - - 874.361 266.298 535.227 - 66.121 252.382 - - - - - - - - - ° °
Amortization of acquired contract liability (42.629) (75.733) (132.363) (121.004)| (125.148) (67.314) (75.286) (38.564) (1.214) (1.493) (0.938) (2.225) (5.870) - - - - = =
Curtailments, settlements and early retirement incentives 1.166 = (1.244) = (25.722) = = = 16.078 3.968 - 31.959 52.005 - - - - = =
Accretion of debt discount 1.946 1.577 = = = 4.032 14.293 = - - - - = - - - - = =
Other amortization included in interest expense 6.702 8.135 3.904 5.553 11.677 8.770 11.157 23.759 4.002 1.600 1.900 1.545 9.047 1.545 1.545 1.545 1.545 6.180 6.180
Provision for doubtful accounts receivable 2.191 0.172 1.996 0.202 (0.242) (0.495) 1.554 4.853 (0.028) 0.348 (0.073) 0.205 0.452 - - - - © 2.000
Provision (benefit) for deferred income taxes 102.869 105.277 (118.302) 9.480 (43.108) (7.939) 2.823 (0.176) - - - - = - - - - = =
Loss on sale of discontinued operations - - - 19.124 30.741 235.301 56.916 104.702 5.969 7.660 N (4.335) 9.294 - - - - © ©
Employee based-stock compensation 4.653 1.272 2.657 7.922 7.949 10.259 11.062 12.701 2.247 2.825 2.592 2118 9.782 2118 2118 2.118 2118 8.472 8.472
Other (3.218) 1.542 (2.938) (2.894) (8.325) . s B - - - 0.025 0.025 - -
Changes in other current assets and liabilities:
Accounts receivable (46.378) 69.500 73.083 112.196 (105.104) (89.728) 5.001 126.294 (1.321) 9.589 21.792 (27.238) 2.822 (93.709) (39.957) 36.550 (42.428) (139.544) 79.896
Contract assets 65.191 50.440 46.841 (4.426) (5.214) 2.102 8.240 0.702 (0.311) 8.441 (2.824) 15.380 20.685 (4.649)
Inventories (94.341) 49536 294.360 | (272.653)| (163.417)] (15.930)|  (48.802) 35.412 (9.354) 11.137 (6.948) 30.807 25.642 57.631 21.986 28.181 (53.218) 54.580 (22.021)
Rotable assets (6.813) (7.153) (0.843) = = = = = - - - - = - - - - = =
Prepaid expenses and other current assets (0.406) 1.589 (6.958) 11.756 (4.239) (3.144) 16.376 (0.310) (3.633) 5.925 1.424 (4.838) (1.122) (0.499) (0.504) (0.509) (0.514) (2.027) (2.109)
Accounts payable, accrued expenses and contract liabilities (60.209) 95.167 53.914 211.560 (43.696) (71.767) (61.338) (330.992) (128.922) (61.230) (11.324) 12.064 (189.412) (85.135) (33.928) (35.273) 78.055 (76.280) (70.846)
Accrued pension and other postretirement benefits (100.929)|  (180.569) (87.559)| (100.012)|  (88.464)| (79.911)|  (67.826) (51.692) (13.713)  (14.139) (14.343)  (16.402) (58.597) 3.013 3.043 3.074 3.104 12.234 12.731
Other/pension contribution - - - - 10.118 4.133 (0.753) (0.279) (0.863) 0.464 (0.293) (0.971) - - - - - -
Cash Flow from Operating Activities 135.137 467.332 83.863 281521 | (288.894)| (174.420) 96.666 (173.119)] (149.514)  (36.012) 15.545 32.965 | (187.016)] (95.085)  (18.742) 49.931 24.563 (39.333)|  124.037
Capital expenditures (206.414)|  (110.004) (80.047)]  (51.832)| (42.050)| (47.009)| (39.834) (25.178) (2.112) (5.369) (8.336) (3.843)|  (19.660) (7.500) (7.500) (7.500) (7.500)]  (30.000)|  (40.000)
Proceeds from sale of assets 45.047 3.167 6.069 86.187 83.082 247.647 47.229 15.888 158.928 26.694 34.928 3.968 224518 1.000 1.000 1.000 1.000 4.000 4.000
Reimbursements of capital expenditures from insurance 9.086 0.653 - - - - - - - - - - - - - - - - E
Acquisitions / other (94.456) 38.281 (54.051) 0.009 (2.818) = = = - (23.651) - - (23.651) - - - - = =
Cash Flow from Investing Activities (246.737)|  (67.903)|  (128.029) 34.364 38.214 200.548 7.395 (9.290)] 156.816 (2.326) 26.592 0.125 181.207 (6.500) (6.500) (6.500) (6.500) (26.000) (36.000)
Net (decrease) increase in revolving credit facility 98.557 (46.150) (8.256) (110.000) 82.888 102.113 185.000 (400.000) - - - e - - - 40.000 40.000 40.000
Proceeds from issuance of long-term debt 451.003 508.960 134.797 24.400 544.243 54.600 585.580 713.900 - - 0.107 - 0.107 - - - - = =
Retirement of debt and capital lease obligations (416.645)|  (655.860) (80.917)| (144.144)| (387.373)| (113.425)| (449.650)| (160.035)| (350.688) (2.825) (25.508) (0.988)| (380.009)] (20.000)  (20.000) (20.000) - (60.000) (60.000)
Payment of deferred financing costs / redemption premiums (3.297) (6.487) (0.185) (14.034) (17.729) (1.982) (17.718) (20.716) - - (9.508) - (9.508) (1.000) (1.000) (1.000) (1.000) (4.000) (4.000)
Issuance of Equity 145.383 (7.489) - 7.489 -
Purchase of common stock (19.134)|  (184.380) = = = = = = - - - - = - - - - = =
Dividends paid (8.344) (8.100) (7.889) (7.927) (7.943) (7.971) (8.078) = - - - - (3.000) (2.000) (2.000) (2.000) (9.000) (9.000)
Net (repayment) proceeds of government grant 3.456 (3.198) (5.000) (14.570) - - - - - - - - - - - - - - -
Repurchase of restricted shares for minimum tax obligations (2.726) (0.673) (0.096) (0.182) (0.483) (0.860) (1.442) (1.285) (2.336) (0.782) (0.017) (0.114) (3.249) - - - - - -
Proceeds from exercise of stock options 0.329 0.720 - - - - - - - - - - - - - - - - -
Cash Flow from Financing Activities 103.199 | (395.168) 32.454 | (266.457)] 213.603 32.475 293.692 277.247 | (360.513) (3.607) (27.437) (1.102)[  (392.659)] (24.000)  (23.000) (23.000) 37.000 (33.000) (33.000)
Effect of exchange rate changes on cash 5.362 (0.642) 0.079 (0.780) 3.263 (1.615) (5.097) 9.581 0.815 (1.419) (2.683) 2.751 (0.536) - - - - = =
Cash and Cash Equivalents at Beginning of Period 32.037 28.998 32.617 20.984 69.633 35.819 92.807 485.463 589.882 237.486 194.122 206.139 589.882 240.878 115.293 67.051 87.482 240.878 142.545
Net change in cash and cash equivalents (3.039) 3.619 (11.633) 48.648 (33.814) 56.988 392.656 104.419 (352.396) (43.364) 12.017 34.739 (349.004) (125.585) (48.242) 20.431 55.063 (98.333) 55.037
Cash and Cash Equivalents at End of Period 28.998 32.617 20.984 69.632 35.819 92.807 485.463 589.882 237.486 194.122 206.139 240.878 240.878 115.293 67.051 87.482 142.545 142.545 197.581
Net Income 206.256 238.697 | (1,047.960)| (42.953)| (425.391)| (321.767)| (28.126)|  (450.910) (30.351) (9.070) 7.238 (10.575) (42.758) 8.562 6.815 5.369 8.820 29.567 67.583
Depreciation & Amortization 121.648 82.590 45.392 55.942 33.220 82.590 62.882 54.770 14.217 11.452 10.721 9.683 46.073 11.700 11.700 11.700 11.700 46.800 46.800
Other Non-Working Capital ltems 116.309 117.975 760.434 305.685 508.197 249.928 163.926 398.221 28.268 16.401 4.419 31517 80.605 3.663 3.663 3.663 3.663 14.652 16.652
Working Capital ltems (309.076) 28.070 325.997 (37.153)| (404.920)( (195.289)| (106.149) (174.447)| (161.369) (53.932) (7.297) 2.633 (219.965)| (119.011) (40.920) 29.199 0.379 (130.352) (6.999)
Operating Cash Flow 135.137 467.332 83.863 281521 | (288.894)| (184.538) 92,533 (172.366)| (149.514)  (36.012) 15.545 32.965 | (136.045) (95.085)  (18.742) 49.931 24.563 (39.333)|  124.037
Capital Expenditures (206.414)|  (110.004) (80.047)]  (51.832)| (42.050)| (47.009)| (39.834) (25.178) (2.112) (5.369) (8.336) (3.843)]  (19.660) (7.500) (7.500) (7.500) (7500 (30.000)]  (40.000)
Sale of assets 45.047 3.167 6.069 86.187 83.082 247.647 47.229 15.888 158.928 26.694 34.928 3.968 224.518 1.000 1.000 1.000 1.000 4.000 4.000
Free Cash Flow (ex sales of assets) (26.230) 360.495 9.885 315.876 (247.862) 16.010 99.928 (181.656) 7.302 (14.687) 42.137 33.090 68.813 (101.585) (25.242) 43.431 18.063 (65.333) 88.037
Free Cash Flow (71.277)|  357.328 3.816 229.689 | (330.944)| (221.519) 56.832 (198.297)| (151.626)  (41.381) 7.209 29.122 | (156.676)| (102.585)  (26.242) 42.431 17.063 (69.333) 84.037
FCF Conversion -13% 151% -1% -735% 58% -5% -355% 40% -24% 162% 582% -313% -161% -1186% -370% 809% 205% -221% 130%
Operating Cash Flow Per Share $2.56 $9.16 $1.70 $5.71 -$5.84 -$3.71 $1.83 -$3.22 -$2.33 -$0.56 $0.24 $0.51 -$2.10 -$1.47 -$0.29 $0.77 $0.38 -$0.61 $1.91
Free Cash Flow per Share -$0.50 $7.07 $0.20 $6.41 -$5.01 $0.32 $1.98 -$3.39 $0.11 -$0.23 $0.65 $0.51 $1.06 -$1.57 -$0.39 $0.67 $0.28 -$1.01 $1.36

Source: Company filings and Truist Securities research and estimates
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Triuist Securities

Company Description

Triumph Group, Inc. (TGI) designs, develops, manufactures and repairs highly engineered aerostructures, aircraft components,
sub-systems and systems. The company’s products typically fall under one of a number of categories including airframe structures,
components, geared products, electromechanical products, hydraulic products and systems, metal fabrication/machining/finishing,
composite systems, controls & cables, thermal controls and assembly & integration services. TGl also performs maintenance, repair
and overhaul (MRO) services. The business is operated under two main segments: Systems & Support (71% of F2022 sales) and
Aerospace Structures (29%).

Investment Thesis

TGI remains in the midst of a complex and lengthy turnaround/restructuring, while debt/leverage levels remain high and consistent
predictable cash generation has not yet been achieved. However, taking into consideration potential growth for commercial aero
revenues, recent asset sales / program exits, and pension/financing initiatives, we believe TGI shares make for an attractive investment
for patient, longer-term oriented value investors. We rate the shares BUY.

Valuation and Risks

Our $24 PT is equivalent to a multiple of approximately 23x applied to our fiscal year 2024 EPS estimate of $1.04, vs its five-year
average of 15x and the sector peer average of 23x.

Risks to our rating and price target include ongoing production rate uncertainty surrounding the 737 MAX, 787, and A320, ability
for management to continue to execute on strategic turnaround while divesting of non-core assets, and ability of management to
successfully drive positive free cash while managing current debt load.

Companies Mentioned in This Note
Boeing Company (BA, NR)
Analyst Certification

I, Michael Ciarmoli , hereby certify that the views expressed in this research report accurately reflect my personal views about the
subject company(ies) and its (their) securities. | also certify that | have not been, am not, and will not be receiving direct or indirect
compensation in exchange for expressing the specific recommendation(s) in this report.

Required Disclosures
The following company is a client of Truist Securities, Inc. for non-securities-related services within the last 12 months: TGI-US
Truist Securities, Inc. or an affiliate has received compensation for non-securities related services within the last 12 months: TGI-US

Analyst compensation is based upon stock price performance, quality of analysis, communication skills, and the overall revenue and
profitability of the firm, including investment banking revenue.

As a matter of policy and practice, the firm prohibits the offering of favorable research, a specific research rating or a specific target
price as consideration or inducement for the receipt of business or compensation. In addition, associated persons preparing research
reports are prohibited from owning securities in the subject companies.

Rating and Price Target History for: Triumph Group, Inc. (TGI-US) as of 05-18-2022

|03/17/20 ||04/16/20 ||05/28/20 ||o7/15/20 ||12/01/20 ||01/11/21 ||04/15/21 ||06/18/21 |

HOLD:$12 [|HOLD:$9 |[HOLD:$10 ||SELL:$5 HOLD:$16 ||BUY:$19 ||BUY:$21 BUY:$30
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Triuist Securities

Truist Securities, Inc. ("Truist Securities") seeks to make all reasonable efforts to provide research reports simultaneously to all eligible
clients. Reports are available as published in the restricted access area of our website to all eligible clients who have requested a
password. Institutional investors, corporates, and members of the Press may also receive our research via third party vendors including:
Thomson Reuters, Bloomberg, FactSet, and S&P Capital 1Q. Additional distribution may be done by sales personnel via email, fax, or
other electronic means, or regular mail.

For access to third party vendors or our Research website: https://truistresearch.bluematrix.com/client/library.jsp

Please email the Research Department at EquityResearchDepartment@research.truist.com or contact your Truist Securities sales
representative.

Truist Securities Rating System for Equity Securities

Truist Securities, Inc. ("Truist Securities") rates individual equities using a three-tiered system. Each stock is rated relative to the
broader market (generally the S&P 500) over the next 12-18 months (unless otherwise indicated).

Buy (B) — the stock’s total return is expected to outperform the S&P 500 or relevant benchmark over the next 12-18 months (unless
otherwise indicated)

Hold (H) — the stock’s total return is expected to perform in line with the S&P 500 or relevant benchmark over the next 12-18 months
(unless otherwise indicated)

Sell (S) — the stock’s total return is expected to underperform the S&P 500 or relevant benchmark over the next 12-18 months (unless
otherwise indicated)

Not Rated (NR) — Truist Securities does not have an investment rating or opinion on the stock

Coverage Suspended (CS) — indicates that Truist Securities’ rating and/or target price have been temporarily suspended due to
applicable regulations and/or Truist Securities Management discretion. The previously published rating and target price should not be
relied upon.

Truist Securities analysts have a price target on the stocks that they cover, unless otherwise indicated. The price target represents
that analyst's expectation of where the stock will trade in the next 12-18 months (unless otherwise indicated). If an analyst believes
that there are insufficient valuation drivers and/or investment catalysts to derive a positive or negative investment view, they may elect
with the approval of Truist Securities Research Management not to assign a target price; likewise certain stocks that trade under $5
may exhibit volatility whereby assigning a price target would be unhelpful to making an investment decision. As such, with Research
Management's approval, an analyst may refrain from assigning a target to a sub-$5 stock.

Legend for Rating and Price Target History Charts:

B = Buy
H = Hold
S = Sell

D = Drop Coverage

CS = Coverage Suspended
NR = Not Rated

| = Initiate Coverage

T = Transfer Coverage

Truist Securities ratings distribution (as of 05/18/2022):

Coverage Universe Investment Banking Clients Past 12 Months
Rating Count Percent Rating Count Percent
Buy 531 70.24% Buy 84 15.82%
Hold 224 29.63% Hold 43 19.20%
Sell 1 0.13% Sell 0 0.00%

Other Disclosures

Information contained herein has been derived from sources believed to be reliable but is not guaranteed as to accuracy and does not
purport to be a complete analysis of the security, company or industry involved. This report is not to be construed as an offer to sell or
a solicitation of an offer to buy any security. Truist Securities, Inc. and/or its officers or employees may have positions in any securities,
options, rights or warrants. The firm and/or associated persons may sell to or buy from customers on a principal basis. Investors may
be prohibited in certain states from purchasing some over the-counter securities mentioned herein. Opinions expressed are subject to
change without notice.
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Truist Securities, Inc.’s research is provided to and intended for use by Institutional Accounts as defined in FINRA Rule 4512(c). The
term “Institutional Account" shall mean the account of: (1) a bank, savings and loan association, insurance company or registered
investment company; (2) an investment adviser registered either with the SEC under Section 203 of the Investment Advisers Act or with
a state securities commission (or any agency or office performing like functions); or (3) any other person (whether a natural person,
corporation, partnership, trust or otherwise) with total assets of at least $50 million.

Truist Securities, Inc. is a registered broker-dealer and a member of FINRA and SIPC. It is a service mark of Truist Financial
Corporation. Truist Securities, Inc. is owned by Truist Financial Corporation and affiliated with SunTrust Investment Services, Inc. and
BB&T Securities, LLC. Despite this affiliation, securities recommended, offered, sold by, or held at Truist Securities, Inc., SunTrust
Investment Services, Inc. or BB&T Securities, LLC (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits
or other obligations of any insured depository institution (including Truist Bank); and (iii) are subject to investment risks, including the
possible loss of the principal amount invested. Truist Bank may have a lending relationship with companies mentioned herein.

Please see our Disclosure Database to search by ticker or company name for the current required disclosures, including valuation and
risks. Link: https://truist.bluematrix.com/sellside/Disclosures.action

Please visit the Truist Securities (formerly known as SunTrust Robinson Humphrey) equity research library for current reports and the
analyst roster with contact information. Link: https://truistresearch.bluematrix.com/client/library.jsp

Truist Securities, Inc., member FINRA and SIPC. Truist and Truist Securities are service marks of Truist Financial Corporation.

If you no longer wish to receive this type of communication, please request removal by sending an email to
EquityResearchDepartment@Research.Truist.com

© Truist Securities, Inc. 2022. All rights reserved. Reproduction or quotation in whole or part without permission is forbidden.

ADDITIONAL INFORMATION IS AVAILABLE at our website, TruistSecurities.com, or by writing to: Truist Securities, Research
Department, 3333 Peachtree Road N.E., Atlanta, GA 30326-1070
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Morgan

WW Grainger

4Q Call-Back Notes and Model Update

We provide a quick summary of post-4Q call-back notes and update our model
to reflect results (click here for our initial take). Key takeaways were that (1)
the softer-than-expected EA margin guide (7.5-8.2% vs 9% in ’21) was driven
by one-time distribution costs at MonotaRO for "relocation from Amagasaki
DC to Inagawa DC," worth ~1% of its sales (~$20mm in costs). This results in
the business showing flat profits in 2022, and correspondingly flat earnings
from non-controlling interests, a partial offset below the line. We assume this
reverses in 2023. For Zoro, the guide calls for “modest” margin expansion this
year, which we believe indicates less than 50bps vs 4.6% in ’21. Despite
stronger GMs in 2H from focus on higher-quality growth, there is no change to
targeted “HSD margins at Zoro within the next few years.” (2) With January
daily sales up 16% in US HTS, the year should start strong relative to the 7-
10% guided for 2022, which embeds 0-2% market growth, 4-5% from price,
and 300bps of share gains, while MonotaRO followed December growth of
20.5% with Jan up 17.6%, in line with full-year EA target for HT growth (Dec
will also be reported as part of 1Q for GWW). For 1Q we assume organic
daily sales grow 14% (13.5% HTS, 17% EA), from which normal seasonality
brings us to 11% on the year (9.5% HTS, ~18% EA). (3) Recent sales strength
has been driven by “lower touch” offerings (e-commerce is ~2/3 of HTS
segment sales), with digital driving strong growth with mid-sized customers in
particular, where revs are now ~$1.35 B vs ~$1.1 B in 2020 and $900mm in
2017 (vs $2 B in sales at its peak). It’s also seeing strength in KeepStock with
large customers, while branch sales are growing below the company average.
(4) Gross margin benefited from positive price/cost in 4Q and the year
(excluding the $118mm of pandemic-related inventory adjustments in 1H). On
the flip side, freight was a headwind at 7% of sales vs the more normal 6%,
and non-cash LIFO adjustment due to building inventory at higher costs was
$49mm after-tax in 2021 (slightly less than half of this came in 4Q), up from
$15mm and $24mm in 2020 and 2019, with no relief assumed for 2022. We
believe GM progression this year could look like that in 2019, with an uptick
in 1Q followed by sequential declines. (5) SG&A growth of ~9% at the
midpoint of guide reflects increased marketing, wages, and healthcare costs,
with T&E expenses also moving back to normal. The company continues to
target SG&A growth longer term at half the rate of sales, but near-term
investments and cost inflation make this difficult to achieve, with 2023 also
potentially above target. And (6) “other” segment (Cromwell) is expected to
have -6% margin in 2022, but guidance ranges imply something a bit more
conservative than that given uncertainty around the UK economy. In the end,
we come away raising estimates by ~3% at the op profit line, and our YE22
price target increases to $490 (from $475) as a result. We remain Neutral, as
with positive revisions and the pullback in the stock it looks more reasonably
valued vs recent history at a 0-5% discount to the market vs 5-10% premium
before.

Sources for: Style Exposure — J.P. Morgan Quantitative and Derivatives Strategy; all other tables are company data and J.P. Morgan estimates.

See page 6 for analyst certification and important disclosures.
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Key Changes (FYE Dec)

Prev Cur
Adj. EPS - 22E ($) 2400 2530
Adj. EPS - 23E ($) 2625 2765
Revenue - 22E ($ mn) 13,984 14,426
Revenue - 23E ($ mn) 14,876 15,334
Adj. EBITDA - 22E ($ mn) 2008 2,058
Adj. EBITDA - 23E ($ mn) 2,143 2,203
Quarterly Forecasts (FYE Dec)
Adj.EPS ()
2021A 2022E 2023E
Q1 4.48 6.44
Q2 4.25 6.62
Q3 5.66 6.40
Q4 5.44 5.84
FY 19.82 25.30 27.65

Style Exposure

Quant Current Hist %Rank (1=Top)
Factors %Rank  6M 1Y 3y 5Y
Value 78 72 68 83 85
Growth 49 53 58 35 35
Momentum 33 49 75 43 59
Quality 5 15 21 9 9
Low Vol il 1 12 61 15
ESGQ 3 1 1 20 2

J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single

factor in making their investment decision.
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Price Performance
600

500

$
. N
400 w NP

300
Apr 21 Jul 21 Oct 21 Jan 22
— GWW Price ($) S&P500 (rebased)
YTD 1m 3m 12m
Abs -1.2% -5.3% -1.6% 25.8%
Rel 1.7% -1.8% 1.5% 10.7%
Company Data
Shares O/S (mn) 51
52-week range ($) 527.06-367.00
Market cap ($ mn) 24,338.93
Exchange rate 1.00
Free float(%) 84.6%
3M - Avg daily vol (mn) 0.25
3M - Avg daily val ($ mn) 126.5
Volatility (90 Day) 25
Index S&P 500
BBG BUY|HOLD|SELL 6|93
Key Metrics (FYE Dec)
$ in millions FY21A FY22E FY23E
Financial Estimates
Revenue 13,022 14,426 15,334
Adj. EBITDA 1,732 2,058 2,203
Adj. EBIT 1,547 1,883 2,033
Adj. net income 1,035 1,295 1,391
Adj. EPS 19.82 25.30 27.65
BBG EPS 19.61 24.27 27.22
Cashflow from operations 937 1,312 1,530
FCFF 682 1,012 1,205
Margins and Growth
Revenue growth 10.4% 10.8% 6.3%
EBITDA margin 13.3% 14.3% 14.4%
EBITDA growth 14.8% 18.8% 7.0%
EBIT margin 11.9% 13.1% 13.3%
Net margin 7.9% 9.0% 9.1%
Adj. EPS growth 22.5% 27.7% 9.3%
Ratios
Adj. tax rate 25.0% 24.5% 24.5%
Interest cover 19.9 234 25.0
Net debt/Equity 1.0 0.8 0.6
Net debt/EBITDA 1.2 1.0 0.9
ROCE 27.5% 32.3% 31.9%
ROE 56.2% 63.5% 56.9%
Valuation
FCFF yield 2.8% 4.2% 5.1%
Dividend yield 1.4% 1.5% 1.5%
EV/Revenue 21 1.9 1.8
EV/EBITDA 15.9 134 124
Adj. PIE 23.9 18.7 17.1

Document 1218-15 Filed in TXSB on 05/01/24 Page 2 of 11

J.PMorgan

Summary Investment Thesis and Valuation

GWW is the industry heavyweight in industrial distribution.
It’s hard to overstate the significant change that e-commerce
has brought to the prior strategy. Whereas the “market
expansion program” was the focus a decade ago, the size of
the branch network is now down 40% from prior peak as more
and more product is originated online. E-commerce comprises
>50% of the total company vs 15% in 04, and new
competitors such as Amazon have emerged and are making
noise. The company faces increased risks on this front, first
and foremost from price transparency, with “investment” in
market relevant pricing required to maintain its leadership
position. We see value in the shares if market outgrowth can
sustain at targeted 300-400bps levels and/or margins return to
historical peaks, though attaining both seems unlikely with
share gains the priority in the near term, and execution on this
front remains a TBD.

Performance Drivers

Market
Sector
Macro
Style
Idiosyn. 49%
Factors 6M Corr 1Y Comr
Market: MSCI US 059 044
Sect: Industrials 037 055
Ind: Capital Goods 0.19 045
Macro:
Non-Energy Commodity 013 0.28
US 10yr Breakeven 023 022
US 10yr yield 012 011
Quant Styles:
Value 0.10 0.46
LowVol 025 033
Growth -0.01 -0.33

Source: J.P. Morgan Quantitative and Derivatives Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete

or exact2
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e Model update: raise 2022/2023 estimates on higher sales. We update our model

following 4Q results, increasing our sales assumptions mostly to reflect higher
expected price realization for 2022 in the HTS segment (now 4% vs 1% prior),
with our margin forecast unchanged overall with an increase in HTS and a
decrease in EA, part of which is offset below the line in lower NCI. Our EPS
estimates are now $25.30/$27.65 for 2022/2023 (vs $24/$26.25 prior), also partly
reflecting a lower tax rate. For 1Q, we estimate 13.8% organic ADS growth, with
GMs at 38%, SG&A at $858mm, and 13.6% margins, resulting in EPS of $6.44
(vs Street ~$6). The table below has details on the changes.

Table 1: GWW Estimate Changes
In millions, except per share data

2022E 2023E

Pre-4Q Current Pre-4Q Current
Sales $13,984 $14,426 $14,876 $15,334
yly % chg 7.8% 10.3% 6.4% 6.7%
Gross profit 5,176 5,353 5,432 5,643
% of sales 37.0% 37.1% 36.5% 36.8%
SGA 3,343 3,469 3,459 3,610
% of sales 23.9% 24.1% 23.3% 23.5%
Op profit 1,833 1,883 1,973 2,033
% of sales 13.1% 13.1% 13.3% 13.3%
Incrementals 28% 24% 16% 17%
Net interest expense 88 88 88 88
Other expense (income) (25) (24) (25) (24)
Pretax $1,770 $1,819 $1,910 $1,969
Tax 451 446 487 482
Rate 25.5% 24.5% 25.5% 24.5%
NI cont ops $1,318 $1,373 $1,423 $1,487
NCI 84 7 99 88
FSP 03-6-1 adj 7 8 7 8
Net earnings, cont ops $1,228 $1,295 $1,317 $1,391
Non-recurring, net of tax 0 0 0 0
Final Net Income $1,139 $1,295 $1,246 $1,391
EPS, recurring $24.00 $25.30 $26.25 $27.65
Non-recurring, net of tax $0.00 $0.00 $0.00 $0.00
Net EPS (reported) $24.00 $25.30 $26.25 $27.65
Shares 51 51 50 50
EBITDA $2,008 $2,058 $2,143 $2,203
Segment Break
HTS $10,759 $11,197 $11,141 $11,594
EA 2955 2955 3458 3458
Other Businesses 269 274 277 282
Total revenue $13,984 $14,426 $14,876 $15,334
HTS $1,566 $1,662 $1,634 $1,735
EA 284 237 350 309
Other Businesses “n (16) 11 11
Total segment profits $1,833 $1,883 $1,973 $2,033
HTS 14.6% 14.8% 14.7% 15.0%
EA 9.6% 8.0% 10.1% 8.9%
Other Businesses -6.3% -5.8% -4.0% -3.9%
Total segment margins 13.1% 13.1% 13.3% 13.3%

Source: J.P. Morgan estimates.
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Investment Thesis, Valuation and Risks

WW Grainger Inc (Neutral; Price Target: $490.00)

Investment Thesis

GWW is the industry heavyweight in industrial distribution. It’s hard to overstate the
significant change that e-commerce has brought to the prior strategy. Whereas the
“market expansion program” was the focus a decade ago, the size of the branch
network is now down 40% from prior peak as more and more product is originated
online. E-commerce comprises >50% of the total company vs 15% in *04, and new
competitors such as Amazon have emerged and are making noise. The company
faces increased risks on this front, first and foremost from price transparency, with
“investment” in market relevant pricing required to maintain its leadership position.
We see value in the shares if market outgrowth can sustain at targeted 300-400bps
levels and/or margins return to historical peaks, though attaining both seems unlikely
with share gains the priority in the near term, and execution on this front remains a
TBD.

Valuation

Increase Dec-2022 PT to $490 (vs prior $475). On our 2023 EPS estimate, GWW
shares trade at ~17x, a 10% discount to the group (ex-GE/ROP). Our Dec 2022 price
target of $490 equates to ~17.7x our 2022E EPS, a ~10% discount to the group target
multiple, vs a three-year average of a 5-10% discount. Our group target multiple was
set to be at a 5-10% premium to the FY'1 multiple for the S&P 500. Our price targets
for the distributors remain centered around EV/EBITDA, with the target GWW
multiple at ~12.4x, right around its average since the 2018 tax law change. This is
~10% below the average distributor target multiple vs a three-year average discount
of around 5-10%.

Risks to Rating and Price Target

Upside risks include (1) stronger-than-expected economic recovery and market share
gains, along with pandemic-related product sales growth sustained at stronger-than-
expected levels, (2) margins stronger than expected, and (3) capital allocation
(M&A/buybacks), including potential portfolio moves to unmask value of single-
channel assets. Downside risks include (1) weaker-than-expected cyclical
momentum, with fading market share gains, (2) margins worse than expected, and
(3) large-scale M&A transactions that detract from the organic growth/share
gain/capital returns story.
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Income Statement - Annual __________FY20A FY21A FY22E FY23E FY24E Income Statement-Quarterly - 1Q22E 2Q22E 3Q22E 4Q22E
Revenue 11,797 13,022 14,426 15,334 - Revenue 3525 3,631 3,703 3,568
COGS (7,559) (8,302) (9,073) (9,690) - COGS (2,185) (2,271) (2,359) (2,258)
Gross profit 4,238 4,720 5,353 5,643 - Gross profit 1,339 1,360 1,344 1,309
SG&A (2,911) (3,173) (3,469) (3,610) - SG&A (858)  (868)  (869)  (874)
Adj. EBITDA 1,509 1,732 2,058 2,203 - Adj. EBITDA 525 535 519 479
D&A (182)  (185) (175)  (170) - D&A (44) (44) (44) (44
Adj. EBIT 1,327 1,547 1,883 2,033 - Adj.EBIT 481 492 475 436
Net Interest (93) (87) (88)  (88) - Net Interest (22) (22) (22) (22
Adj. PBT 1,255 1,485 1,819 1,969 - Adj.PBT 465 476 459 420
Tax (319)  (371) (446) (482) - Tax (114)  (117)  (112)  (103)
Minority Interest (60) (71) (1) (88) - Minority Interest (17) (18) (18  (18)
Adj. Net Income 869 1,035 1,295 1,391 - Adj. Net Income 332 339 327 297
Reported EPS 1279 1982 2530 27.65 - Reported EPS 644 662 640 584
Adj. EPS 1617 19.82 2530 27.65 - Adj.EPS 644 662 640 584
DPS 629 6583 687 7.28 - DPs 172 172 172 172
Payout ratio 49.1% 345% 27.1% 26.3% - Payout ratio 26.7% 26.0% 26.8% 29.4%
Shares outstanding 54 52 51 50 - Shares outstanding 51 51 51 51
Balance Sheet & Cash Flow Statement ____FY20A FY21A FY2E FY23E FY2E RatioAnalysis _ FY20A FY21A_ FY22E FY23E FY2E
Cash and cash equivalents 585 241 271 480 - Gross margin 359% 36.2% 37.1% 36.8% -
Accounts receivable 1474 1,754 1,917 2,014 - EBITDA margin 12.8% 133% 14.3% 14.4% -
Inventories 1,733 1,870 2,016 2,121 - EBIT margin 1.2% 11.9% 131% 13.3% -
Other current assets 127 146 195 229 - Net profit margin 74% 79% 90% 91% -

Current assets 3919 4,011 4399 4844 -
PP&E 1395 1424 1524 1,644 - ROE 47.2% 56.2% 63.5% 56.9% -
LT investments - - - - - ROA 14.1% 16.1% 189% 18.9% -
Other non current assets 981 1,157 1162 1177 - ROCE 239% 275% 323% 31.9% -
Total assets 6,295 6,592 7,085 7,665 - SG&A/Sales 247% 244% 241% 23.5% -
Net debt/equity 0.9 1.0 0.8 0.6 -

Short term borrowings 8 0 0 0 -
Payables 779 816 884 930 - PE(x) 293 239 187 1741 -
Other short term liabilities 654 712 730 758 - PBV(x) 139 132 109 8.9 -
Current liabilities 1441 1,528 1,614 1,688 - EVIEBITDA (x) 180 159 134 124 -
Long-term debt 2389 2362 2362 2362 - Dividend Yield 13% 14% 15% 1.5% -

Other long term liabilities 372 542 533 523 -
Total liabilities 4,202 4432 4509 4,573 - Sales/Assets (x) 1.9 20 2.1 2.1 -
Shareholders' equity 1828 1,857 2,219 2,669 - Interest cover (x) 16.2 19.9 234 25.0 -
Minority interests 265 304 357 423 - Operating leverage (162.3%) 159.7% 201.5% 126.5% -

Total liabilities & equity 6,295 6,592 7,085 7,665 -
BVPS 3417 3575 43.63 53.38 - Revenue yly Growth 27% 104% 108%  6.3% -
yly Growth 0.7%  4.6% 22.0% 22.4% - EBITDA yly Growth (6.7%) 14.8% 188% 7.0% -
Net debt/(cash) 1812 2121 2,091 1,882 - Taxrate 254% 25.0% 24.5% 24.5% -
Adj. Net Income yly Growth (8.6%) 19.1% 251%  7.4% -
Cash flow from operating activities 1,123 937 1,312 1,530 - EPSyly Growth (6.6%) 225% 27.7%  9.3% -
o/w Depreciation & amortization 182 185 175 170 - DPSyly Growth 53% 87% 05% 6.0% -

o/w Changes in working capital (170)  (443) (272) (162) -

Cash flow from investing activities (179)  (226) (280) (305) -

o/w Capital expenditure (197)  (255) (300) (325) -

as % of sales 17%  20% 21% 2.1% -

Cash flow from financing activities (726) (1,039) (1,001) (1,016) -

o/w Dividends paid (338)  (357) (351) (366) -

o/w Net debt issued/(repaid) 161 8) 0 0 -

Net change in cash 225  (344) 30 208 -

Adj. Free cash flow to firm 926 682 1,012 1,205 -

yly Growth 12.5% (26.3%) 48.3% 19.1% -

Source: Company reports and J.P. Morgan estimates.
Note: $ in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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WW Grainger (GWW, GWW US) Price Chart Date Rating Price (§) ?sr)ice Target
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30 Mw 07-Oct-20 N 367.71 362
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19 19 20 20 20 21 21 21 22

Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Jun 02, 2017. All share prices are as of market close on the previous business day.

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire
period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap equity research, each stock’s expected
total return is compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it
does not appear in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P.
Morgan’s research website, https://www.jpmorganmarkets.com.

Coverage Universe: Baumann, Patrick: Fastenal (FAST), MSC Industrial Direct (MSM), Mesa Labs (MLAB), WW Grainger (GWW)

J.P. Morgan Equity Research Ratings Distribution, as of January 01, 2022
Overweight Neutral  Underweight

(buy) (hold) (sell)

J.P. Morgan Global Equity Research Coverage* 52% 37% 11%
IB clients** 53% 46% 34%
JPMS Equity Research Coverage* 51% 37% 12%
IB clients** 74% 68% 50%

*Please note that the percentages might not add to 100% because of rounding.

**Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking
services within the previous 12 months.

For purposes only of FINRA ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above.
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are
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available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it
the material underlying assumptions used.

A history of J.P. Morgan investment recommendations disseminated during the preceding 12 months can be accessed on the Research &
Commentary page of http://www.jpmorganmarkets.com where you can also search by analyst name, sector or financial instrument.
Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various

factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates
worldwide.

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless
specifically permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators.
For all research material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China;
Hong Kong SAR (China); Taiwan (China); and Macau SAR (China).

J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or
administered by the governmental authorities of the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this
report is intended to be read or construed as encouraging, facilitating, promoting or otherwise approving investment or dealing in such
Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions.

Options and Futures related research: If the information contained herein regards options- or futures-related research, such information
is available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's
Characteristics and Risks of Standardized Options or

http://www.finra.org/sites/default/files/Security Futures Risk Disclosure Statement 2018.pdf for a copy of the Security Futures Risk
Disclosure Statement.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future
become, subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information,
please consult: https://www.jpmorgan.com/global/disclosures/interbank offered rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co.
and its subsidiaries (“J.P. Morgan Private Bank™), research is provided to you by J.P. Morgan Private Bank and not by any other division
of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC
Research Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC
Research Analysts authored this material with different legal entities identified below their names, these legal entities are jointly
responsible for the production of this research. Research Analysts from various J.P. Morgan affiliates may have contributed to the
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as
being able to do so). Unless otherwise stated below, this material has been distributed by the legal entity responsible for production. If you
have any queries, please contact the relevant Research Analyst in your jurisdiction or the entity in your jurisdiction that has distributed
this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:

Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la Republica Argentina (“BCRA”-
Central Bank of Argentina) and Comision Nacional de Valores (“CNV”- Argentinian Securities Commission” - ALYC y AN Integral
N°51). Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated
by the Australian Securities and Investments Commission and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-
X. This material is issued and distributed in Australia by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G
of the Corporations Act 2001). A list of all financial products covered can be found by visiting
https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of relevance to the domestic and international
investor base across all Global Industry Classification Standard (GICS) sectors, as well as across a range of market capitalisation sizes. If
applicable, in the course of conducting public side due diligence on the subject company(ies), the Research Analyst team may at times
perform such diligence through corporate engagements such as site visits, discussions with company representatives, management
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presentations, etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research Independence
Policy which can be found at the following link: J.P. Morgan Australia - Research Independence Policy. Brazil: Banco J.P. Morgan S.A.
is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman J.P. Morgan: 0800-7700847
/ ouvidoria.jp.morgan@jpmorgan.com. Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the
Investment Industry Regulatory Organization of Canada and the Ontario Securities Commission and is the participating member on
Canadian exchanges. This material is distributed in Canada by or on behalf of J.P.Morgan Securities Canada Inc. Chile: Inversiones J.P.
Morgan Limitada is an unregulated entity incorporated in Chile. China: J.P. Morgan Securities (China) Company Limited has been
approved by CSRC to conduct the securities investment consultancy business. Dubai International Financial Centre (DIFC):
JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is
Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO Box 506551, Dubai, UAE. This material has been
distributed by JP Morgan Chase Bank, N.A., Dubai Branch to persons regarded as professional clients or market counterparties as defined
under the DFSA rules. European Economic Area (EEA): Unless specified to the contrary, research is distributed in the EEA by J.P.
Morgan SE (“JPM SE”), which is subject to prudential supervision by the European Central Bank (“ECB”) in cooperation with BaFin and
Deutsche Bundesbank in Germany. JPM SE is a company headquartered in Frankfurt with registered address at TaunusTurm, Taunustor
1, Frankfurt am Main, 60310, Germany. The material has been distributed in the EEA to persons regarded as professional investors (or
equivalent) pursuant to Art. 4 para. 1 no. 10 and Annex II of MiFID II and its respective implementation in their home jurisdictions
(“EEA professional investors”). This material must not be acted on or relied on by persons who are not EEA professional investors. Any
investment or investment activity to which this material relates is only available to EEA relevant persons and will be engaged in only with
EEA relevant persons. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong
Monetary Authority and the Securities and Futures Commission in Hong Kong, and J.P. Morgan Broking (Hong Kong) Limited (CE
number AABO027) is regulated by the Securities and Futures Commission in Hong Kong. JP Morgan Chase Bank, N.A., Hong Kong (CE
Number AAL996) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, is organized under the
laws of the United States with limited liability. India: J.P. Morgan India Private Limited (Corporate Identity Number -
U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai —
400098, is registered with the Securities and Exchange Board of India (SEBI) as a ‘Research Analyst’” having registration number
INH000001873. J.P. Morgan India Private Limited is also registered with SEBI as a member of the National Stock Exchange of India
Limited and the Bombay Stock Exchange Limited (SEBI Registration Number — INZ000239730) and as a Merchant Banker (SEBI
Registration Number - MB/INM000002970). Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website:
http://www.jpmipl.com. JPMorgan Chase Bank, N.A. - Mumbai Branch is licensed by the Reserve Bank of India (RBI) (Licence No. 53/
Licence No. BY.4/94; SEBI - IN/CUS/014/ CDSL : IN-DP-CDSL-444-2008/ IN-DP-NSDL-285-2008/ INBI00000984/ INE231311239)
as a Scheduled Commercial Bank in India, which is its primary license allowing it to carry on Banking business in India and other
activities, which a Bank branch in India are permitted to undertake. For non-local research material, this material is not distributed in
India by J.P. Morgan India Private Limited. Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange
and is regulated by the OJK a.k.a. BAPEPAM LK. Korea: J.P. Morgan Securities (Far East) Limited, Seoul Branch, is a member of the
Korea Exchange (KRX). JPMorgan Chase Bank, N.A., Seoul Branch, is licensed as a branch office of foreign bank (JPMorgan Chase
Bank, N.A.) in Korea. Both entities are regulated by the Financial Services Commission (FSC) and the Financial Supervisory Service
(FSS). For non-macro research material, the material is distributed in Korea by or through J.P. Morgan Securities (Far East) Limited,
Seoul Branch. Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the
Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia)
Sdn Bhd (18146-X), which is a Participating Organization of Bursa Malaysia Berhad and holds a Capital Markets Services License issued
by the Securities Commission in Malaysia. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V.and J.P. Morgan Grupo Financiero are
members of the Mexican Stock Exchange and are authorized to act as a broker dealer by the National Banking and Securities Exchange
Commission. New Zealand: This material is issued and distributed by JPMSAL in New Zealand only to "wholesale clients" (as defined
in the Financial Advisers Act 2008). JPMSAL is registered as a Financial Service Provider under the Financial Service providers
(Registration and Dispute Resolution) Act of 2008. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock
Exchange and regulated by the Securities and Exchange Commission of Pakistan. Philippines: J.P. Morgan Securities Philippines Inc. is a
Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the
Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Russia: CB J.P. Morgan Bank
International LLC is regulated by the Central Bank of Russia. Singapore: This material is issued and distributed in Singapore by or
through J.P. Morgan Securities Singapore Private Limited (JPMSS) [MCI (P) 093/09/2021 and Co. Reg. No.: 199405335R], which is a
member of the Singapore Exchange Securities Trading Limited, and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB
Singapore), both of which are regulated by the Monetary Authority of Singapore. This material is issued and distributed in Singapore only
to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289
(SFA). This material is not intended to be issued or distributed to any retail investors or any other investors that do not fall into the classes
of “accredited investors,” “expert investors” or “institutional investors,” as defined under Section 4A of the SFA. Recipients of this
material in Singapore are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection with, the
material. As at the date of this material, JPMSS is a designated market maker for certain structured warrants listed on the Singapore
Exchange where the underlying securities may be the securities discussed in this material. Arising from its role as a designated market
maker for such structured warrants, JPMSS may conduct hedging activities in respect of such underlying securities and hold or have an
interest in such underlying securities as a result. The updated list of structured warrants for which JPMSS acts as designated market maker
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may be found on the website of the Singapore Exchange Limited: http://www.sgx.com. South Africa: J.P. Morgan Equities South Africa
Proprietary Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are members of the Johannesburg Securities Exchange and
are regulated by the Financial Services Board. Taiwan: J.P. Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. Material relating to equity securities is issued and
distributed in Taiwan by J.P. Morgan Securities (Taiwan) Limited, subject to the license scope and the applicable laws and the regulations
in Taiwan. According to Paragraph 2, Article 7-1 of Operational Regulations Governing Securities Firms Recommending Trades in
Securities to Customers (as amended or supplemented) and/or other applicable laws or regulations, please note that the recipient of this
material is not permitted to engage in any activities in connection with the material that may give rise to conflicts of interests, unless
otherwise disclosed in the “Important Disclosures” in this material. Thailand: This material is issued and distributed in Thailand by
JPMorgan Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance
and the Securities and Exchange Commission, and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok
10500. UK: Unless specified to the contrary, research is distributed in the UK by J.P. Morgan Securities plc (“JPMS plc”) which is a
member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. JPMS plc is registered in England & Wales No. 2711006, Registered Office 25 Bank
Street, London, E14 5JP. This material is directed in the UK only to: (a) persons having professional experience in matters relating to
investments falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) (Order) 2005 (“the FPO”);
(b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated associations or partnerships, the trustees of high
value trusts, etc.); or (c) any persons to whom this communication may otherwise lawfully be made; all such persons being referred to as
"UK relevant persons". This material must not be acted on or relied on by persons who are not UK relevant persons. Any investment or
investment activity to which this material relates is only available to UK relevant persons and will be engaged in only with UK relevant
persons. Research issued by JPMS plc has been prepared in accordance with JPMS plc's policy for prevention and avoidance of conflicts
of interest related to the production of Research which can be found at the following link: J.P. Morgan EMEA - Research Independence
Policy. U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE, FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A.
is a member of the FDIC. Material published by non-U.S. affiliates is distributed in the U.S. by JPMS who accepts responsibility for its
content.

General: Additional information is available upon request. The information in this material has been obtained from sources believed to be
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts,
opinions and expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries
(collectively J.P. Morgan) make no representations or warranties whatsoever to the completeness or accuracy of the material provided,
except with respect to any disclosures relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of
the material. Accordingly, no reliance should be placed on the accuracy, fairness or completeness of the information contained in this
material. Any data discrepancies in this material could be the result of different calculations and/or adjustments. J.P. Morgan accepts no
liability whatsoever for any loss arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective
directors, officers or employees, shall be in any way responsible for the contents hereof, apart from the liabilities and responsibilities that
may be imposed on them by the relevant regulatory authority in the jurisdiction in question, or the regulatory regime thereunder.
Opinions, forecasts or projections contained in this material represent J.P. Morgan's current opinions or judgment as of the date of the
material only and are therefore subject to change without notice. Periodic updates may be provided on companies/industries based on
company-specific developments or announcements, market conditions or any other publicly available information. There can be no
assurance that future results or events will be consistent with any such opinions, forecasts or projections, which represent only one
possible outcome. Furthermore, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have
not been verified, and future actual results or events could differ materially. The value of, or income from, any investments referred to in
this material may fluctuate and/or be affected by changes in exchange rates. All pricing is indicative as of the close of market for the
securities discussed, unless otherwise stated. Past performance is not indicative of future results. Accordingly, investors may receive back
less than originally invested. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument.
The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipients of this
material must make their own independent decisions regarding any securities or financial instruments mentioned herein and should seek
advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on the
basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts
in a manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other
communication is brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff
and other Research Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not
involved in the preparation of this material may have investments in the securities (or derivatives of such securities) mentioned in this
material and may trade them in ways different from those discussed in this material. This material is not an advertisement for or
marketing of any issuer, its products or services, or its securities in any jurisdiction.

"Other Disclosures" last revised January 22, 2022.

Copyright 2022 JPMorgan Chase & Co. All rights reserved. This material or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.
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12-18 mo. Price Target $580.00
GWW - NYSE $497.75
3-5 Yr. EPS Gr. Rate 13%
52-Wk Range $527.06-$387.60
Shares Outstanding 51.1M
Float 45.3M
Market Capitalization $24,705.6M
Avg. Daily Trading Volume 287,816
Dividend/Div Yield $6.48/1.30%
Book Value $41.78
Fiscal Year Ends Dec
2022E ROE 52.7%
LT Debt $2,362.0M
Preferred NA
Common Equity $2,160M
Convertible Available No
Erljte d Q1 Q2 Q3 Q4 Year  Mult.
2020A 4.24 3.75 452 366 16.18  30.8x
2021A 4.48 4.27 5.65 544 1984  25.1x
2022E 6.26 6.23 6.14 588 2450 20.3x
2023E - - - - 2780 17.9x
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COMPANY UPDATE
INDUSTRIAL/CAPITAL GOODS/INDUSTRIAL MULTI-INDUSTRY

W.W. Grainger, Inc.
Strategic Levers Align Well

SUMMARY

We continue to favor shares for GWW's strategic operating momentum, reinforced
by short-cycle dynamics. GWW's revenue linearity outperformed normal seasonality
throughout 2021, delivering 12% organic growth vs. +4%/2020 pandemic year
comparison, with HTS-US 4Q daily sales up 17% vs. ~10-11% market growth
(GWW market estimate includes price). Strained global supply chains cultivate
tailwind, with GWW's procurement excellence including scale/priority position and
broad supplier base affording nimbleness and demand fulfillment; this dynamic was
evident with 2020 pandemic product sales +54% to $2.4B and 2021 HTS organic
sales +10.8% despite ~$350M lower pandemic product sales. GWW's consistent
outperformance through the market/macro transitions supports view that differentiated
supply-chain/procurement wherewithal enables accelerated customer acquisition with
stickiness. More recent/current shipping-related disruptions could inure further to
GWW's competitive strengths.

KEY POINTS

m  GWW anticipates 3-4% long-term HTS-US market outgrowth (4.5% average
outgrowth in 2020-21), with ~3%/2022E (anticipates some incremental pandemic
product volume attenuation). Strategic enablers include sustained IT investment
(product information & search; digitizing customer experience/interface, technical
support, inventory management solutions), re-merchandising ($4.4B of product to
date; +$1.5B/'21), and inventory solutions (60% of US revenue from customers
with at least one solution, like KeepStock).

Pricing and cost management were effective in 2021 with HTS realizing 5% price
in 4Q (3%/3Q, 2%/1H), supporting strong margin expansion read-through in 2H21
from volume leverage and normalizing mix (from mix dilutive pandemic product);
1H21 HTS OM included $118M pandemic product write-down costs (GWW had no
earnings adjustments in 2021).

Business model focus and range of customer acquisition/retention drivers support
our long-term thesis, with the leading position in the fragmented facilities MRO
sector, but at just ~7% total NA market share. Supportive short cycle factors include
IP/CU at cycle highs, re-accelerating in January, favorable February ISM (58.6 vs.
57.6/January), extra 1Q22 selling day.

Medium-sized customer penetration indicates an ongoing successful initiative, with
$1.4B sales, rebuilding from well <$1B at time of 2017 strategic list price reset (was
$2B 10 years ago before pricing overreach in this sector estranged the market).
Medium customer sales rose 25% in 4Q21 (vs. +6% compare) and GWW targets
5-6% share over time (estimates nearing 3% presently).

Endless Assortment's simple transactional model continues to drive HT% growth
profile: registered users +16% to 13M in 2021; 8.7M Zoro-US SKUs/+2.6M; ~20M

Company Description

W.W. Grainger, Inc. is a leading supplier
of facilities maintenance products in
North America.

1 Year Price History for GWW

£ e

UCC-189

03/21 06/21 09/21 12/21 03/22

For analyst certification and important disclosures, see the Disclosure

45 Appendix.

Oppenheimer & Co Inc. 85 Broad Street, New York, NY 10004 Tel: 800-221-5588 Fax: 212-667-8229
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W.W. Grainger, Inc.

GWW (OUTPERFORM) - $580.00

5-YEAR PRICE PERFORMANCE
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Source: Bloomberg

BASE CASE ASSUMPTION

m  GM mix headwinds related to pandemic customers/products
m Long-term runway around eCommerce and virtualization of supply
chains

UPSIDE SCENARIO

m  Accelerating stabilization in Canada profitability
m  GM expands meaningfully on mix and net new price and volume
m  Exceeding share gain targets

PRICE TARGET CALCULATION

INVESTMENT THESIS

Our Outperform rating reflects our view that GWW has solid
leverage to economic normalization, including currently picking
up new customers at a solid clip (inventory availability and
shift to digital procurement). We think the strength of GWW's
digital platforms will ultimately gain potency through the current
environment.

CATALYSTS

m Demand response outperforms
m Canada profitability recovery
m  Macroeconomic inflation; new price accelerates

DOWNSIDE SCENARIO

m  Commoditization of distribution space
m  Gross margin expansion fails to materialize

Our price target of $580 assumes a target multiple of ~21x '23E vs. current ~20x our '22E, and supported by structural business model girth
and elegance to drive long-term customer acquisition/retention. Our price target implies upside potential of approximately 18%, including

a 1.3% dividend yield.

KEY RISKS TO PRICE TARGET

Key risks to our price target include: 1) coronavirus dynamic; 2) commoditization of the distribution space; 3) gross margin expansion fails

to materialize; and 4) instability in the overall economy.

ESG CONSIDERATIONS *

ESG Rating B+
ESG Rating Environment A-
ESG Rating Social A-
ESG Rating Governance B

*Environmental/Social/Governance (ESG) scores are courtesy of Refinitiv's ESG product which are designed to transparently and objectively measure a company's relative
ESG performance, commitment and effectiveness, based on company-reported data. Refinitiv's ESG ratings are independent of Oppenheimer's stock ratings and are not
taken into consideration when assigning a rating. For full details about Refinitiv's ESG scores, please click here

2 o PPENHEIMER WESCO_UCC00003341
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GWW (OUTPERFORM) - $580.00

W.W. Grainger, Inc.

W.W. Grainger, Inc.

Annual Sales and Profits by Segment, 2016-2023E Christopher Glynn

($ millions)

Segment Revenues 2016 2017 2018 2019 2020 2021 2022E 2023E
High-Touch Solutions (N.A.) $8,985 $9,036 $9,221 $10,186 $11,052 $11,715
Endless Assortment 1,541 1,836 2,178 2,576 2,937 3,436
Other 695 614 398 260 273 273

Total Segment Revenues $10,137 $10,425 $11,221 $11,486 $11,797 $13,022 $14,261 $15,424
Y-O-Y Change 1.6% 2.8% 7.6% 2.4% 2.7% 10.4% 9.5% 8.2%

Segment Profits
High-Touch Solutions (N.A.) 1,211 1,282 1,200 1,334 1,625 1,757
Endless Assortment 139 122 175 232 229 308
Other (6) (16) (48) (19) (8) -

Segment Profits $1,267 $1,147 $1,344 $1,388 $1,327 $1,547 $1,845 $2,065
Y-O-Y Change (5.9%) (9.5%) 17.2% 3.3% (4.4%) 16.6% 19.3% 11.9%

oM 12.5% 11.0% 12.0% 12.1% 11.2% 11.9% 12.9% 13.4%

Adjustments to EBT:

Interest Expense (Income), net 66 84 82 79 93 87 88 80

Other Costs (Income), net 35 15 (5) (26) (21) (25) (20) (17)

EBT $1,166 $1,047 $1,267 $1,335 $1,255 $1,485 $1,777 $2,002

Taxes 428 341 275 331 319 371 435 500
Tax Rate 36.7% 32.5% 21.7% 24.8% 25.4% 25.0% 24.5% 25.0%

Net Income $738 $706 $992 $1,004 $936 $1,114 $1,342 $1,501

Net Margin 7.3% 6.8% 8.8% 8.7% 7.9% 8.6% 9.4% 9.7%

Minority Stake (27) (37) (41) (46) (60) (71) (82) (98)

Undistributed Earnings (5) (5) (6) (8) (6) (8) (8) (8)

Continuing Ops Net Income $706 $665 $945 $950 $870 $1,035 $1,252 $1,395

Extraordinary Items (105) (84) (169) (110) (181) - - -

Net Income as Reported $601 $581 $776 $840 $689 $1,035 $1,252 $1,395

IContinuing Ops EPS $11.58 $11.46 $16.70 $17.29 $16.18 $19.84 $24.50 $27.80

EPS Growth (2.9%) (1.0%) 45.7% 3.6% (6.4%) 22.6% 23.5% 13.4%

IReported Diluted EPS $9.87 $10.02 $13.73 $15.32 $12.82 $19.84 $24.50 $27.80

(14.8%) 1.5% 37.0% 11.6% (16.3%) 54.7% 23.5% 13.4%

Diluted Shares Outstanding 60.8 58.0 56.5 54.9 53.7 52.2 51.1 50.2

Source: Company Reports; Oppenheimer & Co. Estimates

(" PPENHEIMER

WESCO_UCC00003342

3



Case 23-03091 Document 1218-16 Filed in TXSB on 05/01/24 Page 4 of 12

W.W. Grainger, Inc. GWW (OUTPERFORM) - $580.00

W.W. Grainger, Inc.

Quarterly Sales and Profits by Segment, 2021-2022E Christopher Glynn
($ millions)
2021 2022
Segment Revenues 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E
High-Touch Solutions (N.A.) $2,397 $2,498 $2,663 $2,628 $10,186 $2,709 $2,773 $2,809 $2,761 $11,052
Endless Assortment 622 645 646 663 2,576 690 722 749 774 2,937
Other 65 64 63 68 260 68 68 68 69 273
Total Segment Revenues $3,084 $3,207 $3,372 $3,359 $13,022 $3,467 $3,563 $3,627 $3,604 $14,261
Y-O-Y Revenue Change 2.8% 13.0% 11.7% 14.2% 10.4% 12.4% 11.1% 7.6% 7.3% 9.5%
Segment Profits
High-Touch Solutions (N.A.) 306 282 387 359 1,334 420 416 407 381 1,625
Endless Assortment 55 58 59 60 232 55 54 56 63 229
Other 3) (6) (8) 2) (19) () (3) ) 1 (8)
Segment Profits $358 $334 $438 $417 $1,547 $470 $467 $462 $446 $1,845
Y-0O-Y Profit Change 4.4% 6.0% 17.1% 41.4% 16.6% 31.4% 39.9% 5.5% 6.9% 19.3%
Adjustments to EBT:
Interest Expense (Income), net 21.0 22.0 220 22.0 87.0 22.0 22.0 22.0 22.0 88.0
Other Costs (Income), net (6.0) (7.0) (6.0) (6.0) (25.0) (5.0) (5.0) (5.0) (5.0) (20.0)
EBT $343 $319 $422 $401 $1,485 $453 $450 $445 $429 $1,777
Taxes 88 76 107 100 371 111 110 109 105 435
Tax Rate 25.7% 23.8% 25.4% 24.9% 25.0% 24.5% 24.5% 24.5% 24.5% 24.5%
Net Income $255 $243 $315 $301 $1,114 $342 $340 $336 $324 $1,342
Net Margin
Minority Stake (17) (18) (18) (18) (71) (18) (20) (21) (23) (82)
Undistributed Earnings (2) (2) (2) (2) (8) (2) (2) (2) (2) (8)
Continuing Ops Net Income $236 $223 $295 $281 $1,035 $322 $318 $313 $299 $1,252
Extraordinary ltems - - - - - - - - - -
Net Income as Reported $236 $223 $295 $281 $1,035 $322 $318 $313 $299 $1,252
|Continuing Ops EPS $4.48 $4.27 $5.65 $5.44 $19.84 $6.26 $6.23 $6.14 $5.88 $24.50
EPS Growth 5.8% 13.7% 25.0% 48.6% 22.6% 39.8% 46.0% 8.6% 8.1% 23.5%
|Reported Diluted EPS $4.48 $4.27 $5.65 $5.44 $19.84 $6.26 $6.23 $6.14 $5.88 $24.50
EPS Growth 40.6% 102.8% 28.2% 74.4% 54.7% 39.8% 46.0% 8.6% 8.1% 23.5%
Diluted Shares Outstanding 52.6 52.5 52.1 51.7 52.2 51.4 51.2 51.0 50.8 51.1

Source: Company Reports; Oppenheimer & Co. Estimates
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W.W. Grainger, Inc.

W.W. Grainger, Inc.

Analysis of Operations, 2016-2023E Christopher Glynn
2021 2022
Revenue Growth 2016 2017 2018 2019 2020 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E 2023E
High-Touch Solutions (N.A.) 0.6% 2.0% 1.8% 13.7% 12.0% 14.7% 10.5% 13.0% 11.0% 5.5% 5.1% 8.5% 6.0%
Endless Assortment 19.1% 18.6% 25.4% 22.9% 12.9% 13.3% 18.3% 11.0% 12.0% 16.0% 16.8% 14.0% 17.0%
Other (11.7%) (35.2%) (56.7%) (44.3%) (8.7%) 6.3% (34.7%) 5.0% 6.0% 8.0% 1.3% 5.0% 0.0%
Total Revenue Growth 1.6% 2.8% 7.6% 2.4% 2.7% 2.8% 13.0% 11.7% 14.2% 10.4% 12.4% 11.1% 7.6% 7.3% 9.5% 8.2%
Segment % of Revenue 2016 2017 2018 2019 2020 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E 2023E
High-Touch Solutions (N.A.) 80.1% 78.7% 78.2% 77.7% 77.9% 79.0% 78.2% 78.2% 78.1% 77.8% 77.5% 76.6% 77.5% 76.0%
Endless Assortment 13.7% 16.0% 18.5% 20.2% 20.1% 19.2% 19.7% 19.8% 19.9% 20.3% 20.7% 21.5% 20.6% 22.3%
Other 6.2% 5.3% 3.4% 2.1% 2.0% 1.9% 2.0% 2.0% 2.0% 1.9% 1.9% 1.9% 1.9% 1.8%
Operating Margins 2016 2017 2018 2019 2020 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E 2023E
High-Touch Solutions (N.A.) 13.5% 14.2% 13.0% 12.8% 11.3% 14.5% 13.7% 13.1% 15.5% 15.0% 14.5% 13.8% 14.7% 15.0%
Endless Assortment 9.0% 6.6% 8.0% 8.8% 9.0% 9.1% 9.0% 9.0% 8.0% 7.5% 7.5% 8.2% 7.8% 9.0%
Other (0.9%) (2.6%) (12.1%) (4.6%) (9.4%) (12.7%) (2.9%) (7.3%) (7.0%) (4.0%) (2.0%) 1.0% (3.0%) 0.0%
Consolidated O.M. 13.7% 12.3% 12.0% 12.1% 11.2% 11.6% 10.4% 13.0% 12.4% 11.9% 13.6% 13.1% 12.7% 12.4% 12.9% 13.4%
Operating Profit Growth 2016 2017 2018 2019 2020 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E 2023E
High-Touch Solutions (N.A.) 5.9% (6.4%) (4.7%) (1.4%) 16.2% 38.1% 11.2% 37.2% 47.5% 5.3% 6.3% 21.8% 8.2%
Endless Assortment (12.2%) 43.4% 57.1% 38.1% 22.9% 20.0% 32.6% 0.4% (6.6%) (4.7%) 5.7% (1.3%) 34.3%
Other NM NM NM NM 14.3% (86.7%) (60.4%) 59.3% (54.8%) (83.0%) (133.1%) (56.9%) (100.0%)
Total Operating Profit Growth (5.9%) (9.5%) 17.2% 3.3% (4.4%) 4.4% 6.0% 17.1% 41.4% 16.6% 31.4% 39.9% 5.5% 6.9% 19.3% 11.9%
Segment % of Profit 2016 2017 2018 2019 2020 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E 2023E
High-Touch Solutions (N.A.) 90.1% 92.4% 90.4% 85.5% 84.4% 88.4% 86.1% 86.2% 89.3% 89.0% 88.1% 85.6% 88.0% 85.1%
Endless Assortment 10.3% 8.8% 13.2% 15.4% 17.4% 13.5% 14.4% 15.0% 11.7% 11.6% 12.2% 14.2% 12.4% 14.9%
Other (0.4%) (1.2%) (3.6%) (0.8%) (1.8%) (1.8%) (0.5%) (1.2%) (1.0%) (0.6%) (0.3%) 0.1% (0.4%) 0.0%
Total Segments % of Profit 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Incremental Margins 2016 2017 2018 2019 2020 1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E 2023E
High-Touch Solutions (N.A.) 139.2% (44.3%) (35.7%) (1.3%) 18.9% 29.5% 13.9% 36.5% 48.7% 13.9% 16.9% 33.6% 20.0%
Endless Assortment (5.8%) 15.5% 15.9% 13.3% 14.9% 12.8% 14.3% 0.3% (4.9%) (2.7%) 3.1% (0.8%) 15.7%
Other 12.3% 14.8% (11.8%) (13.7%) 16.7% 325.0% (21.0%) (54.7%) 85.6% 131.7% 306.0% 83.2% NM
Total Incremental Margins (67.0%) (37.6%) 8.0% 16.6% (19.6%) 18.1% 5.1% 18.1% 29.2% 18.0% 29.3% 37.5% 9.5% 11.7% 24.1% 18.9%
Source: Company Reports; Oppenheimer & Co. Estimates
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W.W. Grainger, Inc. GWW (OUTPERFORM) - $580.00

W.W. Grainger, Inc.
Consolidated Annual Income Statement 2016-2023E Christopher Glynn

For the years ended December 31 ($ in millions)

2016 2017 2018 2019 2020 2021 2022E 2023E
Net Sales $10,137 $10,425 $11,221 $11,486 $11,797 $13,022 $14,261 $15,424
Revenue Growth 1.6% 2.8% 7.6% 2.4% 2.7% 10.4% 9.5% 8.2%
Cost of Goods Sold 6,013 6,314 6,873 7,089 7,559 8,302 8,977 9,672
Gross Income $4,124 $4,111 $4,348 $4,397 $4,238 $4,720 $5,285 $5,752
Gross Margin 40.7% 39.4% 38.7% 38.3% 35.9% 36.2% 37.1% 37.3%
Selling, General & Admin Expense 2,858 2,965 3,004 3,009 2,91 3,173 3,439 3,687
Operating Profit $1,267 $1,147 $1,344 $1,388 $1,327 $1,547 $1,845 $2,065
Y-O-Y Change (5.9%) (9.5%) 17.2% 3.3% (4.4%) 16.6% 19.3% 11.9%
Operating Margin 12.5% 11.0% 12.0% 12.1% 11.2% 11.9% 12.9% 13.4%
Net Interest Expense (Income) 66 84 82 79 93 87 88 80
Other Costs (Income) 35 15 (5) (26) (21) (25) (20) (17)
Pretax Income $1,166 $1,047 $1,267 $1,335 $1,255 $1,485 $1,777 $2,002
Total Income Taxes 428 341 275 331 319 371 435 500
Income Tax Rate 36.7% 32.5% 21.7% 24.8% 25.4% 25.0% 24.5% 25.0%
Net Income $738 $706 $992 $1,004 $936 $1,114 $1,342 $1,501
Minority Stake 27) (37) (41) (46) (60) (71) (82) (98)
Undistributed Earnings (5) (5) (6) (8) (6) (8) (8) (8)
Continuing Ops Net Income $706 $665 $945 $950 $870 $1,035 $1,252 $1,395
Extraordinary ltems (105) (84) (169) (110) (181) - - -
Net Income as Reported $601 $581 $776 $840 $689 $1,035 $1,252 $1,395
|Continuing Ops EPS $11.58 $11.46 $16.70 $17.29 $16.18 $19.84 $24.50 $27.80
EPS Growth (2.9%) (1.0%) 45.7% 3.6% (6.4%) 22.6% 23.5% 13.4%
|Reported Diluted EPS $9.87 $10.02 $13.73 $15.32 $12.82 $19.84 $24.50 $27.80
Basic EPS from Continuing Operations $12.21 $12.39 $17.86 $18.62 $17.75 $21.76 $26.79 $30.51
Dividends per Share $4.83 $5.06 $5.36 $5.68 $5.94 $6.39 $6.71 $7.04
Payout Ratio 41.7% 44.1% 32.1% 32.8% 36.7% 32.2% 27.4% 25.3%
Diluted Share Outstanding 60.8 58.0 56.5 54.9 53.7 52.2 51.1 50.2

Source: Company Reports; Oppenheimer & Co. Estimates
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W.W. Grainger, Inc.

W.W. Grainger, Inc.

Consolidated Quarterly Income Statement, 2021-2022E Christopher Glynn
($ millions)
2021 2022
1Q21 2Q21 3Q21 4Q21 2021 1Q22E 2Q22E 3Q22E 4Q22E 2022E
Net Sales $3,084 $3,207 $3,372 $3,359 $13,022 $3,467 $3,563 $3,627 $3,604 $14,261
Revenue Growth 2.8% 13.0% 11.7% 14.2% 10.4% 12.4% 11.1% 7.6% 7.3% 9.5%
Cost of sales 1,991 2,083 2,122 2,106 8,302 2,152 2,238 2,298 2,289 8,977
Gross Income $1,093 $1,124 $1,250 $1,253 $4,720 $1,315 $1,325 $1,329 $1,315 $5,285
Gross Margin 35.4% 35.0% 37.1% 37.3% 36.2% 37.9% 37.2% 36.7% 36.5% 37.1%
Selling, General & Admin Expense 735 790 812 836 3,173 845 857 867 869 3,439
Operating Profit $358 $334 $438 $417 $1,547 $470 $467 $462 $446 $1,845
Y-O-Y Change 4.4% 6.0% 17.1% 41.4% 16.6% 31.4% 39.9% 5.5% 6.9% 19.3%
Operating Margin 11.6% 10.4% 13.0% 12.4% 11.9% 13.6% 13.1% 12.7% 12.4% 12.9%
Interest Expense (Income), net 21.0 22.0 22.0 22.0 87.0 22.0 22.0 22.0 22.0 88.0
Other costs (Income), net (6.0) (7.0) (6.0) (6.0) (25) (5.0) (5.0) (5.0) (5.0) (20)
Pretax Income $343 $319 $422 $401 $1,485 $453 $450 $445 $429 $1,777
Income taxes 88 76 107 100 371 111 110 109 105 435
Income Tax Rate 25.7% 23.8% 25.4% 24.9% 25.0% 24.5% 24.5% 24.5% 24.5% 24.5%
Net Income $255 $243 $315 $301 $1,114 $342 $340 $336 $324 $1,342
Net Margin 8.3% 7.6% 9.3% 9.0% 8.6% 9.9% 9.5% 9.3% 9.0% 9.4%
Minority Stake (17.0) (18.0) (18.0) (18.0) (71.0) (18.0) (20.0) (21.0) (23.0) (82.0)
Undistributed Earnings (2.0) (2.0) (2.0) (2.0) (8.0) (2.0) (2.0) (2.0) (2.0) (8.0)
Continuing Ops Net Income $236 $223 $295 $281 $1,035 $322 $318 $313 $299 $1,252
Non-recurring charges (after-tax)/ (Gain) - - - - - - - - - -
Net Income as Reported $236 $223 $295 $281 $1,035 $322 $318 $313 $299 $1,252
|Continuing Ops EPS $4.48 $4.27 $5.65 $5.44 $19.84 $6.27 $6.21 $6.14 $5.88 $24.50
EPS Growth 5.8% 13.7% 25.0% 48.6% 22.6% 39.9% 45.6% 8.6% 8.1% 23.5%
|Reported Diluted EPS $4.48 $4.27 $5.65 $5.44 $19.84 $6.27 $6.21 $6.14 $5.88 $24.50
Dividends per Share $1.53 $1.62 $1.62 $1.62 $6.39 $1.68 $1.68 $1.68 $1.68 $6.71
Payout Ratio 34.1% 38.0% 28.7% 29.8% 32.2% 26.8% 27.0% 27.3% 28.5% 27.4%
Shares Outstanding (Mil.) Diluted 52.6 52.5 52.1 51.7 52.2 51.4 51.2 51.0 50.8 51.1

Source: Company Reports; Oppenheimer & Co. Estimates
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W.W. Grainger, Inc.
Consolidated Balance Sheet, 2016-2023E Christopher Glynn

For the years ended December 31 ($ in millions)

2016 2017 2018 2019 2020 2021 2022E 2023E
Assets
Cash & Cash Equivalents $274 $327 $538 $360 $585 $241 $241 $241
Accounts Receivable 1,223 1,325 1,385 1,425 1,474 1,754 1,927 1,977
Inventories 1,406 1,429 1,541 1,655 1,733 1,870 2,040 2,126
Deferred Income Taxes - -
Prepaid Expenses & Other Assets 117 125 93 115 127 146 156 166
Total Current Assets 3,020 3,206 3,557 3,555 3,919 4,011 4,364 4,510
Net Property, Plant & Equipment 1,421 1,392 1,352 1,400 1,395 1,424 1,539 1,604
Deferred Income Taxes 65 22 12 11 14 - -
Investments in unconsolidated entities
Goodwill, net 527 544 424 429 391 384 384 384
Sundry & Others 661 640 528 610 576 773 773 773
Total Assets $5,694 $5,804 $5,873 $6,005 $6,295 $6,592 $7,060 $7,271
Liabilities & Shareholders' Equity
Accounts Payable 650 732 678 719 779 816 839 935
Accrued Expenses & Other Curr. Liab. 558 661 664 631 612 675 675 705
ST Debt plus Current Mat. of LT Debt 406 94 130 301 8 - -
Income Taxes Payable 15 20 29 27 42 37 37 37
Total Current Liabilities 1,629 1,507 1,501 1,678 1,441 1,528 1,551 1,677
Long Term Debt 1,841 2,248 2,090 1,914 2,389 2,362 2,372 1,822
Deferred Income Taxes 126 112 103 106 110 121 121 121
Postretirement Benefits 193 110 86 247 262 421 421 421
Total Liabilities $3,789 $3,977 $3,780 $3,945 $4,202 $4,432 $4,465 $4,041
Stockholder's Equity 1,906 1,828 2,093 2,060 2,093 2,160 2,596 3,231
Total Liabilities Plus Equity $5,694 $5,804 $5,873 $6,005 $6,295 $6,592 $7,060 $7,271
Balance Sheet Key Statistics 2016 2017 2018 2019 2020 2021 2022E 2023E
Debt Ratios:
Total Debt $2,247 $2,342 $2,220 $2,215 $2,397 $2,362 $2,372 $1,822
Total Cash 274 327 538 360 585 241 241 241
Net Debt $1,973 $2,015 $1,682 $1,855 $1,812 $2,121 $2,131 $1,581
Debt/Equity 117.9% 128.2% 106.1% 107.5% 114.5% 109.4% 91.4% 56.4%
LT Debt/ Equity 96.6% 123.0% 99.9% 92.9% 114.1% 109.4% 91.4% 56.4%
Net Debt/ Equity 103.5% 110.3% 80.4% 90.0% 86.6% 98.2% 82.1% 48.9%
Net Debt/ Capital 50.9% 52.4% 44.6% 47.4% 46.4% 49.5% 451% 32.9%
Working Capital Ratios:
Inventory Turnover (COGS/End Inv.) 4.3X 44X 4.5X 4.3X 44X 4.4X 44X 4.6X
Avg. Days Inventory Days on Hand 85 83 82 85 84 82 83 80
Receivables Turnover (Sales/End Rec.) 8.3X 7.9X 8.1X 8.1X 8.0X 7.4X 7.4X 7.8X
Avg. Days Receivables Outstanding 44 46 45 45 46 49 49 47
Payables Turnover (sales/ AP) 15.6X 14.2X 16.6X 16.0X 15.1X 16.0X 17.0X 16.5X
Avg. Days Payables Outstanding 23 26 22 23 24 23 21 22
Cash Conversion Cycle 106 103 105 108 105 109 111 105
Trade Working Captal $1,979 $2,023 $2,248 $2,361 $2,428 $2,808 $3,128 $3,168
Trade WC/Sales 20.4% 20.1% 20.2% 21.3% 22.0% 22.6% 23.1% 22.0%
Current Assets / Current Liability 1.9X 21X 24X 2.1X 2.7X 2.6X 2.8X 2.7X

Source: Company Reports; Oppenheimer & Co. Estimates
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W.W. Grainger, Inc.
Consolidated Statement of Cash Flows 2016-2023E Christopher Glynn

For the years ended December 31 ($ in millions)

2016 2017 2018 2019 2020 2021 2022E 2023E
Cash Flows From Operations
Net Income $633 $622 $823 $895 $755 $1,114 $1,342 $1,501
Provision for Losses on Acct Rec. 16 16 7 12 22 18
Depreciation of PP&E 249 264 257 229 182 185 185 185
Amortization of Capitalized Software
Total D&A 249 264 257 229 182 185 185 185
Other 101 90 197 157 339 36 80 80
Subtotal 999 993 1,284 1,293 1,298 1,353 1,607 1,766
Working Capital Adjustments:
Receivables (46) (103) (79) (42) (121) (324) (173) (50)
Inventories 4) (5) (129) (106) (158) (152) (170) (86)
Prepaid Expenses 19 (5) (2) (33) (23) (15) (10) (10)
Accounts Payable 73 72 (51) 32 80 54 23 96
Deferred Income Taxes (6) (5) 7 4 (5) 27 - -
Current Income Taxes Payable (4) 4 36 3) 24 (26) - -
Accrued Expenses/Other Curr. Liab (28) 106 (9) (103) 28 20 - 30
Net Change in Working Capital 4 64 (227) (251) (175) (416) (330) (20)
Cash Flows From Operations $1,003 $1,057 $1,057 $1,042 $1,123 $937 $1,277 $1,746
Cash Flows From Investing
Capital Expenditures (PP&E), net (284) (237) (239) (221) (197) (255) (300) (250)
Proceeds from Sales of PP&E 55 120 86 17 20 29
Expenditures for Software
Acquisitions 1
Divestitures & Other (34) (29) (13) 2 (2) - -
Cash Flows From Investing ($262) ($146) ($166) ($202) ($179) ($226) ($300) ($250)
Cash Flows From Financing Activities
Net Additions to Short Term Debt 38 (339) (5) 5 (53)
Net Additions to Long Term Debt 254 362 (96) (42) 214 (8) 10 (550)
Share Repurchases (790) (605) (425) (700) (601) (695) (700) (650)
Cash Dividends (303) (304) (316) (328) (338) (357) (336) (347)
Other 46 20 172 42 52 21 50 50
Cash Flows From Financing Activities ($755) ($867) ($670) ($1,023) ($726) ($1,039) ($977) ($1,496)
Exchange Rate Effect (2) 9 (10) 5 7 (16)
Increase (Dec) in Cash & ST Investments ($16) $52 $211 ($178) $225 ($344) - -
Cash and Equivalents -B.O.Y. 290 274 327 538 360 585 241 241
Cash and Equivalents -E.O.Y. 274 327 538 360 585 241 241 241
Cash Flow Key Statistics
FCF (CFO less CapEx) 719 819 904 821 926 682 977 1,496
FCF/ Net Income 114% 132% 110% 92% 123% 61% 73% 100%
CAPEX/ Depreciation 114% 90% 93% 97% 108% 138% 162% 135%
CAPEX/ Sales 2.8% 2.3% 2.1% 1.9% 1.7% 2.0% 2.1% 1.6%

Source: Company Reports; Oppenheimer & Co. Estimates
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Disclosure Appendix

Oppenheimer & Co. Inc. does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

Analyst Certification - The author certifies that this research report accurately states his/her personal views about the
subject securities, which are reflected in the ratings as well as in the substance of this report. The author certifies that no part
of his/her compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained
in this research report.

Potential Conflicts of Interest:

Equity research analysts employed by Oppenheimer & Co. Inc. are compensated from revenues generated by the firm
including the Oppenheimer & Co. Inc. Investment Banking Department. Research analysts do not receive compensation
based upon revenues from specific investment banking transactions. Oppenheimer & Co. Inc. generally prohibits any research
analyst and any member of his or her household from executing trades in the securities of a company that such research
analyst covers. Additionally, Oppenheimer & Co. Inc. generally prohibits any research analyst from serving as an officer,
director or advisory board member of a company that such analyst covers. In addition to 1% ownership positions in covered
companies that are required to be specifically disclosed in this report, Oppenheimer & Co. Inc. may have a long position
of less than 1% or a short position or deal as principal in the securities discussed herein, related securities or in options,
futures or other derivative instruments based thereon. Recipients of this report are advised that any or all of the foregoing
arrangements, as well as more specific disclosures set forth below, may at times give rise to potential conflicts of interest.

Rating and Price Target History for: W.W. Grainger, Inc. (GWW) as of 03-11-2022
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All price targets displayed in the chart above are for a 12- to- 18-month period. Prior to March 30, 2004, Oppenheimer & Co.
Inc. used 6-, 12-, 12- to 18-, and 12- to 24-month price targets and ranges. For more information about target price histories,
please write to Oppenheimer & Co. Inc., 85 Broad Street, New York, NY 10004, Attention: Equity Research Department,
Business Manager.

Oppenheimer & Co. Inc. Rating System as of January 14th, 2008:

Outperform(O) - Stock expected to outperform the S&P 500 within the next 12-18 months.
Perform (P) - Stock expected to perform in line with the S&P 500 within the next 12-18 months.
Underperform (U) - Stock expected to underperform the S&P 500 within the next 12-18 months.

Not Rated (NR) - Oppenheimer & Co. Inc. does not maintain coverage of the stock or is restricted from doing so due to a
potential conflict of interest.

Oppenheimer & Co. Inc. Rating System prior to January 14th, 2008:

Buy - anticipates appreciation of 10% or more within the next 12 months, and/or a total return of 10% including dividend
payments, and/or the ability of the shares to perform better than the leading stock market averages or stocks within its
particular industry sector.

10 (" JPPENHEIMER WESCO_UCC00003349



Case 23-03091 Document 1218-16 Filed in TXSB on 05/01/24 Page 11 of 12

GWW (OUTPERFORM) - $580.00 W.W. Grainger, Inc.

Neutral - anticipates that the shares will trade at or near their current price and generally in line with the leading market
averages due to a perceived absence of strong dynamics that would cause volatility either to the upside or downside, and/
or will perform less well than higher rated companies within its peer group. Our readers should be aware that when a rating
change occurs to Neutral from Buy, aggressive trading accounts might decide to liquidate their positions to employ the funds
elsewhere.

Sell - anticipates that the shares will depreciate 10% or more in price within the next 12 months, due to fundamental weakness
perceived in the company or for valuation reasons, or are expected to perform significantly worse than equities within the
peer group.

Distribution of Ratings/IB Services Firmwide

IB Serv/Past 12 Mos.

Rating Count Percent Count Percent
OUTPERFORM [O] 515 72.74 291 56.50
PERFORM [P] 193 27.26 75 38.86
UNDERPERFORM [U] 0 0.00 0 0.00

Although the investment recommendations within the three-tiered, relative stock rating system utilized by Oppenheimer & Co.
Inc. do not correlate to buy, hold and sell recommendations, for the purposes of complying with FINRA rules, Oppenheimer
& Co. Inc. has assigned buy ratings to securities rated Outperform, hold ratings to securities rated Perform, and sell ratings
to securities rated Underperform.

Note: Stocks trading under $5 can be considered speculative and appropriate for risk tolerant investors.

Additional Information Available

Company-Specific Disclosures: Important disclosures, including price charts, are available for compendium reports
and all Oppenheimer & Co. Inc.-covered companies by logging on to https://www.oppenheimer.com/client-login.aspx
or writing to Oppenheimer & Co. Inc., 85 Broad Street, New York, NY 10004, Attention: Equity Research Department,
Business Manager.

Other Disclosures

This report is issued and approved for distribution by Oppenheimer & Co. Inc. Oppenheimer & Co. Inc. transacts business on all principal
exchanges and is a member of SIPC. This report is provided, for informational purposes only, to institutional and retail investor clients of
Oppenheimer & Co. Inc. and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction
where such offer or solicitation would be prohibited. The securities mentioned in this report may not be suitable for all types of investors.
This report does not take into account the investment objectives, financial situation or specific needs of any particular client of Oppenheimer
& Co. Inc. Recipients should consider this report as only a single factor in making an investment decision and should not rely solely
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of the merits and
risks of investments. The analyst writing the report is not a person or company with actual, implied or apparent authority to act on behalf
of any issuer mentioned in the report. Before making an investment decision with respect to any security recommended in this report,
the recipient should consider whether such recommendation is appropriate given the recipient's particular investment needs, objectives
and financial circumstances. We recommend that investors independently evaluate particular investments and strategies, and encourage
investors to seek the advice of a financial advisor. Oppenheimer & Co. Inc. will not treat non-client recipients as its clients solely by virtue
of their receiving this report. Past performance is not a guarantee of future results, and no representation or warranty, express or implied,
is made regarding future performance of any security mentioned in this report. The price of the securities mentioned in this report and
the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors may realize losses on investments
in such securities, including the loss of investment principal. Oppenheimer & Co. Inc. accepts no liability for any loss arising from the
use of information contained in this report, except to the extent that liability may arise under specific statutes or regulations applicable to
Oppenheimer & Co. Inc. All information, opinions and statistical data contained in this report were obtained or derived from public sources
believed to be reliable, but Oppenheimer & Co. Inc. does not represent that any such information, opinion or statistical data is accurate or
complete (with the exception of information contained in the Important Disclosures section of this report provided by Oppenheimer & Co.
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Inc. or individual research analysts), and they should not be relied upon as such. All estimates, opinions and recommendations expressed
herein constitute judgments as of the date of this report and are subject to change without notice. Nothing in this report constitutes legal,
accounting or tax advice. Since the levels and bases of taxation can change, any reference in this report to the impact of taxation should
not be construed as offering tax advice on the tax consequences of investments. As with any investment having potential tax implications,
clients should consult with their own independent tax adviser. This report may provide addresses of, or contain hyperlinks to, Internet web
sites. Oppenheimer & Co. Inc. has not reviewed the linked Internet web site of any third party and takes no responsibility for the contents
thereof. Each such address or hyperlink is provided solely for the recipient's convenience and information, and the content of linked third
party web sites is not in any way incorporated into this document. Recipients who choose to access such third-party web sites or follow
such hyperlinks do so at their own risk.

This research is distributed in the UK and elsewhere throughout Europe, as third party research by Oppenheimer Europe Ltd, which is
authorized and regulated by the Financial Conduct Authority (FCA). This research is for information purposes only and is not to be construed
as a solicitation or an offer to purchase or sell investments or related financial instruments. This research is for distribution only to persons
who are eligible counterparties or professional clients. It is not intended to be distributed or passed on, directly or indirectly, to any other class
of persons. In particular, this material is not for distribution to, and should not be relied upon by, retail clients, as defined under the rules of
the FCA. Neither the FCA's protection rules nor compensation scheme may be applied. https://opco2.bluematrix.com/sellside/MAR.action

Distribution in Hong Kong: This report is prepared for professional investors and is being distributed in Hong Kong by Oppenheimer
Investments Asia Limited (OIAL) to persons whose business involves the acquisition, disposal or holding of securities, whether as principal
or agent. OIAL, an affiliate of Oppenheimer & Co. Inc., is regulated by the Securities and Futures Commission for the conduct of dealing
in securities and advising on securities. For professional investors in Hong Kong, please contact researchasia@opco.com for all matters
and queries relating to this report.

ESG Scores: ESG scores from Refinitiv are designed to transparently and objectively measure a company’s relative ESG performance,
commitment and effectiveness, based on company-reported data. This covers 10 main themes including emissions, environmental product
innovation, human rights, shareholders and so on. Ratings are available on close to 10,000 companies globally, with time-series data going
back to 2002. The percentile rank scores are simple to understand and transparent. They are benchmarked against The Refinitiv Business
Classifications (TRBC — Industry Group) for all environmental and social categories, as well as the controversies score. They are also
measured against the country of incorporation for all governance categories.

Please note that all ESG ratings are independent of Oppenheimer stock ratings. They are intended to provide supplemental information
regarding ESG for our covered companies. ESG ratings do not have any impact on the stock rating.

This report or any portion hereof may not be reprinted, sold, or redistributed without the written consent of Oppenheimer & Co. Inc. Copyright
© Oppenheimer & Co. Inc. 2022.
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Market Assuming Perpetual MSD Sales Growth After Solid 4Q Print

RECOMMENDATION

Summary: Wereiterate Market Perform. Our thesisis straightforward, in that we see the current
risk/reward profile as fairly balanced. Specifically, at current levels we peg the “market-assumed”
long term annual sales growth rate at about +5-6%, at least over the next decade. We view this as
areasonable “base case” for the business, as it basically assumes annual IP+PPI readings return
to the pre-COVID +2-3% annual rate and Grainger hits its annual outgrowth target of 300-400bp.
While upside may plausibly come from longer/higher inflation (ie PPI), we would argue that
downside risk is equally possible, since Grainger has posted~300bp of annual outgrowth post-
COVID - a period during which the company has been admittedly aided competitively by limited
inventory throughout the channel (relative to their own given its scale). As such, given the “lack
of asymmetry” in the setup, we remain on the sidelines for now.

(=/+) 4Q21 adjusted EPS of $5.44 beat RJ/Street $5.17/$5.24. Versus RJ, 4Q “above the line”
results were in-line, as a better than expected December sales result was offset by higher than
expected opex (EPS beat RJ due to tax and Other, net). Versus Street expectations, "above the
line” results beat views via opex leverage (Figure 1).

(+) 4Q total organic ADS were +17% y/y vs. RJ +14%, with High-Touch volumes and
pricing improving sequentially better than expected on a multi-year stack in both US and
Canadian markets (Fig. 3). December was particularly strong in the US at +20% y/y. December’s
momentum continued into January, as preliminary U.S. High-Touch sales were +16% y/y
(similar to December on a two-year stack). Note pandemic-related sales have returned to pre-
COVID levels (~21% of total mix), so the growth is entirely core product lines.

(+) Initial FY22 guidance beat views, via better than expected sales above the line and a
lower tax rate below it (~$0.30). FY22 guidance is as follows: daily sales +7.5% to +10.5% (RJ/Street
+7%), GM 36.8-37.3% (RJ/Street 37.0%), EBIT margin 12.5-13.1% (RJ/Street 13.0/12.9%), and EPS
$23.50-$25.50 (RJ $23.05, Street $23.63).

« By our math (and as shown in Figure 6), at current levels we estimate that the “market-
assumed” long term annual sales growth rate for Grainger is about +5-6% (at least over
the next decade), assuming ~20% incremental margins, normal/historical working capital
and capex percentages, and a 10% cost of equity. Constructively, Grainger’s FY22 guidance
implies a near term growth rate roughly 2x the long term market assumption, and Grainger’s
favorable price-cost in FY21 augurs well if inflation rates remain elevated for a period of time.
That said, Grainger’s sales CAGR in the 5 years prior to COVID was roughly half this assumed
forward rate, and Grainger also may be unable to sustain its current ~300bp annual outgrowth
pace during COVID once its relative inventory advantages vs the channel moderate.

. Estimates: Our new 2022 and 2023 adjusted EPS estimates are $23.75 from $23.05 prior and
$26.56 from $25.62 prior, respectively. Fig. 2 summarizes the changes to our model.

Valuation: GWW trades at 14x forward EBITDA and 1.8x forward price-sales (Fig. 4-5). Both of these
valuations are ~1.5 standard deviations above their respective five-year medians.
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Market Perform 3
Target Price NM

Suitability M/ACC

MARKET DATA

Current Price (Feb-3-22) $507.58
Market Cap (mln) $26,242
Current Net Debt (mln) $2,044
Enterprise Value (mln) $28,286
Shares Outstanding (mln) 51.7
30-Day Avg. Daily Value (mln) $133.5
Dividend $6.48
Dividend Yield 1.3%
52-Week Range $364.72 - $527.06
BVPS $42.02
ROE 47.9%
Long-Term Debt (mln) $2,362
Long-Term Debt as % of Cap 52%

KEY FINANCIAL METRICS

1Q 2Q 3Q 4Q
Non-GAAP EPS (S, Dec FY)

2020A 4.24 3.75 4.52 3.66
2021A 4.48 4.27 5.65 5.17
new 448 4.27 5.65 5.44
2022E 5.99 5.62 5.75 5.68
new 6.09 5.54 6.24 5.89
2023E 6.64 6.26 6.39 6.33
new 6.77 6.23 6.95 6.61

2020A 2021A 2022E 2023E
Non-GAAP EPS ($, Dec FY)

old 16.18 19.55 23.05 25.62
new 16.18 19.84 23.75 26.56
P/E (Non-GAAP)

31.4x 25.6x 21.4x 19.1x
GAAP EPS (S, Dec FY)

old 12.82 19.55 23.05 25.62
new 12.82 19.84 24.27 27.09
Revenue (mln) ($, Dec FY)

old 11,797 12,948 13,899 14,929
new 11,797 13,022 14,298 15,297
Adj. EBITDA (mln) ($, Dec FY)

old 1,509 1,732 1,986 2,177
new 1,509 1,732 2,029 2,219

EV/EBITDA (Adj.)

18.7x 16.3x 13.9x 12.7x
Source: Thomson One, Raymond James &
Associates. Quarterly figures may not add to full
year due to rounding.
Non-GAAP EPS excludes one-time items.

Please read domestic and foreign disclosure/risk information beginning on page 9 and Analyst Certification on page 10.
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Figure 1:

W.W. Grainger Inc Q4 2021 Results
Data Item Last Year  This Year RJ Est Y/Y chg Variance vs. RJ EPS Delta Comments
Organic Sales Growth (ex FX, acq's) 5% 17% 14% US +17%, Canada +7% , ADS guidance implied +11.5% to 12.5% (BEAT)
High Touch (NA) $2,292 $2,628 $2,573 15% $55 Street $2.54b (BEAT); large cust's +16%, mid sized +25%, volume +11%, price +5%, "+650bps market outgrowth" (+475bp last qtr), Jan +16%
Endless Assortment $585 $663 $649 13% $14 Street $664m (IN-LINE); Monotaro +20% organic, Zoro +20%
Other/Cromwell $64 $68 $63 6% $5 Street $66m (MILD BEAT)
Net Sales $2,941 $3,359 $3,285 14.2% $74 $0.13 Street $3,368 mil (MILD MISS); pandemic -11%, non-pandemic +28%
Cost of Sales $1,914 $2,106 $2,057 10.0% $49
Adjusted Gross Profit $1,027 $1,253 $1,229 22.0% $24
Adjusted Gross Margin 34.9% 37.3% 37.4% | 238  bps .10 bps ($0.05) [Street 37.3% (IN-LINE); guidance implied 37.2% to 37.4%, High Touch 39.6% (+250 bp yly), Endless Assort 28.5% (+60 bp yfy)
SG&A $732 $836 $813 14.2% $23.5 guidance was $810-815M
WM&A % of Sales 24.9% 24.9% 24.7% 0 bps 16 bps $0.07; Street 25.2% (BEAT)
Income from Operations, ex items $295 $417 $416 41.4% $1 $0.01 __[Street $406 mil (BEAT)
Operating Margin, ex items 10.0% 12.4% 12.7%| 238 bps -26  bps Street 12.1% (BEAT); High Touch 13.7% (+230bp yly), Endless Assort 9.1% (+45 bp yly)
YOY Op Profit Pull-Thru 54% 60%
'YOY Contribution Margin 29% 35% 2919 bps -602  bps
Interest Income $0 $0 $0 $0 $0.00
Interest Expense ($21) ($22) ($22) 5% $0 ($0.00)
Other Inc (Exp), incl restriitems ($15) $6 $0 -140% $6 $0.09
Income before taxes (GAAP) $259 $401 $394 55% $7 $0.10
Income Tax Provision 28.6% 24.9% 26.8%| -363 bps -181 bps $0.14 adjusted tax rate 24.8% (RJ 26.8%), benefit of $0.15 EPS
Net Income (Loss) Before Min. Int $185 $301 $289 63% $12 $0.24
Minority Interest ($17) ($18) ($20)
Reported Net Income (Loss) $168 $283 $268
Earnings Allocated to Part. Sec. (31) ($2) ($2)
Earnings Avail to Cmn Shrhidrs $167 $281 $266
Non-Recurring Items ($30) $0 $0 $0.0 $0.00
Adjusted Net Income (Loss) $197 $281 $266 43% $14.6 $0.28
Reptd EPS $3.12 $ 5.44 $5.17 74%
E.P.S. effect, non-recur. items $ (0.56) $ - $ -
Diluted "Operating" EPS $ 368 $ 544 $ 517 48% $0.27 Street $5.24 (BEAT), guidance implied $4.60 - $5.35 (BEAT)
Avg Diluted Shares O/S 53.6 51.7 515 -4% ($0.02) repurchased $170M worth of stock in 4Q (RJ $163M)
g: 120:52‘;"5“:5 46 48 46| 19 days 1.9 days
Inventory Days COGS 83 81 79| -16 days 2.4 days
A/P Days COGS 37 35 38| -1.8 days (2.8) days
Cash Conversion Cycle 91 93 86 1 days 7.1 days
Cash Flow Impact of Variances
Net A/IR DSOs ($71) ($71)
Inventory Day COGS $37 ($55)
AP Day COGS (841) (864)
Cash Conversion Cycle ($75) ($190)
Quarterly Cash from Ops $336 $213 $465 -37% ($252) Street $417M (MISS)
Cash from Ops as % of Sales 11% 6% 14%| -508 lyé -781 g)_s |S_|veel 12.4% (MISS)
Source: Company Reports, RJ
Figure 2:
Grainger Estimate Changes
1Q22 FY22 FY23 |
Prior Current Change EPS Effect Prior Current Change EPS Effect Prior Current Change EPS Effect
Net Sales $3,409 $3,528  $119 $0.24 $13,899 $14,298 $399 $0.76 $14,929 $15,297 $369 $0.73
Prior Consensus $3,370 $13,946 $14,998
yly Growth (RJ) 10.6% 14.4% 7.3% 9.8% 7.4% 7.0%
yly Growth (organic, ex FX) 9.7% 14.1% 7.3% 10.3% 7.8% 7.4%
Gross Margin, ex items 37.2% 38.2% 0.9% $0.47 37.0% 37.2% 0.2% $0.40 36.7%  36.9% 0.2% $0.44
yly bps 180 275 72 94 -30 -30
Prior Consensus 37.1% 37.0% 36.6%
EBIT Margin, ex items 13.7% 13.2% -0.5% -$0.23 13.0% 12.8% -0.2% -$0.42 13.3%  13.2% -0.1% -$0.23
yly bps 208 162 105 90 28 38
Prior Consensus 12.8% 12.9% 13.2%
EBITDA $511  $516 $5 $0.08 $1,986 $2,029 $43 $0.64 $2,177  $2,219 $42 $0.63
Prior Consensus $495 $1,982 $2,152
Net Interest Expense ($23) (%22) $1 $0.02 ($95) ($93) $2 $0.04 ($98) ($94) $4 $0.05
Tax Rate 25.5% 24.5% -1.0% $0.08 25.5%  24.5% -1.0% $0.31 255%  24.5% -1.0% $0.34
yly bps -16 -116 3 -48 0 0
Net Income, ex-items $308  $314 $6 $0.11 $1,177  $1,217 $41 $0.80 $1,288 $1,342 $54 $1.08
yly Growth 30% 33% 15% 18% 9% 10%
EPS $5.99 $6.09 $0.09 $0.09 $23.05 $23.75 $0.70 $0.70 $25.62 $26.56 $0.94 $0.94
Prior Consensus $5.59 $23.63 $26.33
yly Growth 34% 36% 18% 20% 11% 12%
Shares 51.3 51.5 0 -$0.02 51.0 51.3 0 -$0.10 50.3 50.5 0 -$0.14
Seagments
High Touch / NA Sales $2,626 $2,750 $11,106 $11,475 $11,617 $11,951
yly growth 9.6% 14.7% 4.5% 4.1% 4.6% 4.2%
Prior Consensus $2,612 $10,764 $11,344
Endless Assortment $718  $713 $3,559  $3,555 $4,093  $4,089
yly growth 15.4% 14.6% 18.0%  18.0% 15.0%  15.0%
Prior Consensus $716 $3,077 $3,611
Other Businesses (Cromwell) $66 $65 $263 $267 $268 $273
yly growth 1.3% 0.5% 2.0% 2.0% 2.0% 2.0%
Prior Consensus $69 $270 $284
WESCO_UCC00003353
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Figure 3:

U.S. High Touch Pricing

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Q1 +2% +3% +3% +1% +0% (3)% (4)% (2)% +2% (2)% +2%
Q2 +3% +3% +2% +0% (1)% (2)% (4)% (1)% +1% (0)% +2%
Q3 +3% +4% +0% +0% (1)% (1)% (5)% +1% +0% +0% +3%
Q4 +3% +3% (1)% +1% (1)% (1)% (5)% +1% (1)% +1% +5%

U.S. High Touch Volumes

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Q1 +5% +8% +2% +4% +4% +1% +3% +9% +3% +8% +2%
Q2 +6% +4% +4% +5% +3% (1)% +5% +11% +2% (2)% +10%
Q3 +4% +1% +5% +5% +1% +0% +6% +8% +3% +3% +9%
Q4 +5% +1% +5% +5% (2)% +1% +11% +5% +3% +3% +12%

U.S. High Touch Organic ADS

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Q1 +7% +11% +5% +5% +4% (2)% (1)% +7% +4% +6% +4%
Q2 +9% +7% +6% +5% +2% (3)% +1% +10% +2% (2)% +12%
Q3 +7% +5% +5% +5% +0% (1)% +1% +9% +3% +3% +12%
Q4 +8% +4% +4% +6% (3)% +0% +6% +6% +2% +4% +17%

Canada High Touch Pricing

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Q1 +2% +1% +0% +0% +2% +3% (2)% +7% +4% (1)% +0%
Q2 +1% +2% +0% +0% +4% +0% (1)% +10% +3% (2)% +3%
Q3 +0% +2% +0% +1% +4% (1)% +0% +10% +1% (1)% +4%
Q4 +0% +1% +0% +0% +4% (4)% +4% +8% (2)% (1)% +5%

Canada High Touch Volumes

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Q1 +11% +13% +6% (2)% (6)% (20)% +3% (13)% (24)% (4)% (3)%
Q2 +12% +12% +5% (3)% (10)% (16)% +3% (20)% (23)%  (18)% +12%
Q3 +14% +11% +2% +5% (17)% (15)% +2% (27)% (16)% (8)% +2%
Q4 +13% +8% +3% +4% (18)% (5)% (4)% (30)% (10)% (3)% +3%

Canada High Touch Organic ADS

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Q1 +13% +14% +6% (2)% (4)% (17)% +1% (6)% (20)% (5)% (3)%
Q2 +13% +14% +5% (3)% (6)% (16)% +2% (10)% 200%  (19)% +30%
Q3 +14% +13% +2% +6% (13)% (16)% +2% (17)% (15)% (9)% +6%
Q4 +13% +9% +3% +4% (14)% (9)% +0% (22)% (12)% (4)% +9%

WESCO_UCC00003354
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Figure 4:
EV / NTM EBITDA - GWW
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Source: FactSet, Raymond James research.
Figure 5:
Price / NTM Sales per Share - GWW
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Source: FactSet, Raymond James research.
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US RESEARCH W.W. GRAINGER, INC.
Figure 6:
ESTIMATING MARKET-ASSUMED LT SALES GROWTH RATE
OUTPUT Sales Growth 5.4%|
Inputs
Stock Price 508
Shro/s 52
Mkt Cap 26,264
Current trailing FCF yield 2.6%|
Assumed Cost of Equity 10%
Assumed LT FCF Gr 7.4%
LT w/cap Sales % 22%
LT Capex Sales % 2.15%
Variable Margin 20%
Int Rate on Incremental Cash 1.0%|
GWW T™ Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11  Year12  Year13 VYear14 Year1l5 Year1l6 Year1l7 Year18 Year19 Year20
Sales $13,022 13,725 14,466 15,248 16,071 16,939 17,853 18,818 19,834 20,905 22,034 22,695 23,375 24,077 24,799 25,543 26,309 27,098 27,911 28,749 29,611
sales growth 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
EBIT $1,547 1,688 1,836 1,992 2,157 2,330 2,513 2,706 2,909 3,124 3,349 3,482 3,618 3,758 3,902 4,051 4,204 4,362 4,525 4,692 4,865
margin 11.9% 12.3% 12.7% 13.1% 13.4% 13.8% 14.1% 14.4% 14.7% 14.9% 15.2% 15.3% 15.5% 15.6% 15.7% 15.9% 16.0% 16.1% 16.2% 16.3% 16.4%
Net Int Exp $87 80 71 62 51 40 27 14 -1 -17 -34 -52 -72 -93 -115 -139 -163 -189 -216 -244 -273
Pre-Tax Inc $1,355 1607 1764 1930 2105 2291 2486 2693 2910 3140 3383 3533 3690 3851 4018 4190 4368 4551 4740 4936 5138
Tax Rate 25.0% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5% 24.5%
Min Int ($79) (92) (107) (124) (144) (167) (194) (226) (263) (305) (355) (365) (376) (387) (399) (411) (423) (436) (449) (463) (476)
AT $1,