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Changing The Definition of Global Security

2

NOC is an aerospace and defense company with capable leadership, stable revenue streams, and a wide range of applications  

Business Overview Established Leadership

Key Trends and Acquisitions

• Serves as CEO & President of NOC

• Responsible for the operational management of 

company’s four sectors

• Extensive experience in business development 

government and commercial markets

Kathy Warden - CEO & President

• Currently Vice President for global operations

• Served as the president of Military Engines at 

Pratt & Whitney

• Prior broad experience in leading global teams at 

Raytheon 

Matt Bromberg – VP of Global Operations

• Northrup Grumman (NYSE: NOC) is a technology 

company that develops applications in the aerospace, 

defense, electronics, and information systems sectors 

• Serves foreign, state, and local governments and 

commercial customers across North America, Europe, and 

Asia-Pacific

• Maintains government contracts that span internet-in-

space constellation to long-range strike bombers.

Strong Order Backlog

Includes funded backlog 

that represents authorized 

firm orders 

Space Exploration

Highly reliant on military 

spending and budgets of 

defense departments 

Among the A&D industry’s catalysts, Northrup Grumman’s 

order backlog and continued R&D in space exploration has 

primed the firm for projected growth

Acquisition of Orbital ATK 

Transaction Value

$9.2B 

[$7.8B in cash, $1.4B net debt]

Savings

Estimated annual pre-tax cost savings 

of $150 million by 2020.

Absorbed into Northrup 

Grumman Innovation Systems

Enabled the construction and 

launch of the Cygnus spacecraft

Enhanced space exploration 

capabilities and innovation

Northrop Grumman



Segment Analysis
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Northrup Grumman has four primary operating sectors that span five geographical landscapes.

Aeronautics (26%)

Defense (14.2%)

Premier provider of aeronautics systems, 

like autonomous systems and aerospace 

structures 

Provider of critical solutions, ranging 

from advanced weapons to battle 

command systems.

Mission (26.3%)

Space (33.5%)

Offers battle management and cyber 

solutions that provide situational 

awareness 

Designs, builds, and delivers space, 

defense and aviation-related systems to 

global consumers

B-2 Bomber

• Backbone of stealth technology for 

the United States Air Force 

• Key component of the nation’s 

long-range strike arsenal

CPU: $1.16BN based 

on non-sticky contracts

Battle Systems

• Senses, identifies, and defeats 

evolving air and missile threats

• Integrates strategy between USMC, 

USAF, and USN

Contracts valued 

between $1.2-4BN

Precision Guidance

• Transforms traditional munitions 

into GPS-guided weapons

• Deployed from air, land, and sea 

based platforms

Over 100k produced 

units at ~$13k/unit

J.W. Space Telescope

• Currently NASA’s complex and 

powerful space telescope 

• Leading deep space exploration 

and central for NRC R&D

Project total of $10BN 

in 2016

Contract Type

47%53%

Cost Type

Reimbursement for all 

allowable costs incurred 

during the performance 

of the contract

Fixed Price

Contract set at a 

redetermined price, 

regardless of the actual 

costs incurred

Sales Distribution

88% 12%

Of Northrup Grumman’s consumer base, 88% are domestic, 

principally the DoD and intelligence community, while 12% are 

other global/commercial consumers.

November 2010
NASA selects Northrop Grumman for consideration of potential contract 

awards for heavy lift launch vehicle system concepts, and propulsion 

technologies

July 2013

Northrop Grumman won a training-simulation contract potentially worth 

$490 million to support the U.S. Air Force's next-generation aerial warfare 

virtual-training network

December 2018
Northrop Grumman became the primary contractor for the James Webb 

Space Telescope

October 2023
Taxi tests for the B-21 Raider were underway for the US Air Force 

Northrop Grumman 2023 Annual Report



Investment Thesis
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Northrop Grumman is currently undervalued in the market and its potential 

for growth over the next few years has not been recognized

Geopolitical tensions and the resulting need for security and defense 

offer Northrop Grumman prime opportunities for increased revenue 

Northrop Grumman’s advanced space program has them uniquely 

positioned to lead the growing space industry

Blended Share Price: $619.16

Upside/Downside: 41.4%



Part 1: Market Undervaluation
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Inconsistent Market
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NOC’s movement over the past year shows a skittish market that fails to appreciate the potential for long-term demand.

CapIQ, Northrop Grumman, CNBC
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Top Ukrainian 

military leader 

announces 

pessimistic stalemate 

outlook

Less than stellar 

earnings due to 

backlogs and fixed 

contracts from the 

Pentagon

Defense 

Department 

approves full rate 

production of 

ICBS for Army

Successful 

manufacture of 

NGI Solid 

Rocket Motor 

Booster Cases



Discounted EV/EBIDTA History
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NDIC can capitalize on a historically tentative market’s discount due to potential for heightened demand. 

Reasons for Historical Discount Capitalizing on Historic Concerns

• Average Altman Z Score of 2.81 over 

the past six years, which is far below 

the average “green zone” scores of 

Lockheed and General Dynamics

• Smaller EV than many competitors 

creates perceived risk

• Length of project completion creates 

investor sentiment of slow growth

NOC Gross

16.7%

Vs.
Industry Gross

21.3%

CapIQ, Northrop Grumman
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Leveraging a Loss
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”The B-21 will eventually make money.” – Kathy Warden

Northrup Grumman’s B-21 Bomber

2023 Earnings

The B-21 Raider, replacing the aging 

B-2, is a key weapon in the 

Pentagon's strategy to counter China 

and Russia

Northrup Grumman swung a post-tax $1.17B loss in Q4

1

2

3

For multiple quarters, NOC has reported potential losses of up to $1.2 

billion due to a fixed-price contract for the B-21 Raider's low-rate 

initial production phase signed in 2015.

The B-21 program (will  yield 100+ bombers), has most of its 

production covered under a cost-plus contract for the EMD phase of 

the program.  

Northrop warned it is likely to lose money on the first five batches of 

aircraft delivered under the fixed-price deal, capping the price/plane at 

~ $700 million

Geopolitical Competition

Tupolev Tu-160 White Swan (Blackjack)

Russia's fleet is aging and has struggled to produce even its older 

designs. Maintains a significant number of those older bombers 

and shows no signs of retiring the aircraft anytime soon.

People's Liberation Army Air Force (PLAAF)

China has ambitious plans to become a major bomber power, 

developing at least two strategic bombers that could reach Guam 

from mainland China. 

Loss Now, Profit Later

Probable that first 5 batches 

of LRIP will bring losses 

Since the B-21 production will 

be at least 145, the company 

will ultimately bring profits that 

far exceed the losses.

Northrop Grumman, NYT, WSJ

Conventional and 

Nuclear Loads
Agile Digital 

Engineering



Part 2: Geopolitical Tensions
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US Political Landscape
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Despite potential political changes in the legislative and executive branches, defense spending will likely continue to increase.
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House Majority vs. Defense Spending ($bn) 

Democrat MajorityRepublican Majority

With an election year upcoming, the possibility of the House flipping blue will not be detrimental to defense spending and thus, NOC’s ability to earn. 

Council on Foreign Relations, Statista, CNBC

Joe Biden, Democratic President

Recent authorization of attacks on 

Houthi rebels that used NOC naval 

systems for US Navy Arleigh-Burke 

Destroyers

Donald Trump, Republican Candidate

Granted Congress more defense 

spending that was partially used to 

purchase NOC B-21 long-range 

stealth bombers



Helped deliver a new F-35 fuselage 

Integrated Assembly Line to Germany, who 

is preparing to increase F-35 jet production 

Ukraine-Russia Conflict
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NOC’s advanced defense systems have seen an increase in demand due to the Ukraine-Russia conflict. 

Breakdown of US Aid to Ukraine

Inside Defense, Defense One, NATO, Northrop Grumman

$46.3B (Military)

$26.4B (Financial)

$2.7B (Humanitarian)

$522mm joint ammunition contract with Global Military Products

Sole provider of counter-drone trucks to Ukrainian military

Northrup Grumman and NATO

Primary provider of NATO’S aerial 

surveillance system, which has been used to 

continuously monitor the Eastern Front

Provides NATO with their Cyber Incident 

Response Capability system that protects 

over 28 countries from cyberattacks 

Rising Demand in Ukraine

Patriots and Rocket Motor Significance

Northrup Grumman Futures 

$500mm
in new backlog orders for GLMRS (NOC 3Q 2023) 

GMLRS are GPS-guided rockets 

with 200-pound warheads

Rockets motors are used in 

guided multiple-launch rocket 

systems (GMLRS)

Enables distance strikes against 

Russian forces

Northrup Grumman has a strong outlook with Ukraine’s continued demand 

for rocket motors, coupled with Biden’s approved request of $106B in new 

funds for backfill production of US weapons. The firm is also 1 of 2 

manufacturers of rocket motors.  



History of Success and Signs of a Bright Future 

NOC’s Strong Partnership with South Korea
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A strong history of partnership in KOR, growing tensions in the region, and constant contract activity keeps KOR a stable revenue source

2024 DPRK Relations at a Breaking Point

Northrop Grumman, AP

Capable Regional Leadership

Chief Executive: Dong Ha

• Responsible for NOC/KOR 

relationship

• Spearheading company growth in 

KOR

• Prior director of business 

development for NOC in KOR

• 27-year career with the U.S. Army, 

retiring at the grade of colonel

DPRK Preparing for Conflict:

• Testing of new “super large” warheads

• Designed to overwhelm regional missile 

defense

• Deepening miliary cooperation with Russia

DPRK No Longer Seeking Reunification:

• Kim Jong Un called for KOR to be labeled 

as “primary foe and invariable principal 

enemy” in new constitution 

• Threatened to “annihilate” KOR if 

provoked

• Office in Seoul since 1991

• APG-68 Fire Control Radar (FCR) on KF-16

• MESA radar on Peace Eye

• Internal Countermeasures System (ICS) on the F-15K

• APN-241 all-weather radars on the upgraded C-130 platform

• Legacy F-5 fighter jets

• Support to the Korean Air and Missile Defense program

Past Future

1

2

3

NOC and LIG Nex1 to collaborate on Electronic Warfare 

Systems for KOR

NOC to Enhance UH-60V Aircraft Capabilities

NOC to supply Airborne Laser Mine Detection System 

to KOR



Issues in the South China Sea 

13

NOC’s presence in the South China Sea grows in support of Taiwan as tensions increase between China and Taiwan. 

American-Chinese Hostilities

• In September, China placed sanctions on NOC products 

because NOC was supplying weapons to Taiwan

• US-Taiwan relations have grown more material due to 

increased Chinese incursions

• US Naval exercises east of Taiwan as demonstration of 

force against China

NOC in Taipei

NOC’s office in Taipei 

”underscores [their] long-term 

strategic commitment to Taiwan 

and its security”

Taiwan Relations Act

Congress, Northrop Grumman, CNN, Reuters, Focus Taiwan

China’s continuous crossing of the Taiwan 

Strait has prompted more American 

involvement in the area KI-81 Space Mesh 
Unit to protect 

satellites

Differentiated 
Cyber 

Survivability 
Portfolio

C4ISR for 
constant 

awareness of 
pressing 

situations

China’s large offensive cyberattack

capabilities present a pressing need 

for Taiwan to defend

United States’ firm commitment to provide defensive capabilities to Taiwan and to resist forces aimed at toppling Taiwan’s sovereignty 



Part 3: Best-in-Class Space Segment
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Sky’s The Limit
NOC is capitalizing on modernized space exploration and militarization

Northrup Crushed in 2023
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Space Segment Growth (in mm) 

Double Digit Growth

Space has expanded sales at a greater than 17% CAGR since 2019

For both Lockheed Martin and Northrup Grumman, space was the 

top segment for sales growth in 2023 — by a wide margin. 

Lockheed’s space unit saw sales grow 9% YoY, while Northrop’s space 

unit grew sales by 14% YoY

Largest and fastest-growing segment 

in the company, with $13.9 billion in 

revenue, posting 14% in YoY growth 

(2023)

Fastest Growing Segment

Contract Type Sales Distribution

73% were cost-type, 

while 27% were fixed 

price

98% of sales is 

domestic 

consumption

Increased Sales In..

GBSD Program NGI Program SLS Program

Northrup Grumman has recently been outperforming Lockheed Martin 

Northrop Grumman, Lockheed Martin

Northrup Grumman Lockheed Martin

15



Space Militarization Outlook
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NOC is positioning itself well to take a large portion of the Space Force’s budget

Eyes in the Sky

Northrop Grumman, Space News, 10k, The Guardian, Payload, WS, Statista

Northrup Grumman provides a variety of satellite services used to track ballistics 

and provide communication with ground forces

>3,400 Satellites
US-based in orbit

+$1221
NOC space revenue

Relationship with the United States

US Military Stance & Space Force Budget ($bn)
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Space Force Relationship

Selected as first company to 

provide Space Force with orbital 

refueling port

Tests and mockups of their Passive 

Refueling Module (PRM)



Tranche I

Lunar 

Module

Leader in Advanced Space Systems 
NOC has a history of being a leader in space technology and continues to lead the industry in advancing the journey into space.OC

Global Security 
Space

Launch Vehicles 
& Propulsion 

Systems

Human 
Spaceflight & 

Logistics

Commercial 
Communications 

Satellites

Civil & 
Commercial 

Space

Space 
Components and 

Payloads

Constant Innovation Leading to Lucrative Contracts

Northrop Grumman, Space News

6 Segments of Space Division Legacy of Excellence

James 

Webb
Pioneer

10

Tranche I Tranche II

Tranche I

$692M contract 

Detects, identifies and 

tracks hypersonic 

weapons and other 

advanced missiles

$732M contract

Delivers accessible, 

near-real time 

communications to 

U.S. warfighters

Both have 42 satellites

17



Artemis Program
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NASA’s next big project is the Artemis Mission, which NOC is helping to drive at a time when the space market is rebounding.

What is Artemis?

Northrop Grumman, NASA, Reuters

Potential Partners with Blue Origin

Venture Capital Optimism

$298bn invested since 2014 across 1,832 space firms

31%
Q4 Growth in 

Investment

$17.9bn
Total 2023 VC 

Funding

Artemis is NASA’s next mission to the moon

Planned 

landings in 2024

Exploratory 

missions over 

the decade

Multiple 

missions with 

on-moon stays

Late 2024 2030s

Lucrative Partnership

Blue Origin is developing the moon 

lander that will interact with many 

of NOC’s products

Northrup Grumman’s Involvement

Primary Provider of Key Instruments for Artemis Missions 

Habitat and Logistics Outpost

Sole contractor of the orbital support system, 

which allows for prolonged exploratory 

missions, needed for potential Mars

Orion Spacecraft Control Motor

Eight valves to steer the craft in any direction 

while in space (steering force of 7,000 total lbs), 

being useful for abort features

Rocket Motor Systems

Largest human-rated, solid rocket motors ever 

built for flight, which a history of successful 

separation



Conclusion: Investment Thesis
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1

2

3

Northrop Grumman is currently undervalued in the market and its potential 

for growth over the next few years has not been recognized

Geopolitical tensions and the resulting need for security and defense 

offer Northrop Grumman prime opportunities for increased revenue 

Northrop Grumman’s advanced space program has them uniquely 

positioned to lead the growing space industry

Blended Share Price: $619.16

Upside/Downside: 41.4%



DCF Base

20



Operating Build Condensed 
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Main Assumptions 
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Exit Valuation
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Full Assumptions
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Operating Build Full 
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WACC Calculation
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Return Sensitivities 
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Comparable Companies
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