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Investment Thesis

High-Switching-Cost IT Infrastructure Ensures Resilience Against Budget Cuts. Over half of
CACI's revenue is derived from mission-critical IT infrastructure for government agencies,
including defense, cybersecurity, and classified intelligence projects. The nature of these
services creates a high switching cost, as transitioning to a competitor would involve
significant operational, security, and compliance risks. CACI provides essential cybersecurity
and intelligence solutions, which are critical for national security and cannot be easily
defunded. The company operates under multi-year contracts, securing recurring revenue
streams despite fluctuations in federal budgets. Recent contract wins, including the $1.2
billion “Spectral” contract with the U.S. Navy, highlight continued demand for CACI’s services.

Strong Demand, Backlog, and Customer Retention Drive Solid Financials. CACI continues to
experience strong demand across its government customer base, supported by a growing
backlog and high retention rates. As of the latest earnings report, CACl's backlog stands at
~$32 billion, with a book-to-bill ratio of ~1.7x, indicating more new business than revenue
recognized. The company’s contract renewal rate remains high, ensuring stable revenue
visibility over multiple years. Cybersecurity, artificial intelligence, and electronic warfare
capabilities are key growth areas driving future contract wins. Strong EBITDA growth and
margin expansion reflect CACl's ability to scale operations efficiently.

CACI's multiple will Expand as DOGE concerns Dissipate. CACI’s stock has recently traded at a
discount, driven by concerns over defense budget cuts impacting government contractors.
However, we believe these fears are overstated. CACl’s exposure to discretionary defense
spending is limited, as its contracts focus on essential IT services rather than traditional
defense procurement. The U.S. government is increasing investments in cybersecurity and
digital transformation, directly benefiting CACI’s core offerings. As sentiment around defense
budget fears normalizes, we expect CACI's valuation multiple to return to historical norms,
leading to upside potential. CACI’s revenue growth, strong backlog, and contract renewals
support a sustained recovery in its valuation.

Company Overview

Founded in 1962, CACI International (NYSE: CACI) is a leading IT and intelligence solutions
provider for the U.S. government, specializing in cybersecurity, software development,
defense intelligence, and mission-critical IT services. The company delivers high-value, high-
switching-cost solutions to agencies such as the Department of Defense (DoD), Intelligence
Community (IC), and Homeland Security, ensuring national security and operational efficiency.

CAClI's business model is resilient due to its long-term government contracts, strong backlog,
and a high retention rate for mission-critical services. This makes it highly insulated from
budget cuts, as replacing or transitioning its services would be costly and complex for
government agencies.

Industry Overview

The government IT and defense contracting industry is a highly stable and resilient sector
driven by federal cybersecurity investments, digital transformation initiatives, and national
security priorities. Companies like CACI, Leidos, Booz Allen Hamilton, and SAIC secure multi-
year contracts with agencies such as the DoD and Intelligence Community, ensuring recurring
revenue and high customer retention. Despite concerns over defense budget cuts, spending
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Figure 1: CACI 2 Year Stock Chart
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on cybersecurity, Al-driven intelligence, and digital modernization remains strong, with U.S. federal IT budgets exceeding $100 billion
annually. High switching costs make it difficult for agencies to replace contractors, benefiting incumbents like CACI.

Valuation

To value CACI we used a 10-year DCF to find the discounted value of the sum of the future cash flows of the company. We modeled out
our projections for the business segments separately.



