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INTRODUCTION

Dear Friends,

As we reach the end of the first quarter of 2026, the Aerospace, Defense, and
Space markets continue to show notable growth, even against a more volatile
geopolitical and macro backdrop. Public market performance, private
investments, and strategic M&A activity all reinforced the view that investors and
acquirers remain highly focused on differentiated, mission-critical platforms
positioned at the center of national security.

In Washington and across the broader defense ecosystem, the quarter was
defined by escalafion in the Middle East, rising urgency around munifions
replenishment, and a growing recognition that affordable, multi-tiered defense
systems are now essential. The Iran campaign further validated the importance of
C-UAS, interceptor recapitalization, base hardening, and broader industrial base
expansion, while strategic and sponsor-backed buyers remained active in
autonomy, space, simulation, and other capability areas tied to modern defense
priorities.

Space and defense technology continue to attract outsized attention. SpaceX's
reported IPO fiing and the contfinued surge in defense tech capital reinforces
how quickly the sector’s center of gravity is evolving toward production-ready
platforms, dual-use technologies, and modern defense systems. Buyers are
increasingly wiling to pay for scarcity, technical depth, and clear exposure to
durable, well-funded programs.

Commercial aerospace showed signs of improvement, though the recovery
remains uneven. Aftermarket and MRO businesses continue to benefit from strong
ufilization, aging fleets, and long-term demand for repair and replacement
activity, while airlines remain cautious amid ongoing production constraints, fuel
cost volatility, and broader uncertainty in global fravel patterns.

Despite these headwinds, M&A appetite for premium aerospace and defense
assets remains strong. Capital remains available, buyer conviction is high, and
businesses with differentiated capabilities, entrenched customer relationships, and
exposure to priority end markets confinue fo command significant interest.

As always, we appreciate your partnership and welcome the opportunity to
connect.

Sincerely,
Trevor Bohn Ryan Murphy
Partner Partner
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A&D VALUATION & PUBLIC MARKETS BACKDROP

»n

A&D stocks spiked in
early March
following the start of
the Iran conflict but
have subsequently
pulled back from
the highs. They still
outperform the S&P
and Dow Jones
indices in QI. Rising
defense budgets,
munitions
replenishment
demand, and
escalating
geopolitical tensions
continue to drive
the sector’s success

Q1 2026 A&D deal
volume of 177
fransactions puts the
sector on pace for
~708 transactions on
the year, which
would represent the
highest volume in at
least a decade

EV/EBITDA multiples
for A&D businesses
continue to trend
above the S&P 500,
reflecting investor
confidence in the
sector

A&D RUN CONTINUES IN 2026

» The S&P 500 finished Q1 2026 in negative territory, weighed down by the
Iran conflict, surging oil prices, and broader market uncertainty

»  A&D stocks outperformed significantly, gaining 4% YTD while the S&P 500
declined 4% YTD. A&D stocks are up 45% to the S&P’'s 16.7% in the last
twelve months

A&D Dow Jones S&P500

A&D M&A Deal Volume

411 433 443 343 273 441 401 441 516 .
E s l B &
2017 2018 2019 2020 2021 2022 2023 2024 2025 YID-26

A&D EV/EBITDA MULTIPLES EXCEED BROADER MARKET

=0==Defense Index (ITA) ==O=S&P 500
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DEFENSE & GOVERNMENT SERVICES SECTOR OVERVIEW
PUBLIC MARKET PERFORMANCE

»

»

Defense stocks had
a volatile Q1 amid
the U.S.-Iran conflict,
record defense
budget proposals,
and accelerating
munitions
replenishment
programs

QI dealmaking
centered on
autonomy, space,
and simulation
capabilities as both
strategic acquirers
and PE-backed
platforms competed
to build integrated
defense technology
portfolios

Compan Share Market Cap.
pany Price (61:))

\//
- € RTX 19505

GENERAL

DYNAMICS 39172
NERUMMAN | 697.36
122.52
€D L3HARRIS™ 35451

3.2x 3.3x 18.8x 19.5x
2.0x 2.1x 14.3x 18.8x
1.9x 2.0x 15.5x 15.2x
2.6x 2.7x 18.1x 15.3x
2.3x 2.6x 16.2x 18.4x
3.3x 3.5x 18.1x 18.3x
1.3x 1.4x 9.9x 9.2x

NOTABLE DEFENSE & GOVT. TRANSACTIONS

I I T

3 SHIELD Al

Provider of visual simulation image
generators, geospecific databases &
integration services for aerospace &
defense markefts

Developer of electric & hybrid
propulsion-powered UAS & advanced
air mobility platforms for aerospace &
defense markets

Provider of space-domain awareness
solutions for defense, environmental &
missile defense markets

SPACE SYSTEMS

ac

Industrial
Partners

Developer of Hall-effect thruster
technology & spacecraft systems for
aerospace markets

3/26 » AECHELON
3/16 Els -—
3/10 Eb{’

3/6 - ORBION
2/3 g BICUBED

AURIA

ENLIGHTENMENT
CAPITAL

Provider of end-to-end command,
control & communications systems for
defense & special operations markets

ARXIS

ARCLINEC

Provider of engineered, mission-crifical
elastomeric & metallic components for
aerospace & defense markets
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SPOTLIGHT: TRUMP SUBMITS RECORD $1.5T DEFENSE BUDGET

DEFENSE SPENDING ENTERS A NEW ERA

» The formal request released on April 39 confirms $1.5T: $1.15T
base + $350B reconciliation. It's a 44% increase over FY2é and
the largest dollar request since WWII, as well as it is the first fime
base defense spending has crossed $1T

« $760B for weapons modernization, including $17.5 B for the
Golden Dome missile shield, $65.8B for shipbuilding, 85 F-35s, $5B
for the new F-47, $71.2B for the Space Force, and Air Force missile
procurement nearly doubled

« It's offset by $73B in nondefense cuts (EPA halved, housing, K-12,
clean energy slashed). Tariffs are framed as the funding source.

« Concerned parties warn that the proposal adds ~$3.2T to the
national debt over a decade

WHERE THE $1.5T GOES

Nearly half of total spending ($760B) is directed toward  $430.0 (S in Billions)
procurement and R&D. The $280B reconciliation
weapons add alone exceeds the entire military

budget of any country other than China. $260.0 $280.0
$220.0
$150.0
101.0
J $I = =
Dept. of Navy Dept. of Air Space Force Army Operations & Weapons R&D Reconciliation
Force Maintenance Procurement Weapons Add

THE RECONCILIATION GAMBLE

HASC/SASC chairs praised the request, targeting 5% of GDP for defense, but OMB's own
out-year projections show spending falling 15% to $1.28T by FY28 without future

$1.80T reconciliation, potentially making FY27 a one-year surge rather than a new baseline.
$1.60T $1.50T
$1.40T $1.28T $1.35T
$1.20T
$1.00T At risk if reconciliation fails:
$0.80T « Golden Dome: $17.1B B Reconciliation:
$0.60T « Space Force $0.35T
$0.40T procurement: $9.4B ® Base Budget:
$0.20T * Navy aircraft: $7.4B $1.15T
$0.00T + Navy shipbuilding: $5.6B

FY2027 FY2028 FY2031

Proposed Projected Projected
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SPOTLIGHT: IRAN CAMPAIGN VALIDATES C-UAS AS TOP PRIORITY

“..DRONES THAT COST $30,000.. AND WE ARE USING MISSILES THAT COST
MILLIONS TO INTERCEPT THEM..."

The cost-exchange ratio is now proven at scale: ~$20K-$50K Shaheds are draining ~$4M
PAC-3 interceptors, and 800+ interceptors were expended in the opening days vs. ~620
PAC-3s produced in all of 2025

New low-cost C-UAS systems are deploying but at early stage: Coyote (RTX), Roadrunner
(Anduril), Merops interceptor drone, and AeroVironment's Locust X3 laser (<$5/shot) are all
in theater or testing; Ukraine deployed 228 C-UAS specidlists fo five Gulf states, pitching
~$3K interceptor drones vs. $4M PAC-3s

LUCAS flips the Shahed script but remains supply-consirained: The US reverse-engineered
Iran's Shahed-136 into a $55K one-way attack drone, first used in combat on February 28th

C-UAS COST PER INTERCEPT VS. COST PER THREAT IN THE IRAN THEATER

$4M

$13M

Winners will offer layered, affordable C-UAS systems, not single-point products:
The $200B supplemental and $1.5T FY2027 budget signal that the DoD is
buying extensive capability portfolios (Electronic Warfare, low-cost
interceptors, base hardening), not just premium missiles.

$125K
~$3K $20-50K $50K $55K
— |
Ukrainian Shahed-136 Iron Dome Tamir LUCAS Coyote Patriot PAC-3 THAAD
Iran War ~7,000 2,000+ . : ~ ~
Usage Requested Launched Undisclosed 100 to 2,000 Undisclosed 1,800 198
Drone-on-drone  One-way attack Short-range One-way attack Dedicated C-UAS Ballistic & cruise Tem)in_al-phcl.se
rocket/drone ballistic missile

Use Case intercept drone drone interceptor missile defense
defense

intercept

DEPARTMENT OF WAR $200 BILLION IRAN WAR SUPPLEMENTAL REQUEST

Pentagon submitted a $200B+ supplemental to the White House on March 18th for munitions
replenishment and readiness, which is the largest wartime funding request since WWII. The war has
cost ~§1B+/day, and ~850 Tomahawks have been fired

MUNITIONS INTERCEPTOR BASE INDUSTRIAL
REPLENISHMENT RECAP HARDENING BASE
~850 Tomahawks ; Pentagon “top PAC-3 production
fired through ?20(: F;g;ei;ceg ;o;s priority” to field ramping from
week 4 g oy hardened shelters 620/yr to 2,000/yr
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SPOTLIGHT: SPACEX IPO & THE NEW AEROSPACE MARKET

THE LARGEST IPO IN HISTORY

» SpaceX filed confidentially for IPO on 4/1/26, targeting a $1.75T
valuation and $75B raise, the largest IPO in history at ~2.5x Saudi
Aramco's record. June listing is expected

* First of a potential trio of mega-IPOs (SpaceX, OpenAl,
Anthropic) that could push 2026 IPO proceeds past $142B, a
new alHime high

+ A&D IPOs have been gaining momentum with StandardAero

($10.4B), Loar Holdings, and Karman (KRMN) all debuting
successfully

MARKET IMPACT — PORTFOLIO REBALANCING OF SPACE ASSETS?

Key Takeaways:

At $1.75T, SpaceX would exceed the combined market cap of LMT, BA,

A

NOC, RTX, GD, and LHX, redefining sector hierarchy = Sector
L . . — Reclassification

Nasdaq considering a "fast entry" rule for Nasdaq-100 inclusion; S&P

500 inclusion could follow within é - 12 months, triggering billions in N @

forced index-fund buying @9\\\ Index Disruption

Aerospace ETF rebalancing would require selling legacy defense

stocks fo buy SpaceX, potentially depressing fraditional prime Legacy Prime

valuations. Space ETFs (UFO) already up 100%+ in 12 months Pressure

DEFENSE TECH VC HITS RECORD HIGH

Defense tech VC deals reached a record $49.9B in 2025, nearly 2x the $27.3B in 2024

($) in billions
500 $49.98 + Anduril raised $2.5B at $30.5B valuation, Helsing $694M, and
Saronic $600M. 10 new billion-dollar companies emerged in
40.0 2025 alone
30.0 » Corporate participation in defense tech VC hit an all-time

high, with corporates taking part in 28 rounds worth $2B in
2025, led by aerospace primes like Dassault and Saab
20.0 embedding startup tech info their platforms

« Global military spending reached $2.72T in 2024 (+9.4% YoY,
steepest since 1988), and defense tech advanced more in
24 months than the prior three decades

10.0

0.0

2024 2025
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COMMERCIAL AEROSPACE SECTOR OVERVIEW

PUBLIC MARKET PERFORMANCE

»n

»

Commercial
aerospace stocks
sold off sharply in Q1
as the Iran conflict
drove surging fuel
costs, Middle East
airspace closures,
and order
uncertainty from
Gulf carriers.
Aftermarket names
held up better on
strong backlogs
despite broader
market pressure

QI dealmaking
remained heavily
concentrated in
MRO and
aftermarket
services, with both
public strategics
and PE-backed
platforms pursuing
scale through bolt-
on and
transformational
acquisitions across
the supply chain

AIRBUS 16082 221.30
(L eoenE 20967 25435
WP 92638 1,03496
TRANSD)( 1,180.32 1,623.83
HEICO 27749  361.69
@ru _ 310.00  404.80
m’@ 58.21 99.67

Compan Share Market Cap.
pany Price (61:))

1.5x 1.6x 11.3x 14.2x
2.0x 2.2x 40.1x -

5.8x 6.2x 21.0x 22.4x
9.2x 10.3x 17.5x 20.3x
7.0x 7.8x 25.6x 27.7x
1.8x 1.9x 9.3x 9.8x
9.4x 12.3x 23.8x 34.7x

NOTABLE COMMERCIAL AERO TRANSACTIONS

mm

3/11
2/9 \M!DC_
1/29
] / 22 HARPER ENGINEERING CO.
ET PARTS
ENGINEERING
] /] 6 'I VICTOR SIERRA
x
1/7 ey

AIM

MRO
A |fndperal

VS

CORPORATION

TRANS

GROUP INC.

Kxierro
S

CORE

INDUSTRIAI

Manufacturer of custom replacement
bushings, sleeves & fasteners for
commercial & military aircraft

Provider of mobile & hangar-based
MRO, avionics & AOG services for
corporate & private aircraft

Provider of aviation MRO & inventory-
supported supply chain services for
fixed-wing & rotary-wing aircraft

Manufacturer of engineered latching
& securing mechanisms for aerospace
markefs

Designers & manufacturers of
proprietary OEM-alternative parts &
repair services for commercial &
general aviation markets

Provider of MRO services for
accessories, airfframe & powerplant
repairs across commercial, cargo &
defense aviation markets
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OIL PRICES PRESSURE AIRLINE MARGINS WHILE Al RESHAPES TRAVEL

OIL PRICES, JET FUEL COSTS, & IMPACT ON COMMERCIAL AEROSPACE

» Jet fuel surged from ~$99/bbl in late February to $197/bbl by
March 20th, nearly doubling in under a month, driven by the Iran
conflict

» This is a crack spread problem, not just an oil price problem. Jet
fuel prices doubled while crude rose only ~one-third. Airlines
hedge on crude benchmarks, which provide only partial
protection

» Airlines responding with 20%+ fare increases, fuel surcharges
(Cathay Pacific +34%), and capacity cuts; IATA's $41B industry
profit forecast for 2026 now af risk

$/gal Current Day

$4.50 (~2x increase)

$4.00 Jet Fuel

$3.50 === Crude Oil Current

Difference =

$3.00 Iran War 72%

$2.50 Begins

$2.00 Nt S LTM Average
; Difference =

$1.50 40%

$1.00

2 92 a5 2P 9 a5 P 95 95 ab b ab  9b
?‘Q‘ \50* \\)(\ \\)\ P\)g sGQ oo\ $O~‘ 006 \0(\ Qe‘o “\0‘ P‘Q‘

Al-DRIVEN WORKFORCE CHANGES MAY RESHAPE CORPORATE TRAVEL

» Al pressure on entry-level white-collar hiring could trim lower-value corporate travel at the margin, as
evidence shows hiring has slowed for young workers entering Al-exposed occupations, including roles
such as financial analysts

» Corporate fravel shifting from volume to value, as frips increasingly must demonstrate clear ROI; hybrid
virtual/in-person models cutting travel volume 30-50% at some firms

» The near-term read-through for aerospace is gradual, not binary: even with Al pressure on junior
headcount, business fravel demand has not broken down broadly, as 84% of fravel buyers expect 2026
spend fo increase or stay flat

Fuel costs are the immediate headwind; Al is the longer-term variable to watch. Both reinforce demand
for efficient fleets and aftermarket services.

KAL Capital, 2026



RECENT TRANSACTIONS
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KAL Capital Markets LLC
5354 East 2nd Street,
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This presentation has been prepared by KAL Capital Markets LLC (“KAL Capital”) for the exclusive use of the party to whom KAL Capital delivers this presentation (together with its
subsidiaries and affiliates, the “Recipient”) using publicly available information. KAL Capital has not independently verified the information contained herein, nor does KAL make
any representation or warranty, either express or implied, as to the accuracy, completeness or reliability of the information contained in this presentation, or any other information
(Whether communicated in written or oral form) transmitted to or made available to the Recipient. Any estimates or projections as to events that may occur in the future
(including projections of revenue, expense, net income and stock performance) are based on publicly available information as of the date of this presentation. There is no
guarantee that any of these estimates or projections will be achieved. Actual results will vary from the projections and such variations may be material. Nothing contained herein
is, or shall be relied upon as, a promise or representation as to the past or future. KAL Capital expressly disclaims any and all liability relating to or resulting from the use of this
presentation.

This presentation has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial
instruments. The Recipient should not construe the contents of this presentation as legal, tax, accounting or investment advice or a recommendation. The Recipient is urged to
consult its own counsel, tax and financial advisors as to legal and related matters concerning any information described herein. This presentation does not purport to be all-
inclusive or to contain all of the information that the Recipient may require. No investment, divestment or other financial decisions or actions should be based solely on the
information in this presentation. The Recipient should not rely on any information contained herein.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient. The Recipient agrees that the information contained herein and in all
related and ancillary documents is not fo be used for any other purpose, that such information is of a confidential nature and that Recipient will treat it in a confidential manner.
Distribution of this presentation to any person other than the Recipient and those persons retained to advise the Recipient who agree to maintain the confidentiality of this
material and be bound by the limitations outlined herein, is unauthorized without the prior consent of KAL Capital. This material must not be copied, reproduced, distributed or
passed to others at any time without the prior written consent of KAL Capital.
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