


Investment Thesis

Recommendation: BUY

Current Price: 266.48 (Upside: 12.58%)

■ Market Leadership: Cummins is a global leader in power solutions offering best-in-class 

products in diverse set of verticals 

■ Effective Capital Allocation: 

○ Shareholder Friendly: Consistent dividend payout & share repurchase engagements

○ Growth Initiatives: Bolsters product offerings through M&A and R&D spend

■ Capitalizing on Industry Trends: Promising growth on their clean energy solutions 

segment and natural gas engines align with global shifts towards greenification

■ Legislative Momentum: IIJA & IRA Set to Make Most Effect in 24’ & 25’

○ Provides counter-cyclical product demand & accelerate adoption of newer segments

■ Financial Strength: Cummins has a strong balance sheet (A+ & strong cash balance)



Market cap

$37.8B

Revenue

$34.06B

Gross Margin

24.2%

Company Overview 

PE

51.74

ROIC

4.9%

EBITDA Margin

7.1%



Company Overview 

Components
● Supplies products which complement Engine 

and Power Systems segments (axles, brakes, 

engine components, etc)

Engine
● Manufactures diesel and natural gas-powered 

engines for trucks

Distribution
● Primary sales, service, and support channel

Power Systems
● Offers power generations (generators + more), 

industrial engines, and other generators

Accelera
● Designs and manufactures hydrogen production 

technologies



Company Overview 

Customer Base

● PACCAR accounts for ~16% of net sales

● PACCAR, Traton, Daimler, and Stellantis are 

collectively ~37% of net sales



Industry Overview - Trends

● Electrification and Alternative Fuels: There's a significant shift towards electrification and the 

use of alternative fuels like hydrogen and biofuels in response to environmental concerns and 

regulatory standards.

○ Regulatory and Environmental Pressures: Companies face stringent regulations aimed at 

reducing emissions and promoting sustainability, requiring significant investments in 

R&D.

● Renewable Energy Integration: The increasing integration of renewable energy sources into 

the grid, requiring advancements in storage and distribution technologies.

● Digitalization and Smart Technologies: The use of digital technologies to improve efficiency, 

reliability, and sustainability in power generation and distribution.



Industry Overview

1. Energy & Utilities: Electric Utilities, Renewable Energy

2. Industrial & Manufacturing: Manufacturing, Oil & Gas, Chemicals & Pharma

3. Transportation & Infrastructure: Railways, Airports & Ports, EV Charging

4. Commercial & Residential: Real Estate (Ventilation and Heating), Data Centers

5. Telecommunications: Cell Towers

6. Healthcare: Hospitals & Clinics, Research

7. Agriculture: Irrigation Systems

8. Government & Public Services: Military, Municipal Services

9. Mining & Construction: Power for Equipment

10. Marine: Ship Propulsion

Diversified!



Porter’s Five Forces

02
Electrification and lower-emission movements.

Strides towards new technologies.

Threat of New Entrants - Low01
Highly specialized and capital intensive manufacturing.

Long-term relationships and backlogs.

Strategic subsidiaries and joint ventures.

● Limited number of competitors in both HMPC and AA&S

● The competitors they do have share only a few product offerings as 

ATI

● Aerospace & Defense comprises 50% of total sales and ATI 

primarily sells to only a few OEMs (Boeing, Airbus, etc.)

● Long-term agreements are in place with most major aerospace 

market OEMs 

Threat of Substitutes -

Moderate

04
Must compete in new technologies, price, value, emissions.

Fragmented Market.

03
Joint ventures and relationships with suppliers.

Highly dependent on raw materials and high switching costs.

05
Four customers account for 37% percent of sales.

High switching costs and long-term relationships.

Bargaining Power of Suppliers -

Moderate

Competitive Rivalry - High

Bargaining Power of Buyers -

Moderate



Catalysts & Risks 

Catalysts

1. Global Expansion and Emerging Markets

1. Aftermarket Service Growth

1. Infrastructure Development

1. Government Incentives

Risks

1. Continual Regulatory Compliance Issues

1. Global Supply Chain Issues

1. Reliance On Key Customers

1. Competitive Landscape



Comparables



DCF



Analyst Reports

TD Cowen:

Rating: Outperform

Price Target: $272

JP Morgan:

Rating: Underweight

Price Target: $245



Stock Performance



Role in Portfolio



02/20/2024: 

Enter Position

Anticipated Hold Period

Investment Timeline

2024-2025: 

Closely track progress on new 
market segments & industry 

trends

2025: 

Assess performance of 
initiatives/market expansions 2026+

Analyze broader 
economic/industry 

environment 

2026+

Maintain, adjust, or 
exit position



Questions 



Industry Overview - Additional Information

https://www2.deloitte.com/us/en/insights/industry/power-and-

utilities/power-and-utilities-industry-outlook.html
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