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Weekly Stock List:  Five Defense Stocks 

• President Donald Trump’s war of words with North Korea and his new “path forward” for 
Afghanistan have provided a boost to the Aerospace & Defense stocks.  Congress is helping 
as well. The House and Senate Armed Services Committees are planning to propose a 
defense budget of $640 billion for 2018, a $37 billion increase over the Trump 
administration's $603 billion request. The budget backdrop for the Aerospace & Defense 
companies is certainly more positive than it was during the dark days of budget 
sequestration.  

• Here are five companies with Argus BUY ratings in the Aerospace & Defense sector that 
could benefit from a boost to defense spending:   

o Lockheed Martin:  Lockheed has consistently surprised the Street in recent years, 
regardless of whether defense spending is rising or falling. We have a favorable view 
of the company's focus on international revenue diversification (now 25% of sales), 
and expect increased geopolitical tension to benefit sales and earnings going 
forward. The company is mindful of shareholder returns and has raised the dividend 
at a double-digit rate for the past 14 years while also aggressively buying back stock. 

o Northrop Grumman: Northrop Grumman is a leading global defense contractor with 
a focus on aerospace and, increasingly, electronic programs including cybersecurity. 
The company's balance sheet is clean, and management has a history of meeting 
and beating analyst expectations. Management is also aggressively repurchasing 
stock, with a clear focus on delivering returns to shareholders.  

o Raytheon: We expect management's focus on its international and cybersecurity 
businesses to generate stronger growth over the next three to five years. RTN's 
business mix appears favorable compared to that of most defense industry peers, 
and given rising geopolitical threats, we like its emphasis on advanced missile 
defense, electronic warfare and cybersecurity systems. The company is also 
generating strong cash flow and aggressively returning cash to shareholders through 
increased dividends and share buybacks. 



o General Dynamics: General Dynamics' diversified business mix is attractive 
compared to those of many peers, as a relatively low 60% of revenue comes from 
the U.S. government - thus reducing the company's exposure to the budget debates 
in Washington. Management is focused on driving growth through modest sales 
increases, margin improvement, and share buybacks, and has a history of delivering 
positive EPS surprises. The company is also aggressively returning cash to 
shareholders through increased dividends. 

o Boeing: Boeing is the largest aerospace and defense company in our coverage 
universe, and we believe that it has superior prospects due to its significant backlog 
and strong presence in the growing commercial aerospace industry. In the near 
term, the company is managing shifts in customer demand in order to prepare for 
stronger and more profitable growth in 2018 and beyond. At the same time, the 
management team clearly is focused on delivering strong shareholder returns and 
continues to boost the dividend and repurchase stock. 

• For more information on these companies, please see our Analyst Reports on the website. 
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prohibited by law and can result in prosecution. The opinions and information contained herein have been 
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offer to sell or a solicitation of an offer to buy any security. The information presented in this Note is for 
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tax advice. Argus may issue or may have issued other reports that are inconsistent with or may reach 
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Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group, Inc. Neither 
The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a 
registered broker dealer and does not have investment banking operations. Argus shall accept no liability 
for any loss arising from the use of this report, nor shall Argus treat all recipients of this report as 
customers simply by virtue of their receipt of this material. Investments involve risk and an investor may 
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and/or affiliates may have positions in stocks discussed in this report. No Argus officers, employees, agents 
and/or affiliates may serve as officers or directors of covered companies, or may own more than one 
percent of a covered company’s stock. 
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