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Summary 
 

• GrafTech International Ltd. ( “GrafTech” or the “Company”) is one of the world’s largest 
graphite electrode producers and the industry’s only vertically integrated manufacturer, 
through its production of petroleum needle coke.   

• The Company completed its IPO in April 2018 and traded as high as $22.37/share in August 
2018 but has traded at a substantial discount to itself and to peers since then as a result of 
steel market headwinds and market misperceptions.  

• The efficiency and safety of GrafTech's business post-restructuring and IPO are 
fundamentally misunderstood by the market.  

• The market is pricing in GrafTech’s debt levels at face value while ignoring the Company’s 
substantial free cash flow generation, robust liquidity and interest coverage positions, and 
significant debt paydowns this year.   

• GrafTech is well-positioned to take advantage of rising steel demand and favorable supply 
conditions in 2021 and 2022.   

• We rate GrafTech a Buy based on a $13 price target vs. a November 27, 2020 closing 
price of $7.87 (65% upside).  

 
Company Overview 
 
Company History 
Headquartered in Brooklyn Heights, OH, GrafTech International Ltd. is a leading manufacturer of 
graphite electrodes used in the production of electric arc furnace (EAF) steel. It operates three of the 
highest capacity graphite electrode facilities in the world and is the only producer vertically integrated 
into petroleum needle coke, the most important material in the graphite electrode production process.  
 
In 2017, GrafTech entered into fixed-price take-or-pay contracts for about 60% of the Company’s 
production capacity from 2018 through 2022. GrafTech serves more than 100 customers, primarily 
steel mini-mills operating both domestically and internationally, with international customers 
accounting for 77% of net sales in 2019. Six of the Company’s ten largest customers are based in 
Europe.  
 

 
 
 
GrafTech was founded in 1886 and had its first IPO in 1995. The Company was taken private by 
Brookfield Asset Management in August 2015, then returned to the public market in April 2018. 
Under Brookfield’s ownership, GrafTech has undergone a significant transformation from a 
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conglomerate to a pure-play graphite electrode producer after divesting its non-core Engineered 
Solutions businesses in 2016 and 2017. Furthermore, in 2017 GrafTech reoriented its commercial 
strategy from annual, uncontracted sales to three-to-five-year take-or-pay contracts. As of 3Q20, 
Brookfield owns 65% of the Company.   
 
Source: GrafTech SEC filings 
 
Relevant KPIs 
GrafTech’s KPIs include sales volumes of graphite electrodes (in metric tons, or “MT”), weighted 
average realized price per MT, production volumes (MT), production capacity (MT) and capacity 
utilization. The Company’s 3Q20 and YTD results are shown below.  
 

 
 
Source: GrafTech 3Q20 Earnings Release 
 
Valuable Assets  
GrafTech’s assets provide the Company with a strong moat in an industry with high barriers to 
entry. GrafTech has three of the five largest (by production capacity) graphite electrode 
manufacturing facilities in the world, whose scale reduces operating costs relative to competitors. 
Both greenfield and brownfield developments of graphite electrode manufacturing facilities require 
prohibitive capital costs and long lead times (three to five years for greenfield). Moreover, GrafTech 
has over 130 years of R&D experience in graphite and carbon-based solutions and has built an 
extensive intellectual property portfolio. 
 
Source: GrafTech SEC filings 
 
Industry Overview 
 
Electric Arc Furnace Steel Value Chain   
Graphite electrode producers combine petroleum needle coke and pitch needle coke with binders 
and other ingredients to form graphite electrodes. Graphite electrodes are primarily used in EAF 
steel, acting as conductors of electricity in the furnace, generating sufficient heat to melt scrap metal. 
The product takes 3-6 months to produce and 8-10 hours for a steelmaker to consume. EAF 
currently represents 47% of all steel production excluding China and has historically been the 
fastest-growing segment of the global steel market. The other segment, basic oxygen furnace (BOF) 
steel, uses pitch needle coke and requires the burning of coal; as a result, the EAF method produces 
25% of the carbon dioxide emissions of BOF.  
 
Sources: GrafTech SEC filings, Investor Presentations 
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Source: GrafTech SEC filings 
 
Macroeconomic Drivers 
 
Graphite electrode spot prices tend to track with steel demand and supply conditions. From 2011 to 
2015, the graphite electrode market was negatively impacted by China rapidly ramping up its steel 
production and creating a global steel supply glut. However, market conditions have changed: 
Chinese producers are increasingly geared toward domestic supply, and there has been a significant 
decrease in Chinese steel exports since 2017. The chart below shows the China Steel Exports Index 
and a Composite Steel Price Index from September 2014 to September 2020. 
 

 
 
Source: Bloomberg 
 
Global steel demand is recovering since 1Q20 and 2Q20. The World Steel Association forecasts 
4.1% growth in 2021, with especially strong rebounds in the regions in which GrafTech’s customers 
operate (Europe, USMCA, Central and South America). Given GrafTech’s position in the steel 
supply chain, the Company’s market lags the steel market; ultra-high-power (UHP) graphite 
electrode prices remained weak in 3Q20. Still, as EAF demand has improved in 3Q20, steelmakers 
are drawing down inventory of graphite electrodes, creating a tighter market in 2021.  
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GrafTech share price and North America Hot-Rolled Coil Steel Index 1/1/2018 – 
11/20/2020 

 
 
Sources: GrafTech SEC filings, World Steel Association, Credit Suisse, Bloomberg 
  
Competitive Landscape 
The graphite electrode industry is fairly consolidated, particularly outside of China. The five largest 
global producers in the industry are Showa Denko K.K., GrafTech, Fangda Carbon New Material 
Technology Co. LTD, Tokai Carbon Co., Ltd. and Graphite India Limited. Most non-U.S. graphite 
electrode producers are based in Japan and India.  
 
Players in the graphite electrode market compete primarily on price; however, GrafTech 
differentiates its product offering through its support and technical service platform, ArchiTech 
Furnace Productivity System. ArchiTech is installed in customers’ furnaces and provides real-time 
diagnostics and troubleshooting from GrafTech’s engineers.  
 
As previously discussed, the graphite electrode industry has large barriers to entry due to the costs 
and specialized knowledge required to develop graphite electrode manufacturing facilities. Further, 
amid lower steel prices over the past several years, graphite electrode producers have been reluctant 
to build new capacity, supporting spot prices in the near term.  
 
Sources: GrafTech SEC filings, RBC Capital Markets 
 
 
Thesis Point #1: EAF Dependency on Graphite Electrodes 
 
Offsetting its position in a cyclical industry, GrafTech benefits from EAF steel manufacturers’ 
dependency on graphite electrodes, as there is no other commercially available substitute with the 
proper electrical and heat sustainability properties. As a result, EAF steel manufacturers are willing 
to pay a premium for high quality graphite electrodes. Furthermore, on average, the cost of graphite 
electrodes represents only 1-5% of the total production cost of EAF steel. GrafTech competes in 
the ultra-high power (UHP) electrode space, which yields higher margins and requires an extensive 
manufacturing process and material science knowledge.  
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Compared to BOF steel, EAF steel production is more environmentally friendly and produces 
higher quality steel grades as steelmakers increasingly use higher quality scrap; as a result, EAF steel 
producers continue to capture market share from BOF producers.  
 

 
 
Source: World Steel Association Steel Statistical Yearbook 2019 

 
As the producer of 25% of the world’s (ex-China) UHP graphite electrodes, GrafTech’s positioning 
will enable the Company to take advantage of steel demand’s upswing in 2021 and 2022. 
 
Sources: GrafTech SEC filings, JPMorgan 
 

 
 
Source: GrafTech SEC filings 
 
Thesis Point #2: Market Insufficiently Rewards GrafTech’s Vertical Integration  
 
GrafTech is the only company in the industry vertically integrated into petroleum needle coke, which 
represents a significant percentage of the raw material cost of graphite electrodes. In 
2010, GrafTech acquired Seadrift Coke LP, one of the largest producers of petroleum needle coke.  
This reduced GrafTech’s reliance on other suppliers, while competitors have to buy needle coke at 
market prices, which are vulnerable to market supply and demand trends. In addition, GrafTech’s 
vertical integration results in cost advantages of ~$3,000/MT compared to non-integrated producers. 
The benefits of vertical integration and overall expense management led to an EBITDA margin of 
54.80% in 2019 vs. a peer median of 9.96%. In addition, GrafTech reported ROA of 56.7% and 48.8% 
in 2018 and 2019, respectively, vs. a peer median of 6.90% in 2019.  
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However, the market has failed to recognize GrafTech’s unique positioning and efficiency relative to 
peers, as the Company’s stock trades at a P/E of 3.5x vs. a peer median of 20.1x. Instead, the market 
prices in a large amount of risk on the basis of the Company’s debt load, while ignoring the Company’s 
track record of free cash flow generation and debt paydown, especially in 2020. Overall, we believe 
that GrafTech’s superior efficiency will be appreciated as market conditions in the broader graphite 
electrode and steel industries improve. 
 
Sources: GrafTech SEC filings, RBC Capital Markets, Bloomberg 
 
 
Thesis Point #3: Spot Pricing Set to See Upward Pressure from Electric Vehicles; Contract 
Structure Protects GrafTech from Market Volatility 
 
Spot Pricing 
In 2019, GrafTech generated 80% of its revenue from Long-Term Agreements (LTAs). This structure 
is appealing to customers trying to secure supply given the long lead time necessary in producing 
graphite electrodes. It also allows GrafTech to essentially set a floor on revenue, which 
competitors are not able to do given their lack of reliable petroleum needle coke supply.  
 
Graphite electrodes are priced at a spread over petroleum needle coke spot prices, with the average 
spread being $3,000/MT. This spread could benefit from increased petroleum needle coke demand 
from electric vehicle manufacturers, yielding higher margins, especially in the UHP segment. 
 
As petroleum needle coke prices rise, competitors in the graphite electrode industry face cost 
pressures that GrafTech can avoid due to its vertical integration.  
 
Sources: GrafTech SEC filings and Investor Presentations 
 

 
 
Source: BMO Capital Markets Global Metals & Mining Conference 
 
Long-Term Agreements Structure 
In 3Q20, GrafTech’s average price from LTAs was ~$9,300/MT. The average price for non-LTA 
business increased slightly to ~$5,700/MT (vs. ~$5,500 in 2Q20). Due to the nature of LTAs, 
GrafTech is largely insulated from spot prices trending lower, as customers are locked in to paying 
around $9,000/MT to $10,000/MT.  
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GrafTech has maintained its contract book through 2020. The Company has developed mutually 
beneficial solutions with customers struggling to take committed volumes and made substantial 
progress in completing several “blend and extend” contract modifications, which provide customers 
with near-term relief in exchange for additional volume commitments in future years. 2020/2021 
commitments have been pushed into 2023/2024, while prices remain largely intact.  
 
We believe that the market has punished GrafTech this year for delivering LTA volumes slightly 
below previous guidance, without recognizing the benefits of LTAs, including customers’ obligation 
to pay prices above those found in the spot market.    
 
Source: GrafTech SEC filings, BMO Capital Markets  
 
Risks 
 
Steel Cyclicality 
Cyclicality is inherent in graphite electrode spot prices. Spot prices tend to track with steel demand, 
which has declined in the past year-and-a-half to two years. Accordingly, GrafTech’s share price has 
declined over the past two years. The spread pricing for graphite electrodes is highly beneficial when 
demand is robust, but as spots have declined, so too have margins. However, favorable supply and 
demand conditions for EAF steel in 2021 and 2022 mitigate this risk.  
 
Leverage 
The market views GrafTech’s debt levels as a major risk, overlooking the Company’s substantial free 
cash flow generation, liquidity, and significant debt paydowns this year. GrafTech’s FCF in 2018, 
2019 and LTM (9/30/20) was $768.4M, $741.2M and $586.5M, respectively. As of 9/30/2020, 
GrafTech’s LTM cash flow to debt ratio was 41% vs. a peer median of 48%. As of 3Q20, the 
Company’s liquidity position was strong at $406M, with $159M in cash and $247M in RCF 
availability. Further, the Company’s interest expenses are manageable ($127M against $970M in 
operating income in 2019), with an interest coverage ratio of 7.6x. 
 
GrafTech is committed to using its FCF to pay down its debt load, which currently totals $1,564M 
vs $2,156.6M at YE2018. The Company lowered its debt by $150M in 3Q20 and $313M YTD. It 
has no significant debt maturities until February 2025, when the outstanding $1,564M of debt is due. 
Sell-side analysts forecast GrafTech generating robust free cash flow while barely paying down debt 
over the next several years – a viewpoint we strongly disagree with.  
 
S&P’s credit rating of GrafTech reflects improvement over the past several years, from B in 
December 2017, to B+ in January 2018 and most recently, BB- in April 2019.  
  
Disruptions to LTAs 
Disruptions to GrafTech’s LTAs, including customer bankruptcies and contract renegotiations, 
would reduce the Company’s revenue; however, the nature of LTAs – contractual obligations – and 
GrafTech’s continual efforts to preserve its LTAs reduce the likelihood of disruptions 
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Valuation 
 
Valuation Relative to Self Historically 
 

 
 
GrafTech share price 1/1/2018 – 11/20/2020 

 
 
Source: Bloomberg 

 
Valuation Relative to Industry 
We used two separate comp sets for GrafTech: first, the standard Bloomberg comps to display how 
GrafTech is undervalued compared to the Electrical Equipment Manufacturing industry, and 
second, a custom set of comps pulled from GrafTech’s SEC filings to display the firm’s superior 
efficiency compared to other graphite electrode producers around the world. 
 
We believe that GrafTech is lumped in with its Electrical Equipment Manufacturing sub-industry 

classification, despite being the only pure-play graphite electrode manufacturer in that group. The 

other firms in this group are generally very diversified in their product offerings, which creates more 

revenue streams but exposes the companies to additional risks - a situation GrafTech avoids as a 

pure-play producer. On a price-to-earnings basis, GrafTech trades at a 3.5x multiple, compared to an 

industry median multiple of 22.7x. GrafTech is undervalued on an EV/EBITDA basis as well, 

trading at 5.5x compared to an industry median of 11.7x.  

 

Looking at the custom comps to get a better sense of GrafTech’s efficiency compared to more 

similar companies, GrafTech's EBITDA margin of 54.8% is multiples higher than the comp set 

median of 9.96%. GrafTech’s ROA of 38.55% is similarly higher than the comp set median of 

0.72%. We believe this reflects the effectiveness of GrafTech’s restructuring and subsequent 

refocusing on graphite electrodes, as well as the increased margin arising from the Company’s long-

term agreements. 
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Overall, we think that GrafTech is being lumped in with more diversified manufacturers, leading to 

a mispricing as seen in its sub-industry. Despite trading at a discount to comps in both sets, 

GrafTech has seen a general price decline since its peak in 2018. We attribute this decline to industry 

cyclicality rather than material flaws in GrafTech’s business model. Given our positive demand 

outlook heading into 2021, this presents an attractive buying opportunity for a high-quality company 

with superior margins from its unique contract model. 

 

 
 

 
 
DCF Valuation and Model Explanation 
 
Revenue Drivers 

GrafTech’s revenue is mainly driven by LTAs (Long Term Agreements) with steel manufacturers to 

receive graphite electrodes on demand over a certain period, but GrafTech also sells graphite 
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electrodes to the market at the spot price (spot contracts). Electric arc furnace (EAF) steel 

manufacturers go through one graphite electrode in about 8-10 hours, making easy access to a 

graphite electrode supply a necessary part of EAF steel production. GrafTech’s production volume 

for graphite electrodes for each year is based on a percentage of production capacity (the total 

amount of capacity that GrafTech has), which has grown at an average rate of 7.75% in the past two 

years. Production volume is driven by GrafTech’s operating rate percentage, which has been 

approximately 83.63% of production capacity the past three years and is equal to GrafTech’s total 

amount of contracts (LTAs + Spot Contracts). Revenue from LTAs and spot contracts is driven by 

GrafTech’s LTA contract price (per MT), which is set at a premium over non-LTA market spot 

prices (per MT). With this premium on LTA prices, a revenue mix with a higher proportion of LTA 

contracts is much more attractive for the company as it brings in a significantly larger amount of 

revenue than non-LTA spot contracts do. LTAs are priced at a premium over spot contracts 

because of the top quality (tier 1) graphite electrodes that GrafTech supplies to steel manufacturers, 

as well as the on-demand service that GrafTech offers to customers.  

 
Base Case Revenue Growth Assumptions 
Changes in revenue are driven by changes in the growth rate of production capacity, GrafTech’s 
operating rate, and more importantly, the percentage of LTAs out of GrafTech’s total contracts. In 
the Base Case, conservative assumptions for the capacity growth rate starts at 1.5% in 2020 and 
fluctuates in the following years before leveling off at 1.5% in 2023 and 2024 (from a previous two-
year average of 7.7%). With the uncertainty of LTA contracts in the near term, we expect 
management to focus cash flows on paying down debt rather than investing in new plants to 
increase operating capacity, especially since operating rates are expected to be around 70-80% for 
the next five years. This assumption leads to our conservative growth rate of 1.0-1.5% growth in 
total production capacity, mainly driven by slow technological innovation and workers becoming 
more efficient at producing graphite electrodes. Percent operating rate assumptions experience a 
similar 2020 drop to 56.5% from 79.7% in 2019, and slowly rise close to pre-COVID-19 levels at 
76.0% of operating capacity in 2024. COVID-19 has created considerable uncertainty for steel 
producers, GrafTech’s customer base, which leads to the lower expected operating rate in 2020, and 
then a slow 3-5% rise back to almost pre-COVID-19 operating rate levels by 2024.  
 
Percent of LTAs out of GrafTech’s total contracts rise in 2020 to 87% and slowly drop off to 35% 
by 2024 as management has stated that they expect to lose a considerable amount of LTA contracts 
with COVID-19. Management has guided that they expect to maintain 100,000-120,000 total LTA 
contracts into 2022, with that number dropping to 63,000 by 2024. This assumes that GrafTech will 
continue to lose LTA contracts into 2022, and GrafTech will be unable to receive new LTA 
contracts from other different EAF steel manufacturers, which we believe is highly unlikely given 
the benefit they bring to the customer and to GrafTech. Most of these LTA contracts that GrafTech 
is expected to lose, are replaced by spot contracts, in which the Company sells graphite electrodes at 
the market price.  
 
As stated before, LTA contracts trade at a premium to normal spot contracts, so assumptions for 
the pricing of these contracts are important to keep in mind. For our base case, LTA contract prices 
(per MT) drop to $9,450 per MT in 2020, slowly improve to $10,000 per MT by 2022 and then stay 
at this level. Before COVID-19, LTAs for GrafTech were priced at around $10,300, so this 
assumption shows prices returning to almost pre-COVID-19 levels by 2024. Non-LTA spot price 
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contracts are expected to drop to $5,600 in 2020 from pre-COVID-19 levels of $8,700 per MT and 
then slowly rise back to $7,000 per MT by 2023 as demand starts to increase from EAF steel 
manufacturers. The change in spot prices as well as a decrease in the percentage of LTAs 
subsequently cause a rise in non-LTA spot revenue to $830,973 from $94,520 in 2020. These 
estimates and assumptions are consistent with equity research reports from Morgan Stanley, Credit 
Suisse, BMO and RBC, and lead to revenue growth of -33.1% in 2020 (due to missed contract 
payments and bankrupt manufacturers from COVID-19), 2.3% in 2021, 12.5% in 2022, 4.5% in 
2023, and 4.6% in 2024.  
 
Base Case Valuation 
Using levered free cash flow to calculate an equity price for the perpetuity method in the base case 
provides a price target of $14.20 for GrafTech. The main drivers of this method were an aggressive 
paydown schedule as we expect GrafTech to be paying down its debt very heavily as the Company 
approaches a debt wall of $1.44 billion in 2025, as well as a 2.0% perpetuity growth rate. Using the 
calculated equity discount rate for GrafTech of 9.8% results in a present value of levered FCF of 
$1,223,087 and a present value of the terminal value of $2,608,018. The equity discount rate of 
9.8% used a more normalized risk-free rate historical figure of 2.5% with an equity risk premium 
from Damodaran of 6.0%, and a 1-year beta for GrafTech of 1.21 (all conservative estimates given 
the 10-year yield trades at 0.8% currently, and GrafTech’s historical beta is 0.9).   
 
Like the perpetuity method, the P/E exit method also used levered cash flows and the equity 
discount rate of 9.8% to arrive at the same present value of years 1-5 LFCF of $1,223,087. Using a 
P/E multiple of 5.0x to compute the terminal value, which is then discounted at the cost of equity, 
yields $2,129,379 as the present value of the terminal value. The price target for GrafTech using 
this method is $12.40. 
 
The next method uses an EV/EBITDA exit multiple to arrive at an equity price for GrafTech used 
unlevered free cash flows, a WACC of 7.5% to discount future cash flows to a present value UFCF 
of the projection period of $2,663,669, an EBITDA multiple of 4.5x, and a present value of 
terminal value of $2,807,907. This method produced an equity price of $13.80 for GrafTech. 
WACC of 7.5% was calculated using GrafTech’s cost of equity of 9.8% used in the perpetuity 
method, and a cost of debt of 5.0% with weights for debt and equity at 46.4% and 53.6% 
respectively. 
 
The EV/Sales exit method also used unlevered free cash flows and a sales multiple of 2.5x to 
arrive at a terminal value, which was then discounted at a WACC of 7.5%, to get a present value of 
the terminal value of $2,754,470, with a present value of UFCF for the projection period at 
$2,663,669, the same as in the EV/EBITDA method. The EV/Sales exit method produced a 
base case price target of $13.60.  
 
A football field analysis used a P/E multiple range from 3.0x-7.0x, an EV/Sales multiple range from 
1.5x-3.5x, ER report valuation ranges, 52-week H/L ranges, an EV/EBITDA multiple range from 
3.5x-5.5x, and a perpetuity growth range from 1-3%, indicating a general price target for our base 
case of around $13 (65% upside). 
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Conclusion 
 
GrafTech offers an opportunity to invest in one of the world’s largest producers of a key input in 
electric arc furnace steel, combining vertical integration and favorable contract structures to achieve 
industry-leading margins – yet remaining significantly undervalued compared to peers and the 
Company’s 2018 share prices. As steel market conditions improve in 2021 and 2022 and steel 
manufacturers continue to move into the EAF production of steel and away from BOF, and as the 
Company continues to pay down debt, we believe GrafTech’s shares will trade closer to those of 
graphite electrode peers.  
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Appendix 
 
Figure 1. Income Statement & Balance Sheet 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2. Cash Flow Statement and PPE Schedule 
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Figure 3. Working Capital Schedule 
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Figure 4. Equity Schedule 
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Figure 5. Debt Schedule 
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Figure 6. Interest Schedule 
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Figure 7. WACC Calculation 
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Figure 8. Case & Revenue Assumptions 

 



   
 

 22 

 
Figure 9. Bull Case DCF and Price Target Calculations 
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Bull Case Revenue Assumptions 
Bull case revenue changes are driven by a slight increase in production capacity expectations to 2.0% 
growth by 2024, a % operating rate of 58.0% in 2020 which increases to 82.0% by 2024 (still under 
pre-COVID-19 levels of 85.6%), % of LTA assumptions that indicate management can resign and 
maintain many of their current contracts leaving GrafTech with a 60.0% LTA % in 2024, compared 
to the base case of 35% in 2024. With the increased LTA %, and a rising LTA contract price (per 
MT), revenues grow at a much higher rate than in the base case. LTA contract prices (per MT) rise 
to $10,800 by 2024 (driven by more demand for EAF steel producers instead of BOF steel) and 
non-LTA market spot (per MT) prices rise to $7,900 in 2024 (still under pre-COVID-19 average of 
around $8200) both slightly higher than in the base case. Revenue subsequently grows at around 
11.0-13.0% from 2021 to 2024 after dropping 31.0% in 2020. 
 
Bull Case Valuation 
Our bull case’s higher revenue projections increase GrafTech’s free cash flows and lead to higher 
price targets in each method. In the perpetuity method, the present value LFCF of the projection 
period increases to $1,559,216 and the present value of the terminal value rises to $4,223,060. Our 
bull cases price target using the perpetuity method is subsequently raised to $21.4. 
The P/E exit multiple method uses the same $1,559,216 present value LFCF of the projection 
period, with a present value of the terminal value of $2,802,128, and a P/E multiple of 7.0x 
symbolizing sell-side analysts finally starting to see the benefits of GrafTech’s vertical integration 
and pricing it closer to other steel manufacturing peers, producing an equity value per share of 
$20.4.  
 
EV/EBITDA exit method using unlevered free cash flows in the bull case produces a preset value 
UFCF of the projection period of $3,015,851, a present value of the terminal value of $3,651,543, 
applying a 6x EV/EBITDA multiple so it is better priced relative to peers provides a price 
target of $23.0. 
 
EV/Sales exit uses the same present value UFCF of the projection period of $3,015,851 with a 
present value of the terminal value of $3,582,051, and the same EV/Sales multiple of 3x for a 
$20.8 price target.  
 
Football field analysis used a P/E multiple range from 5.0x-9.0x, EV/Sales multiple range from 2x-
4x, ER report valuation ranges, 52-week H/L ranges, EV/EBITDA multiple range from 5x-7x, and 
a perpetuity growth range from 1-3%, indicating a general price target for our bull case of 
around $20. 
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Figure 10. Base Case DCF and Price Targets 
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Figure 11: Bear Case DCF and Price Targets 
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Bear Case Revenue Assumptions 
Production capacity begins to decline in 2022 and continues to decrease by -2.0% in the following 
years. Operating rate % growth slows and does not return to pre-COVID-19 levels by 2024, 
reaching only 64% from around 80-85% pre COVID-19. The bear case's main driver is the 
assumption that management loses more LTA contracts than expected, dropping the % of LTA’s by 
2024 to 30% totaling only 41,000 LTAs while also forecasting for a drop in LTA contract prices (per 
MT) down to $9,400 in 2024 compared to $10,000 in the base. Current prices of LTAs are around 
$9,450, so the bear case assumes that prices for all contracts remain at current COVID-19 levels 
which we believe is highly unlikely. With these assumptions, revenue drops by -36.2% in 2020, rises 
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.6% in 2021, and then in the following years decreases by -1.5%, -14.3%, and -.5% in 2022, 2023, 
and 2024 respectively. 
 
Bear Case Valuation  
Our bear case’s lower revenue projections decrease GrafTech’s future cash flows and leads to lower 
price targets in each method. In the perpetuity method, the present value LFCF of the projection 
period decreases to $831,056 and the present value of the terminal value decreases to $538,003. Our 
bear cases price target using the perpetuity method is subsequently decreased to $5.1. 
The P/E exit multiple method uses the same $831,056 present value LFCF of the projection period, 
with a present value of the terminal value of $1,324,538, and a slightly lower P/E multiple of 3.5x, 
producing an equity value per share of $6.5.  
 
EV/EBITDA exit method using unlevered free cash flows in the bear case produces a present value 
UFCF of the projection period of $2,252,443, a present value of the terminal value of $1,797,809, 
with a slightly lower 4.0x EV/EBITDA multiple providing a price target of $7.8. 
 
EV/Sales exit uses the same present value UFCF of the projection period of $2,252,443 with a 
present value of the terminal value of $1,763,595, and a slightly lower EV/Sales multiple of 2.0x 
for a $7.1 price target.  
 
Football field analysis used a P/E multiple range from 2.0x-6.0x, EV/Sales multiple range from 1x-
3x, ER report valuation ranges, 52-week H/L ranges, EV/EBITDA multiple range from 3x-5x, and 
a perpetuity growth range from 1-3%, indicating a general price target for our bear case of 
around $6.5. 
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