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Exponent (EXPO) 
Aug 26th, 2019

Moat Category 

Capital-Light Compounder
Fair Value Estimate 

-
Price  

$68.36
Enterprise Value 

$3.4bn

Moat Type 

Intangible Asset-Learning Curve
Economic Moat 

Wide
Stewardship Rating 

-
Market Cap 

$3.5bn

What does it do: “Exponent Inc is a United States-

based company that provides engineering and 

scientific consulting services on a project-by-project 

basis. The company's consultant team is composed of 

scientists, physicians, engineers, as well as business 

and regulatory consultants. The company currently 

operates through two segments. The engineering and 

other scientific segments, which accounts for the 

majority of revenue, provides servicing encompassing 

biomechanics, biomedical engineering, buildings and 

structures, civil engineering, construction consulting, 

etc. The environmental and health segment covers 

chemical regulation and food safety, ecological and 

biological sciences, environmental and earth sciences, 

etc. The company generates almost all its revenue 

from America.” (Source: Morningstar)

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018 Notes

Revenue $228m $380m CAGR of 5.8%

EBIT $33m $92m CAGR of 12%

Gross margin 90% 93%

EBIT margin 15% 24%

Net margin 10% 19%

Basic shares out 57m 53m

Assets $207m $469m

Equity $150m $314m Company has always been 
debt free.

ROIC (EVA) 20% 39%

EVA Spread 13% 33%

Past 10-year performance metrics
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Wide Moat Checklists

Competitive Strengths Does EXPO 
have it? Evidence

Product or service is needed or 
desired (and will continue to do 
so)

.

Companies need engineering and scientific consultancy services.

Product is perceived by its 
customers to have no close 
substitute

 

Exponent is a well known brand in its industry. 
However, more evidence is required to know the competitive 
landscape of the market.

Product is not subject to price 
regulation .

Industry is not heavily regulated in regards to pricing.

Strong barriers to entry

.

Very little capital is required for a new entrant. Single largest 
“asset” needed to operate is a group of widely talented, 
experienced employees. The largest barrier to entry to overcome 
are the learning curve benefits that incumbents possess.

Loyal customers

.

Customers experience some lock-in with Exponent. It is time-
saving for a client to return to Exponent for future projects 
instead of choosing a competitor’s service, because Exponent 
would already have covered much of the groundwork of 
knowing the legal details of their firm.

Low risk of technological 
obsolescence .

Exponent is in the knowledge and research business, with low 
risk of technological obsolescence. 

Abundant growth possibilities

.

As the complexities of technology grow all over the world the 
demand for services that Exponent provides increases. Demand 
from developing nations will also rise as they start to adopt 
newer technologies. 

Limited capital requirements . Asset-light industry.

Significant and growing free 
cash flows (and EVAs)

.

The industry has a long runway ahead as technological 
complexities grow, and Exponent is likely to continue being a 
major player. 
More research needed to study Exponent’s growth plans.


