CONCLAVIK — ADVERSARIAL ASSESSMENT

Not investment advice. Al-generated analysis — Altanest SAS accepts no liability for decisions based on this output.

Adversarial Assessment

INITIAL INPUT

I'm about to publish a bullish piece on European defence (Rheinmetall, BAE, Leonardo, Saab).
The thesis is NATO 2% GDP commitments plus the new German defence fund make this a
multi-year structural story, not a trade. What am | missing? Where does this thesis break?

Models: Claude Opus 4.6 (thinking), Grok 4.20 (thinking), GPT-5.4 (thinking), Gemini 3.1 Pro (thinking)
Duration: 9m 21s - Date: 2026-04-10 - Framing: Direct — analytical tone guidance disabled by user - Live Market Data

MARKET DATA - 2026-04-10 14:16 UTC

S&P 500: 6,835.12 +0.15% NASDAQ: 22,948.19 +0.55%

Dow Jones: 48,072.86 -0.23% VIX: 19.10 -2.00% [normal range]
US 10Y Yield: 4.311% US 30Y Yield: 4.914%

(DXY): 98.60 -0.23% EUR/USD: 1.17 +0.68%

GBP/USD: 1.35 +0.58% USD/JPY: 159.14 +0.31%

WTI: 98.20 +0.34% Brent: 96.02 +0.10%

Gold: 4,805.60 +0.28% Euro Stoxx 50: 5,939.62 +0.73%
FTSE 100: 10,616.46 +0.12% DAX: 23,903.79 +0.41%

PANEL VERDICT

Valid structural demand shift from 2% to 3.5% GDP core defence spending, but
investable opportunity is narrower due to valuation fragility, supply constraints, and
reduced addressable market ceiling.

Scenario Analysis

Bear (30%)
Ukraine ceasefire removes urgency leading to budget stalls at 2.0-2.1% GDP. Physical supply constraints
cap volume while FCF disappoints despite backlog growth. P/E ratios compress to 18-20x with RHM

falling to EUR 1,100 and LDO to EUR 43.
Key Conditions: German reform fails AND ceasefire occurs before year-end, probability rises to 40%
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Base (45%)

Budgets reach 2.2-2.4% GDP with German fund deploying on schedule. EPS meets forward estimates
with mild multiple compression offset by earnings growth. FCF conversion remains adequate above 70%
with RHM at EUR 1,550 and LDO at EUR 62.

Key Conditions: German reform passage AND no ceasefire before year-end

Bull (25%)

Debt-brake reform accelerates procurement while EU buy European mandate passes. 3%+ GDP path
becomes credible by 2028 with RHM delivering EUR 65+ EPS at 24-25x and LDO expanding EBIT margins
to 13%+. FCF conversion exceeds 80%.

Key Conditions: Reform passage + EU mandate + no physical supply disruption

DECISION FRAMEWORK

More likely a position-sized opportunity than sector call, but bull precondition of
German reform is currently unresolved and FCF conversion risk is underappreciated

Condition Required Current Status
German debt-brake Parliamentary passage enabling Pending Q2-Q3 2026 decision ? UNCLEAR
reform increased defence procurement

Sector price momentum Outperformance vs broader RHM -5.99%, LDO -4.88% vs DAX +0.41% X FAIL

market during defence upcycle

NATO spending Average actual spend above Approximately 2.0-2.1% estimated X FAIL
execution 2.2% GDP threshold

Disagreement Map

RHM valuation conviction at 26.1x forward P/E (2:2)

® Two models (unspecified) View 26.1x as justified by backlog visibility with EUR 2,044 target representing
+40% upside

® Two models (unspecified) View multiple as fragile where modest execution miss produces outsized
drawdowns

European capture rate of incremental defence spending (unanimous)

O Models (unspecified) Range of 45-60% capture rate assumptions with no hard data to resolve the gap

Publication recommendation given current risks (3:1)

@® Three models (unspecified) Endorse publication with appropriate caveats and risk disclosures
@® GPT-5.4 Does not endorse due to valuation fragility and TAM overread, driven by FCF risk concerns

What to Watch

German debt-brake reform parliamentary vote result
Timeframe: Q2-Q3 2026
- Passage enables base/bull case, failure validates bear case probability increase to 40%
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FCF/Net Income ratio below 70% for any major defence prime
Timeframe: Monitor quarterly earnings
- Triggers sell signal regardless of revenue growth - validates bear case margin compression

Quarterly order intake miss greater than 10% vs consensus for RHM or LDO
Timeframe: Each quarterly earnings cycle
- Invalidates backlog visibility thesis and triggers position exit

Ukraine ceasefire announcement or formal peace negotiations
Timeframe: Monitor ongoing through 2026
- Removes procurement urgency and shifts base case to bear case probabilities

NATO actual defence spending data showing sustained movement above 2.2% GDP
Timeframe: Annual NATO reporting cycles
- Confirms base case assumptions and validates bull case progression

Risk Flags

Panel agreement: 80%

® CRITICAL TAM overread from NATO 5% (1/4 models)

The consensus still leans too hard on the '5% of GDP by 2035' framing. Reuters Jan 2026 makes clear this is split into
3.5% core defence and 1.5% wider security-related spending; that extra 1.5% is not cleanly monetisable by listed
primes, so upside may be overstated.

® HIGH Margin execution at scale (1/4 models)

Thesis assumes =12% EBIT holds during 3-5x production ramp; labour/supply bottlenecks could compress
200-300bps, turning 26.1x RHM into 16% drawdown even on +10% EPS (calculation: 55.74 1.1 20x = €1,226 vs
current €1,457).

® HIGH Election/political continuity (1/4 models)
2027 French/Italian cycles not stress-tested sufficiently; austerity platforms could stall appropriations below 2.2%
GDP, compounding ceasefire risk in bear case.

® HIGH Physical Supply Chain vs. Margin Risk (1/4 models)

Consensus frames execution risk primarily as margin compression (200-300bps). The actual failure mechanism is
absolute physical volume caps (shortages in nitrocellulose, propellants, skilled labor) pushing revenue recognition to
the right, triggering immediate P/E compression.

® HIGH Today's price action ignored (1/4 models)

Full deliberation record available separately.

Generated by Conclavik (conclavik.com) — Multi-Al Consensus Engine.

NOT INVESTMENT ADVICE. This report is generated entirely by artificial intelligence. It does not constitute investment advice, financial advice, trading advice, or any other form of professional
advice. Al models may produce inaccurate, incomplete, or misleading information. Any investment decision you make is your sole responsibility. Conclavik and Altanest SAS accept no liability

for losses arising from reliance on this output.
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