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Investment Thesis Target Price $91-100

The Henry Fund is giving MasTec (MTZ) a buy rating with a 9.86% upside over 
the next year. We believe that the company is well positioned to capitalize on 
the need for high-speed internet, connectivity, broadband and data 
transmission due to the push towards high-technology societies and the 
implementation of AI in everyday life. Furthermore, there are strong 
opportunities for renewables advancement and carbon reduction systems. 

Drivers of Thesis

As the U.S. experiences a green transition, there is strong demand for solar, 
wind, and geothermal energy production. This will require new 
infrastructure to store and accommodate new supplies, driving our 
forecasted 35% growth in the Clean Energy & Infrastructure segment.

The movement towards electric vehicles will, similarly, require new 
technology and systems to accommodate the increased demand for public 
and in-home charging stations. 

Strong desire for highspeed connectivity in rural areas, requiring new or 
enhance 

the requirements.

Risks to Thesis

The Henry Fund currently forecasts that the probability of a recession is 
66% in the next 6 months. If the economy were to enter a recession or 
interest rates remained elevated, companies may delay or cancel large 
projects, hurting cash flow and shrinking their backlog.

Henry Fund DCF $100
Henry Fund DDM $70
Relative Multiple $91
Price Data
Current Price $84.39
52wk Range $62.36-123.33
Consensus 1yr Target $119.27
Key Statistics
Market Cap (M) $6,655
Shares Outstanding (M) $78.8
Institutional Ownership 75.3%
Beta 1.43
Dividend Yield N/A
Est. 5yr Growth -37.1%
Price/Earnings (TTM) 224.8x
Price/Earnings (FY1) 16.7x
Price/Sales (TTM) 0.6x
Price/Book (mrq) 2.5x
Profitability
Operating Margin 2.07%
Profit Margin 0.34%
Return on Assets (TTM) 1.70%
Return on Equity (TTM) 1.26%

Earnings Estimates
Year 2019 2020 2021 2022 2023E 2024E
EPS

HF est.
$5.22 $4.43 $4.54 $0.45 $4.19

$4.96
$5.52
$7.97

Growth 58.18% -15.13% 2.48% -90.09% 831.11% 31.74%
12 Month Performance Company Description

MasTec is a leading infrastructure construction 
company focusing on five main reportable 
segments: Communications, Clean Energy and 
Infrastructure, Oil and Gas, Power Delivery and 
Other. Primary operations include engineering, 
building, installation, maintenance and upgrade of 
communications, energy, utility, and other 
infrastructure. The other segment includes power 
delivery services, wireline/fiber activities, power 
generation, pipeline distribution, Heavy civil, 
infrastructure, and environmental remediation. 
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COMPANY DESCRIPTION

MasTec is a leading infrastructure construction company 
focusing on five reportable segments: Communications, 
Clean Energy & Infrastructure, Oil & Gas, Power Delivery 
and Other. Primary operations include engineering, 
building, installation, maintenance and communications 
upgrades, energy, utility, and other infrastructure. Other 
includes power delivery services, wireline/fiber activities, 
power generation, pipeline distribution, heavy civil, 
infrastructure, and environmental remediation projects.1

Source: MasTec 10-K

MasTec operates throughout North America, primarily in 
the United States, with approximately 800 locations with 
32,000 employees. only 
2% comes from foreign operations, which include 
primarily Canada, and also Mexico. Below is a map 
featuring prior successfully completed projects that the 
company highlights on the website. 1

Featured Projects 

Source: MasTec 

name and other service marks to a diverse customer base. 
Their services are mainly provided under master service
and other service agreements that typically span multiple 
years. Alternatively, other contracts are generated for 
specific projects requiring complete construction or 
installation of entire infrastructure systems or a specified 
segment of a system. The company is driving growth and 
diversification through both organically and with the use 
of acquisitions and strategic arrangements. 

Communications

The Communication segment is 
accounting for $3,233.7 million or over 33% of total
consolidated revenue. From the prior year, this segment 
grew by 27% driven partially by acquisitions that 
contributed $151 million of increased revenue and organic 
growth that accounted for $531 million, or 21% of total 
growth. In the model, the Henry Fund believes that this 
organic growth will continue to support revenue 
generation. In 2023, we anticipate that the 
Communications segment will grow by 25% due to 
increased private investment in telecommunications 
infrastructure. 7 Continual upgrades and maintenance are 
needed to support the rapid growth in the usage of 
streaming and smart technologies, artificial intelligence, 
and advanced data services. This trend will continue in the 
future, which supports our forecast of 20% growth in 2024, 
and 15% in 2025. 7 Eventually, we forecast that this growth 
will slow down to 5.50%, which aligns with the U.S. wire 
and cable market growth over this time frame before 
dropping off to 2%. Furthermore, beyond developing 
existing infrastructure, MasTec is well positioned to bring 
these technologies, and 5G wireless broadband 
connectivity to rural America for the first time. 1

Power Delivery 

The Power Delivery segment, which second 
largest segment focuses on electrical transmission and 

The grid supplies electricity to homes and businesses from 
electric generation facilities by transmitting energy to high 
voltage transmissions lines to substations and finally to 
distributions lines. In 2022, revenue for this segment was 
$2,725 million, which is a 168% growth YOY. Acquisitions 

33%
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28%
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supported this entire revenue expansion as organic 
growth decreased 7% from 2021 due to project timing and 
project activity. The Henry Fund anticipates that this
segment will increase 30% YOY. 7 We anticipate that
MasTec will continue to look for acquisitions to grow the
segment; however, there is strong demand stemming 
from the need to secure the grid and harden it against man 
made and natural disasters.1 MasTec will be able to 
capitalize on the need for significant maintenance and 
expansion to ensure that the population is able to receive 
reliable and affordable power supply. 

Furthermore, there will need to be expanded capabilities 
due to new sources of electrical generation such as wind 
and solar. These projects are typically located in more rural 
areas away from where the produced electricity is needed. 
This new source of energy will require updated storage
capacity and infrastructure. 

Clean Energy Infrastructure

The Clean Energy Infrastructure segment is the third 
largest segment with $2,618.6 million in revenue in 2022, 
accounting for 
62% of the $754 million revenue increase from the prior 
year has resulted from acquisition growth. The slight 
organic growth was driven by higher levels or project 
activity and mix. 1 In the model, the Henry Fund believes 
that this segment will grow by 35% in 2023 and 25% in 
2024.7 Forecasted growth rates are supported by the push 
for new environmental projects that the Inflation 
Reduction Act (IRA) has incentivized. Thes IRA incentives 
span through 2031, which is why growth tapers down to 
2% as the incentives for these investments near the end.
The company forecasts that this segment will expand to 
account for 40% of the total revenue over the next several 
years. We feel that with the Inflation Reduction Act 
incentivizing clean energy projects through at least 2025,
MasTec is well positioned to help companies establish the 
infrastructure needed for these projects. 1 Additionally, we 
believe that there is a chance that the IRA will extend these 
incentives beyond 2025. 

Oil and Gas

MasTe construction and 
maintenance services for pipeline distribution for natural 
gas pipelines, carbon capture sequestration, water 
pipelines and pipeline integrity services, which includes
replacement and rehabilitation of aging infrastructure for 

the energy and utilities industries. Oil and Gas is the 
smallest segment accounting for $1,219.6 million in total 
revenue in 2022, representing a 52% decrease from the 
prior year. The overall organic decrease of 69% was netted 
against increased revenue from acquisitions that occurred 
over the year. The decline was driven by fewer new large-
scale oil and gas infrastructure projects, which could be 
attributed to the decline in oil prices since the peak of $123
in March of 2022. 1 Since then, oil prices have declined 
overall, but recently have crept back up to around $87 for
WTI crude spot prices. While this is below the recent peak, 
it is significantly elevated compared to the historical 
average price per barrel. The recent production cuts in 
OPEC+ countries like Saudi Arabi and Russia are helping 
keep the prices elevated, which could help this segment in 
the short term if companies are still looking to expand 
their production infrastructure while prices are elevated. 
Because of this, we expect this segment to grow 10% in 
2024, decline to 3% and then increase again to 8% in 2026 
and 2027. While oil prices are not anticipated to remain as 
strong as they were in 2022 and 2023, oil and gas 
companies will be able to continue capital investments 
due to the strengthened balance sheets. 

Other 

Other segment is a very small segment that is 
used to group certain equity investors, the services that do 
not fit in the other broad reportable segments, and other 
small business unites that perform construction and other 
services for certain international end markets. In 2022, 
there was no revenue from this segment. In 2021, Other 
accounted for $0.0 million. Furthermore, because of this 
we forecasted that there will be no revenue stemming 
from this segment moving forward. 1

Cost Structure Analysis

and can be 
further analyzed by each segment. The main costs 
impacting the business are salaries, employee incentives
and benefits, subcontracted services, equipment and 
facility rentals, repairs, dule and other equipment 
expenses, materials costs, parts, supplies and insurance 
expenses, which have all been adversely impacted by the 
inflationary market.
depreciation and amortization increased 26% from 2021 
to 2022. Most of this was attributable to higher levels of 
revenue, but a small portion was due to lower levels of 
productivity. A key driver for the change in the cost of 
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revenue is a factor in the segment revenue mix. In 2022, 
less revenue was derived from the Oil and Gas segment, 
which has the highest EBITDA margin. Acquisitions and 
integration costs have also expenses. 1

The Oil and Gas segment can convert 13.41% of its revenue 
into operating profit, giving it the highest EBITDA margin. 
The EBITDA margin of the Communications segment is 
10.12%, which is the second highest slightly behind Oil and 
Gas. The Power Delivery gin is 7.45% and, 
finally, the Clean Energy segment has the lowest EBITDA 
margin at 3.93%. As renewable energy technology has 
progressed, the manufacturing cost of wind turbines and 
solar panels has decreased in recent years and is expected 
to continue to decline in the future. 1 Overall, we forecast 
that the cost of goods sold will be 85.60% over the forecast 
period. However, recent supply chain disruptions have 
resulted in increased costs for some of the materials 
necessary for solar projects which could impact the ability
to complete them in the short term. 

Source: MasTec 10-K

In some cases, MasTec may agree to include all, or part of 
the materials required for the project, which would lower 
the overall margin since material margins are lower than 
labor margins. However, MasTec typically requires that 
their customers supply their own materials for the projects 
which help eliminate price risk associated with these 
items. 1

Based on the fixed price master service and other service 
agreements that are used for a significant portion of the 

MasTec sets the price of their service 
based on a per unit or aggregate basis. Therefore, the 
company bears the risk of mispricing the job and may 
underestimate costs associated with the project. 1 Part of 

accurately judge the required cost to complete a project. 
Occasionally, the company needs to bring claims against 
project owners to adjust for costs that exceeded the 
contract price or for costs that were not included. 1 The 
company could face a reduction in profit if they are unable 
to document and prove order changes or claims realized 
from events such as owner-caused delays or deviation 
from the initially proposed project scope.

Additional Company Analysis

Contract Structure 

MasTec generally utilizes master service and other service 
agreements that usually cover multiple years. In 2022, 
revenue from these types of agreements consisted of 51% 
of total consolidated revenue compared to 36% in 2020. 
This type of contract provides various service options in a 
specific geographic region. These services then can be 
utilized on an as needed basis and are priced using either 
a time and materials or a fixed price per unit basis. The 
remaining contracts are contracts for specific projects that 
require the installation and construction of an entire 
infrastructure system or specified segment within that 
system. These contracts are subject to fixed pricing, unit 
pricing or cost-plus markup options. 1

Source: MasTec 10-K

These master service agreement orders range from 
services such as engineering, project management and 
installation to maintenance and service upgrades. Master 
service agreements are typically exclusive to a specific 
amount for each work order in a specific location. These 
types of contracts are frequently awarded based on 
competitive bids but will sometimes get contract 
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extensions without a rebidding process. The increase in 
revenue from these contracts may provide some stability 
for the company as they guarantee business over a certain 
number of years for the company. 1 Additionally, it shows 
their competitive strength if they can outbid other service 
providers. Overall, we believe that MasTec will be able to 
structure more business as a long-term service agreement 
as more major projects come on-line with support from
the IRA. 

Employee Model

In 2022, MasTec had an average of 30,000 employees, with 
about 23% being represented by unions or were subject to 
collective bargaining agreements. While these collective 
bargaining agreements prohibit strikes and work 
stoppages, the company cannot be certain that this will 
not occur despite the prevailing agreement terms. 1 A work 
stoppage could negatively impact MasTec and could cause 
them to lose business. These stoppages are not only costly 
to MasTec, but also can have significant liquidity impacts 
for the customer that MasTec is serving. As union 
contracts expire, there is the risk that new agreements
may not be reached, and strikes may occur. Additionally, 
this employment model requires the company to 
participate in multi-employer pensions plans. As of 
December 2022, some of the multiemployer pension plans 
that MasTec participates in are underfunded. Because of 
this, the company may have to increase their contribution 
if the IRS imposes a non-deductible excise tax of 5% of the 
amount of the accumulated funding deficiency. 
Additionally, there are further liabilities in the event of a 
complete or partial withdrawal from, or upon termination 
of an underfunded U.S.-registered multiemployer pension 
plan. The number of union employees at any given time 
and the plan they participate in depends on the location 
and number of ongoing projects and the need for union 
resources in connection with those projects. Below are the 
dollar amount contributions in millions. 1

Plan Covered
Employees 

(low)

Covered 
Employees 

(high)

Pension Other Total

2022 6,601 7,136 89.0 56.3 145.3
2021 2,412 6,979 94.0 34.1 128.1
2020 1,119 2,412 30.0 7.5 37.5

Source: MasTec 10-K

Significant Customers

During the last fiscal year, MasTec has had a well-
diversified customer base with no customer accounting for 
greater than 10% of the total consolidated revenue. 
However, this has not always historically been the case for 
the company as 16% of total revenue was from Enbridge, 
Inc. in 2021. Enbridge is an energy delivery company in 
North America that focuses on liquids pipelines, natural 
gas pipelines, gas utilities and storage and renewable 
energy.3 MasTec has had various pipeline construction 
contracts with Enbridge, which are reported in the 

. In 2021, MasTec 
supported , which 
replaced the previous Line 3 that had become corroded 
and cracked and required substantial maintenance. The 
$2.9-billion U.S. portion of the Line 3 Replacement 
Program, known as the Line 3 Replacement Project, 
consists of replacing existing 34-inch pipe with new 36-
inch pipe for 13 miles in North Dakota, 337 miles in 
Minnesota, and 14 miles in Wisconsin.3

Source: Enbridge

AT&T represented 15% of total revenue in 2020 based on 
multiple separate master service and other agreements. 
These contracts covered installation and maintenance 
services for wireless, wireline/fiber and other initiatives. 
Revenue from these contracts with AT&T was reported in 
the Communications segment. 1

Leases

To provide their services, MasTec enters into agreements
that provide financing for machinery and equipment. As of 

have remaining
terms of up to 16 years and can be renewed if elected, 
extending the terms for one to five years for both 
equipment and facility leases. The following table shows 
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s current leases and the contractual payment 
obligations. The combined value of the leases represents
approximately 53% of total contractual payments, which 
includes obligations from senior notes and term loans that
the company will have to pay over the next year. 1

<1 Year 1-3 
Years

3-5 
Years

>5 
Years

Total

Finance 
Lease

$163.1 $207.0 $40.8 $3.6 $414.5

Operating 
Lease

$102.0 $132.0 $51.8 $31.9 $317.7

Source: MasTec 10-K

Strategy

MasTec has 4 main key elements that encompass their 
business strategy: Focus on Growth Opportunities, 
Operational Excellence, Effective Capital Structure 
Management and Leverage Core Performance and 
Expertise through Strategic Acquisitions.

The first element, Focus on Growth Opportunities, hinges 
on the idea that MasTec anticipates spend growth by the 
customers they serve. The company plans to use their 
geographic presence, technical ability, and resources to 
benefit from these trends. This strategy can be seen 
through the recent acquisitions over the past 
year that will help drive company growth and meet the 
infrastructure expansion demands. 

Next, MasTec aims to appropriately manage their profit 
margins and cash flows through their Operational 
Excellence strategy. The company seeks to identify
leverage opportunities to enhance utilization and
effectiveness. The company does this by deploying 
resources across multiple customers and projects. This 
element also entails managing information systems and 
human capital to be as efficient as possible. 

Effective Capital Structure Management has allowed the 
company to achieve an investment grade credit rating in 
2021, which has been maintained even as the company 
has increased its leverage in the prior year to finance 
acquisitions. The company feels that they have sufficient
resources to maintain this rating. As of 2022 year-end,
MasTec has $861 million in borrowing available from is 
revolving credit facility, with aggregate borrowing 
commitments of approximately $2.3 billion under the
senior unsecured credit facility. 

Finally, the key element of Leverage Core Performance and 
Expertise through Strategic Acquisitions has focused 
MasTec on identifying and pursuing strategic investments
that allow them to reach a broader market. 1

Competitive Strength 

MasTec has a diverse customer base, which includes some 
of the largest communications and energy companies in 
North America. These proven relationships have helped 
the company to be recognized as the preferred vendor for
their customers. Furthermore, MasTec has a reputation 
with these customers for providing high quality customer 
care in addition to a wide pool of services. This broad base 

overly concentrated 
or dependent on one customer. 

While MasTec primarily operates in the Unites States and 
Canada, they have a widespread footprint, making their 
services accessible across the nation and providences. The 
company has been in service for 90, which means that 
there is generational expertise, giving them a strong 
advantage when pricing jobs and identifying project costs. 

MasTec can respond quickly to change by strategically 
deploying their employees and assets where they are 
needed to maximize efficiency. The company has a proven 
track record with large-scale projects in varying geographic 
locations to meet their demands. Being able to 
promptly recognize market, industry and technological 
changes will allow the company to grow and be prepared 
to take on new opportunities that we are seeing in green 
technology and connected communities. 1

Backlog

entails the revenue that it expects 
to realize over the next 18 months from future work on 
uncompleted contracts including new contracts where 
work has not begun and revenue from change orders and 
renewal options. The backlog is determined based on 
historical trends, anticipated seasonal impacts and based 
on insights from comparable prior projects. Based on 
current expectations, the company forecast that they will 
realize approximately 75% of the estimate year-end 2022 
backlog in 2023. 1 The healthy backlog shows that the 
company has excess demand beyond its capacity in 2022 
that it can still realize. 
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Source: MasTec 10-K

After dividing 2022 backlog by 2022 revenue, we 
can estimate that the company has 1.33 worth of 
projects left to be completed. 1 When applying this 
methodology to prior years, we see that 2022 has slightly 
more years worth of backlogged projects than in 2021.

Debt Maturity Analysis

MasTec has $600 million in aggregate principal amount of 
4.50% senior unsecure notes due August 15, 2028. The 
interest payments are due semiannually in arears on 
February 15th and August 15th of each year. 

The $300 million aggregate principal 6.625% Senior Notes 
were assumed after the consummation of the October 
2022 acquisition of IEA Energy Services. These unsecure 
notes mature on August 15, 2029. On or after August 15, 
2024, the IEA Senior Notes can be redeemed at any time 
by the IEA Issuer at specified redemption prices, expressed 
as percentages of principal amount, of 103.3% declining 
over a two-year period to 100%.1

maintain a maximum consolidated leverage ratio of no 
more than 3.50 as of the end of any fiscal quarter. If a 
permitted acquisition has consideration exceeding $100 
million during the first quarter, the leverage ratio may 
temporarily be increased up to 4.00 during that fiscal 
quarter. Such rights may be exercised no more 
than two times during the term of the Credit Facility.
However, the company is targeting a leverage ratio of 2x, 
which they are on track to meet for year end. The balance 
sheet currently shows $900 million in liquidity, which 
ensures that they will be able to meet their debt 
obligations over the next few years. 1

Fiscal Year Payment ($mil)
2023 $171.9
2024 144.2
2025 519.1
2026 1,274.1
Thereafter 884.8
Total $3,241.7

Source: MasTec 10-K

According to S&P Rating, MasTec currently has a BBB-
rating and has been at this level through 2022 as well. 
When looking at the $171.9 due in 2023, MasTec has the 
cash to cover these payments. Based on our forecasts, 
MasTec should be able to meet these payment obligations. 
However, it is important to note that MasTec does have a 
lower rating compared to some of its peers. 

Company Debt Rating
MasTec BBB-
Dycom Industries BB
ChampionX BB+
MYR Group N/A
Jacobs Solutions BBB-

Source: FactSet

ESG Analysis

MasTec strives to be operate in a safe, inclusive, and 
responsible manner to benefit all of their stakeholders. 

The company believes that sustainability is a core aspect 
of their mission and is guided by the Sustainability 
Accounting Standard Board for the Engineering and 
Construction Services Industry and the Task Force on 
Climate-Related Disclosures.

With its services in renewable energy infrastructure, 
MasTec is helping the Nation achieve its sustainability
goals through their expertise in wind, solar, biofuels, 
waste-to-energy and biogas, cogeneration or combined 
heat and power projects, gas and hydrogen-fired power 
projects and battery storage

Transporting oil and gas products reduces carbon
emissions compared to rail or truck and represents the 
recent trend of decarbonization and emission reduction 
sought by both corporations and governments. This 
demand will lead to the development of more carbon 
capture technology, biofuel generation and electricity 
generation using environmentally friendly hydrogen fuel. 
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As the market demands these sustainable solutions,
MasTec will capitalize on the need for new, advanced 
systems. 

To
evaluating technology that will allow them to measure and 
manage their climate-related matters such as greenhouse 
gas emissions. So far, the company has implemented GPS, 
smart idling, and other technology in 80% of their fleet
operation to help manage fuel usage and efficiency.1

of their ESG rating. This is in part due to the nature of the 
construction industry. 

Source: Sustainalytics

As shown in the table below, peers also have a similar ESG 
rating compared to MasTec based on Sustainalytics. 

Company ESG Score Rating
MasTec 36.3 High Risk
Dycom Industries 37.4 High Risk
ChampionX 23.3 Medium Risk
MYR Group 33.5 High Risk
Jacobs Solutions 23.1 Medium Risk

Source: Sustainalytics

RECENT DEVELOPMENTS

Recent Earnings Announcement

On August 3, 2023, MasTec reported their second quarter 
2023 financial results with updated guidance for the year. 
The company reported that in the second quarter revenue 
increased 25% over the same quarter last year to $2.9 
billion. The results also included GAAP Net Income of $16.8 
million. Adjusted diluted earnings per share were $0.89 
and were $0.03 higher than expectations. This growth is 
attributed to strong financial performance over the 
comparable period last year in addition to the impact of 
the acquisition of Infrastructure and Energy Alternatives
(IEA). The updated guidance for the full year has been 

revised from $12.7 billion to $13.0 billion in revenue, GAPP 
Net Income of $111 million to $141 million. Earnings per 
share were revised down from $4.35-$4.85 per share to 
$3.75-$4.19 per share. , noted 
that all segments had improved margins this quarter 
compared to the comparable quarter last year, but noted 
that as margins improved, there was also tighter 
management of CAPEX by several customers.

Compared to guidance, the Henry Fund forecasts slightly 
optimistic earnings of $4.95 per share. While our revenue 
forecast is in line with management expectations, we 
forecast better margins. 7

COVID-19 Impact

During the COVID-19 pandemic all companies faced 
unprecedent challenges. MasTec prioritized the safety of 
its employees during this time to ensure that they stayed 
safe and healthy. Benefits and other programs were 
expanded during the pandemic to assist with medical and 
mental health. 

An additional challenge faced by MasTec due to its 
operations was the impacts COVID-19 had on the oil and 
gas markets. While this market experiences regular 
volatility, the pandemic created a period with overall less 
oil demand as people stayed home and most travel was 
limited. These types of market disruptions and volatility
can impact projects and lead to delays or cancellations. 

Finally, since the pandemic, there have been supply chain 
disruptions that have impacted numerous industries. We 
now believe that these disruptions are easing; however, 
may still pose a threat or potential delays due to backlogs 
and other challenges. 1

Recent Mergers and Acquisitions 

On October 7, 2022, MasTec completed the acquisition of 
Infrastructure and Energy Alternatives, Inc. IEA is one of 
the largest utility-scale renewable energy infrastructure
solution providers in North America. Jose Mas believes 
that this acquisition will allow the company to expand their
construction and maintenance capacity in the country as 
we move towards a carbon-neutral economy.6 While 
MasTec has completed 30 acquisitions, including four over 
the last five years, the largest was the acquisition of IEA, 
which was purchased for $1.1 billion.9
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INDUSTRY TRENDS

Smart Cities

business and homes with real-time visibility, insights, and 
controls over products and services. In order to function, 
cities use the Internet of Things, artificial intelligence and 
cloud storage to efficiently manage and operate city 
resources. Examples of this technology includes things like 
Wi-Fi kiosks, smart lighting solutions, utility meters, smart 
traffic management systems, video sensors and weather 
sensors, drone sensor for public safety and radio
frequency identification sensors in the pavement. This 
technology is possible from the development of increased 
data speeds and capabilities. However, to extend this full 
scale into society, it will require the enhancement of 
current systems and may foster the expansion into rural 
areas as well. Similarly, the idea of Smart Homes allows the 
public to implement similar technologies into their home 
with connected cameras, video doorbells, security systems 
and other features such as lighting and energy 
management and entertainment controls. 1

Deloitte Insights notes that b
cities are expected to account for 60% of global GDP, yet 
this growth can strain the environment and the people in 
it. Explosive growth pressures the resources in each area, 
but it can be managed through smart actions and 
decisions, which is the main driver behind Smart Cities.10

Electric Vehicles 

Another trend that will alter the energy demand is the 
usage of electric vehicles and the need for charging 
stations. 1 Currently there is a higher concentration of EVs 
in cities and urban areas. These locations will experience a 
significant increase in local peak loads as a single EV can 
easily double peak consumption at the individual-
household level. Since most people will charge their EV at 
a similar point in the day, unmanaged substations will 
eventually push local transformers beyond their capacity, 
which will require upgrades.4 As shown in the chart below, 
consumers indicated the source of charging for EVs, and 
over 51% of people in the United States claim they were 
only going to utilize the regular power grid, with other 
using a mix of alternative power sources like solar and the 
regular grid. Even if only half of the EVs are charged on the 

regular grid, there could be infrastructure limitations in 
highly populated areas.

Source: Deloitte

Carbon Capture

Carbon Capture, Utilization and Storage captures the CO2 
generated from industrial facilities that use fossil fuels in 
their production. Rather than release this greenhouse gas 
into the atmosphere, it can be utilized by the plant, 
transported elsewhere or stored underground. Currently, 
in the United States, CO2 utilization routes can benefit 
from the 45Q tax credit, which is valued at $60 per ton of 
CO2, providing that emission reductions are verified. In 
2023, the Clean Fuels and Products Shot aims to reduce 
emission in chemical and fuel industry by 85% by 2035. 
These types of programs are accelerating the adoption of 
this technology, which MasTec can construct and develop 
for its customers.5

Source: Fortune Business Insights

The chart above shows the rapid growth in the global CCS 
market, while MasTec will not serve the global market, 
there will be plenty of opportunity throughout its North 
American reach. Furthermore, we believe the incentive 
programs are going to drive growth and rapid expansion in 
the 10 years while the program is running; however, 
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services will be needed to maintain and repair 
the established infrastructure built because of benefits 
from the Inflation Reduction Act. 

MARKETS AND COMPETITION

Competitive Rivalry 

The Infrastructure Construction industry is highly 
fragmented. According to IBIS World Wireless Tower 
Construction in the US report, MasTec accounts for 7.6% 
of the market share by revenue, Dycom Industries makes 
up 12.3% and other companies account for the other 
80.1% of the market share.11

Supplier Power

When dealing with construction infrastructure, there are 
oftentimes many items that may have long lead times to 
provide. Contractors typically have long-term agreements 
with suppliers, which can make it difficult to switch 
providers, especially if only one party is able to produce 
that item needed for the projects. 11

Buyer Power

In this industry, prior relationships can have a substantial 
impact on contract awards. Customers seek companies 
that have a reliable reputation and provide exceptional
customer service. 11

Threat of Substitution

substitution than others. For example, oil and gas 
construction activity could slow if the transition away from 
fossil fuels accelerates in the coming year. However, losses 
could be offset by gains in the Clean Energy Infrastructure 
segment. Additionally, wireless communication towers 
could face pressure from satellite telecommunication 
providers. While wireless towers traditionally offer higher 
bandwidth and lower latency at more affordable prices, 
SpaceX
technology. 11

Threat of New Entry 

Barriers to entry are moderate, however, they are trending 
higher. There are multiple challenges limiting the number 
of companies breaking into this industry. These challenges 
include legal obstacles, high start-up costs, differentiation,
and intense labor requirements. 11

When building wireless towers, there is regulation from 
the Federal Communication Commission, Federal Aviation 
Administration and Occupational Safety and Health 
Administration. Starting a company also is very capital 
intensive as it requires equipment and infrastructure, 
licensing and permitting along with skilled employees who 
understand the engineering behind these towers.1

Peer Comparisons

Along with the construction infrastructure industry being 
highly fragmented, MasTec also performs a wide array of 
services giving them a unique peer group. 

Dycom Industries 

Dycom Industries is a leading provider of specialty
contracting services to the telecommunications 
infrastructure and utility industry focused on the United 
States. While Dycom offers similar engineering, 
construction, maintenance, and installation services as 
MasTec, there was a noticeable lack of interest in new 
growth surrounding renewable infrastructure projects. 
We believe this is a strong area of differentiation from this 
company and will also provide MasTec with a unique 
position to capitalize on this new growth earlier and faster. 

Dycom has more than 40 operating companies that serve 
customers across 49 states. On an employee basis, MasTec 
has over 2x the number of employees. Dycom is highly 
concentrated in their customer base with the top 5 
customers accounting for 66.7% of total contract revenue. 
Approximately 25.2% of total contract 
revenues are from AT&T Inc., 12.7% from Lumen 
Technologies Inc., 11.3% from Comcast Corporation, 9.1% 
from Verizon Communications, Inc., and 8.5% from 
Frontier Communications Corporation. In 2020, AT&T 
accounted for
this is the only overlap of customers based on what was 
noted by each Dycom and MasTec. 

ChampionX

ChampionX is a company specializing in technologies 
focused on helping support companies in oil and gas 
production, transportation, and emission monitoring. This 
company is comparable to the oil and gas segment of 
MasTec as it does not offer any of the additional services. 
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MYR Group 

MYR Group is a holding company of specialty construction 
service providers serving electric utility infrastructure, 
commercial and industrial construction markets
throughout the United States and Canada. The company 
reports its revenue through two main segments: 
Transmission and Distribution and Commercial and 
Industrial. 

Jacobs Solutions, Inc. 

Jacobs provides full-service consultation, technical, 
engineering and project delivery for the government and 
private sectors. The company previously focused on 
innovation and continued transformation to build their 
positions as a leading provider but has pivoted to a new 
strategy centered around leadership on sustainable, high 
growth sectors. The identified targets have been Climate 
Response, Consulting and Advisory and Data Solutions. 

ECONOMIC OUTLOOK

Real GDP Growth 

The current Henry Fund consensus for real GDP growth is 
2.55%.7

as there will be stronger demand for upgrades to high 
technology systems in both homes and businesses which 
will further the need to develop internet speeds and 
broadband capacities. Furthermore, GDP growth will drive 
energy usage and will help boost the transition to clean, 
renewable energy systems, providing a new opportunity 
for MasTec. 

Interest Rates

If interest rates remain elevated, there could be project 
cancellations or continued delays because financing is too 
expensive for companies to commit to these long-term, 
capital-intensive projects. Higher rates have also impacted 
the cost of borrowing for MasTec which would limit them 
from taking on more debt.

Unemployment Rate

The current unemployment rate in September 2023 is 
3.8%. During periods of low unemployment, business may 
have to increase wages to attract and retain skilled labor.
The Henry Fund believes that unemployment rates will be 

4.05% in the next 6 months and will then drop to 3.97% 
over the next two years.

Source: Federal Reserve Bank of St. Louis

VALUATION

Revenue Growth

The Henry Fund forecasts that the highest revenue growth 
will stem from growth in the Clean Energy & Infrastructure 
segment with a 35% increase YOY. 7 This aligns with 
company guidance that this segment will significantly
expand and 
revenue. In the 3 months ended June 20, 2023, revenue in 
this segment increased 96% with the acquisition of IEA 
contributing all of the growth. We are forecasting that this 
strategic acquisition will continue to drive growth in this 
segment in addition with the push for an accelerated clean 
energy transition from the public and governments.

Overall, we anticipate consolidated revenue to grow 
27.25% YOY compared to 22.97% in 2021 and 25.80% in 
2020. We feel that this growth is in line with recent 
historical rates while also representing additional growth.   

Cost of Operations 

We forecast the cost of revenue for MasTec will decrease 
compared to last year and return to levels closer to recent 
historical averages. This is in part due to easing supply 
chain disruptions and slightly lower commodity prices.

Earnings Estimates

Our earnings per share estimates are higher than FactSet 
consensus in 2023 and 2024. We are forecasting higher 
overall growth rates primarily stemming from expected 
growth in Clean Energy and Infrastructure. 7
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Capital Expenditures

We forecast capital expenditures to increase at 
a rate consistent with the historical average and the 
inflation rate over the forecast period. Last year MasTec 
had a 55% increase in CAPEX, which could be due in part 
to recent acquisitions. To maintain current levels of net 
property, plant, and equipment. MasTec has to invest a 
substantial amount into CAPEX because of the high levels 
of depreciation. 7

WACC Assumptions

To calculate our Weighted Average Cost of Capital (WACC) 
we used the assumptions below. Using these, we found a 
WACC of 8.47% for MasTec. 7

Risk Free Rate: The risk-free rate of 4.18% is from the 
yield of a 10-year U.S. Treasury Note as of September 1, 
2023. 

Beta: The beta used in the model for MasTec was found
using the FactSet adjusted 90-day beta. 7

Equity Risk Premium: The equity risk premium used in 
the report is 5.00%. This is consensus 
estimate. 7

Pre-Tax Cost of Debt: The pre-tax cost of debt for 
MasTec is from the yield of a 6.63% coupon bond maturing 
in July 2029. 7

Tax Rate: We used an implied marginal tax rate of 26.54% 
based on historical average. 7

DCF Valuation Model

Our Discounted Cash Flow (DCF) and Economic Profit (EP) 
model represented an implied price per share of $100 per 
share, which represents an upside of 9%. We utilized this 
value as the high end for our estimated valuation range. 7

DDM Valuation Model

The Dividend Discount Model derives an implied price 
based on the discounted value of forecasted futures 
dividends. This model resulted in a share price of $70 per 
share, which we utilized as our lower bound for the 
forecasted one-year target range. This model returns a 
much lower share price because MTZ does not pay a 
dividend. 7

Relative Valuation Model

Our Relative Valuation Model is based on multiples from 
the selected peer group described earlier in the report. 
This generated an implied share price of $100 per share 
using 2023 EPS.7

KEYS TO MONITOR

Overall MasTec has a strong business model with plenty of 
opportunities for growth due to their acquisition history, 
incentives for large scale infrastructure projects and the 
movement towards clean energy. However, there a few 

performance: 

Interest Rates: Rising interest rates could continue to 
delay project timeline and large capital investments 
across all Widespread delays
could impact 
meet its obligations. Increased rates could also 

Supply Chain Impacts: Even if rates fall and there is a 
strong demand for these projects, MasTec could be 
unable to provide their services if they are not able to 
obtain the materials needed to complete the project. 
Employment: Because MasTec utilizes some union 
labor, there is the risk that contract renegotiation may 
fall through once these terms are up for renewal. If the 
company cannot economically obtain skilled labor, this 

generate revenue. Furthermore, there is the risk of 
increased taxes and liabilities to meet the 
underfunded pension requirements. 

Overall, the Henry Fund has placed a buy rating on MTZ 
with a target share price of $91-$100 per share. 
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DISCLAIMER

Henry Fund reports are created by graduate students in 
the Applied Securities Management program at the 

reports provide potential employers and other interested 
parties an example of the analytical skills, investment 
knowledge, and communication abilities of our students. 
Henry Fund analysts are not registered investment 
advisors, brokers, or licensed financial professionals. The 
investment opinion contained in this report does not 
represent an offer or solicitation to buy or sell any of the 
aforementioned securities. Unless otherwise noted, facts 
and figures included in this report are from publicly 
available sources. This report is not a complete 
compilation of data, and its accuracy is not guaranteed. 
From time to time, the University of Iowa, its faculty, staff, 
students, or the Henry Fund may hold an investment 
position in the companies mentioned in this report.




































