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Lockheed Martin accelerated from an “impressive” first quarter to an “even more impressive” second 
quarter, achieving 8% year-over-year revenue growth and a record backlog of $137 billion.  The company 
expects about 35% of that backlog to turn into sales in the next year and 65% in the next 2 years, showing 
that the revenue growth of the first half of 2019 should not slow down anytime soon.   All business areas 
experienced growth yet again, with Missiles and Fire Control leading the way at 16% growth.   
 
Lockheed reported new contract wins and new product development progress in all 4 business areas.  
There was bad news in its flagship F-35 program when the U.S. government disqualified Turkey as a buyer, 
following Turkey’s decision to buy a Russian missile-defense system—but Lockheed thinks other new 
buyers will offset the lost business.  (For example, Poland recently signed onto the program and ordered 
35 jets).  Lockheed is also moving the production that has been in Turkey to the US, and expects to have 
this process completed by March of 2020.  Furthermore, if there is any “harm to business” relating to the 
restriction placed on Turkey and Lockheed’s necessary movement of production, the US government will 
compensate Lockheed.  Overall, as management reiterated this quarter, Turkey’s suspension will not have 
lasting effects on the F-35 program or the company.   
 
What matters most to us as investors in Lockheed Martin are two things:  cash returns to shareholders 
and stock price.  The graph below is a dramatic picture of cash returns to shareholders over the past 5 
years:  the company is constantly buying back stock (another 600,000 shares repurchased last quarter) 
and raising its dividend. 
 

 



 
Many factors influence stock price, of course, but when looking at factors the company can control, 
revenue and cash generation are among the top drivers of price.  The following chart shows those trends:  
revenue up 25%, free cash flow up 140% and stock price up 144% over the past 5 years.     
 

 
 
Lockheed Martin’s revenue and cash flow growth are only accelerating, as this past quarter demonstrated, 
and combined with impressive shareholder cash returns, we expect the stock to keep rewarding us for 
quite a while.   
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