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We have recently added Huntington Ingalls Industries to the portfolio, and in this document, we present our 
investment thesis for the company. 

Huntington Ingalls is America’s largest military shipbuilder. For more than a century it has designed, built, 
refuelled and maintained the U.S. Navy’s largest and most complex warships, alongside Coast Guard cutters, 
and also provides other defence equipment and services such as unmanned vessels and military technology. 
For its most important products Huntington Ingalls is effectively irreplaceable. It is the only company in the 
United States that can build and refuel a nuclear-powered aircraft carrier, one of only two that can build a 
nuclear submarine, one of only two that build the Navy’s main destroyers, and the sole builder of its large 
amphibious landing ships. These positions rest on a century of accumulated expertise, physical plant, nuclear 
qualifications and skilled trades that no competitor could assemble on any commercial timescale. 

 
 

  
Nimitz-class nuclear-powered aircraft carrier (USS 

Dwight D. Eisenhower). Source: Huntington 
Ingalls website 

Arleigh Burke-class guided missile destroyer 
(USS Ralph Johnson). Source: Huntington Ingalls 

website 

  
America-class amphibious assault ship (USS 
America). Source: Huntington Ingalls website 

Virginia-class nuclear-powered attack submarine. 
Source: Huntington Ingalls website 

 

Our investment thesis relies on the following considerations: 

 Durable Structural Demand: We expect the broad aerospace and defence market to grow at a mid-
single-digit rate over the long run, driven by heightened geopolitical tension and the steady 
modernisation of armed forces. Within that market, we expect naval shipbuilding to grow faster still.  

 Exceptional Revenue Visibility: Because each ship takes years to build and Huntington Ingalls has 
$57bn worth of orders (multiple times its annual sales), a large share of future revenue is visible well 
in advance. That predictability is rare and is a core reason a quality-minded investor would look here.  

 A strong and durable competitive advantage: the company’s moat rests on physical assets and 
regulatory qualifications that cannot be recreated on any commercial timescale.  

o Cornered Resources: The Newport News plant itself — a 550-acre owned site with seven 
graving docks — took years to assemble and has never been duplicated. Standing up a rival 
yard would require many years and enormous capital before a single hull was delivered.  
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o Switching Costs: The cost and risk the Navy would bear to move work elsewhere are 
prohibitive. Re-qualifying facilities, re-creating expertise, clearances and a nuclear-certified 
workforce elsewhere would take years, and programmes run under binding long-term 
contracts that give well-performing incumbents a degree of continuity rare in any industry. 

o Scale Economies: The capital and scale required to build economically are so large that the 
U.S. market supports only one or two yards per ship type, while long production runs spread 
heavy fixed costs across successive hulls. 

 
 Margin Recovery from a Depressed Base: the company’s margins are low for its industry today 

because it is still working through pre-Covid contracts signed at prices that proved too low once labour 
and material costs jumped (an industry-wide problem rather than a company-specific one). Roughly 
half of 2025 revenue ran through fixed-price contracts, under which Huntington Ingalls locks in a price 
years before delivery and absorbs most of the potential overrun itself. As that legacy work completes 
and is replaced by better-priced new awards, margins should rise meaningfully. 

 Throughput, Not Order Intake, as the Operating Lever: In a demand-rich, capacity-constrained 
business, what actually drives revenue is the rate at which the yards convert labour into completed 
ship work. Huntington Ingalls lifted throughput by roughly 14% in 2025 and targets a further 15% in 
2026, achieved about equally through outsourcing more work to partner yards and suppliers and 
through a better-performing workforce.  

There are, of course, risks. Around half of Huntington Ingalls’s work is priced years before a ship is handed 
over, so when wages and materials cost more than assumed the company, not the Navy, absorbs the 
difference; this is the main reason shipbuilding profit margins have fallen since 2023. Building warships also 
depends on scarce skills such as nuclear welding, and since Covid-19, experienced workers have been retiring 
faster than new recruits can replace them, which has slowed work. The company has made progress on both 
fronts (contract mix and labour shortages), but full resolution takes time. In addition, some components have 
only one approved supplier, so a single vendor’s difficulties can delay a ship. Almost all of Huntington Ingalls’s 
income comes from the U.S. government, which sets contract terms, can cancel at short notice and approves 
funding one year at a time. Finally, over the longer term the Navy may shift spending toward smaller, cheaper 
or uncrewed vessels, which would gradually reduce demand for the large ships Huntington Ingalls is built 
around. 

Conclusion 

Huntington Ingalls occupies one of the most structurally protected competitive positions in listed industrials. As 
the sole builder and refueller of nuclear-powered aircraft carriers, and one of only two yards capable of 
constructing nuclear submarines, the company faces no credible threat of new entry or contract displacement 
— a position resting on physical infrastructure and nuclear qualifications that took decades to assemble and 
could not be recreated on any reasonable timescale. Bipartisan support for naval shipbuilding is genuine and 
reflected in the budget requests. The company enjoys strong revenue visibility with the contracted order book 
covering multiple years of future income.  

The investment case does not require market share gains, a sector re-rating, or a step-change in demand. It 
requires the company to work through a book of underpriced pre-Covid fixed-price contracts and to lift 
throughput sufficiently to absorb the post-Covid work at target margins. On our base case, mid-teens earnings 
growth supports roughly 50% upside over three years. 

As of 28 August 2026, Huntington Ingalls represented approximately 2.0% of the Capital Appreciation ETF and 
1.3% of the Balanced Income ETF.  

 
28 August 2026 

We thank Investlinx investors for their continued trust and support. Please visit our website 
http://www.investlinx-etf.com if you wish to receive our Insight Letters, monthly Factsheets and other 
publications regularly through our newsletter. 
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Warning: The value of your investment may go down as well as up. If you invest in this product you 
may lose some or all of the money you invest. 

 
Warning: The above figures are estimates only. They are not a reliable guide to the future 
performance of your investment. 

 
Warning: Past performance is not a reliable guide to future performance 

 
Warning: For advice that is tailored to your specific circumstances, please consult a financial broker. 

 
Disclaimer: 
 
This is a marketing communication. It does not constitute investment advice. You should seek professional 
investment advice as to the suitability of any investment decision or strategy according to your own needs and 
circumstances before making any decision to invest. Investment in shares of any sub-fund of the INVESTLINX 
ICAV (the “ICAV”) is subject to risks. The Investors are recommended to carefully read the Prospectus, 
Supplements, the KID and the annual financial statement of the ICAV and its sub-funds before investing. 
 
The products referred to on this document are sub-funds of the INVESTLINX ICAV, registered in Ireland with 
registration number C494926 and authorised and regulated by the Central Bank of Ireland as a UCITS. The 
ICAV is managed by Investlinx Investment Management Limited (“INVESTLINX”), an investment management 
company regulated by the Central Bank of Ireland and registered in Ireland under registration number 703761. 
The sub-funds are actively managed, and are not managed in reference to any benchmark index. 
 
For a summary of investor rights, the prospectus, KID and complaints handling policy, please consult 
https://www.investlinx-etf.com/. 
 
Access to information displayed in this document may be restricted to certain persons in certain countries. 
INVESTLINX does not intend information concerning the products described in this document to be shown to 
any persons and/or entities who are prohibited from seeing such information by their country of residence, 
domicile and/or incorporation (as applicable). Users of this document must ensure that they are legally 
permitted to access this document in the country where they do so. 
 
The information in this document should not be considered as an offer or solicitation to buy or sell securities. 
This document, or any information provided in this document, is not intended to contain, and should not be 
regarded as containing, advice relating to legal, taxation, investment or any other matters. The contents of this 
document may not be adequate for the needs, profile and experience of each individual investor. Each 
prospective investor should consult with their own professional advisers as to any legal, economic, or tax 
implications and related aspects which may be relevant to the purchase, holding or disposal of shares in one 
or more sub-funds of the ICAV and as to suitability of an investment for such investor. The levels and bases of 
taxation are dependent on individual circumstances and subject to change and therefore it is highly 
recommended that you consult a professional tax advisor. 
 
Performance information: The performance figures quoted on this document refer to the past and past 
performance is not a guarantee of future performance or a reliable guide to future performance. The value of 
Shares may go down as well as up, and investors may not get back any of the amount invested. The value of 
investments involves exposure to foreign currencies and may therefore be affected by exchange rate 
movements. An investment in shares of any sub-fund of the ICAV should only be made by persons who have 
the financial capacity to sustain a loss on their investment. Any such investment should not constitute a 
substantial portion of an investment portfolio and may not be appropriate for all investors. Your investment may 
also be subject to currency, interest rate, and market fluctuations. Specific risk warnings are set out in the 
Prospectus and, if applicable, the supplement for the relevant product. 
 
Information and opinions contained in this document have been compiled from sources believed to be reliable 
but INVESTLINX does not make any representations as to its accuracy or completeness. Any opinions, 
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forecasts or estimates herein constitute a judgement that is subject to change without notice. Any reference to 
individual investments should not be taken as a recommendation to buy or sell. INVESTLINX disclaims all 
liability and responsibility arising from any reliance placed by any user of this document, or by anyone who 
may be informed of any of the information on this document, on materials and information posted on this 
document. 
No part of (or information contained within) this document may be reproduced, distributed or transmitted 
without the prior written permission of INVESTLINX. 
 
INVESTLINX will not be liable for any loss or damage arising out of or in connection with the use of this 
document. 


