Williams Companies (WMB): The Spine of the Al Economy
Investment Analysis & Strategic Outlook 2025-2027

Investment Grade: BBB+ | Yield: ~3.1% | Ticker: WMB
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A Super-Utility Disguised as a Midstream Operator

While peers like Energy Transfer and Enterprise Natural gas is not merely a bridge fuel; it is the
Products build multi-commodity empires, Williams destination fuel for a reliable, Al-driven grid.
has executed a disciplined “Pure-Play” natural gas

strategy.

They are betting on a singular truth: The
decarbonizing economy requires reliable baseload
power that renewables alone cannot provide.

=1 16x EBITDA

Peer Average
~10x

Market Share: Handles ~33% of all US Revenue Quality: ~90% Fee-Based Valuation Premium: Trades at ~16x

natural gas consumption daily. (insulated from commodity price volatility) EBITDA vs. Peer Average of ~10x
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The Crown Jewel: Transco and the Incumbency Advantage
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The Wide Moat: Why Competition Cannot Follow

> N2 High Switching Costs
@ Physical connectivity to power plants

and LDCs creates immense
stickiness. Switching requires
capital-intensive new laterals.

Regulatory Barriers

The Atlantic Seaboard market supports
only one major system. Duplication
is economically irrational.

Efficient Scale

The Atlantic Seaboard
market supports only one
major system. Duplication is
economically irrational.

R
High Switching Costs

Physical connectivity to power
plants and LDCs creates immense
stickiness. Switching requires
capital-intensive new laterals.

Regulatory friction acts as a protective barrier, insulating WMB from supply-side competition.
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The Feeder Systems: Securing the Molecule

Northeast Gathering & Processing Deepwater Gulf of Mexico
iR AT o ?' '

PR
Dominance in Marcellus/Utica The High-Barrier Fortress
Lowest breakeven production costs in the world. Multi-decade projects by Supermajors (Shell/Chevron).
Producers drill even at sub-$2.50 gas to hold acreage, “Walled off” market via critical connector infrastructure.
guaranteeing volume stability (e.g., Q3 2025 EBITDA
+$21M despite low prices). Key Growth: Whale and Shenandoah tie-backs
doubling segment contribution by 2026.
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The Macro Pivot: The Decoupling of GDP and Electricity
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Strategy Shift: Power Innovation & “Behind-the-Meter”

Project Socrates (Ohio) Model

Public Transmission %L‘—i
Grid (Congested/Queue)

WMB
WMB Pipeline Generation Plant
(400 MW)

Data Panel

« Economics: Targeting 5x-6x EBITDA build multiples (~17% un-levered returns).
« Backlog: 6 Gigawatts (GW) of potential opportunities identified.

* Timeline: Approved mid-2025; In-service Q3 2026.
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The Global Link: From Wellhead to Water
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The Arbitrage: Partnerships: Status:

Monetizing the price spread =@ JERA (Japan'’s largest LEG expected in-service H2
between US Shale prices power generator) and 2025 (delayed by litigation,
and Tokyo Harbor prices. Woodside Energy. but proceeding).
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Financial Scorecard: Predictability at Scale

EBITDA Growth Margin Supremacy

Industry Avg: ~18%

Williams: 32-34%

Fortress Coverage

2.32X

Dividend
Coverage Ratio

2024 + Growth 2025E:
$7.08B Projects §7.75B

Based on $5.38B AFFO.
Far superior to 1.2x-1.5x industry standard.
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The Valuation Paradox: Paying for Certainty
Why WMB trades at a premium despite lower ROIC than unregulated peers.

Good/Better Good/Better
Targa Resources (TRGP) Williams Companies (WMB)

ROIC: >15% ' ROIC: ~7% ‘

Volatility: High Beta (>1.0) Volatility: Low Beta (0.64) F

Business Model: Business Model: |

Unregulated / Commodity Exposed | Regulated / Fee-Based |

Investors pay a premium multiple (16x) for the certainty of the spread,

not the width. Credit Rating upgraded to BBB+ (March 2025).
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Risk Factors: The Pipeline Wars & Regulatory Headwinds
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The Pipeline Wars (Litigation)

&

Energy Transfer (ET) litigation
delayed the LEG project by ~1 year.

ET claiming ‘exclusive servitude’ to
block crossings.

WMB winning recent rulings (36t
Judicial District), but appeals ongoing.

T4 y 4
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Co-Location Scrutiny (Regulatory)

Risk of ‘exit fees’ or transmission
charges on ‘behind-the-meter’ projects
iIf requlators view them as parasitic.

Precedent: FERC rejection of
Amazon/Talen nuclear interconnect.

Defense: WMB argues new gas
generation adds capacity rather than
diverting it.

y 4
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Governance: Discipline Over Empire Building

. Alan Armstrong . Chad Zamarin
(Retiring July 2025) ‘ (Incoming CEO)
The Stabilizer “ The Deal-Maker

Repaired balance sheet post-2016. Ex-Cheniere (LNG), Ex-NiSource (Utility).
Ideally suited for the 'Logistics & Utility’ pivot.

Capital Policy Box
 Self-Funded Growth: No equity issuance. ﬁ{i

 Dividends: $2.10/share annualized. %

« Litigation Win: S495M victory over Energy
Transfer (2024) proves governance teeth.
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Valuation: The Quality Premium

Power Innovation -
(Tech Infra Multiple: 18-20x Upside)

Sum of the Parts

Transco
(Utility Multiple: 14-15x)

Share Price / Value

Share Price / Value

Current Trading:

~15.7x 2025E EBITDA |l
(vs Peer Avg 10x).

Bull Case Target:
(Flawless execution of #

Socrates + LEG).

$80-S85

a4l

Bear Case Target: S50-S55

(Regulatory hosti
crushes Al premi

ity o

4

um).
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Verdict: The Blue Chip of Energy Logistics

RECOMMENDATION: HOLD / &
ACCUMULATE ON WEAKNESS #|

Defensive Aggressive
 Buy for safety, inflation  Wait for requlatory headlines
protection (5% div growth), and (FERC/PJM) to create entry
low beta. points near $50-$55.
£6

"As long as the US is committed to Al dominance and LNG exports,
Williams Companies is not just an operator—it is a structural necessity."
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