After completing my relative valuation, I have concluded that RTX is overvalued compared to its industry peers. 

I used the peer median to compare the Price to Earnings between RTX and its competitors. I used this because there were several outliers in the data. RTX’s 34.52 is greater than the peer median’s 31.98. This higher P/E typically means that investors believe RTX will have a higher growth rate. However, this is not the case; RTX’s PEG ratio is 2.79 compared to the peer median, which is 1.9. This higher PEG ratio indicates that investors forecast a lower growth rate for RTX compared to its peers. The lower growth rate further proves that RTX, compared to the selected peers, is overvalued.

I have also analyzed that RTX’s Price to Sales ratio is 2.72, which is lower than the peer median of 3.25. This could potentially mean that RTX is undervalued, but given its lower expected growth rate, it is more likely that the lower P/S reflects weaker margins. It is also important to note that P/S is not a good indicator of value for RTX’s industry, aerospace, and defense. Aerospace and defense companies trade on stability rather than rapid growth.

[bookmark: _Int_1eQkvp7J]The price to book ratio for RTX is 3.64, which is less than the peer median of 8.695. However, it is important not to put too much weight into price-to-book. Especially with a company like RTX where the book value does not consider the true economic value of its assets which come from technology, engineering, and long-term contracts. 

EV/EBITDA is a strong multiple for the aerospace and defense industry because it removes distortions from capital structure allowing for a clean comparison of the industry’s stable operating cash flows. RTX’s 17.5 trades at a lower EV/EBITDA multiple than the peer median’s 20.4. The lower EV/EBITDA may suggest that RTX is undervalued compared to its peers. This multiple could contradict the analysis between the relationship with P/E and PEG. 

However, the relationship between P/E and PEG is much more telling whether the company is undervalued or overvalued. The company’s EV/EBITDA is lower than its peer medians, but this does not invariably mean that the company is undervalued. The lower EV/EBITDA could also be explained by RTX having lower margins, high operational risk, or short-term headwinds. In contrast, RTX’s higher P/E and significantly higher PEG ratio relative to peers indicate that the stock is priced for growth it is not expected to achieve. Therefore, based on earnings and growth-adjusted valuation metrics, RTX appears overvalued relative to its industry peers.
