
 

Kraton Corp. Summary 
Date of Report: Nov 11, 2020                   P/E ratio for KRA:  -2.01 

Stock: Kraton Corporation (KRA)                     Forward P/E ratio for industry:  22.1 
Sector: Materials                                                     Price target: $37.44 

Subsector: Specialty Chemicals        Current Price: $ 27.56 
Recommendation: BUY  

 
Company Summary 

Kraton Corporation (NYSE: KRA) is a leading global producer of styrenic block copolymers, specialty 
polymers and high-value performance products derived from pine wood pulping co-products. 

Kraton’s polymers are used in a wide range of applications, including adhesives, coatings, consumer 

and personal care products, sealants and lubricants, and medical, packaging, automotive, paving 
and roofing applications. As the largest global provider in the pine chemicals industry, the 

company’s pine-based specialty products are sold into adhesive, road and construction and tire 
markets, and it produces and sells a broad range of performance chemicals into markets that 

include fuel additives, oilfield chemicals, coatings, metalworking fluids and lubricants, inks and 
mining. Kraton offers its products to a diverse customer base in numerous countries worldwide.  

 
Industry Outlook 

Chemical manufacturing was designated as essential critical infrastructure in all regions that 

Kraton operates and has allowed them to provide an uninterrupted supply of products to their 

customers. Many of Kraton’s products are critical to the defense of COVID-19, such as 

adhesives, bandages, and other medical supplies. In addition, Kraton has begun the patent 

process for BIAXAMTM as a Self-Sterilizing Sulfonated Polymer which has been shown in studies 

to kill up to 99.99% of microbes including SARS-CoV-2 Virus in as Little as 5 Minutes. 

https://kraton.gcs-web.com/news-releases/news-release-details/kraton-corporation-announces-third-

quarter-2020-results 

 

Cash Flow History & Forecasts 
Our earnings forecast for Kraton Corp. was completed using the same methodology as our previous 
Stock Valuation 2 calculations for forecasting quarterly earnings out to 2021. We compared the 

recent Q3 earnings report with our previous calculations to determine any adjustments that needed 

to be made to our forecasting assumptions. 

 

https://kraton.gcs-web.com/news-releases/news-release-details/kraton-corporation-announces-third-quarter-2020-results
https://kraton.gcs-web.com/news-releases/news-release-details/kraton-corporation-announces-third-quarter-2020-results


 

 
Valuation 

In our Valuation calculations for Kraton, we used a long-term growth rate of 3.50% and referred to 

www.yardeni.com for the most current Industry Forward P/E ratio in order to come up with a 
discount rate (Cost of Equity) of 8.02% Capital Expenditures, Change to Net Working Capital, and 

Change to Debt for 2021 through 2025 were all calculated using rolling averages for the year-over-
year changes from 2016 through 2019. 

 
 
 
 

http://www.yardeni.com/


Sensitivity Analysis 
In our sensitivity analysis you can see the effects of altering the discount rate (Cost of Equity) by  
(+/-) 1.5% and the residual effects on the Valuation calculations and final price target .  

 
 

 
 

Conclusion 
Our stake in Kraton Corp. was originally purchased on 10/22/2019 and has been held through two 

semesters. It is our recommendation that we continue to hold Kraton as our price target indicates 

that this stock remains undervalued by ~36%. 

 

 


