
 

 
$TKO: From Octagon to Empire 
$TKO has rapidly evolved from a combat sports company into a diversified global 

sports and entertainment platform following the acquisitions of IMG, On Location, 

and PBR. While investors remain concerned about media fragmentation and 

spending pressure, TKO's expanding international events business, growing media 

rights portfolio, and improving operating leverage position the company for 

sustained earnings acceleration. As TKO continues to synergize these businesses 

and higher-margin revenue streams continue to scale, we believe TKO is entering a 

period of margin expansion and global growth. Initiate with a BUY rating and a 

one-year price target of $215.7 
 

Thesis 1 UFC's exclusive distribution through Paramount+ could expand its audience by 

making fight nights more affordable, accessible, and giving fans a one-stop place to watch 

UFC alongside other entertainment they love. Starting in 2026, all UFC events in the U.S. 

will be exclusively on Paramount+. Previously, fans paid $80-$100 per pay-per-view 

event, but a Paramount+ subscription is significantly cheaper, lowering the cost for casual 

viewers. UFC also expanded its Paramount+ rights to Latin America and Australia. 

Paramount+ recently has gotten shareholder approval to acquire Warner Bros., which 

strengthens its streaming library with popular franchises (like DC), news (CNN), and original 

content. By embedding UFC into a huge streaming platform, TKO can increase recurring 

subscription revenue, increase fanbase internationally (60% of fighters are international), 

and bring in lots of casual viewers, expanding the overall audience. 

Thesis 2 TKO's earnings are likely to grow faster than its revenue as the company 

becomes more cost efficient and benefits from operating leverage following the Endeavor 

asset acquisition. Following the acquisition, EBITA increased from approximately 1081.9 

in 2024 to 1585.3 in 2025, while net income margin improved from -5% to 12%. At the same 

time, direct operating costs declined by 27% and SG&A expenses decreased by 15%. 

Notably, although IMG revenue declined during the year, its direct operating costs fell by an 

even greater amount, highlighting management’s ability to control expenses. If this cost 

discipline continues, earnings growth should outpace revenue growth, supporting stronger 

EPS expansion. 

Thesis 3 TKO’s expanding international live events and global partnerships position it to 

capture new revenue streams and grow its brand globally. In 2025, UFC increased 

international fights from 11 to 14, WWE hosted three events in Saudi Arabia versus one the 

prior year, and PBR expanded its international tours. These events drive higher site fees, 

ticket sales, and hospitality revenue, while IMG and On Location support premium 

packages and sponsorships worldwide. By continuing to scale live events internationally, 

TKO can monetize new markets, strengthen global brand recognition, and benefit from 

sponsorships and hospitality offerings that often carry higher margins than domestic events. 

Company Overview TKO Group Holdings was formed in September 2023 through the merger 

of UFC and WWE, combining two of the leading global combat sports and sports 

entertainment brands under a unified ownership structure. In February 2025, TKO expanded 

its platform through the $3.25 billion acquisition of IMG, On Location, and PBR, opening its 

capabilities across media rights distribution and premium live event hospitality. The 

company sources its revenue from media rights and content distribution, live events and 

hospitality, partnerships and sponsorships, and consumer products licensing. Unlike 

traditional sports leagues that operate through independently owned franchises, TKO 

maintains full control over its brands, media rights, and event production. This structure 

allows for year-round event planning, more efficient international expansion, and flexible 

event scheduling.  
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Risk 1 TKO’s international events strategy exposes it to geopolitical risks, regulatory 

challenges, and possible event disruptions. The company frequently hosts international 

events that require athletes to travel, acquire visas, and government approvals. Geopolitical 

tensions (e.g., conflicts in the Middle East or Eastern Europe), changes in immigration policy, 

or security concerns could disrupt events, limit market access, or increase costs. 

Additionally, cancellations or postponements due to international or geopolitical factors 

could result in lost revenue and unrecovered upfront expenses.  

Risk 2 TKO remains highly dependent on media rights agreements, and any collapse in the 

value or structure of these deals could negatively impact revenue and profitability. A 

significant portion of the company’s revenue is derived from long-term agreements with 

media distributors and streaming platforms. While the current renewals may provide near-

term stability, there is no guarantee that future negotiations will sustain current pricing 

levels, especially among evolving industry dynamics such as “cord-cutting” and increased 

competition from digital platforms. A decline in the value of sports media rights or 

unfavorable renegotiations could materially impact TKO’s financial performance. 

Catalysts The upcoming UFC Freedom 250, which is a fight event that is being hosted by the 

White House with many UFC superstars and fan favorites, could act as a catalyst by driving 

record viewership, sponsorship demand, and global attention. Under the new Paramount+ 

distribution model, such high-profile events have the potential to significantly increase 

subscriber growth, engagement, and platform visibility by attracting both core and casual 

fans. If these events generate more engagement or commercial success than anticipated, it 

would reinforce UFC’s pricing power, strengthen its negotiating leverage in future media 

rights deals, and highlight the scalability of its global streaming platform. 

Valuation – Price Target: $215.70 

Our base-case DCF assumes TKO continues scaling its global sports and entertainment 

platform through expanding media rights agreements, international live events, sponsorship 

growth, and premium hospitality offerings. 

 

The model projects revenue increasing from approximately $5.1B in FY2026 to $7.9B by 

FY2031, representing a revenue CAGR of roughly 9%. We expect profitability to improve as 

integration synergies from IMG, On Location, and PBR continue to materialize, with EBIT 

margins expanding from 32.0% in 2026 to 33.7% by 2031. A WACC of 6.9% was applied 

alongside valuation multiples in line with comparable sports and entertainment companies. 

Given TKO’s ownership of globally recognized brands, recurring live-event demand, and 

growing international footprint, we believe the company warrants a premium valuation 

relative to traditional entertainment peers.  

 

Conclusion  TKO Group Holdings offers investors a compelling combination of expanding 

global reach and improving profitability. As integration synergies continue to improve margins 

and operating leverage accelerates earnings growth, we believe TKO is positioned for 

sustained long-term growth. We initiate TKO Group Holdings with a BUY rating and a price 

target of $215.7 representing 14.9% upside. Investors may still have a front-row seat to TKO’s 

next main event! 
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Downside Case: Our downside case assumes weaker consumer 

spending, slower international event expansion, and softer media 

rights growth across UFC and WWE. We also assume integration 

synergies from IMG, On Location, and PBR materialize more 

slowly than expected, limiting margin expansion. We apply a 

more conservative 12.0x EV/EBITDA exit multiple with a 2.0% 

terminal growth rate, resulting in a downside valuation of 

$120.15 per share. 

Upside Case: Our upside case assumes stronger-than-expected 

international expansion, accelerating media rights monetization, 

and increased profitability from premium hospitality and 

sponsorship offerings. We project operating leverage and 

acquisition synergies drive EBIT margins toward 35% by 2031. 

Applying a 19.0x EV/EBITDA exit multiple and a 3.5% terminal 

growth rate, we arrive at an upside valuation of $301.78 per 

share. 
Disclosures and Ratings: Bluegrass Capital Research does not hold any professional relationships with the securities mentioned in this report. Our 

ratings are defined as follows: Buy (expected to outperform the market), Hold (expected to perform in line with the market), and Sell (expected to 

underperform the market), typically over a 12-month horizon. This report is for educational and informational purposes only and should not be 

considered as financial advice. 
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