	Company: DR Horton Inc.
	Ticker: DHI         Current Price: $ 23.41
	Industry: Consumer Disc.             Sub Industry: Homebuilding 

	Target Price: $ 37.44
Stop Loss: $18.7
52 Week high/ Low: $22.97-33.10
	TTM P/E: 13.58
Forward P/E: 9.54
EPS: $2.06
	Beta: 1.17 (Bloomberg)
Credit Rating: Ba1 (Moody)
Rating Outlook: slow growth 
	Market Cap: $8.6b
Avg Vol ( 15 M): 7.265m
Dividend Yield: 1.16%


	
	Company Background:  	

	The largest homebuilder by market cap.  Products range the entirety of the price scale however have a new focus on entry level homes with their Express Homes Brand that average at a price of $188,000.  Overall their average price is approximately 300k and have a presence across America with the northeast being their smallest geographic region by sales. 

	Industry Outlook: 

	· Builder confidence index is near pre-crash levels, although has had slight decline from last announcement
· The uncertainty globally makes it increasingly seem as if the Fed will keep rates down for the immediate future which will be good for buyer mortgage rates
· New home mortgages have continually been on an increase pushing up home values 
· Home sales have surpassed expectations at the end of 2015 and beginning of 2016 implying a very favorable outlook for the industry as a whole
· Despite global financial market unrest domestic indicators continue to point towards recovery which is favorable for home sales and more specifically mortgage underwriters as their standards continue to lax in the recovery 

	Investment Thesis:	

	· DHI has a very strong balance sheet with a  D/E of 55 compared to industry average of 99.  This coupled with a good amount of cash on the books is a good safety net in case the sector falls on harder times during the investment horizon.
· Housing has been very strong and DHI as the biggest player in the market stands to gain the most from this positive swing,  their inventory of land is relatively large which will bode well in an environment of decreasing supplies of well located land to develop
· DHI’s new Express Homes Brand should be seen as an asset, while this lower price point will decrease margins it will help capture more customers in a time where pent up demand has been the story in the housing market.  In the DHI investor call volume is indeed the concentration moving forward

	Investment Risks:	

	· Fed rate increases may increase mortgage costs for buyers stumping top line growth
· Cost pressures like labor and land may outpace Revenue
· Wages remaining stagnant could inhibit growth pace in later 2016
· Very capital intensive industry making homebuilding a more volatile sub-sector

	[bookmark: _GoBack]3-5 take away from last quarter investor call transcript: Q1 2016

	· CEO concentration on volume as a revenue generator, margins will decrease but with the soft economic indicators this may be the best play
· Increased dividend by 28%
· Beat earnings expectations



	Financial Performance:
	Discounted Cash Flow 
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	2010-15
	2016-20

	Avg  Revenue growth 
	22%
	14%

	Avg  EBITDA Margin 
	8%
	11%

	Avg  NOPAT 
	6%
	8%

	Avg  Debt/Equity 
	67.60
	

	Avg  FCF / Margin  L3yr
	-9%
	

	Cost of Debt (after tax)
	1.65%

	Tax Rate last filing
	33.18%

	Cost of Equity 
	8.88%

	WACC
	8.18%

	EBITDA Multiple 
	8.9x


Analyst Opinion 
	Buy:	7
	Hold: 14
	Sell: 0

	
	Rating 
	Target 

	S&P Net Advantage 
	Buy
	$30

	Morning Star
	***
	$23

	Value Line 
	T: 2 S: 3
	$55-35






	Relative Valuation
	Total Return
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Prepared by Edward Laclaustra (Feb 11, 2016) using Bloomberg, Value Line, S&P Net Advantage, Morning Star, Yahoo Finance
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(SMill when applicable) | FY 2011 | FY2012 [ Fv 2013 | FY2014 [ FY2015 | Last12Mm [FY 2016 Est|FY 2017 st
Revenue 3,636.80|,354.00] 6,259.30 |8,024.90|10,824.00|10,937.70] 12,191.62 | 13,817.75
Operating Income 57.20 | 247.40 | 639.50 | 790.90 | 1,092.50 | 1,115.00| 1,336.75 | 1,528.36
Netincome 7180 | 95630 | 462.70 | 533.50 | 75070 | 765.90 | 86950 | 98258
[sales Growth 1735 | 1972 | 4376 | 2801 | 3488 | 494 | 1264 | 13.34
EBITDA Margin 212 | 611 | 1058 | 1033 | 1059 | 10.70

Operating Margin 157 | 568 | 1022 | 986 | 1009 | 1015 | 109 | 1106
[Total Debt to Total equity | 60.53 | 6413 | 8052 | 64.58 | 5655 | 55.06

EBiT/total interestexp | 027 | 227 | 450 | 398 | 525

BasicEps. 023 | 301 | 142 | 157 | 205 | 208 233 263
price Earnings Ratio (P/E) | 3425 | 2682 | 14.02 | 1279 | 1358 | 1057 | 9.94 898
|current ratio 241 | 480 | sea | 598 | 637 | 676

Return on Com Eqty 274 | 3079 | 1210 | 1163 | 1364 | 1353 | 1379 | 1391
Return on assets 127 | 1507 | 575 | se0 | 704 | 712 7.61 844
Dividends per share 015 | 015 | 019 | 014 | 025 | o0 032 034
Free Cash Flow 140 | 327.00|-1,287.30] 761.60 | 644.30 | 763.00 | 776.63 | 239.74
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[Ticker Average | DHIUS [ LENUS [ NVRUS [ PHMUS [ TOLUS | CAAUS
P/E 10.39 10.65 1098 696 121 1154 481
/B 1.03 142 141 480 113 099 0.7
Dva Yid 047 115 043 0.00 215 0.00 0.00
BEst PEG Ratio 1FY. 071 [ox] 065 065 070 054 FA NA
[Trailing 120 EPS after XO ftems | 6.21 271 382 9558 139 217 [
Rev qirly CAGR Ist 3Yrs 51.40 515 2970 1812 958 3145 2669
NI qily CAGR st 3¥rs 3383 33.49 3132 3026 57.16 2901 2953
[OPM LF 937 572 1287 1367 7.80 1363 1345
Debt/Equity [F 99.80 55.06 B4.45 4836 4943 8964 2111
[Curr Adj it Cap 2,076.09 | 860267 | 773694 | 608254 | 635594 | 409266 | 338023
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[Thr & Exch Average | DHIUS
Mit Cap (USD) 207609 | 860267
[Sustainalytics Ruk | 2500 533
[ESG Disc Score'Y | 1346 1612
|Gov Disc ScY 5026 5536
[Soc Disc Scv 1148 1404
[Env Disc Sc-Y. 407
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Ticker DHI US Equity| Average
Total Retum YD | 23.37 2345
Total Returny1 | 810 2688
Total Retur: Y3 | 832 2842
Total Retum: Y5 |__107.62 1644





