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Cedar Fair, L.P.

Symbol: FUN

Analyst

Andrew Rutnik

Buy below

$61.24

Sell above

$82.78

Probability of  Price Increase

90%

Last Price

$45.69

Intrinsic Value

$69.94

Target Dividends

$3.71

Target Price

$72.83

Sector Consumer Discretionary

Industry Hotels, Restaurants and Leisure

Last Guidance December 11, 2018

Next earnings date May 2, 2020

People

Zimmerman, Richard, President, CEO & Director of Cedar Fair Managem

Witherow, Brian, Executive VP & CFO of Cedar Fair Management Inc

Fisher, Tim, Chief Operating Officer of Cedar Fair Managemen

Milkie, Duffield, Executive VP, Corporate Secretary & General Cou

Semmelroth, Kelley, Executive VP & Chief Marketing Officer of Cedar

Hoffman, David, Senior VP & Chief Accounting Officer of Cedar F

Top Competitors

Six Flags Entertainment Corporation --

SeaWorld Entertainment, Inc. --

Tivoli A/S --

-- --

-- --

Market Statistics Ownership

Market Capitalization (mil) $2,589.23 Shares outstanding (mil) 56.67

Last Price per share $45.69 Weighted Diluted shares outstanding (mil) 56.92

52 week high $64.86 Options and Warrants (Shares equivalent) 0.06

52-week low $41.84 % shares held by institutions 52%

"INPUT from BB"

Volatility 21.97% % shares held by investments Managers 43%

"INPUT from BB"

Daily volume (mil) 0.92 % shares held by hedge funds 3.53%

"INPUT from BB"

Short interest 2.05% % shares held by VC/PE firms 0.060%

"INPUT from BB"

Days to cover short interest 3.48 % shares held by insiders 1.92% 5.43%

Beta 0.59 Poison Pill and Type

Sunday, March 1, 2020

Description



Yes: Flip-In



Cedar Fair, L.P. owns and operates amusement and water parks, and hotels in the United States 

and Canada.



Change in Ownership (over the past "Number" months)
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Share Price Performance

Volume FUN Consumer Discretionary

Investment Thesis

Cedar Fair “FUN”

Cedar Fair is the company that I am covering, and I have a buy recommendation for it at its’ last closing price of $45.69 on February 

28, 2020.  I view Cedar Fair as one of the top amusement park and water park chains in the world.  It already more than competes

with the other major competitors in the industry, and it has made certain acquisitions that should separate them in the future, 

which should lead to massive organic growth opportunities without adversely affecting cash flows. 

Growth

My positive view on FUN comes from their ability to compete year-in and year-out with major competitors such as Six Flags, 

SeaWorld and Tivoli while also remaining profitable.  Compared to its’ peers, it had a very similar return on capital and adjusted 

EBITDA margin over the past twelve months (7.9% ROC for FUN 7.69% ROC for peers and 23.9% adj. EBITDA for FUN vs. 24.86% for 

peers) while my valuation predicts both to increase in the coming years.  This leads me to believe that they have reached the

mature phase, like their peers.  However, with major recent acquisitions, I believe that they still have major growth potential left 

(California America, Sawmill Creek Resort, Schlitterbahn Waterpark and the New Braunfels and Schlitterbahn Waterpark) all of 

which are set to open in 2020.  This should massively increase park attendance, which has already been constantly growing from 

2009 to 2018 from 21.1 million to 25.9 million, “a 17.2% increase”.  This would bring great value to the company because 

admissions made up 53.9% of revenue in 2019 and 54.7% in 2018.  This can only benefit a company that is very stable and has had 

constant growth in cash flow from operations for the last seven years and growth in adj. EBITDA from 2018 to 2019.  This gives them 

more ability to make new acquisitions in the future without affecting short-term stability, which would further separate them from 

their peers who command less of the market than FUN (2.589 market cap to 2.140 and 2.142 respectively). 

The idea to expand the company really seems to be very highly correlated with recent changes in management, with the 

appointment of a new CEO in 2018, Richard Zimmerman, and a new chief operating officer, Tim Fisher, in December of 2017.  Since 

their appointments, they have really shown an interest in major new acquisitions.

Valuation 

I valued the company using LFCF because of its over 100% debt-to-capital ratio “which is common for the industry”.  Their peers 

were at 96%” and used 100 DCF valuation.  With that valuation, I come out with an intrinsic value of $69.94, which is well over its’ 

current stock price.  I get this even after conservative adjustments to revenue growth, “lowering worst case to -3% from -2%, 

lowering operating margin min to 10%, and adjusting Capex/rev by lowering minimum and max to 6% and 15% respectively.  I chose 

to adjust revenue growth and Capex/rev because of the high sensitivity of each “26.68% and 25.17% respectively”.  This makes me 

believe the company is truly very undervalued, with a 90% chance of its price increasing from its current price after my Monte Caro 

simulation. 

Negative catalyst 

My negative catalyst would be if the coronavirus spreads in North America, which is a possibility.  However, if that happens,I 

believe the whole market would crash causing much bigger problems.  However, other than that, only a recession would really 

affect the company, by lowering attendance.  Both of which would have much bigger impacts on the market, and I cannot really 

account for those.  It is possible that coronavirus could improve business if people choose to vacation in the United States instead of 
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Fiscal Year

Revenue Growth

EBITDA Margin

CAPEX/Revenue DPR/CAPEX

Base Year (Actual) 10.56%

23.8%

22.4% 0.52 SBC/Revenue 0.81%

year 1 3.95%

34.1%

11.9% 0.95 Constant/same as LTM

year 2 2.84%

34.6%

9.8% 1.13 Lease term 10

year 3 3.10%

35.0%

7.5% 1.10 Rent Expense/Revenue 1.07%

year 4 2.89%

33.3%

5.2% 1.07 Tappers off to historical average

year 5 2.69%

31.6%

2.8% 1.03 R&D life 10

year 6 2.48%

29.8%

0.5% 1.00 R&D Expense/Revenue 0.00%

year 7 2.48%

29.8%

0.5% 1.00 Constant/same as LTM

year 8 2.48%

29.8%

0.5% 1.00 LIFO Reserve Tappers off to zero

year 9 2.48%

29.8%

0.5% 1.00 Non-operating pension costs Tappers off to zero

year 10 2.48%

29.8%

0.5% 1.00 Net financing pensions costs  Tappers off to zero

year 11 2.48%

29.8%

0.5% 1.00 Overfunded pension plans Tappers off to zero

year 12 2.48%

29.8%

0.5% 1.00 Capitalized interests Constant/same as LTM

year 13 2.48%

29.8%

0.5% 1.00 Dividends/Revenue 2.23%

year 14 2.48%

29.8%

0.5% 1.00 Tax Rate 20.72%

year 15 2.48%

29.8%

0.5% 1.00

Continuing Period 2.48%

29.8%

1% 1.00

Simulation Assumptions

Random Variables Distribution Assumption MAX Likelly MIN

Deviations in annual Revenue Growth--Expl. Per. Triangular 2.44% 0% -3.00%

Deviations in annual Revenue Growth --Cont. Per. Normal 1.39% 0% -1.39%

Deviations from EBITDA Margin base annual estimates Triangular 5.02% 0% -19.82%

Deviations from CAPEX/Revenue base annual estimates Triangular 14.50% 0% 5.50%

Deviations from Kd base annual estimates Triangular 3.93% 0% -5.22%

Deviations from CRP base annual estimates Triangular 1.82% 0% -1.92%

Deviations from TEV/Revenue base estimate Triangular 0.38 0% -0.38

Deviations from TEV/Revenue base estimate Triangular 1.60 0% -1.60

Change in P/BV (TTM) Triangular 3.07 0% -3.07

Change in P/E (FW) Triangular 0.72 0% -0.72

Recovery Rate Triangular 10.00% 0% -10%

Valuation

DCF Valuation

Base Explicit Period (Average) Continuing Period

Revenues

$1,474.93 $1,831.57 $2,249.25

Net Margin

12% 21% 22%

LFCF

$271.16 $400.09 $505.44

Ke 11.71% 10.72% 10.72%

ROE 1284.55% 65.62% 31.03%

Relative Valuation

Median Justified Multiple Basis Implied Equity Value

EV/Rev (FW) 3.0x $1,544.67 $2,710.00

EV/EBITDA (FW) 9.4x $528.40 $3,041.89

P/BV (TTM) 7.0x $19.17 $134.67

P/E (FW) 14.2x $267.23 $3,787.89

Asset Based Valuation Valuation Summary

Intrinsic Value Target Price Model Weight

Recovery Rate 60%

DCF Valuation

72.23 $                           75.12 $                                        100%

Capital

$8,390.87

EV/Rev (FW)

47.56 $                           47.62 $                                        0%

Intangibles

$419.55

EV/EBITDA (FW)

53.38 $                           53.94 $                                        0%

Claims

$5,428.77

P/BV (TTM)

2.36 $                             (1.47) $                                         0%

Implied Equity Value

$0.00

P/E (FW)

66.47 $                           68.16 $                                        0%

Asset Based Valuation

- $                               (4.03) $                                        0%

Price per Share

72.23 $                           75.12 $                                        100%

Other

Intrinsic Value Distribution--Probability (Upside)=90%

0.00%

0.00%

0.00%

0.00%

0.00%

25.65%

23.60%

8.40%

25.89%

Asset Recovery Rate

P/E

P/BV

TEV/EBITDA

TEV/Rev

Discount Rate

CAPEX/Rev

EBITDA Margin

Revenue growth

Sensitivity: Price Variance Attribution Analysis


