
 
    

 

 
Thor Industries, Inc. produces and sells a wide range of recreation vehicles. The Company offers 
motorhomes, camping, fifth-wheel, and travel trailers. Thor Industries serves customers in the 
United States and Canada. 

 
               SELL 
Current Price:  $60.18 
Target Price:  68.64 
Market Cap:  3,396.0M 
 
 

Adj. NI margin 5.2% 

ROIC: 29.2% 

Total Debt: 0 

Kd: 5.85%  

Credit rating: bbb- 

WACC: 10.7% 

 
 

 
 

Thesis: THO is in a contracting sector of the 

economy and only shows signs of following the 
downward trend. This is not company specific. The 
recreational vehicle market has taken a hit in the 
past year.  At the beginning of 2018, THO was 
trading a high of 161.1 and now is at its lowest point 
of 55.50. As the economy shows signs of 
transitioning into a bearish market, their target 
demographic of middle class Americans have less 
discretionary income to spend on large invests such 
as recreational vehicles. 
 
 

Catalysts:  
 

 Successfully acquire Erwin Hymer Group 
for 2.1 B 

 Marco economic conditions  

 Invest in organic growth opportunities  
 

 Thor Industries Current Position  
THO is going all in on expanding their business to incorporate more market share around the globe. The scope 
of the business is limited to the North America and with the acquisition of Erwin Hymer Group (EHG), this 
has allowed THO to become one of the biggest RV retailers in the world. Erwin Hymer Group is the #1 
manufacturer in Europe (based on revenue) with forecasted FY18 sales of  $2.9 billion at current exchange rate. 
Thor and the shareholders of EHG have entered into a definitive agreement for Thor to acquire EHG for an 
enterprise value of approximately €2.1 billion, with the purchase price to be funded with cash and equity. Equity 
consideration will consist of approximately 2.3 million shares of Thor. Thor is the #1 manufacturer in North 
America with over $8.3 billion in revenue. In 2018 Thor has taken a major hit as far as the stock price. YTD 
Thor has dropped 59.05% compared to last year. This is due to underwhelming earnings calls that deflated 
consumer confidence in the stock. Looking at their financials position, there are a few red flags that jump out. 
Their revenue growth YoY is only at 1.1%. Their gross profit has down from last eyar at a marin of 13.2% 
compared to 14% last year. Their EBITDA is following a similar trend. It has gone down from 8.7% to 8.1%. 
Their net income margin more or less stagnated at 4.9% compared to 5.2% the year prior. Lastly, due to the 
contraction of their business, Thor’s EPS has gone down significantly. Last year the EPS was at $8.12 and it is 
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now at $7.23, which represents a -9.8% change. Overall, Thor has been contracting for a full year and it is 
reflected in their stock price and a decrease in consumer confidence.  
 

 
 
 

Ownership: 
 

With the recent contraction in THO, there has been significant change in the ownership positions. The 

four biggest Geographic owners has decreased. The U.S, Sweden, U.K and Canada has decreased. The 

U.S is the most significant because this is where 100% of Thor’s business is located. Looking towards the 

top ownership type, hedge fund managers have liquidated 0.03% of their position, which reinforces the 

negative sentiment for future growth. Pension funds have also changed their position by 1 basis point, 

which shows a lack of faith in the company’s perceived risk.  

 With an average daily trade volume of 1.4 million, Thor is a fairly liquid stock. The trade volume 

typically doubles during the earning calls.  This is advantageous to us because it would allow the fund to 

easily liquidate its position to get some much needed cash for the fund.  

 The short interest for THO has gone up in recent days, but is still lower than it was last year. The 

short interest is currently at 3 million shares or 6.07% of the float. The short interest ratio is at 3.34 days 

to cover and it has had a positive .88 day change. 

 



 
    

 

 
  

 

 

  
Growth potential 
With Thor soon being the largest RV manufacturer in the world, it would seem that it would be a given that it 
has value. Thor has an emphasis on organic growth, which is one of their main focuses in this coming year. In 
their recent earnings call. Thor states that the macro outlook on the industry is positive. With many baby 
boomers coming of retirement age, this demographic is an integral part of their business. Another key aspect 
of their marketing strategy is trying to attract younger buyer in order to make a life time customer. Their 
recent ad campaign, “Go Your Own Way” and “Go RVing”, targets younger first time buyers to the lifestyle 
choice of an RV. Thor is also placing an emphasis on continuous investments in new products, features and 
floorplans. With short product development cycle enables Thor to introduce new models every year, 
reinforcing the consumer trade-in cycle. As far as expansion, recent new and expanded campuses added over 
the last two years as allowed Thor is become a major force in the industry.   By investing in future campus 
expansions underway in Ohio and Idaho, this will allow Thor to reinforce its presence in the market. 



 
    

 

 

 

 
Threats 
Although Thor’s presentation says that the macro outlook seems positive, over the course of the most recent 
year the fluctuation in stock price shows that its assumptions may be flawed. In recent months, the 
macroeconomic environment has hinted that we may be facing a impending bear market. This would have a 

substantial impact on Thor’s business. Companies  within  the  recreational  vehicle  industry  are  subject  

to  volatility  in  operating  results  due  to  external  factors,  such  as  general  economic conditions, 

credit availability, consumer confidence, employment rates, prevailing interest rates, inflation, other 

economic conditions affecting consumer attitudes and disposable consumer income, demographic changes 

and political changes. With signs pointing to an economic contraction with things such as interest rate 

increases paired with a down turning market, this could have a material impact on their business. Thor’s 

product require financing in most instances due to the high price point. If discretionary spending 

decreases while credit facilities tightening credit requirement could be a recipe for economic hardship for 

Thor.  

 
Competition 
 

The industry in which Thor is engaged is highly competitive. The recreational vehicle industry is 

generally characterized by low barriers to entry, which result in numerous existing and potential 

recreational vehicle manufacturing competitors. A number of their operating subsidiaries also compete 

with each other. Competition is based upon price, design, value, quality and service as well as other 

factors. Competitive pressures have, from time to time, resulted in a reduction of Thor’s profit margins  

and a  reduction in  our market  share. Sustained increases in these competitive pressures could have a  

material adverse effect on their results of operations.  

 

 
 
 



 
    

 

Base/Bear/Bull cases 
Base case:  

 
 
 
Bear case 

 
 
 
Bull case: 
 

 
 



 
    

 

 
 

Conclusion:  
Due to our current position with this company as well as our need for cash in the fund, we are left with 

two options. The first and safer option is that we liquidate our position and realize our losses, which are 

significant, and use the cash that we get from the sale to reinvest into a different business. Option 2 is we 

stretch the time horizon and see if this year was just a hiccup as far as the financials are concerned. Thor 

will soon be the largest manufacturer of  RVs and can capitalize on the economies of scale associated with 

it. We have lost about half of our initial investment, so it may be worthwhile to see if the stock rebounds. 

In my opinion, we should follow through with the first option and recoup  our losses with a more lucrative 

investment. 
 
 



 
    

 

 


