
Siena Market Line 
3rd week of October 2015 

 

 

 

U.S. Concrete, Inc. 

NasdaqCM:USCR 

Analyst: 

Sector:  

Daniel Bacchi 

Industrials 

BUY   Price Target: $58.24 

Key Statistics as of 10/15/2015  Thesis Points: 

Market Price: 

Primary Industry:  

Market Cap: 

52-Week Range: 

5Y Beta: 

$53.56 

Construction Materials 
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$21.60-57.57 

1.46 

  Vertical integration in the industry through key 

acquisitions in the aggregates market.  

 Greater margin potential through reduced materials 

costs while maintaining or increasing quality.  

 The industry strength will be a key factor to 

continued growth.   

Company Description:   

U.S. Concrete, Inc., through its subsidiaries, produces and sells ready-mixed concrete, aggregates, and concrete-related 

products and services for the construction industry in the United States. It operates through two segments, Ready-Mixed 

Concrete and Aggregate Products. The Ready-Mixed Concrete segment is involved in the formulation, preparation, and 

delivery of ready-mixed concrete to customers’ job sites; and the provision of various services that include the formulation 

of mixtures for specific design uses, on-site and lab-based product quality control, and customized delivery programs. The 

Aggregate Products segment offers crushed stone, sand, and gravel for use in commercial, industrial, and public works 

projects. The company also engages in the operation of building materials stores; provision of lime slurry and Aridus rapid-

drying concrete technology; sale of brokered products; hauling and recycled aggregates operation activities; and operation 

of drum mixer trucks, as well as transfer trucks for transporting cement and aggregates. It primarily serves concrete sub-

contractors, general contractors, governmental agencies, property owners and developers, architects, engineers, and home 

builders in north and west Texas, California, New Jersey, New York, Washington, D.C., and Oklahoma. U.S. Concrete, 

Inc. was founded in 1948 and is headquartered in Euless, Texas. (From YAHOO! Finance) 
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Thesis 

 

U.S. Concrete, Inc. is positioned in the top 3 in the 

major markets the firm serves. The firm has focused on 

vertical integration through key acquisitions in the 

ready-mixed concrete segment and the aggregates 

market. The vertical integration assisted U.S. Concrete, 

Inc. in reducing cost by using the aggregates as a primary 

source for the ready-mixed business division. The 

reduction in cost has produced a greater margin for U.S. 

Concrete, Inc. in the current financial period along with 

the increased activity in construction in the U.S. that has 

increased demand for materials such as ready-mixed 

concrete. A BUY of U.S. Concrete, Inc. (USCR) is 

suggested with a one-year target price of $58.24.  

Industry Performance & Outlook 

 

U.S. Concrete, Inc. provides ready-mix concrete and 

aggregates for the construction materials sector. The 

past year’s market increase of 25.33% due to the 

growing economy leaves investors with a positive 

outlook into the future.  The construction materials 

sector is heavily tied to future GDP growth; economists 

have predicted that, overall, the U.S. GDP will continue 

to grow, barring any extraordinary events in the 

economy. Forecasters see a 25% chance of growth over 

3%, defined as an economic boom, before election day 

of 2016. Overall the forecaster have a consensus of 

2.8% growth in the period between now and election 

day. The forecast bodes well for the new construction 

market. 

Economists forecast an average increase in industrial 

construction, the main driver of change in the 

construction materials sector, of 10.1% for 2016. 

Industrial and commercial projects provide the largest 

opportunity for U.S. Concrete, Inc. to offer value-added 

products that meet the requirements requested by those 

projects. Office construction is forecasted to increase 

12.0% for 2016, other construction is estimated 

between 2.5% and 11.5%. The key factor is the strength 

of the market continuing forward. The Fed and 

economists look for continued growth that we have 

seen in 2015. U.S. Concrete, Inc. expects an increase 

with sustainable construction; a main market segment of 

the business. They predict green construction at 55% of 

non-residential construction in 2016.  With increases in 

construction, it can be assumed that competition will be 

fierce and new entrant may appear as low cost 

alternatives in the primary construction market.  The 

key to success will depend on the strategies of the 

competitors in the market. 

 

 

Vertical Integration & Acquisitions  

 

U.S. Concrete, Inc. completed 17 acquisitions of ready-

mixed concrete  and aggregate firms since 2014, building 

U.S. Concrete, Inc.’s position within the market and 

providing cost reductions due to economies of scale 

along with integrating firms providing the primary 

material, aggregate (about 60-75%), of ready-mixed 

concrete. The inorganic growth that has been achieved 

through acquisitions has expanded U.S. Concrete, Inc. 

into new arenas and grew market share in current 

markets. The primary market for U.S. Concrete Inc. is 

in West Texas where they are currently positioned at #1. 

The average market share in key regions is about 30%, 

with an opportunity to grow both organically, through 

increased sales, and inorganically, through more 

acquisitions.  

Enhancing the value chain in the NY/NJ region has 

been achieved through aggregate acquisition of Wantage 

Stone. A single site of 38 million tons of reserves will 

reduce costs in the region. Value chain enhancement in 

the region near Texas has been achieved with the 

acquisition of E&A Materials in Wichita Falls; that will 

provide 15+ million tons of reserves. 

Along with aggregate acquisitions, U.S. Concrete Inc. 

has expanded their ready-mixed concrete capacity in the 

NY/NJ region with the acquisitions of Colonial 

Concrete Company (NJ) and Ferrara Bros. (NY) 

providing 10 more ready-mixed plants and 129 mixer 

trucks allowing U.S. Concrete Inc. to provides a wider 

range of service and a larger proportion of service in the 

NY/NJ region. Other recent acquisitions have provided 

U.S. Concrete with 7 plants and 91 trucks in both the 

San Francisco Bay Area and Northern Virginia. 

The recent acquisitions have proven that U.S. Concrete 

Inc. has the ability to consolidate markets, integrate their 

operations, in turn increasing margins and producing 

attractive returns for the firm. 
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Increasing Margins  

 

 
By vertically integrating their operations with aggregate 

and ready-mixed concrete acquisitions U.S. Concrete 

has managed to increase revenue and margins, costs of 

goods sold as a percentage of sales for the LTM have 

dropped to 80% from the average of 85% in the period 

from 2010 to 2014. Coupled with revenue growth of 

23.5%, U.S. Concrete Inc has managed to produce an 

EBITDA margin of 7.7%, up from the 3% average in 

the years from 2010 from 2014. The key consideration 

is U.S. Concrete, Inc. has beat past estimates for revenue 

and EBITDA in the last few quarters, and the future of 

U.S. Concrete looks strong into the following quarters.  

 
Investors can only expect the margin to increase as the 

acquisitions and backlog allow for anticipated growth 

into 2016. U.S. Concrete, Inc. is looking to expand into 

a 5th geographic area, if they are successful they are 

looking at more revenue growth and an increase in 

margins for 2016. 

 

Business Cores 

 

U.S. Concrete, Inc. provides technology and 

innovations that provide the development of engineered 

mixes that are able to reduce the carbon footprint, while 

maintaining the high performance that customers look 

for in concrete, as compared to traditional concrete. 

They are able to reduce the material cost by using a low 

CO2 level but at the same time offer an equal or higher 

performing product as compared to traditional 

manufacturing procedures. Just like competitors, U.S. 

Concrete, Inc. remains focused on cement production 

and utilization. 

Continuing expansion into current markets through 

organic growth along with acquisitions and partnerships 

is a goal of U.S. Concrete, Inc. Along with expansion 

into new markets that allow for new streams of revenue 

and supply and to better serve customers. Coupled with 

optimizing the performance of their ready-mixed 

concrete they will continue to differentiate themselves 

from competitors that focus solely on cost and price 

rather than quality. 

 

Financials 

 

Through the recent year U.S. Concrete, Inc. has grown 

financially stronger through increases in revenue to 

reductions in costs. Those do not come without any cost 

however. In order to expand markets and control supply 

U.S. Concrete, Inc. required financing; primarily, they 

used debt in their acquisitions. 

Currently the cost of borrowing for the firm is 8.54%,  

correlating with the debt rating of B+ by S&P. It will be 

imperative that U.S. Concrete, Inc. is able to wisely use 

debt to finance their future expansion, management 

believes that they will use a blend of equity and debt to 

finance future growth. The key factor is not only how 

they finance but the return brought on by the asset they 

finance. At the current period net property plant and 

equipment as a percentage of sales is well below the 

industry average of 85.0%, with an NPPE/Rev. of 

26.0% it is apparent that U.S. Concrete is able to do 

more with the assets the firm owns. 

For the current period U.S. Concrete produced a 

NOPLAT margin of 5.5%, forecasts show that by 2022 

that margin will reach 7.9% into the continuing period 

placing U.S. Concrete at a prime position and allowing 

for future reinvestment through the company’s 

earnings. 

 

Revenue EBITDA Norm. EPS

Last Quarter 7.40% 26.73% 77.03%

Last Quarter-1 6.62% 45.19% NM

Last Quarter -2 4.50% 8.47% 60.00%

Last Quarter -3 3.45% 13.33% 83.64%

Last Quarter -4 0.00% 0.00% 0.00%

Past Earning Surprises
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Conclusion  

 

It is imperative that U.S. Concrete, Inc. maintains or 

increases current margins into the next year. The most 

sensitive aspects to their value are revenue and operating 

costs.  

 
The consensus and predictions, along with past 

performance in the year indicate that the firm will 

continue to grow revenue and find avenues to reduce 

costs. That is why I recommend a BUY for U.S. 

Concrete, Inc. 

 

 

Sources: 

- U.S. Concrete Inc., 10-K 

- U.S. Concrete Inc., Investor Presentations 

- The American Institute of Architects 

- Capital IQ 

- Bloomberg 

- SEC 

- NY Times 

 

 Sensitivity Analysis 

Revenue growth variations account for 42.1% of total variance

Risk premium's variations account for 3% of total variance

Operating expenses' variations account for 32.7% of total variance

Continuing period growth variations account for 24.9% of total variance
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