
 
    

 

 

Company Description:  American Woodmark Corporation (“American Woodmark” or the “Company”) 

manufactures and distributes kitchen cabinets and vanities for the remodeling and new home construction 

markets. American Woodmark was incorporated in 1980 by the four principal managers of the Boise Cascade 

Cabinet Division through a leveraged buyout of that division. American Woodmark was operated privately until 

1986 when it became a public company through a registered public offering of its common stock.  

 

 

BUY/HOLD/SEL
L 
Current Price: $123.35 
Target Price: $141.75 
Market Cap: 2.159B 
Beta: 1.45 
Avg. Volume: 115,835 
S&P Debt Rating: bbb- 
Adj. ROE: 20.68% 
Adj. ROIC: 19.73% 
WACC Ke: 10.55% 
WACC: 10.45% 
EBIT Margin: 10.51% 
EBITDA Margin: 12.32% 
Equity Multiplier: 1.42 
Cash/Total Assets: 35.31 

 

 
 

Thesis: AMWD is one of the largest cabinet 

manufacturers in the Home Furnishings Industry, and 
has seen consistent growth over the past number of years 
in revenue, profit, and size. AMWD is extremely 
diversified inside their only product segment of Kitchen 
Cabinet Manufacturing with a wide variety of products to 
cater many different consumers, and with growing 
demand they will be able to attract more customers, 
especially with resent acquisition of RSI, who was a close 
competing cabinet manufacturer. Their opportunity for 
growth comes from the improved recovery of the 
housing market and the improved health of the 
consumer which will generate much higher demand for 
their services. The Monte Carlo simulation has shown 
that they have a much higher upside then a downside due 

to the projected increase in demand for their products. 
Based on the analysis AMWD appears to be in a 
position to increase their growth over last year.  

Catalysts: 
 Short Term: Earnings Announcement on 

3/9/17, and Cary Dunston became the 
Chairman of the board in August 

 Mid Term: Further increase in revenue from 
integration of AMWD’s RSI acquisition, and 
growing health of consumer driving demand 
in the industry. 

 Long Term: Further growth of the industry 
as a whole through continued recovery of 
the housing market from the 2008 market 
crisis.   
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Earnings Performance: 
AMWD began fiscal 2018 with an all-time high in net sales, revenue, net income, EBITDA adj, and EPS. 

Revenue has grown by 8% since last year, gross profit by 21.2%, EBITDA by 12.5%, and EPS by 16.1%. Cash 

from operations also increased from 74.6-77.1 and free cash flow along with it from 45.9-55.3. AMWD’s capital 

expenditures decreased from -28.7 to -21.8, however since the start of fiscal year 2018 it has increased to -32.1, 

meaning that while their revenues are increasing they are further putting that money back into the company. 

Their amount of short term debt has remained relatively the same, moving from 1.6 in 2016 to a current 1.7, 

however they have been paying off their long term debt and it has decreased from 22.1 in 2016 to 16.1 currently, 

which is likely a driving factor in the decrease in cash they have seen from 2016 to current day, respectively 

174.5 to 139.6. AMWD has also beaten their competitors in their revenue growth rate reporting 8.8% growth 

compared to the competitor median 4.69% 

 

AMWD has beaten EBITDA estimates since 2015, and has consistently grown since then as well, and it is 

estimated to continue to grow from the all-time high it is currently at. The stock price has also significantly 

increased in the last year, from a price of roughly $87 to a high of $140 and then eventually down to its current 

price of $127, likely due to macro conditions in the consumer discretionary sector, however it has been 

increasing again recently. Free cash flow to firm and equity have also both increased since 2016. 

 

 
 

 

Industry Outlook: 
AMWD is a part of Home Furnishings Stores industry, and this industry is directly tied in with the health of 

the average consumer and of the housing market. In the industry itself revenue has consistently grown each 

year since 2008 as has private spending on home improvements, both of which are estimated to continue their 

growth into 2018 and continue from there. The health of the consumer is also set to improve as consumer 

confidence has been increasing and is estimated to continue to increase and this also proves true for Per Capita 

Disposable Income which has increased since 2013 and is projected to continue.  

 



 
    

 

  
Source: IBIS World 

 
Source: Bloomberg 

 

The housing market itself has also been improving and looks to continue its growth, the home ownership rate 

has declined every year since the market crisis and in 2016 it declined at its lowest rate since and is projected to 

begin to increase. Housing Starts have also been increasing in the previous years and the growth is projected to 

continue. These factors driving industry growth all imply a coming increase in demand for the products of 

AMWD.  
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Business Model: 

AMWD has one reportable segment, it is labeled as Kitchen Cabinet Manufacturing. They offer 85 door 

designs with a targeted range of painted and stained finishes on maple, cherry and oak as well as engineered 

fronts under the DuraformTM mark. Their products are sold under the brand names of American 

Woodmark®, Simply Woodmark, Timberlake, Shenandoah Cabinetry, Shenandoah Value Series, and 

Waypoint Living Spaces. These products are sold on a national basis across the United States to the 

remodeling and new home construction markets. AMWD services these markets through three primary 

channels: home centers, builders, and independent dealers and distributors. They provide complete turnkey 

installation services to its direct builder customers via its network of seven service centers that are strategically 

located throughout the United States. AMWD distributes its products to each market channel directly from 

four assembly plants through a third party logistics network. The primary raw materials used include hard 

maple, soft maple, oak, and cherry lumber and plywood. Additional raw materials include paint, particleboard, 

medium density fiberboard, high density fiberboard, manufactured components and hardware. AMWD 

currently purchases paint from one supplier; however, other sources are available. Other raw materials are 

purchased from more than one source and are readily available. AMWD’s main means for competition is its 

breadth and variety of product offerings, expanded service capabilities, geographic reach and affordable 

quality. AMWD’s business has historically been subject to seasonal influences, with higher sales typically 

realized in the second and fourth fiscal quarters. General economic forces and changes in the customer mix 

have reduced seasonal fluctuations in revenue over the past few years. In recognition of the cyclicality of the 

housing industry, AMWD has a policy to operate with a minimal amount of financial leverage. They regularly 

maintain a debt to capital ratio of well below 20%, and working capital net of cash of less than 6% of net 

sales. At April 30, 2017, debt to capital was 4.2%, and working capital net of cash was 5.9% of net sales. 

During the fiscal year ended April 30, 2017, AMWD had two primary customers, The Home Depot and 

Lowe’s Companies, Inc., which together accounted for approximately 37% of the Company’s sales. AMWD 

also does not pay out dividends.  

 

 

Segment Analysis: 



 
    

 

AWMD only has one reportable segment labeled Kitchen Cabinet Manufacturing, however within this one 

segment they offer a large amount of product diversity by selling under different brands, styles, and product 

lines. AWMD currently offers framed stock cabinets in 514 different cabinet lines, ranging in price from 

relatively inexpensive to medium- priced styles. Their cabinets are offered in a broad range of sizes, 

construction and decorative options to achieve a broad range of design layouts. So as is to be expected 

Kitchen Cabinet Manufacturing segment makes up 100% of the revenue and sales for AWMD, and all of 

these measures have been increasing. Revenue, gross profit, EBITDA, operating income, and net income 

have all substantially increased in the segment in the past 3 years. The gross margin has also increased from 

21.09-21.23.  

 

 

Management/Ownership: 

AMWD is primarily owned by investment advisors with 77.51% of shares currently belonging to them, a 

decrease of 0.37% from last year. Individual owners hold 9.99% which is a .05% decrease, Hedge Fund 

Managers hold 6.62% with that also being a decrease of .04%. The majority holders of AMWD are BlackRock 

Investing with 11.1%, William F. Brandt Jr, former Chairmen, CEO, and Director, holds 9.94%, and Broad 

Run Investments with 8.28%. The short interest days to cover for THOR is currently decreasing after 

approaching roughly 2.9 and is now at 2.4. It had hit a high of 5.578 in May 2017 and then proceeded to its 

low of 0.9817 in December. Since this low both short interest and the price of the stock have increased until 

recently where the stock price began to decrease to its current price along with short interest. The volume of 

short interest has been decreasing since January. 

  



 
    

 

CEO Cary Dunston joined AMWD in October 2006 as senior vice president of manufacturing and supply 

chain services, he was made president in 2014, was promoted to CEO in 2015, and in 2017 was named 

chairman of the board. He was also previously the vice president of global operations in company Diamond 

Innovations, and vice president of operations for BBA Fiberweb. Total average executive compensation has 

increased every year for the past six years.  

 

 

Capital Allocation Comparison: 

AMWD has a Total Debt to Total Asset ratio of 3.37%, which is extremely low compared to the competitor 

median of 29.15% and AMWD runs with very low levels of debt in general and Carey Dunston, CEO, stated 

that “In recognition of the cyclicality of the housing industry, the Company’s policy is to operate with a 

minimum amount of financial leverage.”, and they have also decreased their debt by 28.85% in the last year 

compared to a industry average decrease of 4.12%. AMWD carries a Cash and Cash Equivalent amount that 

is equal to the median of the competitors with 176.98 million and their Operating Margin is 10.76% 

compared to the competitor median 9.36%. AMWD has a WACC that of 13.31% that is higher than the 

competitors average of 10.66%, however they also have a ROIC/WACC of 1.27 which is higher than the 

competitor median of 1.16. So although their WACC is higher than average, the ROIC they are seeing is also 

above average so the WACC does not have any negative implications.  

 

 

Profitability Comparison: 

Over the past 5 years AMWD has seen consistent growth in revenue, gross profit, EBITDA, Net 

Income, and EPS. Although the revenue growth rate has decreased since 14.7% in 2015-2016, the 



 
    

 

2016-2017 growth rate was 8.8% and this was solely because net sales did not increase as much as 

previously however with their recent acquisition of RSI, sales will likely increase past this 8.8%.  

 

AMWD’s adjusted revenue growth rate is 8.79% and net income growth rate is 21.25%, the adj. 

revenue growth rate is notably higher than the median of the competitors and the NI growth is 

aligned with the median. AMWD’s ROE is also higher than the median with a respective 23.03% to 

19.31%. This is also true for their ROA,  ROIC, and Adj. EBITA Margin which are all higher than the 

competitor median. This all implies that AMWD is seeing higher levels of returns on their operations 

then their competitors.  A supporting factor of their strong performance is that AMWD’s Asset 

Turnover Ratio and Inventory Turnover are both double or greater than the competitor median. This 

is alongside the fact that their Cash Conversion Cycle is half that of the median, these figures 

support the strong performance and growth AMWD is showing in the aforementioned figures. 

 

Sensitivity Forecast: 

AMWD’s stock price value is very sensitive to revenue and operating cost, it is also sensitive to capital 

expenditures but to a lesser extent. From 2016 to the end of 2017 AMWD experienced a revenue growth of 

8.8%. AMWD has a operating expense to net sales of 11.3%, compared to a competitor median of 18.67%. 

The bear and bull case valuation are evaluated using a Monte Carlo simulation with different assumptions. 



 
    

 

The base case, or the most probable scenario, had a target price of $141.75 with a target 1 year return of 

14.5% and has a intrinsic value probability upside of 100%. Under the bear case, there is a 32.78% intrinsic 

value probability upside which created a target price of 130.02. This is the result of making the assumption 

that revenue and sales was going to decrease despite estimates that it would increase. I also made the 

assumption that operating expenses would increase due to complications with implementing their acquisition 

of RSI Home Products. In this scenario AMWD could still be considered a buy as the target price is still 

marginally higher then the current stock price however, the expected return would be low and the money 

would be better invested elsewhere. The bull case displayed an intrinsic value distribution probability of 100% 

and created a target price of $163.41. This was a result of making the assumption that revenues would 

increase more then was estimated and operating expense did not change and a ! year return of 31.7% would 

be generated. Based on current industry trends, the probability of this scenario occurring is much higher as 

demand in the industry is set to increase along with revenue and sales for AMWD. This is reasonable because 

marginal increase in revenues year over year have resulted in large growth in the stock price. From 2015 to 

2016 revenue grew 14.7% and the price of the stock increased by 68.94%, and from 2016 to present day 

revenue has grown by 2.7% and the price of the stock has increased by 39.4%. Since AMWD is highly 

sensitive to revenue and the industry they are is set to grow, it shows that bull case is much more likely then 

the bear case. 

 

 

Summary:  

In conclusion, AMWD is a buy at its current price. This is due to the fact that they are one of the top 

companies in an industry that is currently seeing a high percentage of growth. AMWD’s product diversity and 

recent acquisition of close competing cabinet manufacturer RSI give them the ability to meet the demands of 

more consumers once the industry growth continues. The upside is much greater than the downside, and the 

downside would not necessarily result in negative returns, just a return that could have been greater if the 

money was invested elsewhere. The company’s 1 year target price is $141.75 with a 1 year target return of 

14.5% based on analysis and current price. AMWD appears to be well positioned to approach or break its 52-

week high. 



 
    

 

 



 
    

 

 


