
 
    

 

Company Description: 

Hasbro is a global play and entertainment company committed to “Creating the World’s Best Play 

Experiences.” The company’s diverse products include toys and games to television, movies, and digital 

gaming and consumer products. Hasbro’s iconic brands include Nerf, Transformers, Play-Doh, Monopoly, 

My Little Pony, and Magic: The Gathering. Hasbro has a strategic partnership with Disney, which allows the 

company to license popular names and characters from Star Wars and Marvel movies along with other Disney 

movies. Hasbro was recently named the world’s most ethical company for the sixth year and ranked number 

one in Newsweek’s 2016 Green Rankings. Hasbro was founded in 1923 and was incorporated in 1968. 

BUY 
Current Price:                $99.11      
Target Price:                  $118.92    
Market Cap:                   12.56B      
Volume:                         1.285M                           
S&P Debt Rating:          BBB           
Ke:                                 8.3%                                 
ROE:                             33.89%                                
Net Income Margin:      10.98       
Total Asset Multiplier:   1.02      
Equity Multiplier:           2.78             
Cash/Total Assets:        25.2%           

Catalysts: 
 Short Term (within the year): Key licensing 

agreements with Hasbro's Partner Brands with key 
motion picture releases upcoming 

 Mid Term (1-2 years): Hasbro shifting to consumer 
trends by premiering its own animated movie and 
increased presence in digital gaming 

 Long Term (3+): Innovative new products that will 
lead to improving margins and differentiation from its 
competitors. 
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Thesis:  
Hasbro is the industry leader in the strength of its rich innovative brand portfolio. Also, with its strategic and 

licensing partnerships with premiere entertainment brands that attract fans and have key motion picture 

releases upcoming. Hasbro's 1st quarter earnings significant gains in its numerous brand portfolios and 

generating $411.9M in operating cash flow positions the company well for the future. The leisure product 

industry continues to see significant global growth. Hasbro is shifting to consumer changing trends with the 

premier of its first animated film, "My Little Pony: The Movie," and increased presence in digital gaming with 

43% growth from year-to-year due to its Backflip Studios. Also, with the demographic focus on girls and 

customers over the age of 14 have seen significant consumption growth. Hasbro uses a small amount of 

leverage and is much more profitable than its competitors which makes Hasbro the best in class of the 

Leisure Products industry. Hasbro with its Brand Blueprint strategy will continue to re-invest into its brands, 

create innovative new content, and connect with consumers.  

 

1st Quarter Earnings Performance: 
Hasbro's CEO stated, "Our first quarter results were consistent with the expectations we shared with you in 

February, and position us well to execute against the major theatrical and content releases as well as 

innovative new play experiences planned for the full year." 

For the first quarter, net revenues were $879.7M up 2% 

year-over-year. This included revenue growth of 2% in the 

U.S. and Canada segment, the International segment 

remained flat, and emerging market revenues increased 20%.  

The Entertainment and Licensing segment increased 24% 

driven by growth in digital gaming, including Backflip 

Studios. For brand portfolio performance, franchise brands 

were up 2% led by growth in Nerf, Transformers, and 

Monopoly. While, My Little Pony revenue declined. Partner 

brands revenues declined 18% as expected due to Star Wars 

and Marvel ahead of movie releases later this year. One specific area of growth was Hasbro gaming up 43% 

due its diverse brand portfolio of news games, digital games, and classic gaming. This was driven by 

continued growth in the games Pie-Face and Speak Out. Emerging brand revenue increased 25% behind 

continued growth in Baby Alive and Furreal Friends. Hasbro's operating profit decreased by 9% due to the 

strategic shift in product mix to prepare for upcoming theatrical releases and this year's quarter having 14 

weeks versus 13 weeks last year. Cost of sales increased 6% to 36% of revenues. Hasbro generated $411.9M 

in operating cash flow in the quarter thus ending the quarter with $1.5B in cash. In the quarter, Hasbro 

returned $81.5M to shareholders through its dividend and its repurchase program. 
 

Industry Outlook: 
Hasbro is the worldwide leader in the design, manufacture and marketing of the toys and games and other 

family entertainment offerings, but the industry is highly competitive. Competition is based primarily on 

meeting consumer entertainment preferences and on the quality and play value of products. In entertainment, 

Hasbro Studios and Discovery Family Channel compete with other children's and family television networks. 

There is also competition of obtaining trademarks and copyrights for the names or likeness of characters 



 
    

 

from movies, television shows, and other entertainment media. The toys and games industry is a growing 

global industry. The image below highlights certain countries like Russia growing at 14.4% annually, Mexico 

at 11.1%, the U.K. at 6.3%, and even the mature U.S. toy industry still growing at 4.7%. The 5-year total 

return chart shows how Hasbro has outperformed the S&P 500 and Russell 1000 Consumer Discretionary 

Index. A $100 initial investment in Hasbro has grown to $282 in 5-years. This is due to capital appreciation, 

increasing dividend payout policy, and repurchasing program. Hasbro has been able to outperform its 

competitors due to its strong franchise brand portfolio and strategic partners in Star Wars, Frozen, The 

Avengers, and Jurassic World toys. While, competitors like Mattel have not been able to adapt to the 

changing consumer entertainment environment. For example, Hasbro has taken advantage of the mobile 

gaming market with its acqusition of Backflip Studios, allowing its classic games to be implemented to digital 

apps. This has led to revenue growth increase of 24% in the entertainment and licensing segment. 

 
Hasbro is optimistic due to numerous upcoming theatrical releases and their licensing agreements. Firstly, on 

October 6, 2017 Hasbro's Allspark Pictures and Lionsgate will premier Hasbro's first animated film, "My 

Little Pony: The Movie." Also, Star Wars Forces of Destiny, an original micro series of animated shorts by 

Lucasfilms was recently announced along with the upcoming movie Star Wars: Han Solo. Lastly the launch of 

Hasbro's line of Disney Princess and Frozen fashion dolls with upcoming Disney princess films.  

 

Business Model:  

Hasbro's rich portfolio of innovative brands are shown below. These include Franchise & Partner Brands, 

Gaming Brands, Challenger Brands, and New Brands/Franchise Brands in the Making. 

 



 
    

 

Hasbro operates under the following categories: Franchise Brands, Partner Brands, Hasbro Gaming, and 

Emerging Brands. The past four years, Hasbro's Franchise Brands revenue has remained relatively constant 

while losing revenue share to now 46.4% of revenue. Hasbro's Partner Brands have been rapidly increasing in 

revenue to 28.1% of revenue. Hasbro Gaming recently has recently rapidly increased approximately 23% due 

to Hasbro's presence in mobile gaming. Hasbro's brands are marketed under the following segments: (1) 

Boys, (2) Games, (3) Girls, and (4) Preschool Toys. An area of growth is the Girls' toy segment, which has 

grown in revenue by 28% to over $1.19B from FY 2015 to FY 2016. This is due to the introduction of the 

Disney Princess and Frozen Dolls, Transformers toy sales amongst females tripled due to the introduction of 

strong female characters, and premiere of the "My Little Pony: The Movie" should help continue this positive 

trend. Hasbro's other rapidly growing demographic are products consumed by customers over 14 years of 

age, which consume 20% of Hasbro's projects. This is due to growing brands like Dungeons & Dragons that 

appeal to teenage gamers and digital gaming such as Monopoly, Scrabble, and Yahtzee.  

 

Revenues by geographic breakdown are 51% US/Canada, 28% Europe, 9% Latin America, 7% Asia Pacific, 

and 5% other. Hasbro's products are sold through wholesalers, distributors, chain stores, drug stores, mail 

order houses, catalog stores, and department stores. Wal-Mat accounts for 18% of revenue, Target for 9%, 

Toys R US for 9%, and Amazon for 3.17%. Hasbro continues to implement the Brand Blueprint strategy, 

which is building a 360-degree experience for its fans, children, and their families. Hasbro continuously 

identify proprietary insight, create engaging storytelling, invent innovative new play experiences, and execute 

in collaboration with global channel retailers.  

Management/Ownership: 

The ownership type chart is shown below. Investment advisors own 79.73% and Individuals own 9.46% of 

common shares outstanding. There has been decreasing position in shares outstanding held by Investment 

Advisors from one year ago to now. The short interest is at approximately 4.6M and there has been a 134K 

positive change is short interest. The short interest ratio is at 4.03, which has decreased by 0.35. There is an 

average of 2.99 days to cover the short interest for Hasbro. Hasbro has a relatively low short interest. 

 



 
    

 

Brian D. Goldner has been at Hasbro since 2000 and has been the Chairman and CEO of Hasbro since 2008.  

Goldner's compensation has decreased from $27.4M in 2013 to $10.58M in 2016, while Hasbro's stock price 

has increased by over 100% from 2013. Hasbro's total executive compensation has also decreased and has 

remained relatively stable in recent years. This could be explained by how Hasbro is recognized as one of the 

most corporate responsible and most ethical company. For example, Hasbro prides itself on being the 

industry leader with the lowest amount of product defects and recalls.  

 

Capital Allocation Comparison: 

Hasbro uses a small amount of debt for a company of its size and is highly liquid. For FY 2016, Hasbro had 

$1.72B in debt compared to $1.28B in cash. Cash represents approximately 25% of Hasbro's total assets. 

Total debt has decreased by 4% from 2014, while cash has increased by 43%. This piling of cash gives Hasbro 

flexibility to take advantage of future opportunities. Hasbro's capitalization is 0.13 compared to its 

competitors' average of 0.24. Hasbro is far less leveraged. The cost of debt and WACC for Hasbro is at 6% 

and 12.7%, which is higher than its competitors. However, Hasbro's ROC/WACC at 1.24 is higher than its 

competitors which is at 0.86. This means even though Hasbro's cost of capital is greater than its competitors, 

it is still able to have greater value creation due to its higher return on capital. 

 

 

 

Profitability Comparison:  

Hasbro stands out from its competitors due to its profitability and higher margins. Hasbro's revenue, gross 

profit, EBITDA, net income, and EPS have had a positive trend the past four years. From the last fiscal year, 

revenue has increased 12.9%, gross profit by 12%, gross margin has remained stable, EBITDA by 15.5%, 

EBITDA margin by 2%, net income by 27% and net income margin by 13%. Hasbro is able to generate 

significantly greater revenue per employee at $0.93 compared to its competitors average at $0.38. Also, 

significantly greater ROIC at 15.8% compared to competitors' at 9.3%. Hasbro has an impressive ROE of 



 
    

 

32.1%. Hasbro profitability margins are above the industry average in ROE, ROA, gross margin, and profit 

margin. Compared directly to its closest competitor Mattel, Hasbro has a significant advantage in terms o 

profitability. This is due to Hasbro developing its brands to adapt to consumer change, while Mattel has not 

been able to. In terms of activity ratios, Hasbro has a very high cash conversion cycle of 112.30 days 

compared to Mattel's of 69.28. This is an area were Hasbro needs to improve. Based on profitability, Hasbro 

is by far the best in class in the Leisure Products Industry. These margins have even greater growth potential 

with Hasbro's upcoming developments.  

 

 

 

 

Summary:  

In conclusion, Hasbro is a buy at its current price due to its upward growth potential. Hasbro has the 

competitive advantage of a rich innovative brand portfolio and partnership with premiere entertainment 

brands. Hasbro has strong and consistent free cash flow grow generation, which is invested back into 

Hasbro's brands and returned to shareholders. Hasbro is continuously shifting its portfolio of brands into 

high growth areas such as mobile gaming and premiering box office movies. Hasbro has strong management 

leadership that has earned the awarded the company as the world's most ethical company for the sixth year 

and ranked number one in Newsweek's 2016 Green Rankings. Hasbro's one-year target price of $118.92, a 

19.99% return, is reasonable due to their upward growth potential. 

 



 
    

 
 


