
 
    

 

 

Vail Resorts (MTN) owns and operates recreational and urban ski areas throughout the United 
States, and more recently, Australia and Canada. They generate revenue through season pass 
sales, lift tickets, ski school, dining, retail, lodging, rental income, and the sale of real estate 
property.  

 

BUY 
Current Price:  $189.51 
Entry Range:                $180-185 
Target Price:  $215 
Market Cap:  $7.5B 
Credit Profile:  
WACC:                         8.2% 
Beta:                              .88 
 

 

 
 

 

Thesis: Vail's exceptional ability to acquire 

various properties and resorts has catapulted them 
above the competition within their niche and has 
generated some serious value. Their most recent 
quarterly performance proves their ability to achieve 
year-round growth in an industry that is heavily 
dependent on seasonal weather. Vail's strategic 
hedging techniques, access to capital, organic 
growth, and earnings performance constitute their 
valued position in any long-term growth portfolio. 
In addition, catalysts maturing within two years will 
strengthen their financial abilities to acquire resorts 
and strategically offset slow performance caused by 
seasonal effects in the weather. Although Vail may 
be on the pricey side (especially with a PE multiple 
of roughly 40), we expect the stock to grow 
according to company guidance and overall industry 
outlook. Long position, entry-range $180-$185.   

Catalysts: The heavy-hitting catalysts focus on a 

high-impact 2017 investment plan, further strategic 
hedging, and a new addition to the Vail family of 
resorts: 

 2017 CapEx Deployment: $106m 
throughout 2017 

 2017 Launch of summer program Epic 
Discovery 

 Acquisition of Stowe Mountain in Vermont 
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Revenue Outlook: 
Summary  Segment Analytics 
 

Headquartered in Broomfield, Colorado, Vail Resorts was founded in 
1997 and is the world's largest operator of ski-resorts. The company 
operates across three main segments: Mountain, Lodging, and Real 
Estate.  
Mountain: Ten premier recreational mountains, three urban areas. 

Global presence: Whistler Blackcomb, British Columbia. Perisher, 
Australia 

Includes lift tickets, ski-school, dining, retail & rental 
Lodging: Focused on hospitality aspect of visitation 

Luxury hotels, Condominiums, Destination resorts, Golf courses 
Real Estate: Profitable side-segment capitalizing from visitation as well 

Buys/Holds/Sells real estate parcels in surrounding resort 
communities  
 

Segments as % of Sales (000s) 
 
  Mountain 
     2017 Q2: 
         654.1/725.2 = 90% 
     2016 Q2 
         532.9/599.4 = 89% 
   Lodging 
      2017 Q2: 
          65.9/725.2 =  9% 
      2016 Q2: 
          62.8/599.4 = 10% 
   Real Estate 
       2017 Q2: 
          5.2/725.2   =  1% 

        2016 Q2: 
          3.7/599.4   =  1% 

Quarterly Performance Details   
 

Vail's fiscal second quarter performance experienced double digit growth on the earnings and revenue fronts. 

Revenue grew 21% since 2016 Q2 bolstered by heavy segment growth all 

around. Net Income attributable to Vail rose 27.5% and beat earnings by 

$0.17, all while segment operating costs decreased. Most of the growth 

figures have been attributed to the success of the Whistler Blackcomb 

acquisition in 2016. 

 

The Mountain segment boasted increased lift revenue of 24.5% Y/Y, 

increased ski-school growth to 25.9%, a 21.5% spike in dining revenue, 

and retail/revenue growth of 19.7%. Thanks to the recent acquisition of 

Blackcomb, Vail has been able to spread out the sources of revenue while 

maintaining cost control. Overall, the mountain segment reported 

increased operating costs of 19.9% due to one-time costs incurred from 

the acquisition while Mountain EBITDA increased by 26.4%, indicating a 

source of value generation. With costs growing at a slower rate than 

EBITDA, Vail recognizes a higher return on their invested capital as 

incremental costs grow at a slower rate. 

 

The Lodging segment net revenue grew by 4% Y/Y bolstered by cost reductions, since the segment's 

EBITDA increased by 12.8%. Lodging operating costs declined from 9.6% of sales, to 8.2% Y/Y, indicating 

another situation of value generation within this segment. Combing both the Mountain and Lodging 

segments together, the resort's net revenue figures climbed 20.9% while respective EBITDA grew 26.1%.   

 



 
    

 

The Real Estate segment experienced monumental growth reporting a 41.6% growth, mostly due to selling an 

inn at Keystone Resort. Also, net cash flows for the segment increased by 130% with a $2.2m gain from this 

point last year. 

 

 

 

Strategic Hedging: 

Curbing the Effects of the Environment and Foreign Exchange  
 

One of Vail's remarkable qualities is their ability to merge their acquisition capabilities with strategic hedging 

opportunities. For example, when MTN acquired Perisher Mountain in New South Wales, Australia in 2015, 

it was more than just another asset to add to the portfolio. The key component of this deal is that Australia's 

seasons are the inverse of ours in North America. Their 

winter season begins in June and ends in September, just as 

we begin and end our summer season. MTN strategically 

hedged against headwind faced in the off season by 

purchasing an asset that delivers the most return during the 

slowest earnings season of their core business. In doing so, 

Vail hoped not to gain returns based on the mountain itself, 

but on the expansion of their brand. Since Perisher is the 

most frequently visited mountain in Australia, CEO Robert 

Katz reportedly hoped that the well-versed skiers traveling to 

Australia would join the conglomerate of mountains that Vail 

offers through their version of a season's pass. He's hoping 

that once skiers realize that the mountains in the Northern Hemisphere are larger, more luxurious, and 

superior quality, they will also realize they can ski for free through the pass. In doing so, Vail has indirectly 

publicized themselves through their hedging techniques. 

 

Moving up north, the Whistler Blackcomb acquisition brought a Canadian favorite into Vail's portfolio. 

Although there are no major environmental differences in British Columbia versus the core geography of 

Vail's business (CO, UT, IL, etc.), the weaker Canadian Dollar remains attractive compared to the USD. The 

strength of the dollar naturally wards away much of the international travel as well as trading, but MTN's 

strategic position in a nation with a weaker currency helps offset the lack of travel into the United States. In 

their quarterly earnings report, Blackcomb delivered higher than expected results as it bolstered nearly every 

financial metric within the whole company.  

 

No Snow? No Problem. 

Epic Discovery Pass Generates Off-Season Demand 
 

Vail takes advantage of their terrain as they established the Epic Discovery program throughout their 

mountains. The program offers everything from zip-lining to gondola rides throughout the mountain scenery 

and lakes.  



 
    

 

On a cost basis, the model of the program generates more predictable cash flow because of the associated 

fixed costs. Mostly, the company has to prioritize labor payments, COGS, and insurance, all of which are 

primarily fixed. 

 

Since the initial outlay in 2013, Vail unloaded approximately $41m in CapEx just in order to get it on its feet. 

From 2017 into 2020, the company guided that an additional $39-$44m will be spent totaling CapEx to 

approximately $80-$85m. In doing so, MTN expects a $15m addition to incremental EBITDA for Vail 

Mountain and two other resorts.  

Within the current calendar year, we can expect $6m directly funding the expansion of the Breckridge 

program with a focus primarily on marketing. The company's priority is to educate everyone on Epic 

Discovery and build awareness to the program. In doing so, investors can expect a $10-$12m EBITDA figure 

just for the Epic program itself, implicitly showing that the revenue figures are much higher than the capital 

spending figures, and therefore establishing another source of value generation. 

In addition to the value generation, the company is expanding their impact of strategic hedging, again against 

the environmental headwinds faced in the summertime. Exposing the mountains for summer exploration 

opens up another avenue of revenue for the company. Pairing this with the Perisher acquisition, Vail Resorts 

is poised to generate increased revenue throughout the winter. 

Stowe Acquisition: 

In February of this year, MTN announced they would be acquiring the Vermont based Stowe Mountain from 

AIG Global Real Estate. Stowe sits as a regional destination for the Northeast skiing market as well as a travel 

destination for West Coast skiers.  

What makes Stowe so attractive is its 

established brand. The mountain has already 

developed a rich heritage and an expansive 

customer base whose demographics 

complement Vail's network already. In doing 

so, the company can transition this 

expansion more seamlessly and dedicate less  

effort to building awareness in their brand. 

With Stowe in their portfolio, Vail can reach 

out to customers in NYC and Boston and tie 

them into the season pass network that 

would build incentive to travel to the rest of 

the portfolio's destinations. Vail would capitalize on the lodging and the mountain fees, greatly enhancing 

their earnings potential. 

Guidance suggests that Vail expects to generate an incremental $5M+ addition to Resort EBITDA in FY18. 

If the Stowe acquisition generates anything similar to Blackcomb, the earnings will greatly expand. The 

company also suggested that larger upside benefits will be captured over the long term.  

 



 
    

 

2017 CapEx Program 

High Impact, High ROI 
Vail's focus on capital outlay is no secret considering their record for acquisitions, but their 2017 CapEx 

program will be geared towards discretionary improvements. Approximately $65m over CY17 will be 

deployed in order to upgrade the busiest chairlifts to increase capacity, and therefore efficiency. Being able to 

offer an expedited travel time and thereby increasing the amount of time that the guest can ski generates a 

preference to Vail's mountains. Also, Vail is expanding their busiest restaurant and dining room to increase 

guest capacity, and therefore turnover. This allows for additional revenue attributed to food & beverage. 

In addition, the $6m previously discussed with Epic Discovery will be deployed this summer. It will expand 

the program's capabilities at Breckenridge as it launches at this resort in the summertime. The company plans 

to synchronize the opening and the expansion to seamlessly enhance revenue attributable to Epic Discovery 

this summer. 

Other investments at Blackcomb will integrate the software of the mountain with the primary system used 

throughout the rest of the business as well as more expansionary and discretionary implementations to the 

resort's capability of the Epic Discovery program. Opening up more resorts to the summer program will 

greatly increase the demand of the mountains and would be on-track to rake in more revenue. Thanks to the 

nature of the Epic program, the low variable costs help maintain bottom line growth. Therefore, a CapEx 

program deployed to enhance the capabilities of Epic Discovery and more efficient machinery will enhance 

Net Profit margins, and therefore ROI.  

Conclusion: 

Vail has been able to build value into their market position throughout the last year and continue to 

strategically strengthen their position. Their hedging efforts ward off headwinds faced during the off-season 

and adverse foreign exchange rates on the USD. In doing so, the company experienced double digit growth 

throughout all segments of their revenue streams and sourced various aspects of value generation. As they 

continue into the rest of 2017 and beyond, their CapEx programs geared towards the expansion of Epic 

Discovery and building awareness of their brand will enhance off-season demand.  

Vail's hedging efforts have clearly carried their earnings and their performance as a business. As far as the 

valuation, the price point is above our recommended entry level. We would like to see the price below $180, 

ideally, and with the off-season coming up, that may be plausible. Although analysts agree that the price is too 

high, we would expect to see an entry point in the low $180s by mid-to end summer. If you're option savvy, 

look into call options below $180. If you're not, add it to your watch list and wait until it gets a little warmer 

outside. The summer should offset the price, at least until Vail comes up with another idea to hedge against 

seasonal headwinds, which is only a matter of time. 

 

 



 
    

 

 

Analysis by James Hannahs  Current Price: $191.90  Intrinsic Value $197.88 Target 1 year Return: 11.37%

4/2/2017  Divident Yield: 1.8%  Target Price $210.25 Probability of  Price Increase: 100%

Market Capitalization $7,686.74

Daily volume (mil) 0.27

Shares outstanding (mil) 40.06

Diluted shares outstanding (mil) 38.40

% shares held by institutions 100%

% shares held by investments Managers 88%

Sector Consumer Discretionary % shares held by hedge funds 7%

Industry Hotels, Restaurants and Leisure % shares held by insiders 1.08%

Last Guidance November 3, 2015 Short interest 3.63%

Next earnings date June 7, 2017 Days to cover short interest 3.84

Estimated Country  Risk Premium 6.25% 52 week high $194.05

Effective Tax rate 40% 52-week low $124.00

Effective Operating Tax rate 27% Levered Beta 0.45

Peers Volatility 20.66%

Quarter ending Revenue EBITDA SeaWorld Entertainment, Inc.

1/31/2016 -5.29% -2.60% Six Flags Entertainment Corporation

4/30/2016 -3.39% -4.08% Cedar Fair, L.P.

7/31/2016 -1.81% -215.49% Intrawest Resorts Holdings, Inc.

10/31/2016 -7.23% -237.02% ClubCorp Holdings, Inc.

1/31/2017 -0.11% 0.17% Boyd Gaming Corporation

Mean -3.57% -91.80% Hyatt Hotels Corporation

Standard error 1.3% 55.0% Marriott International, Inc.

Management Position Total compensations growth Total return to shareholders

Katz, Robert Chairman and Chief Executive 15.13% per annum over 5y 4.39% per annum over 5y

Barkin, Michael Chief Financial Officer and 5.96% per annum over 3y 17.49% per annum over 3y

Shapiro, David Executive Vice President, Ge 698.01% per annum over 1y 33.38% per annum over 1y

Lynch, Kirsten Chief Marketing Officer and 40.01% per annum over 2y 40.78% per annum over 2y

Campbell, Patricia President of Mountain Divisi N/M 0% per annum over 0y

Siurek, Ryan Chief Accounting Officer, Vi N/M N/M

Profitability MTN (LTM) MTN (5 years historical average) Industry (LTM)

ROIC 23.0% 7.66% 12.59%

NOPAT Margin 20% 9.66% 12.6%

Revenue/Invested Capital 1.16 0.79 1.00

ROE 59.8% 14.98% 15.77%

Adjusted net margin 18% 7.11% 11.1%

Revenue/Adjusted Book Value 3.33 2.11 1.42

Invested Funds MTN (LTM) MTN (5 years historical average) Industry (LTM)

Total Cash/Total Capital 4.1% 3.6% 13%

Estimated Operating Cash/Total Capital 4.1% 3.3% N/A

Non-cash working Capital/Total Capital -10.4% -7.9% -14%

Invested Capital/Total Capital 54.7% 67.5% 92%

Capital Structure MTN (LTM) MTN (5 years historical average) Industry (LTM)

Total Debt/Common Equity (LTM) 0.23 0.30 0.31

Cost of Existing Debt 4.94% 6.54% 3.97%

Estimated Cost of new Borrowing 3.63% 3.96% 3.97%

CGFS Risk Rating BB B BB

Unlevered Beta (LTM) 0.41 0.94 0.73

WACC 6.20% 9.49% 7.58%

Period Revenue growth NOPAT margin ROIC/WACC

Base Year 14.2% 19.9% 3.71

1/31/2018 11.4% 13.4% 2.23

1/31/2019 5.0% 14.2% #VALUE!

1/31/2020 4.9% 15.0% #VALUE!

1/31/2021 4.8% 16.0% #VALUE!

1/31/2022 4.7% 16.9% #VALUE!

1/31/2023 4.6% 17.8% #VALUE!

1/31/2024 4.4% 18.6% #VALUE!

1/31/2025 4.3% 19.4% #VALUE!

1/31/2026 4.2% 20.2% #VALUE!

1/31/2027 4.1% 20.9% #VALUE!

Continuing Period 4.0% 21.6% #VALUE!

Period Invested Capital Net Claims Price per share

Base Year $1,415.14 $2,059.93 $197.31

1/31/2018 $1,556.64 #VALUE! $208.47

1/31/2019 $1,453.39 #VALUE! $221.32

1/31/2020 $1,598.08 #VALUE! $234.84

1/31/2021 $1,497.70 #VALUE! $248.54

1/31/2022 $1,885.79 #VALUE! $269.62

1/31/2023 $1,983.68 #VALUE! $283.39

1/31/2024 $2,191.74 #VALUE! $297.09

1/31/2025 $2,205.49 #VALUE! $310.66

1/31/2026 $2,198.55 #VALUE! $324.11

1/31/2027 $2,181.08 #VALUE! $337.42

Continuing Period

ValuationPorter's 5 forces (scores are out of 100)

CENTER FOR GLOBAL FINANCIAL STUDIES NEUTRAL

Vail Resorts, Inc., through its subsidiaries, operates mountain resorts and urban ski areas in the 

United States.

Vail Resorts, Inc. (MTN)

Description

Past Earning Surprises

General Information

Market Data
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