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DR Horton

Real Estate Sector

10/11/2023

By: Benjamin Kiely

Buy: $DHI |Price Target : $132.32  | Upside : 23%| 
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Company Profile
DR Horton Overview Key Information

Revenue Breakdown By Service $DR Horton vs $SPY

Share Price (10/10/2023) $107.30

52 Week Range

Market Cap.

Enterprise Value

Beta

CEO

$66.01-$132.29

$35.92B

$38.69B

1.17

Paul J. Romanowski
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95%

1% 2% 2%

Home Sales Land/Lot sales and other

Rental Property sales Financial Services
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9/22/20 3/22/21 9/22/21 3/22/22 9/22/22 3/22/23

SPY DHI

• Largest home construction company in the US 
headquartered in Arlington, Texas

• Engages in the acquisition and development of land, 
construction, and sale of residential homes including 
attached or standalone properties

• Operates in 106 markets and 33 states in the US
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• Expected CAGR of over 3% through 2028
• Extremely low activity in home construction and 

residential demand has been at near-century lows as 
interest rates continue to rise 

• An extremely competitive marketplace where market share 
can easily be transferred through its top competitors

• Has been significant government funding trying to help 
residential construction, specifically over $64 billion

Home Construction Real Estate Opportunities in Home Construction

Competitors Home Construction Sentiment

Industry Analysis
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• The home construction in 2023 has just grown .02% 
from August of 2022 compared to 10.9% in the 
previous year

• Home construction equities have been sold off about 
~30% this past year

• High interest rates and continued inflation of home 
prices have since caused a stagnation within the home 
construction industry 
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Investment Thesis

Across the US, there is a 

shortage of ~3.8 million 

units of housing, and the 

supply of homes has 

significantly been affected 

by the temporary interest 

rate hikes

As median home sale 

prices rose again in 2023 

to $422,137 - DR Horton 

provides significantly 

cheaper and better homes 

at $381,000

The expansion of their 

rental and refinancing 

operations has prevented 

a buffer against difficult 

times but has proven to be 

extremely profitable

Affordable 

Housing

Housing Market 

Shortage

Rental & 

Financing 

Operations

Overview| Thesis |Catalysts|Valuation| Risks and Mitigants | ESG 5
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Housing Shortage

• Currently, in the United States, there is a shortage of 3.8 
million units of housing, which has significantly been 
impacted by the rise in interest rates and home prices.

• Builder confidence in the market for new single-family 
homes has hit the lowest levels since June 2020

• The market has become extremely unattractive unless 
you are forced to move. 

• Despite high mortgage rates and inflationary 
pressures, net sales have increased 37% from the 
prior year quarter due to their ability to finance their 
own mortgages and clean balance sheet

• DR Horton continues expansion into new territories 
such as Pittsburgh and Oklahoma City

• Introducing multi-family housing allows for 
additional scale and leverage coupled with supplying 
median favorable home prices 

Overview Benefits of Housing Shortage

DR Horton Growth and Market Share DR Horton Increasing Home Sales
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• DR Horton’s diverse product offerings such as 
construction, rental, financing, and lot sales allows 
them to be aggressive in such a downward spiral 

• Operating as the largest home builder in the US they 
have a stronghold on the top 50 real estate markets

• DR Horton is now responsible for ~13% of all new 
family home sales nationally as of 2022 and 
continues to grow
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Rental & Financing

• With interest rates exploding recently, the rental market 
has become extremely favorable and attractive for younger 
buyers as they don’t want to lock into an extraordinarily 
high 30yr mortgage

• Reported $589 million from Q3 2022 – Q3 2023 rental 
operations compared to $39 million the year before

• DR Horton’s rental Portfolio is now valued at $2 billion 
which has grown from $726 million same time last year

• The benefits of expanding its rental operations throughout 
the country have allowed the company to provide a buffer 
against future difficult times

• Additionally, the upper-level management has displayed 
extreme nimbleness and flexibility to develop new and 
improved ways of generating revenue for the firm.

• Despite the short-term outlook, rental margins are likely to 
be down due to current macro factors in the future the 
expansion of rental properties will soon prove to be great

DR Horton Rental Housing Market Benefits of Rental Expansion

US Commercial Property Pricing Vacancy Rates and Rent Growth

7
Overview| Thesis |Catalysts |Valuation| Risks and Mitigants | ESG

• The rental vacancy rate over YTD 2023 is ~6.4%, 
which has increased from the 4th quarter of 2022 
(5.8%)

• Rent prices are now starting to slow and cool off and 
only grow around 1-3% in the top US cities

• The demand for rental single-family housing has far 
exceeded the supply of inventory and prices are 
significantly higher to buy a home
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Affordable Housing

• As interest rates rise and 30 yr mortgage rates 
near 7%, the likelihood of consumers moving is 
significantly reduced

• Competitors such as Lennar and NVR have 
significantly higher median home sale prices

• Though riskier, DR Horton can reach a 
consumer base its competitors won’t offer to 

• Lennar median home price is $449,000

• NVR median home price is $447,300

• DR Horton not only is able to offer cheaper 
median home prices at $381,000; additionally, 
they offer their own financing services allowing 
for favorable loans for individuals

• As the FED stated last meeting, there is likely one more 
rate hike coming

• With a recession looming, interest rates are likely to fall 
at the mid-end of 2024 creating extremely favorable 
expansion opportunities 

•  While DR Horton maintains ratios of Current Ratio = 
12.04, D/E = .28 compared to the industry average of 
.54, and P/B = 1.84 which is higher than the industry 
average of 1.01, management has set the company up 
well to capitalize on interest rate cuts

Benefits of Affordable Housing Home Prices of Competitors

Price Distribution on DR Home Sales Possible Interest Rate Cuts

Overview| Thesis |Catalysts |Valuation| Risks and Mitigants | ESG
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 $-  $50.00  $100.00  $150.00  $200.00  $250.00

LTM EV/EBIT

NAV

DCF GG

DCF MM

DDM

Comps

52-Week Range

Valuation

9

Weights

Current Price

$132.32

Target Price

$107.03

Upside

23%

Overview| Thesis |Catalysts | Valuation| Risks and Mitigants | ESG

Current Price: $107.03 Target Price: $132.32
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FED has said there is likely one 

more hike left; additionally, with 

recession looming rates would 

likely fall

Housing Shortage 

Resolves itself

Recession that Limits 

Rental and Financing 

Growth

Interest Rates 

Continue to Rise 

With a recession looming for the 

US, rental properties and 

financing market activity dry up

As the housing shortage 

worsens, it only creates more 

opportunities for DR Horton 

to capitalize

Risks and Mitigants

Risks Mitigants 
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ESG

• DR Horton’s expansion process includes acquiring and 
developing land across the US; however, they include energy-
efficient and energy-saving power options with their homes

• Innovated technology developments help make precise 
measurements of needed material to lower carbon footprint 
and overall waste 

• 80% of homes built were used with prefabricated raw 
materials

• 50% of their Board of Directors are DEI

• Building Talent Foundation (BTF) helps to achieve a 
sustainable workforce by developing a talented pipeline of 
workers and building job networks in inner cities

• Created a program known as Main Street Stars where they 
provide incentives and aid for everyday heroes that use their 
homebuilding service such as military, law enforcement, first 
responders, and firefighter 

Environmental Projects Social Policies

Governance Investments Helping Provide Affordable Housing
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• Focused on Building communities and a network of 
families rather than just single-family homes 

• Contribution to local impact fees helping to develop 
schools, police and fire stations, roads, and parks

• Work with third party utility and municipalities to 
expand local water, sewage, electric, and other utilities
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Thank You!
Questions?

BUY: $DHI| Price Target: $132.32 | Upside 23%
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Appendix
Appendix A: Income Statement

Appendix B: Balance Sheet

Appendix C: Cash Flow Statement

Appendix D: Revenue Build

Appendix E: NWC

Appendix F: WACC

Appendix G: DDM

Appendix H(a): DCF

Appendix H(b): Comparable Companies

Appendix: I: NAV

Appendix J: Football Field

Appendix K: ESG
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A: Income Statement
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B: Balance Sheet
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C: Cash Flow Statement
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D: Revenue Build
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E: NWC
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F: WACC
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G: DDM
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H: Discounted Cash Flow
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I: Comparable Companies
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J: NAV
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K: Football Field
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K: ESG
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