1stt Quarter 2022 (5/4/2022) Report for LGIH


Date:
5/8/2022
LGI Homes, Inc. engages in the design, construction, and sale of homes in Texas, Arizona, Florida, Georgia, New Mexico, Colorado, North Carolina, South Carolina, Washington, Tennessee, Minnesota, Oklahoma, Alabama, California, Oregon, Nevada, West Virginia, Virginia, and Pennsylvania. Since 2018, LGI Homes has been ranked as the 10th largest residential builder in the United States based on units closed
Percentage change in Sales from year ago quarter down 10.7%
Percentage change in EPS from year ago quartr  down 15.2%
Company meeting or target estimates on sales and earnings. Not this quarter
Pretax Profit on sales trend  about even, or down just a tad.
Return on equity trend almost even with other years
Debt to capital: down

Current PE: 7.3, near the middle of my  high/low range
Club cost basis:  Purchased 31 shares on 8/16/20 at 112.65 per share.  Purchased 20 shares on 1/20/21 at $109.0995 per share   Current price is  $100 (as of May 8 2022)
Current Fair Value:  Morningstar 148.99; Manifest  16.8 PAR. VL only minimal info.
My Total return: 19.2    Protected Average Return 13.6  No dividend.

What will drive future growth?

There is pentup demand for short  supply of homes, plus low mortgage rates.  One thing slowing them down is supply chain disruptions and labor shortages.  Raw materials are costing more.  LGIH has made up for smaller volume of homes sold by charging more for each home.  Their average sales price per home was $292,000 a year ago but is now $361,000..  They still cater to a first-time buyer, but are also building some luxury homes. They are building in 19 states in 90 active communities and in VanCouver. Historically, homebuilders don’t do  well with money tightening, and the Fed’s expected increases this year in interest rates will eventually affect them  But the entire homebuilding industry is expected to  do fairly well this year and into next.
Homebuilders  have been at historic highs.  Some analysts, however, are predicting earnings slowdown in the coming months, and we are beginning to see that in the decline of orders and the 5% mortgage rates up from 3%. I reduced my estimates to the 9% range from 16 last year.
Recommend a HOLD but the ssg is a  buy in a 4:1 upside/downside ratio.
qup 64.3% y/y
Percentage change in Earnings per Share from year ago quarter: Up 113% y/y
Is company meeting our target sales & earnings estimates?  Yes
Pre-tax Profit on sales trend?   (up, even, down)
Return on equity trends?  (up, even, down)

Debt?  (up, even, down) Net debt to capitalization of 26.8% at 6/30/2021, compared to 30.6% at 12/31/2020.
Current PE is 9.0
Where does it fall in my estimated High/low range of PE's?_Near the middle
Club cost basis:  Purchased 31 shares on 8/16/20 at 112.65 per share.  Purchased 20 shares on 1/20/21 at $109.0995 per share   Current price is $150.11 (as of 2:04PM, 9/20/21)
Current fair value:  Morningstar:  $146.01   S&P: Buy  The Street: Buy  Value Line:  Only covers minimally; Performance rated 1 as of 9/10/2021 Manifest: 16.8% PAR (Higher than many larger builders)
My SSG Total Return is 8.5%                Projected Average Return 3.7%
No dividend.
What will drive future growth
Continued low mortgage interest rates; all home builders doing well.  Building in growing markets. Acquisitions: LGI Homes acquired the real estate assets of Buffington Homebuilding Group, Ltd., one of the largest privately held homebuilders in Austin, Texas, for approximately $40 million in cash., Lumber prices now coming down.  Homebuilders at historic highs.  Some analysts, however, predicting earnings slowdown in the coming months
Recommend a hold.  

	
	
	

	
	
	

	
	

	
	
	


