
TOLL BROTHERS, 
INC. LONG IDEA



Macro view

• Leading indicators: Leading indicators are strong, particularly 
so in the US even though building permits saw a drawback. 
Mixed comments with problems in the supply chain, labor 
shortage and inflation with higher commodity prices and 
labor shortage seem to be common themes across many 
industries as demand increases. 



Macro view

• Comments in the construction sector indicate higher demand but are also 
reflecting these challenges previously outlined, mainly the labor part.



Macro view

• Using building permits as a leading indicator, we can see that there has been 
consistent growth for several years and we’re above pre-covid levels.



Top-Down Analysis

• Within the construction sector, the homebuilding industry is performing quite 
well



Top-Down Analysis

• Toll Brothers (TOL) is trading at a premium to the sector, with PE 
and Forward PE + EPS Growth above industry levels.
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Company Overview



Company Overview

• The company’s short interest rate is at 4.5% and with no anomalies in Institutional holdings



Company Overview: Description

• Toll Brothers, Inc. designs, builds, markets, sells, and arranges finance for detached and attached homes 
in luxury residential communities in the United States. The company operates in two segments, 
Traditional Home Building and City Living.



Quantitative analysis



• Top-line and bottom-line secular growth, consistently beating 
estimates

Earnings Growth

Revenue Growth

Quantitative analysis



Qualitative analysis: Pricing and operational leverage

• EBITDA is growing twice as fast as sales reflecting good operational 
leverage.



Qualitative analysis: Pricing and operational leverage

• Gross Margins have been increasing and are 
expected to keep increasing at accelerated pace.



Qualitative analysis: Pricing and operational leverage

• They manifest a clear strategy around mitigating rising costs and improving 
operational efficiency



Qualitative analysis - Revenue

• Most of their revenue and growth come from Traditional home building, with particular 
strength in North and Mountain, but overall diversified across geographies



Quantitative analysis: Growth outlook -  Demographics

• Well-diversified across states with good demographic trends



Quantitative analysis: Growth outlook -  Aquisitions

• History of multiple acquisitions has also contributed to accelerated growth in the 
last two years.



Quantitative analysis: Growth outlook

• Structural shortage of homes provides a great growth opportunity



Quantitative analysis: Affordable Luxury

• Their unique positioning in the luxury market gives them additional pricing power and a better buyer 
profile.



Quantitative analysis: Affordable Luxury

• Majority of buyers using the in-house lender system (TBI), granting additional operational benefits.



Catalysts

• Next Earnings Date (estimated August 20th)

• Building Permits June 18th

• Existing Home Sales June 22nd

• New Home Sales June 23rd

• FED interest rate decision June 16th and July 28th
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