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Country US Market capitalization (bn) USD 8.9 Perf. since reco. (%)

Sector 99.2% Owens Corning 2.2

US Satellite* Recommended since 21.01.2022 15.08.2022

12/2021 2022e 2023e
Sales revenue (mio) 8'498              9'831              9'777              

-13.6

ISIN US6907421019 ESG Risk score* 15.3 Low risk

Factset OC-US Closing price USD 91.19 Sector

% of sales 16.1% 17.9% 16.2%

Net income (mio) 995                 1'214              1'088              

Sales growth 20.5% 15.7% -0.6%

EBIT adjusted (mio) 1'370              1'756              1'583              

Net debt/Ebitda 1.2x 0.8x 0.5x
Dividend yield 1.5% 1.5% 1.5%

Net income growth -359.8% 22.0% -10.4%

FCF/Sales 12.8% 12.0% 11.9%

Research Department - 15.08.2022

PE 9.5x 7.4x 7.9x
P/BV 2.1x 1.8x 1.6x

Industrial Goods & Services

Sensitivity to energy prices (c. 7% of cost of sales i.e. c. 20% of

FY2021 Ebit)

Sudden end of the US construction cycle in wake of spiking yields

Share price volatility – beta c. 1.45 vs. S&P 500.

Outlook in US construction still positive.

US consumer savings and desire to renovate.

Demand for insulation to make buildings more energy-efficient.

Innovation- and acquisition-led growth strategy out to 2024.

Owens Corning is rated low risk for environmental, social and

governance issues.

The risks facing the company are rated medium and the company’s

management of them is considered above average, notably in

terms of governance.

Owens Corning’s industrial activities result in significant energy

consumption. The group has put in place an effective CO2

emissions reduction programme.

Owens Corning is a US group founded in 1938 that designs, makes and sells construction – particularly insulation and roofing – materials

(three quarters of sales), around 75% in the repairs and renovation segment and 25% in new construction, and composite materials (a quarter

of sales) with applications in infrastructure and capital goods in the renewable energy sector.

The group has around 19,000 employees and generates three quarters of its sales in North America (67% in the US).

The US construction sector remains well oriented but could slow down in the aftermaths of spiking mortgage rates. But consumers savings

and rising energy bills suggest that spending on repairs and renovation should hold up well. In November 2021, the group presented its

strategy out to 2024, aimed at ramping up growth both organically and through acquisitions. This entails innovation (with a 15% increase in

R&D spend and a 30% increase in new products brought to market). End market analysis and acquisitions will significantly increase the size

of the group’s addressable market (from plain materials today to multi-material solutions and ultimately prefabricated solutions).

Financially speaking, Owens Corning will be able to self-finance this strategy from cash flow. For 2024, the group is thus targeting sales of

almost $10 billion (equating to total annual growth of c. 6%) and a stable EBIT margin of around 16% (we estimate c. 13-14% in case of too

low pricing power), giving net profit of c. $1.1bn, converted entirely into free cash flow.

In this scenario, supported by H1-2022 results, the share looks significantly underpriced. Our estimated value, based on this free cash flow

(giving a FY2022e FCF yield of c. 13%) and an average cost of capital of 8-9%, comes out at $115-140 and 90-110$ in a low pricing power

scenario. This is without relying on the attractiveness of the company as a potential acquisition target.

The share is trading at a forward P/E of 7.7x, 35% below its five-year

average and >40% below its 10-year average. Our view is that risks

resulting from energy costs on the P/L and cash-flows are priced in

the stock, that we recommend keep holding.
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Glossary

Satellite

From 2015, B&Cie separates its investment recommendations into Core Holdings (higher organic growth potential, high free cash flow, ROCE in excess

of the cost of capital and balance sheet efficiency throughout the cycle) and Satellite Recommendations, which do not meet the above criteria but are

likely to outperform in the short-to-medium term.
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ESG Risk Score

At B&Cie, we take particular care to ensure that the companies in which we recommend investing are sustainable. Accordingly, our selection process

takes account of risks relating to environmental, social and governance (ESG) issues. This approach is underpinned by research from Sustainalytics, the

global leader in ESG and corporate governance analysis, whose methodology aims to identify major controversies and risks and assess a company’s ESG

risks relative to both its sector and the investment universe as a whole. The corresponding score is expressed as a percentile: the lower the overall risk

score, the lower the risk within the investment universe.                      

b-Digital, b-Transition & b-Well

Over and above the conventional geographical and sectoral approaches to asset management, at B&Cie we believe the world of tomorrow is being

shaped by structural trends. We have identified three main megatrends: ongoing digital globalisation of the economy; economic transition, particularly

in the energy sector; and the quest for wellness. We believe selecting and investing in companies that play an active role in these transformations should

lead to more resilient portfolios that generate higher long-term returns. Our investment recommendations in the digital globalisation space are labelled

“b-Digital”, those in the economic transition space “b-Transition” and those in the wellness space “b-Well”. A given recommendation may fall under

more than one theme, in which case it will carry the relevant matching labels.

Offices & Branches

This document has been issued for information purposes and is exclusively supplied by Bordier & Cie SCmA in the framework of an existing contractual

relationship with the recipient of this document. The views and opinions contained in it are those of Bordier & Cie SCmA. Its contents may not be

reproduced or redistributed by unauthorized persons. The user will be held liable for any unauthorized reproduction or circulation of this document,

which may give rise to legal proceedings. All the information contained in it is provided for information only and should in no way be taken as

investment, legal or tax advice provided to third parties. Furthermore, it is emphasized that the provisions of our legal information page are fully

applicable to this document and namely provisions concerning the restrictions arising from different national laws and regulations. Consequently,

Bordier Bank does namely not provide any investment services or advice to “US persons” as defined by the Securities and Exchange Commission rules.

Furthermore, the information on our website – including the present document – is by no mean directed to such persons or entities.

Bordier & Cie SCmA | Banquiers Privés depuis 1844 | Rue de Hollande 16 | case postale | CH-1211 Genève 3 | t +41 58 258 00 00 | bordier.com

Bordier & Cie (France) S.A. Bordier & Cie (Uruguay) S.A. Bordier & Cie (Singapore) Ltd Bordier Bank (TCI) Ltd

1, rue François 1er

75008 Paris – France

T + 33 1 55 04 78 78

F + 33 1 49 26 92 48

Edificio Beta 3, oficina 102

Zonamerica

91600 Montevideo

Uruguay

T + 598 2 518 2700

F + 598 2 518 2703

CapitaGreen #14-00

138 Market Street

Singapore 048946

T + 65 6239 9999

F + 65 6239 9998

Leeward Highway

Caribbean Place

Providenciales

Turks and Caicos

T + 1 649 946 45 35

F + 1 649 946 45 40

Bordier & Cie Genève Bordier & Cie Berne Bordier & Cie Nyon Bordier & Cie Zurich

Rue de Hollande 16

CH-1204 Genève

Case postale 

CH-1211 Genève 3

T + 41 58 258 00 00

F + 41 58 258 00 40


