
NVR CONTINUED to earn its reputation as home 
building analysts’ sweetheart stock with its positive 
earnings and above-average pretax margins. An 
added bonus was a $300 million share repurchase in 
July. The famously tight-lipped company remained a 
powerhouse in the field, posting double-digit closing 
growth and flattish new orders for the year. The 
company remained on the prowl for new opportuni-
ties, even putting up a stalking horse bid of $170 
million-plus to buy bankrupt Orleans Homebuilders. 
Although the acquisition would have given NVR 
access to land positions in key geographic markets, 
the deal fell through. All the same, the Virginia-
based company tied up more lots during the year, 
boosting its controlled lot count by double digits and 
increasing its year-end community count by nearly 
5.0%. About the biggest weakness on the company’s 
balance sheet—it has nearly no debt and more than 
a billion in cash—was its diminished backlog.

NVR 2010 Performance Final Grade 83/100
2009 Final Grade: 92/100

Financial
EPS ($)	 33.42	 6.9% YOY
Return on beg. yr. equity	 11.7%
Debt/total cap	 0.5%	 -670 bps YOY
Cash ($ mil)	 1,190.7	 -4.6% YOY

LAND
Lots controlled	 52,310	 12.9% YOY
Supply (years)	 5.2	 1.8% YOY
Land-related charges ($ mil)	 4.3	 $0.70/share

Distress in the land market offered enough opportunity for NVR to veer 
ever so slightly from its finished-lot, option-only land strategy. During the 
year, the company bought four land parcels for roughly $78 million, which 
it intends to develop into 890 finished lots. 

OPERATIONS
Revenue per employee ($ mil)	 1.1	 5.7% YOY
HB pretax margin	 8.3%	 -80 bps YOY
Inventory ($ mil)	 431.3	 3.0% YOY

SALES & 
MARKETING
Closings	 10,030	 10.9% YOY
Sales velocity (per community per month)	 2.1	 -4.3% YOY
Unit backlog	 2,916	 -17.4% YOY

Like many of its peers, NVR jumped on the energy train in 2010 and began 
building every home to the EPA and DOE’s Energy Star program standards. 
The company claims to have built more Energy Star-qualified homes last year 
than any other builder.
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The Big Builder Public Builder Report Card is an annual data presentation that combines original and researched information with proprietary analysis. This year’s presenta-
tion of key financial and operational data for the public builders includes information from investor presentations, company filings with the Securities and Exchange Commission, and analyst reports. 
Moreover, in cases where select companies failed to disclose key metrics, Big Builder used approximations from Adam Rudiger at Wells Fargo and Josh Levin at Citi. In addition, we incorporated 
feedback from investor relations and senior financial officers.

 This year, our home builder universe includes 14 companies traded on the U.S. stock exchange whose primary business is that of building homes. One publicly held company was excluded from 
our 2010 analysis: Comstock Homebuilding Cos., because its stock failed to trade above $1 for the whole of 2010. 

 The evaluation breaks quantitative data into four categories: financial, land, sales and marketing, and operations. Because a public’s overall performance is so closely tied to financials, we weight 
this category more heavily. Hanley Wood controller Ted Southern developed Big Builder’s analysis model in 2009 based largely on a structure created by former housing analyst Barbara Allen in 2006. 

Inside 
the 
Report 
Cards

The End of 
the Lot Line: 
Big Builder projects 
that the market in 
2011 will remain 

relatively flat, which 
means years supply 
of land is calculated 
by dividing builders’ 
lot counts by their 

2010 closings 
numbers.

Funny Money: 
Big Builder’s financial 
analysis has always 
focused on builders’ 

unrestricted cash counts. 
However, builders are 

increasingly moving cash 
reserves into marketable 

securities and other 
short-term investments, 
which offer a better yield 

while remaining very 
liquid. For that reason, 
many builders’ cash 

count declines may be 
misleading.

The Need for Speed: 
Big Builder’s sales velocity 
metric measures builders’ 
average number of new 

orders per community per 
month. Community counts 

used in the calculation reflect 
end-of-year community 

counts. However, because 
companies such as Beazer 

Homes USA and D.R. Horton 
do not disclose community 

counts, approximations have 
been provided by analyst 

Josh Levin at Citi.

2010 Public Builder  
Report Card

Who’s In, 
Who’s Out: 

The 2010 coverage universe includes 
14 home building companies. While 

this is the same number as in our 2009 
analysis, this year’s coverage universe 
excluded Brookfield Homes, which was 
omitted following the announcement of 
its merger with Brookfield Properties, 

and included Avatar Holdings once again, 
after a financial filing deadline forced it 

to be excluded from last year’s report. As 
noted above, publicly traded Comstock 

Homebuilding Cos. was excluded 
because of financial requirements.

http://www.bigbuilderonline.com
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