
2016 brought robust merger and acquisition (“M&A”) activity to the homebuilding industry. Buyers and
sellers converged thanks to strong and improving market fundamentals, intense competition for land, and
the lack of public (IPO) exit options for private homebuilders.

In part one of our series on homebuilding industry mergers and acquisitions, we explore some of the major
trends that are impacting the industry.
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Especially large markets and fast growing ones

DR Horton, Taylor Morrison and Century Communities remain acquisitive

Valuation environment now conducive to public M&A

Japanese companies use acquisitions to expand in the Nation’s capital

Investors turn to M&A to exit homebuilding positions 

From Berkshire Hathaway to individuals and company employees, 
unconventional acquirers are playing an increasingly important role



Markets Matter

Most of the mergers and acquisitions completed during 2016 were in large or fast growing markets, with a
focus east of the Mississippi River. Atlanta, the third largest market in the U.S. according to Builder Magazine,
continues to be a hotspot for M&A. Taylor Morrison and DR Horton, two leading industry consolidators, each
announced an acquisition in Atlanta during 2016. Taylor Morrison acquired Acadia Homes in January for
approximately $85 million. DR Horton acquired the homebuilding operations of Wilson Parker Homes in
September for approximately $90 million. Public homebuilders have been actively acquiring private
homebuilders in Atlanta since 2014, including John Wieland Homes (acquired by Pulte), Crown
Communities (DR Horton), Peachtree Communities (Century Communities), Legendary Homes (Meritage),
and JEH Homes (Taylor Morrison). The Washington DC metro area, the fifth largest market in the U.S., also
reported strong activity in 2016, with over $300 million in announced M&A volume.

In 2016, public and private builders also made bets in smaller, fast growing markets. Toll Brothers acquired
Coleman Homes in Boise, the 37th largest market according to Builder Magazine. Boise is experiencing
strong growth, with permits up 28% through October 2016 versus the same period in 2015. Clayton
Properties acquired builders in Kansas City (the 33rd largest market) and Nashville (the 13th largest
market). Permits increased 17% and 11% through October 2016 in Kansas City and Nashville, respectively.
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LOOKING AHEAD: Homebuilders with leading positions in growing markets are likely to become increasingly
attractive acquisition targets as publicly traded builders look for opportunities to accelerate growth in
earnings per share, increase market share, and expand their overall geographic footprint. Private
homebuilders in smaller markets may be motivated to sell at this stage in the housing cycle while acquirer
interest remains strong.

Note: Includes only the primary markets for acquired companies



Leading Consolidators Continue to be Active

DR Horton, Taylor Morrison and Century Communities have been among the most active acquirers in the
homebuilding industry since 2012 and each completed an acquisition in 2016. DR Horton and Taylor
Morrison added to positions in Atlanta through the acquisition of Wilson Parker Homes and Acadia Homes,
respectively. Century Communities expanded in the Eastern U.S. with the acquisition of a 50% stake in Wade
Jurney Homes.

LOOKING AHEAD: DR Horton has announced plans to continue using business acquisitions to further
consolidate market share in 2017.

The Return of Public Homebuilder M&A

Lennar’s acquisition of WCI for over $640 million (or 1.3x tangible book value) announced in September,
became just the second M&A transaction involving two public homebuilders in the last seven years. For WCI,
the announcement marked another chapter in Company’s long journey from IPO in 2002, to bankruptcy in
2008, to IPO again in 2013, and finally to sale in 2016. For the broader market, it signals the return of public
homebuilder M&A.
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2013 2014

2.1x 1.8x

The homebuilding valuation environment has changed dramatically over the
last several years and is now more supportive of publicly traded homebuilder
M&A activity. Historically, concern about the creation of goodwill was a
significant barrier for homebuilders contemplating an acquisition of another
publicly traded builder. This issue was especially acute when publicly traded
homebuilders were valued at significant premiums to tangible book value.
Higher tangible book value multiples result in greater goodwill in a transaction.
Typically, synergies have not been sufficient to offset high premiums on top of
already high valuations. Today, however, over two-thirds of publicly traded
homebuilders trade below 1.5x price to tangible book value and the benefits of
synergies are more compelling to management and Boards.

LOOKING AHEAD: Lower premiums to tangible book value and the benefits of
increased scale and diversity are likely to encourage continued activity.
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Note: Includes all publicly traded 
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Private Company Investor(s)

Foreign Buyers Make Big Bets in the U.S.

Daiwa House, a diverse residential and commercial real estate and lifestyle company based in Japan,
announced the acquisition of 82% of the outstanding membership interests in Stanley Martin Homes for
$251 million in October 2016. Stanley Martin, led by Steve Alloy, is a top ten builder in the DC metro area.

LOOKING AHEAD: Sumitomo Forestry has publicly stated its goal of selling over 5,000 homes per year in the
U.S. Daiwa has also publicly announced plans to continue its U.S. expansion efforts. Pressure on domestic
growth in Japan will support continued interest in the U.S. homebuilding from Japanese builders, however
macro economic drivers and public policy could impact acquisition interest in the U.S. going forward.

Institutional Investors Search for the Exit

Large institutional investors are seeking to minimize or exit homebuilding investments made in the run up
to, or during, the housing downturn, as evidenced in the WCI transaction. In 2015, institutional investors
exited: Orleans Homes (Anchorage and SVP), Dominion Homes (Angelo Gordon and Silver Point), and John
Wieland Homes (Wheelock Street Capital).
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LOOKING AHEAD: Remaining institutionally owned
homebuilders could see continued M&A interest,
including: City Ventures (owned by Ares Management),
Oakwood Homes (Mountain Real Estate), and Woodside
Homes (Stonehill Capital Management and Oaktree
Capital).

Publicly traded homebuilders with large institutional
investor holdings like Taylor Morrison (TPG and Oaktree
own over 70% of the outstanding shares) and AV Homes
(TPG owns a greater than 40% stake), could also see
M&A interest.

In early 2016, Sumitomo Forestry, a leading timber, building materials,
homebuilding and lifestyle company based in Japan, paid $83.3 million to acquire
a 60% interest in Dan Ryan Builders, a leading homebuilder operating in
Maryland, South Carolina, North Carolina, Pennsylvania, Virginia, and West
Virginia. Also in 2016, Sumitomo Forestry acquired the 49% of Gehan Homes, a
Texas-based homebuilder, it did not already own.



Unconventional Acquirers Join the Fray

Individuals

In February 2016, homebuilding industry veterans Bobby and Greg Bowling purchased CareFree Homes, a
market leader in El Paso, Texas. Bobby and Greg acquired CareFree from the estate of Sally J. Thomas using
proceeds from a settlement involving Tropicana Homes, which was founded by Bobby’s father and is run by
Bobby’s son. For Bobby and Greg the acquisition of CareFree provided them with an opportunity to re-enter
the industry and capitalize on their local market knowledge. Existing CareFree employees reportedly kept
their jobs.

Employees

In February 2016, Highland Homes announced its conversion to an employee stock ownership plan (ESOP)
The Company will be 100% employee owned and will remain private. The co-founders, Rod Sanders and
Jean Ann Brock, and existing management are remaining in their roles.

ESOPs are tax-qualified, defined contribution plans that hold employer stock. They can be used to provide
liquidity to owners who want a partial or complete sale of their ownership stake, and also to promote
employee ownership. The tax benefits for owners selling to an ESOP can be significant. But there are
increased liquidity requirements, regulatory, and other considerations that have limited the number of
ESOPs in the homebuilding industry. Previous examples include:

LOOKING AHEAD: Look for unconventional acquirers, including: Berkshire Hathaway’s Clayton Homes, former
homebuilding industry executives, and company owners to continue to participate in the consolidation of
the homebuilding industry.
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Company

Est. Annual 
Revenue

($MM)
Est. Annual

Closings
Estimated Lots 

Acquired

$85 245 1,200 lots 

$140 435 3,600+ lots 

N/A N/A 1,100 lots 

TOTAL $225+ 680+ 5,900+ lots

Source: Company reports, Builder Magazine

Founder Larry Sietsma started selling his Florida-based Company to an ESOP in 1996. By
1999, the ESOP owned 100% of the Company and it continues to do so today.

The founder and his family started selling their Florida-based Company to an ESOP in the
1980s. In 2009, the Company filed for Chapter 11 bankruptcy protection, terminated the
ESOP and distributed any remaining vested value to participants.

Clayton Homes, a subsidiary of Berkshire Hathaway,
and a leading builder of manufactured and modular
homes, entered the site-built home market in 2015
with the acquisition of Chafin Communities for a
reported $50 million. In April 2016, Clayton
accelerated the expansion effort with the acquisition
of the second largest builder in the Nashville area,
Goodall Homes. And in November 2016, Clayton
announced the acquisition of Summit Custom
Homes, the market leader in Kansas City, Missouri.
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Acquirer Target Date States
Purchase

Price ($MM) Comments

November
2016

Idaho N/a  1,750 owned + controlled lots in Boise
 Additional 13 communities
 Expansion to serve lower price point niche
 Structured as a purchase of assets

November 
2016

North Carolina, South 
Carolina, Georgia, 

Florida

$36  Acquired 50% ownership of Wade Jurney
Homes

 $148 million in revenue (LTM 9/30/16)
 3,949 owned + controlled lots
 Scales access to first time buyers

November 
2016

Missouri N/a  Largest builders in Kansas City
 1,200 owned + controlled lots
 Structured as a purchase of assets
 2nd acquisition in 2016

October 
2016

Virginia , Maryland, 
North Carolina

$251 
(for 82% stake)

 $500 million in revenue (LTM 9/30/16)
 8,700 owned + controlled lots
 Establishes top 10 position in DC-metro area 
 Further expansion into US housing market
 Exit for institutional investors

September 
2016

Florida $809  $621 million in revenue and $79 million in 
EBITDA (LTM 6/30/16)

 1.3x Price to Tangible Book Value
 14,200 owned + controlled lots
 Liquidity for funds Stone Hill and Monarch
 2nd public M&A transaction since 2009

September
2016

Georgia, South Carolina,
North Carolina, Arizona

$92  $201 million in revenue (LTM 6/30/16)
 3,000 owned + controlled lots
 Expands footprint in Atlanta market
 Structured as a purchase of assets

April 
2016

Tennessee N/a  Second largest builder in Nashville
 $140 million in revenue (2015)
 3,600 owned + controlled lots
 1st acquisition for Berkshire Hathaway-owned 

Clayton
Employee

Stock 
Ownership 

Plan
(“ESOP”)

February 
2016

Texas N/a  $1 billion in revenue with 2,289 closings in 
2015

 600 employees; 100% employee-owned
 Exit for Rod Sanders and Jean Ann Brock

Bobby and 
Greg Bowling

February 
2016

Texas N/a  Acquisition from the estate of Sally Thomas by 
Bobby Bowling (father) and Greg Bowling (son)

 Bobby Bowling’s sons Robert IV and Randy 
own and run Tropicana Homes in El Paso  

January 
2016

Georgia $85  Expands presence in Atlanta with higher price 
point product (Avg of ASP $400k vs $200k)

 20 active and planned communities
 Structured as purchase of assets

January 
2016

Maryland, S. Carolina, 
N. Carolina, 

Pennsylvania, Virginia, 
and West Virginia

$83
(for 60% stake)

 Provides Sumitomo access to Mid-Atlantic and 
in particular the DC area

 Approx. 1,500 closings per year

Sources: Company press releases, Company websites, Builder Magazine, Keene Advisors estimates



is a new kind of investment bank. We specialize in providing clients with strategic and
financial advice in connection with corporate sales, divestitures, and capital raising transactions. We unite
two passions: providing clients with outstanding advice on complex corporate finance transactions and
being catalysts for positive, lasting change in the world.
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Our team at Keene Advisors leverages diverse experience having advised clients, ranging from Fortune 500
to emerging growth companies, on over $40 billion of corporate finance transactions in the last 15 years.
Our team has advised homebuilders and institutional investors across a broad range of transactions over the
last 15 years, including:
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We care deeply about people. We donate our time and share our profits with
charitable organizations that are having a positive, long-term impact on the
world. We minimize our impact on the environment with smart, responsible
business practices.

We combine the experience of a large Wall Street investment bank with the
focus and independence of a boutique firm. We provide highly personalized
advice and service to our clients and we leverage our deep experience and
broad network to deliver outstanding results.

We work with incredible clients. We help them craft captivating stories and
deliver them in creative ways. We leverage technology to enhance our
storytelling, redefine collaboration, eliminate common bottlenecks, and
provide unparalleled real-time information and transparency to our clients.

Expert 
Advice

Innovative 
Approach

Social 
Responsibility

Corporate sales

Asset Sales

Corporate Acquisitions

Private Equity Placements

Private Debt Placements

Initial Public Offerings
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CONTACT INFORMATION

745 Atlantic Ave, 8th Floor
Boston, MA 02111
Tel: 617-765-2055
info@KeeneAdvisors.com
www.KeeneAdvisors.com

NOTICE

Securities related services are provided through Burch & Company, member FINRA / SIPC.
Keene Advisors, Inc. and Burch & Company are not affiliated entities.

Keene Advisors, Inc. does not provide legal, tax, or accounting advice. 
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