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Gildan’s Vertical Integration Provides Sustainable Opportunity 

   
 
 
  

Price $30.14   Dividend Holding September 1, 2023 
• Dividend Yield 2.48%, robust share buyback program. 
• High-margin, vertically integrated player with facilities in trade-advantaged 

countries in Central America and the Caribbean.   
• Near-term volatility in cotton markets subsiding, increase in underwear and 

hosiery sales partially offset consumer reluctance to spend on activewear.  
• Sustainable Growth initiative, hoping to capture consumer shift toward ESG 

clothing sources while continuing to expand the company's core 
competencies.   

Investment Thesis 
Gildan Activewear (GIL) is a manufacturer of unbranded activewear, which is then 
decorated with branding from other companies or one of its subsidiaries. Gildan 
Activewear markets its products either wholesale or through online retailers American 
Apparel, Comfort Colors, or Gildan.  

GIL maintains a low 1.8x debt to EBITDA level and has a large vertically integrated 
manufacturing ecosystem in countries with favorable trade conditions. Despite 
macroeconomic uncertainty, GIL has a winning formula focusing on sustainable growth 
in a sector with a 10-year CAGR of 6%.  

 Estimated Fair Value 
EFV (Estimated Fair Value) = E24 EPS (Earnings Per Share) times PE (Price/EPS) 

EFV = E24 EPS X P/E = $3.05 X 13.5 = $41.18 

 E2023 E2024 E2025 

Price-to-Sales 1.65 1.57 1.51 

Price-to-Earnings 11.62 9.58 8.16 

 

Operations 
GIL owns and operates vertically integrated clothing operations, owning and operating 
everything from yarn spooling to finishing facilities. On a wholesale basis, GIL typically 
produces blanks which are sold to other wholesalers or screen printers. While this leaves 
GIL unable to respond to consumer preference quickly, it allows it to operate on a high-
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margin basis. GIL's EBITDA margin is much higher by an average of 900bps compared 
to peers.  

Yarn-Spinning 
(2) Salisbury, NC 

Mocksville, NC 
Eden, NC 

Clarkton, NC 
(2) Stanford, NC 
Stoneville, NC 

Textile Facilities 
(4) Honduras 

Dominican Republic 
Bangladesh 

Sewing and Finish Facilities 
(3) Honduras 
(4) Nicaragua 

(3) Dominican Republic 
Bangladesh 

Garment-dyeing 
Honduras 
Hosiery 
Honduras 

 

Most yarn requirements are produced within the United States. However, if there is a 
shortfall or increase in demand, GIL utilizes third-party yarn suppliers. The same goes 
for contracting for other steps in the manufacturing process. 

Unlike many of its competitors, GIL focuses on the CAC (Central American-Caribbean) as 
a manufacturing hub. CAC still lags behind Asia in economic productivity; however, 
aggregate productivity has been on a sharp incline over the last 15 years thanks to 
extensive investment. Additionally, business regulation and trade terms are favorable in 
the CAC region, with most CAC countries being duty-and-quota-free importers of textiles 
to the United States. As a percentage of market share, the CAC region makes up 
24.34% of the market share in the United States. South Asian manufacturing hubs do 
not have this privileged access to US markets but still make up 28.58% market share. 

GIL has made extensive commitments to growth goals in a program it calls the Gildan 
Sustainable Growth Initiative. This policy has 3 key pillars of growth: capacity 
expansion, innovation, and ESG. Growth capacity has taken the form of vertical 
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acquisition to accelerate GIL's position as a global player with significant competitive 
advantage. To this effect, GIL has spent significant money on a new facility in 
Bangladesh. Additionally, GIL has purchased Frontier Yarns for $168 million, a leading 
American spooler based in NC around existing GIL operations. As consumer preferences 
begin to shift toward ethically and environmentally sound sourced products, it will be 
imperative for companies to have control over their supply chain. As a vertically 
integrated producer, GIL has a significant lead in this area. 

Risk 
While specific customers are not mentioned by GIL, the top 3 customers make up 
approximately 48% of its revenue from those contracts, each making up approximately 
16%. The loss of one of these customers would immediately affect GIL's top and bottom 
lines.  

As previously discussed, the CAC region has preferred access to US markets, with 
textiles being duty-free. The Bangladesh Garment Manufacturer Export Association is 
seeking a similar agreement. Currently, these goods are imported to the United States 
with a 16% duty, and Bangladesh has a 9.8% market share in the United States for 
finished textile goods.  

While cotton prices have declined 24% from near record highs, cotton is still higher 
priced than it was pre-pandemic and will likely continue upward. While commodities are 
normally cyclical, environmental effects like extended droughts and extensive flooding 
have begun to significantly affect the largest cotton producers like the United States and 
Pakistan. The US outlook for cotton for FY23, which GIL utilizes, is expected to have a 
3.8% decrease in availability. While demand is expected to recover in FY24, cotton 
output is expected to stay flat or decrease again.  

The ESG initiatives hinge on GIL's ability to maintain positive PR and standards. GIL was 
previously wrapped up in a controversy regarding one of its 3rd party providers who had 
a poor labor record. Gildan rectified the issues and has avoided major controversy since.  

Outlook 
On top of this dividend policy, GIL renewed the share repurchase program. This program 
allows GIL to repurchase up to 5% of outstanding shares over 12 months. In 1H23, GIL 
repurchased 2.6 million shares. GIL pays out 2.48% yield, or about $0.74 per year. Free 
cash flow for GIL has declined year over year by 21%. This can largely be explained by a 
decrease in revenue and an increase in Capex. Capex saw a 45% year over year growth 
in 2Q23 to enable the spin-up of the new Bangladesh facilities. Capex is estimated to 



 

4 
 
 

 
TraditionMent.com 

(850) 418-6182 

continue to be slightly elevated until FY24 when the Bangladesh facility is completed. 

 

Despite gains in market share globally and better-than-expected volume, market 
conditions have negatively impacted all markets as consumers switch toward price-
conscious spending. GIL has revised down FY23 expectations considering this and is 
expecting a full-year single-digit revenue decrease. In context, the United States is 
expecting to import 26% less clothing year over year, which tracks very closely to the 
consumption patterns of consumers. In GIL's own results, recessionary spending 
patterns are already evident, with activewear falling 10.2% year over year in sales, with 
hosiery/underwear increasing 7.5% year over year. Through its strategic focus on 
wholesaling and the stability provided by vertical integration, GIL has long-term growth 
prospects even considering the short-term demand headwinds. 
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Peer Comparisons 
 

 
Gildan 

Activewear 
(GIL) 

Hanes 
brands 
(HBI) 

Levi Strauss 
(LEVI) 

Columbia 
Sportswear 

(COLM) 

UnderArmor 
(UAA) 

Price-to-Earnings 
(FWD) 11.62 24.16 12.58 16.04 15.44 

Price-to-Sales (TTM) 1.73 0.30 0.92 1.28 0.59 

Price-to-Cashflow 
(TTM) 20.46 8.22 27.15 46.47 NM 

EBITDA Margin  20.55% 8.02% 11.42% 14.61% 7.01% 

Dividend Yield 2.48% - 3.38% 1.63% - 
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Disclaimer and Related Information 
 

This article or video features Benjamin C. Halliburton, CFA or an investment idea(s) that 
Mr. Halliburton or Tradition Investment Management, LLC (Tradition) may invest in. Mr. 
Halliburton is the founder and owner of Tradition Investment Management, LLC which is 
a registered investment adviser. Tradition is paying Building Benjamins LLC to publish 
this information and run the website. All material on the website should be considered 
paid advertising by Tradition. This article is a financial publication and is provided for 
educational purposes only. It is not an investment recommendation nor investment 
advice. It does not take into account your personal circumstance and whether this 
investment is appropriate for you, your objectives, or your risk tolerance. Under no 
circumstance is Building Benjamins LLC or Tradition Investment Management LLC 
responsible for any actions that you may take after reading this educational information. 
Nothing from Building Benjamins LLC should be considered personal investment advice. 
Building Benjamins LLC, the website, emails, interviews, social media pages, and other 
materials are published by Building Benjamins LLC and do not necessarily match the 
opinions of the individuals or companies published or quoted herein. Investing, and in 
particular, stock or ETF investing, is risky and may result in losses and sometimes loss 
of your entire investment. Stock investing has company-specific operational risks like 
demand, competition, legal and regulatory, as well as broader financial market risks like 
liquidity, economic cycle, and government policy. You may lose money in any stock 
investment or other investments that you make, and you are solely responsible for those 
decisions. Mr. Halliburton, Tradition Investment Management LLC, and/or the authors on 
this site may or may not have positions in the securities discussed in this educational 
report. The information herein is shared as an educational endeavor. Mr. Halliburton, 
Tradition Investment Management LLC, and/or the authors on this site may transact in 
the security discussed at a later date prior to or without notification in this format. This 
is not investment advice but only a discussion of select investments. Building Benjamins 
is an investment website, blog, or newsletter, and the information contained cannot be 
reproduced, copied, or redistributed without the prior written authorization of Building 
Benjamins LLC. US copyright laws apply. We rely on information from sources we 
believe to be reliable, including the companies themselves but cannot guarantee the 
accuracy of the information that we provide. You rely on this information at your own 
risk and are responsible for the verification of the data. 

 


