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VFC Has Deep Value Proposition with a 6.2% Dividend Yield 

  
 
  
  

Price $18.83  Dividend Holding September 8, 2023 

• 6.2% dividend yield. 
• Stock has pulled back 81% from January 2020 and now represents a deep 

value proposition with low PE and a big dividend yield.  
• VFC's strongest brands, Vans and The North Face, are pivoting to a more 

digital DTC (Direct-to-Consumer) presence.  
• VFC is guiding towards a minor recovery for this 2024 holiday season and is 

entering the holiday season in an improved logistical and inventory position. 
• Despite headwinds, there is significant brand recognition and value in VFC's 

premium retail brands. 

Investment Thesis 
VF Corporation (VFC) is an apparel conglomerate operating 13 premium active brands. 
Globally VFC has an estimated total addressable market of $600 billion, with significant 
international exposure. 

The price has collapsed by 55% year over year and 81% since its 2020 high. The 
dividend was cut by $1.20 per share annualized in order to strengthen the balance sheet 
and maintain financial flexibility. Post cut, VFC's dividend yield is 6.2%, easily covered 
by our estimate of $2.00 in current year earnings. With new leadership, cost-cutting, 
brand innovation and strong globally recognized brands, VFC has significant potential for 
a turnaround in our opinion; moreover, it has a secure 6% dividend yield while we wait.  

Estimated Fair Value 
EFV (Estimated Fair Value) = EFY26 EPS (Earnings Per Share) times PE (Price/EPS) 

EFV = E24 EPS X P/E = $2.60 X 13 = $33.80            VFC is a March Fiscal Year 

 E2024 E2025 E2026 

Price-to-Sales 0.7 0.6 0.6 

Price-to-Earnings 9.7 8.3 7.0 

2027 Targets 
VFC has set some aggressive goals for FY 2027 that September 2022. The FY27 targets 
include mid to high single-digit revenue CAGR, $5.5 billion in FCF (Free Cash Flow), and 
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operating margin of 15%. More digital DTC, better mix and the pricing power potential 
of their premium brands combined with improving macro conditions could allow VFC to 
reach its aggressive goals. We should point out that these goals do not need to be fully 
met for VFC to be a good stock. A 12 times FCF multiple of FVC's target of $5.5 Billion 
would imply a $66 Billion market cap compared to only $7.5 Billion today. Operating 
margins currently sit at 2.8%, a destructive contraction from 13.8% in FY22. The 
contraction was attributed to increased product manufacturing costs, elevated 
promotional activity, and adjusting inventory levels. 

Bracken Darrell has recently taken over as CEO in July. Darrell had previously led a 
successful 10-year stint at Logitech, which underwent a similar strategic transformation. 
The CEO said, "We are well positioned to advance our key priorities this year with an 
emphasis on increasing operating earnings through improved gross margins, generating 
healthy cash flow, and reducing debt, all of which lead to a strengthened financial 
position." We expect that this new CEO Darrel will modify the 2027 goals down as they 
appear to us to be overly aggressive. Taking only half the FCF goal and its resulting 
2027 reasonable market cap of $33 Billion would still make this a great stock. 

These goals are to be achieved with the key strategy of transforming revenue streams 
on both a geographic and origination basis. Direct-to-consumer digital is targeted to 
grow by low double digits, to account for 35% of all sales, which should aid the shift to 
the goal of 50% of sales being international. The international shift will help broaden the 
addressable market, while the digital DTC shift will allow higher margin realization and 
better inventory. This combination should dramatically improve profitability and cash 
generation. 
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Operations 
The total addressable market for VFC is estimated to be over $600 billion. VFC maintains 
a large portfolio of brands, the most successful being Vans and The North Face.  
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Asia Pacific is the lead driver to Outdoor brands growth, with 12% year-over-year 
growth. In China alone, The North Face has grown to be the largest outdoor brand, with 
31% year-over-year growth in revenue. However, the Outdoor brand has been running 
at a loss, with an operating margin of -5.3% attributable to being particularly sensitive 
to wholesale trends and the cyclicality of its product portfolio.  

Activewear is dominated by Vans, the largest of the brands by revenue. Vans has 
realized a 22% decline in revenue – mostly in wholesale, with a 40% drop year over 
year. The Vans segment has been slipping in domestic market share, with management 
attributing it to a culture of low innovation and a heavy reliance on mature product lines. 
Vans will shift to a more digital DTC strategy and improve international footing as part of 
a broader repositioning effort for the brand. Vans will reduce the number of products 
offered by around 20-30% in DTC channels while pushing for more innovation within the 
brand. The first results will likely be realized for this change in 2Q24 with acceleration 
toward 2H24.  

The Work segment has also experienced difficulty, with higher material costs and 
wholesale downturns as primary drivers of the decrease. While Europe saw 17% year-
over-year growth, it was not enough to offset the 23% dip year over year for the 
Americas.  

VFC derives revenue from wholesale, retail DTC, and digital DTC. Direct-to-consumer 
contains VFC-operated retail and e-commerce sites, representing 46% of revenue during 
1Q24. DTC allows VF to realize its products' retail and manufacturing margins. VFC 
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claims their operated stores realize much higher total margins than other channels, 
though VFC does not publish specific numbers. In 1Q24, direct-to-consumer channels 
were up by 7% year over year despite declines in wholesale.  

Risk 
VFC expects a recovery in wholesale in the 2H24 as retail destocking has largely run its 
course. The strength of the recovery will be determined by a combination of consumer 
demand and retailers' willingness to take on inventory for a consumer with shifting 
preferences. VFC's DTC expansion lessens exposure to the wholesale channel but does 
not fully mitigate the risks and also creates a potential backlash by retailers who don't 
like competing directly with the VFC's DTC offerings. 

Executing a turnaround is always difficult. Branded fashion success is at the whim of the 
consumer. The strength of VFC's brands help mitigate these risks, but VFC is a deep 
value play with the associated high risk and potentially high reward profile. 
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Outlook 
Global results were far weaker in 1Q24, with VFC realizing a 15% drop in revenue in the 
Americas and a 3% dip in Europe. However, the Asia-Pacific region saw accelerating 
revenue growth of 18% year-over-year. All channels in this region grew by double 
digits, with DTC being dominated by brick-and-mortar growth.  

VFC expects better results in 2H24 on the top line, with sequential improvements from 
1Q24 as the holiday season cycle starts. But there is a long road ahead for the company. 
Shareholder returns are still a priority, with management targeting a 50% FCF payout 
ratio and a $2.5 billion repurchase authorization remaining. However, it is unlikely that 
the repurchase agreement will be deployed in the near-medium term as most free 
capital will go toward optimization, deleveraging, and dividend payouts.   
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Peer Comparisons 
 

 
VF Corporation 

(VFC) 

Capri 
Holdings 
(CPRI) 

Levi Strauss 
(LEVI) 

Kontoor 
Brands (KTB) 

PVH Corp 
(PVH) 

Price-to-Earnings 
(FWD) 

20.55 7.72 20.14 8.62 18.16 

Price-to-Sales 
(TTM) 0.66 1.22 0.90 0.93 0.55 

Price-to-Cashflow 
(TTM) 

NM 9.12 26.50 25.56 18.75 

EBITDA Margin  10.74% 15.56% 11.42% 14.35% 12.19% 

Dividend Yield 6.13% - 3.46% 4.40% 0.19% 

 



 

9 
 
 

 
TraditionMent.com 

(850) 418-6182 

 

 

 

 

 

 
 
 

  

$0.00

$20.00

$40.00

$60.00

$80.00

$100.00

$120.00

S
ep

-1
8

N
o
v-

1
8

Ja
n
-1

9

M
ar

-1
9

M
ay

-1
9

Ju
l-

1
9

S
ep

-1
9

N
o
v-

1
9

Ja
n
-2

0

M
ar

-2
0

M
ay

-2
0

Ju
l-

2
0

S
ep

-2
0

N
o
v-

2
0

Ja
n
-2

1

M
ar

-2
1

M
ay

-2
1

Ju
l-

2
1

S
ep

-2
1

N
o
v-

2
1

Ja
n
-2

2

M
ar

-2
2

M
ay

-2
2

Ju
l-

2
2

S
ep

-2
2

N
o
v-

2
2

Ja
n
-2

3

M
ar

-2
3

M
ay

-2
3

Ju
l-

2
3

VF Corp (VFC)



 

10 
 
 

 
TraditionMent.com 

(850) 418-6182 

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. 

 


