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6.5% Yield While Waiting for Whirlpool’s Recovery 

   
 
   
   

Price $107.25 Dividend Holding November 13, 2023 
• 6.5% Yield. EPS should cover the dividend in the current year with a 43% 

payout ratio. 
• Significant reduction in cost inflation, saving $800 million over 2023.  
• Repositioning toward medium and long-term growth, shedding the 

breakeven European segment while retaining 25% ownership. 
• Deep Value cyclical is currently losing money after restructuring charges but 

had a peak 4-quarter EPS of $31.26 in September 2021. 

Investment Thesis 
Whirlpool (WHR) is a global manufacturer of home appliances with a leading market 
share in North America. WHR has seen a reversal in cost inflation, which should save an 
estimated $800 million in 2023. 

WHR is embarking on an aggressive campaign to "transform" the business into a high-
growth, high-margin player in the face of stagnating sales growth and shrinking 
margins. This includes divesting from breakeven European business and focusing on 
more favorable areas like small-home appliances and DTC (direct-to-consumer) 
markets. With a strong dividend yielding 6.5% and actionable goals, the stock looks 
attractive for dividend investors with modest long-term growth in our opinion.  

Estimated Fair Value 
EFV (Estimated Fair Value) = EFY24 EPS (Earnings Per Share) times PE (Price/EPS) 

EFV = E25 EPS X P/E = $16 X 9 = $144 

 E2024 E2025 E2026 

Price-to-Sales 0.3 0.3 0.3 

Price-to-Earnings 6.7 6.9 7.4 

Market Conditions and Overview 
The major home appliances market is projected to grow at a 5 year CAGR (Compounded 
Annual Growth Rate) of nearly 5%, with particular strength in the Asia-Pacific region. 
The DTC (direct-to-consumer) market is a growth trend in North America, being WHR's 
fastest-growing market segment. E-commerce market penetration is high, with many 
consumers now prefer purchasing directly from WHR rather than a reseller.  
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North American demand is roughly 56 million annual units, typically split 50-50 on 
replacement and new. However, WHR reports that replacement demand is higher than 
normal, at around 60%. Increased home-appliance usage started during the pandemic 
but has not dissipated, which has shortened the replacement cycle of most household 
items. The downside of this is that despite the solid volume it provides, the mix is 
usually worse. 

The new appliance market is highly correlated with consumer confidence and new home 
sales, which are at the same level as in 2010 – just after the recession. Secularly, the 
population is growing, and there is a cost-of-living crisis, with housing contributing to 
much of inflation over the last 30 years. WHR is #1 for new builds, so the push for more 
housing in North America could provide significant tailwinds.  

European Merger  
European business is roughly breakeven and supplies Europe, the Middle East, and 
Africa. WHR partnered with Turkish brand Arcelik to improve cost and scale to create a 
new European appliance maker. The EU has approved the merger, though the United 
Kingdom still has an open inquiry into the merger. WHR expects the merger to go 
through around April of 2024, with full benefits realized by 2025. WHR will retain the 
KitchenAid brand in Europe.  

With 75% going to Arcelik and 25% to WHR, the new company is expected to generate 
$6.4 billion in revenue. The Arcelik merger in Europe would provide significant 
deleveraging and $250 million annually in additional free cash flow (the current expected 
free cash flow is $500 million for 2023). The Arcelik merger would also improve margins 
as the previously discussed European business is effectively breakeven, with an 
estimated 150bps in immediate improvement for EBIT margins.  
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Transformation 
Shedding the European segment is part of a broader transformation in which WHR 
targets higher growth and margins. Margins for WHR have dropped into single digits, 
with the EBIT margin dropping to 7.25%, far below the sector median of 10.9% and 
below its 5-year average of 10.5%.  

Full-year 2023 net sales growth is expected to be negative 1% despite pricing actions. 
Additionally, free cash flow was revised downward to $500 million, or 2.6% of net sales.  

By management's admission, many businesses within the portfolio reside in markets 
that are "structurally unattractive," which includes Europe. Consistently, the Americas 
segments have been the strongest for consumer large appliances and B2B customers. 
We expect the focus in those areas to continue gaining market share while investing in 
Asian growth over the medium term.  

On a category level, we expect renewed focus in the small-appliance area. Though WHR 
does not break out margins on a segment basis, it claims that the small-appliances area 
has an EBIT margin of >15%. To aid this, it acquired InSinkErator for an all-cash 
transaction of $3 billion in October 2022. While this was probably priced too steeply, 
InSinkErator has approximately 70% market share in North American garbage disposals 
and approximately $750 million in net sales.  

Risk 
WHR has a high debt load, largely due to the all-cash $3 billion acquisition of 
InSinkErator – paid for by $2.5 billion in credit and $500 million in cash on hand. Of the 
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$6.3 billion in long-term debt, $1.3 billion is due in 2023. Free cash flow was revised to 
$500 million, of which $100 million will go toward the debt. WHR does have $1.2 billion 
in cash on hand, which will be used to pay debt maturities, which leaves very little 
wiggle room if economic conditions turn negative for appliances.  

Consumer durables experience the greatest impact from decreases in discretionary 
spending brought on by the economic downturn. A significant portion of WHR's North 
American demand growth is driven by replacement needs, which, while currently high, 
can fluctuate and decrease over time, especially as product lifecycles change or 
economic conditions change. 

If the Arcelik transaction is rejected, it will significantly threaten WHR's strategy. WHR 
will likely seek to offload its European business in the event of regulatory rejection, 
though the terms may not be as favorable. Already, WHR sold Arcelik its Russia segment 
in 2022, which included the manufacturing and marketing facility there.  

Outlook 
WHR reported a 3% increase in sales growth in 3Q23, with some limited market share 
growth boosted by high builder demand. Management's target EBIT margin is 12%, with 
5-6% target sales growth. 7-8% of net sales converted to free cash flow.  

WHR has seen significant reductions in input inflation and expects to save some $800 
million annually in input costs. Over the short term, we expect better results in 2024 if 
the Arcelik transaction is approved. This transaction will generate $ 250 million in free 
cash flow annually.  

The dividend is currently paying out $7 per year, yielding 6.49%, representing 70 
consecutive years of dividend payments. WHR does not include expected share 
repurchases in guidance, but it repurchased just shy of $1 billion in 2022. Given the 
expected operating difficulties remaining through 2023, we do not expect meaningful 
repurchases in the next couple of years.  

In conclusion, WHR is entering the hard-reality phase of transformation. The Asia-Pacific 
region and the DTC market are key growth drivers, with increased replacement demand 
fueling sales in North America. The strategic merger with Arcelik in Europe has the 
potential to deliver significant cost savings and increased free cash flow. Despite 
challenges such as high debt from recent acquisitions and the impact of economic 
downturns on consumer spending, we are cautiously optimistic. We expect improved 
performance in 2024, especially if the Arcelik deal concludes successfully. Over the long 
term, WHR has the execution required for higher growth and higher-margin turnaround.   
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Peer Comparisons 
 

 

 
 

Whirlpool 
(WHR) 

Electrolux 
(ELUXY) 

Samsung 
(SSNLF) 

LG (LPL) 
Panasonic 
(PCRFY) 

Price-to-Earnings 
(FWD) 

6.79 41.54 - NM - 

Price-to-Sales 
(TTM) 

0.31 0.20 1.87 0.23 0.39 

EV-to-EBITDA 
(FWD) 

8.29 7.83 8.14 12.11 4.63 

EBITDA Margin  7.57% 2.19% 17.03% 0.69% 7.14% 

Dividend Yield 6.49% - - - 2.47% 
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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, a 
registered investment adviser. Tradition is doing business as (DBA) Building Benjamins 
in the publishing, email, and website space. 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 circumstances and 
whether this investment is appropriate for you, your objectives, or your risk tolerance. 
Under no circumstance is Building Benjamins or Tradition Investment Management LLC 
responsible for any actions that you may take after reading this educational information. 
Nothing from Building Benjamins should be considered personal investment advice. 
Building Benjamins and Tradition Investment Management LLC, the website, emails, 
interviews, social media pages, and other materials are published by Building Benjamins 
and do not necessarily match the opinions of the individuals or companies published or 
quoted herein. Investing, particularly 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, and broader 
financial market risks like liquidity, economic cycle, and government policy. You may 
lose money in any stock investment or other investments and 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. 
Neither the author(s) nor Tradition Investment Management, LLC will knowingly trade 
ahead of any customer buy or sell resulting from this information. 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 for educational purposes. 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 or Tradition Investment Management LLC. US copyright laws apply. 
We rely on information from sources we believe reliable, including the companies 
themselves, but cannot guarantee the accuracy of the information we provide. You rely 
on this information at your own risk and are responsible for the verification of the data. 


