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St. Joe has Hidden Value in Discounted Real Estate Portfolio

Price $44.25 Growth Holding March 13, 2024

e 1.25% Yield

e Owns 167,000 acres of land in the Panhandle of Florida, which we believe
can be monetized at a current present value of at least $100 per share.

e The major Bay-Walton Sector Plan covering 110,500 acres slated for
development through 2064, including 170k residential units and 22 million
sqft of commercial space.

e Special zoning status reduces regulatory hurdles for planned residential and
commercial development.

e Record-setting year for hospitality segment offset the slowdown in the
region’s housing market after a boom in 2021-22.

e The Bay-Walton County area has an annual population growth rate of 3.2%,
providing a secular demographic tailwind.

Investment Thesis

St. Joe Company (JOE) is a property developer located in North Florida, owning 167,000
acres. Over the long-term, St. Joe has a large-scale sector plan called the Bay-Walton
Sector plan, which details 110,500 acres of development to 2064 including 170,200
residential housing units and more than 22 million square feet of leasable retail and
office space. According to St. Joe, it realizes much of its revenue from under 2% of its
land holdings. In 2024, Bay and Walton counties combined grew their populations by
4.8% to 283,840 people, with the 5-year average growth rate being 3.2%. Walton
county in particular was the #2 fastest growing county in Florida between 2020-24,
growing its population by 16.5%.

While the dividend is currently only 1.25%, over the long-term we believe that St. Joe
has the experience to execute on the Bay-Walton Sector plan. Additionally, we believe
that St. Joe trades at a discount to its underlying asset values. Much of the land it holds
was acquired decades ago, previously used as timberland. Based on our analysis of the
sector plan, the weighted average land value across the total portfolio of holdings is
$53,543/acre. Net of debt and other assets, the market values St. Joe’s land at just
$15,449/acre. With the housing market facing its most difficult market in more than a
decade, the trailing twelve months has seen St. Joe’s stock price decrease by 18.5%
providing a compelling entry point.
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https://edr.state.fl.us/content/area-profiles/county/Bay.pdf
https://edr.state.fl.us/content/area-profiles/county/walton.pdf
https://www.newsweek.com/florida-map-reveals-counties-where-population-surging-1982908
https://www.newsweek.com/florida-map-reveals-counties-where-population-surging-1982908

Bay-Walton Sector Plan

Of St. Joe’s 167,000 acres, 110,500 acres or 66.2%, is covered by the Bay-Walton
Sector Plan. The plan goes through 2064 and represents one of the largest planned
developments in Florida. The plan’s special zoning dictates that the area covered by the
sector plan is not subject to some regulations related to building, such as demonstrating
need before building new residential units.

2064 PLAN WALTON COUNTY BAY COUNTY
RESIDENTIAL (UNITS) 24,706 Units 145,494 Units
OFFICE (SQFT) 113,000 sqft 11,200,000 sqgft
RETAIL (SQFT) 505,000 sqft 4,500,000 sqft
HOTEL (ROOMS) 530 Rooms 2,775 Rooms
HOSPITAL (BEDS) 1,350 Beds
INDUSTRY (SQFT) 6,000,000 sqft
GOLF (HOLES) 81 Holes 342 Holes
OTHER USES (SQFT) 322,000 sqft 1,100,000 sqgft

The sector plan is further split into smaller DSAPs (detailed area specific plans). DSAPs
represent shorter-term plans of under 20 years, and elaborate on more specific uses of
previously allocated land. As of July 2023, St. Joe had 5 approved DSAPs in Bay County,
and 1 in Walton County.
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https://www.floridabar.org/the-florida-bar-journal/green-light-for-sector-plans/
https://www.floridabar.org/the-florida-bar-journal/green-light-for-sector-plans/
https://www.floridabar.org/the-florida-bar-journal/green-light-for-sector-plans/
https://www.hhs.gov/about/hhs-manuals/hhs-facilities-manual/real-property-planning/index.html
https://www.mypanhandle.com/news/local-news/bay-county/acres-of-bay-walton-sector-plan-part-of-conservation-areas/

The remaining 33.8% of St. Joe’s land holdings are not included within the sector plan
area and are largely made up of timberland. Since the approval of the plan in 2014, St.
Joe has significantly slowed the pace of its real estate sales. We believe approval of the
plan with its special zoning clarifies the underlying asset value and provides a path for
continued intrinsic value growth.
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Estimated Intrinsic Value

We have worked up an intrinsic value table. Please note that we do not claim any level
of precision; it is merely a directional guide to the underlying intrinsic value. Think

direction like north and not a precise location or number.

. Potential
Name Description Acreage Price/Acre
Unallocated Land not in the Bay-
Land/Timberland/Agriculture | Walton plan, or allocated 63,234 $28,391
for timber
Dense Commercial Park-and-walk retail 922 $175,000
centers.
Commercial Core Gr(_)cery anchors, and 2,104 $175,000
office parks
Residential Development Note 1 40,474 $155,000
Conservation Designated or to be
designated by the state 53,229 $1,500
or county as protected
Near-Airport Commercial Retail and _Ofﬂce space 2,719 $85,000
near the airport.
Recreational Parks, ponds, green 4,318 $7,500
space, golf courses, etc.
Weighted Average Price 167,000 $53,543

Note 1: Residential is based on the Ward Creek development, which has been selling 0.15-acre plats to Toll Brothers for an average

of $606,000/acre. For the full 66-acre phase 1 survey site, homes represent 16.8 acres — or a 25.5% coverage ratio bringing the

average per acre to around $155,000.

As with any real estate sale, the total value can be highly dependent on market
conditions, the proximity of the land to services, the proximity to other developments,
cost of connecting and clearing, and zoning.

Already developed commercial properties such as hotels, retail, and golf courses are
rarely sold by St. Joe. Additionally, before development the underlying land is more
often granted to subsidiaries or JVs for improvement who then lease it rather than being
sold. If there were to be a large scale sell off of operating commercial properties, we
would expect them to sell at an EBITDA multiple rather than a per acre value.
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Description EBITDA Multiple Total Value
Includes marinas,
Hospitality Segment hotels, clubs, and 11.5x $716,818,000

golf courses
Retail, Senior living,

Commercial multi-family and 14.5x $365,282,000
office.
Total $1,082,100,000
Component Value

Land (above) $ 8,941,639,994
Operating Businesses (above) $ 1,082,100,000
Cash $ 88,800,000
Debt $ (560,800,000)
Estimated Total Intrinsic Value $ 9,812,675,994
Intrinsic Value per Share $163.76

Forestry and Non-Residential Land Sales

St. Joe harvested 256,000 tons of wood during 2024, with revenues declining by 14.3%
due to lower realized prices. For more details on the current softwood lumber market,
see our piece on PotlatchDeltic or Weyerhaeuser.

During 2024, St. Joe sold 634 acres at an average price per acre of $28,391, with the
average sale containing 56.6 acres. While this price per acre is lower than the $44,304
realized during 2023, the cost per acre is heavily dependent on zoning and proximity to
local amenities. Given the low price of these land sales, it is likely that much of it was
outside of the sector plan area or was presently in an underdeveloped area.

Residential

The residential segment contains the community planning and residential homesite
selling business. For 2024, revenues from homesite sales declined 26.1%, due to a
higher mix of lower-priced communities and timing from developers, as well as
macroeconomic conditions. As of the end of February 2025, mortgage rates have
averaged 6.73% and are expected to stay elevated through the end of the year. The
seasonally adjusted pending home sales index in the South declined 8.8% year over,
outpacing the rest of the country. While some moderate growth is still expected in the
US housing market, JP Morgan expects the housing market to remain ‘largely frozen
through 2025’.
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https://buildingbenjamins.com/stock-thoughts/potlatchdeltics-strong-roots-amidst-headwinds/
https://buildingbenjamins.com/stock-thoughts/weyerhaeuser-offers-industry-leading-asset-portfolio/
https://www.jpmorgan.com/insights/global-research/real-estate/us-housing-market-outlook#:~:text=The%20U.S.%20housing%20market%20is,EHS)%20%E2%80%94%20remains%20exceptionally%20low.
https://www.jpmorgan.com/insights/global-research/real-estate/us-housing-market-outlook#:~:text=The%20U.S.%20housing%20market%20is,EHS)%20%E2%80%94%20remains%20exceptionally%20low.

Residential Segment
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St. Joe realizes residential revenue in components; it realizes up front revenue from
plats sold to homebuilders and may realize a secondary residual if the homebuilder sells
the home above a watermark level. Additionally, if the plat is sold to a JV partner, St.
Joe may realize some additional equity income. On average, St Joe realizes between 45-
50% gross margin on the sale of homesites, due to the cost of municipal services,
permitting, and land clearing.

In the active development phase, St. Joe has 2,319 plats ready for building. Thus far for
2025, JOE has 1,074 commitments for home purchases, a 27.7% decline compared to
2024. Near-term expansion includes 4,276 plats in the permitting and engineering
phase, with a further 19,565 actively planned.
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Based on 2025 commitments, St Joe expects to realize $95,000 up front per sale, which

represents a 19.2% decline. With rates high and a general slump in the housing market,
the decline in revenue per home and volume committed is not concerning us in the short
term. Additionally, the location, home type, and size of the plat heavily dictates realized

prices which can cause some fluctuation independent of market conditions.

St. Joe’s current primary partner is Minto Homes, the operating partner of the 50%-50%
Margaritaville JV. The Margaritaville JV has 367 commitments for home purchases for an
average price of $618,300, which St. Joe will realize between 6-8% of as equity income.
Given that St. Joe is the land contributor with Minto managing the building, marketing,
and development we believe that the 50% JV offering 6-8% EBT margin is very
favorable. However, the pace of Minto’s building has slowed, which we believe is due to
the slump in the housing market.

Hospitality

In the hospitality segment, revenues are made up by hotels, followed by club revenue
with a smaller portion coming from leasing, marinas, and real estate sales. Total
segment revenues grew 31.1%, with operating margins increasing substantially to
17.5% thanks to new openings.
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Hospitality Segment
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Across Bay and Walton counties in North Florida, St. Joe owns 12 hotel properties with a
combined 1,298 rooms. Of the 8 hotels St Joe operates, it has 1,053 rooms. Hotel
related revenues increased 22.3% during 2024, with hotel gross margins increasing to
23.5%, which was due to the first fully operating year of 4 properties opened in 2023.
Over the long term, only 1/3 of the planned 3,305 hotel rooms have been built
according to the Bay-Walton sector plan. However, in the short term we expect the pace
of hotel openings to slow down while commercial and residential development catches

up.

Club revenue is split between sales from amenities, such as golf courses, and
membership dues. During 2024, club revenues increased 49.6% and gross margins
expanding to 44.6%. The increase was due to both the increase in members and the
first full-year operation of Camp Creek’s lodging and amenity facilities. We expect
continued momentum in the club segment, with St Joe opening a third course on the
Watersound Club property on March 20",

During 2024, JOE added 159 new members, bringing the total members to 3,476.
Membership at St. Joe’s clubs has two revenue generation components, an initiation fee
and monthly fees based on the type of membership.
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https://www.businesswire.com/news/home/20250303637616/en/The-St.-Joe-Company-Announces-the-Opening-of-Its-Newest-Watersound-Club%C2%AE-Golf-Course%E2%80%94%E2%80%9CThe-Third%E2%80%9D%E2%80%94Designed-by-Golf-Legend-Davis-Love-III-and-Love-Golf-Design
https://www.businesswire.com/news/home/20250303637616/en/The-St.-Joe-Company-Announces-the-Opening-of-Its-Newest-Watersound-Club%C2%AE-Golf-Course%E2%80%94%E2%80%9CThe-Third%E2%80%9D%E2%80%94Designed-by-Golf-Legend-Davis-Love-III-and-Love-Golf-Design
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While St. Joe’s does not publish specific prices, it is likely monthly dues are between
$600-$1,200 based on similar clubs and reported prices paid by members online. St.
Joe’s initiation fee is $75,000 up front, which the realization is deferred over the
expected life of the membership. Based on the unrealized revenue breakdown numbers,
St. Joe expects to retain members for an average of 7 years. We expect a small boost in
2025 to membership given the large increase in membership in advance of the initiation
fee going to $75,000 on January 1, 2024. We expect future membership growth to be
more modest as the club benefitted from the unprecedented regional population surge in
2021-23.

With hospitality, the ‘other’ component includes operated retail stores, attached
restaurants, and marinas. Through the end of 2024, revenues grew 5.8% with a gross
margin of 15.7%, a small contraction compared to 2023.

Commercial

The commercial segment includes multi-family, senior living, retail, and office leasing. As
previously discussed, lumber and non-residential real estate sales are included in
commercial results. Overall revenues increased 5.6%, with margins contracting by
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Across 7 multi-family developments, which are not operated by it, St. Joe has 1,128
units, with 961 leased for an occupancy rate of 85.2%. While this is low for typical multi-
family construction, it is about average for the Bay-Walton County area. Overall, for
2024, multi-family leasing revenues grew by 20.1%. We expect occupancy and revenue
to increase during 2025, as 39 units have either finished renovations or been
redesignated to allow for individual sales.

Senior living includes 255 units at an average occupancy of 56%, both of which are
operated by a JV. The low occupancy is due to a new 148-unit Watersound Fountains
independent-living facility which opened in March 2024, and currently has 26%
occupancy. The existing Watercrest senior living facility ended 2024 at 96% occupancy
and focuses more on assisted living and memory care. Overall, revenues in the senior
living segment increased 6.8%, with gross margin increasing 480bps to 29.5%. We
expect continued strengthening of senior living gross margins to increase as the cost of
operating an independent-living facility are far lower than an assisted-living facility.

The commercial leasing segment includes both office and retail space. According to the
previously discussed Bay-Walton sector plan, St. Joe has built 3.0% of the total allowed
amount of commercial square footage. Currently, St. Joe has 982,002 sqft of space in
active development, including a 241,330 sqft expansion for Florida State University’s
medical campus in Panama City which will be 100% occupancy upon completion.
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As of December 2024, St Joe had 1,144,504 sqft of commercial space for lease, with a
95.1% occupancy rate. Commercial leasing revenues increased 17.7% despite a smaller
9.2% increase in leasable space. Due to construction completion, much of the new
leases are at higher rates which helped boost gross margins to 66.0%.

Risk

An unquantifiable risk facing St. Joe is hurricanes and possible climate change. Of the
167,000 acres of land owned by St. Joe, 90% is within 15 miles of the Gulf Coast which
creates demand but negatively makes it a risk-zone for storm surge and extensive
hurricane damage. Insurance in Florida has become more expensive for insurers, with
many electing to leave the state altogether. This is negative for future demand as costs
go up to insure, but a direct hit hurricane would lessen the attractiveness of the area
until repairs and rebuilding could occur.

St. Joe frequently backs debt from JV’s, guaranteeing 50-75% of the principal balance
falling off after a time decay or after a certain amount of principal is repaid. Thus far, no
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https://www.washingtonpost.com/business/2025/01/18/homeowners-insurance-california-florida-climate-change/
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St. Joe JV has ever defaulted on a loan, and we do not expect off-balance sheet
obligations to weigh down St. Joe in the future, even in an economic downturn.

Outlook

Full company revenues grew 3.46%, with record-breaking hospitality revenues offsetting
the decrease in residential real estate sales, with operating margins flat year over year.
According to St. Joe’s investor day presentation, sustaining capital investments required
for existing assets was just $8.0 million annually. Additionally, depreciation, which is a
non-cash expense, is more than $0.80 per share annually.

During 2024, St. Joe spent $129.4 million in capital expenditures, with 52.6% going
toward developing residential land, with the rest split evenly between hospitality and
commercial uses. As previously discussed, we expect capital expenditures to be more
focused on residential development in the medium term, with previous year spending
more focused on expanding hospitality and retail space.

Capital Expenditures by Segment
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St Joe ended 2024 with a $88.8 million cash position, and a debt to EBITDA of 3.9x. We
believe that this debt figure is mostly asset-backed debt, and thus the higher multiple is
acceptable. According to St. Joe, its weighted average interest rate is 4.9%, with an
average remaining term of 17 years.
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Conclusion

In the short term, the underlying real estate and business value appears to be more
than the stock price. Moreover, Gulf Coast real estate will most likely continue to
appreciate at 5-10% per year as it benefits from demographics and inflation. Over the
long-term, St. Joe needs to execute its plan of turning its land into one of the largest
planned communities in North America. With more than 4.1 million Americans retiring
each year, and the Bay-Walton county area growing its population by 8,330 people or
3.4% per year, St. Joe is poised to capitalize on this favorable demographic tailwind.

Peer Comparisons

St. Joe RMR Group Cushman & NPR—
Company

U EVGHE
(JOE) (RMR) (CWK) (NMRK)

Price-to-Earnings

Price-to-Sales
(TTM)

EV-to-EBITDA
(TT™M)

EBITDA Margin -10.99%

Dividend Yield 1.25% 9.72% - - 0.96%
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https://www.cnbc.com/2023/04/30/florida-is-the-top-us-state-retirees-moved-to-in-2021.html'
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Disclaimer and Related Information

This report was written by Julie Brown and reviewed and edited by Benjamin C.
Halliburton.

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.
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