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Company Overview: 
Lennar is one of the largest homebuilding, land-owning, loan-making leviathans in the US. The company joins Centex and Pulte Homes in the top tier of US homebuilders. Lennar builds about 36,200 homes annually for first-time buyers and move-up buyers. It also develops age-restricted active adult communities for retirees and empty-nesters in more than a dozen states. Home prices range from about $100,000 to more than $1 million and average $272,000. Lennar provides financial services (residential mortgage, title, and closing services), and its strategic technologies division provides high-speed Internet access, cable TV, and alarm monitoring services. Lennar offers its services primarily in Arizona, California, Colorado, Florida, Illinois, Maryland, Minnesota, Nevada, New Jersey, New Mexico, North Carolina, Ohio, Oregon, Pennsylvania, South Carolina, Texas, Virginia, Washington, and Wisconsin. The company was founded in 1954 and is headquartered in Miami, Florida. 
Under the Lennar Family of Builders banner, the Company includes the following brand names: Lennar Homes, U.S. Home, Greystone Homes, Village Builders, Renaissance Homes, Orrin Thompson Homes, Lundgren Bros., Winncrest Homes, Sunstar Communities, Don Galloway Homes, Patriot Homes, NuHome, Barry Andrews Homes, Concord Homes, Summit Homes, Cambridge Homes, Seppala Homes, Genesee and Rutenberg Homes.

Financial Highlights: 
(Q3, Ending August 31, 2005)
· Revenues from continuing operations of $3.5 billion, up 27% over the comparable quarter of 2004 
· EPS from continuing operations of $2.06, up 51% year-over-year
· Financial services operating earnings from continuing operations of $34.9 million, up 52%
· New home orders of 11,614, up 24% 
Stuart Miller, President and Chief Executive Officer of Lennar Corporation, said, "Assuming general economic stability and minimal impact from the recent hurricane activity, our record-level $8.1 billion backlog, strong balance sheet and strategic positioning give us confidence in our future outlook. We are increasing our fiscal 2005 earnings per share goal from $7.80 to $8.10 per share and establishing a fiscal 2006 earnings per share goal of $9.25."
Business Outlook:

Lennar Corporation continues to be one of the top builders in the US. Significant gross-margin expansion lifted the bottom line. Homebuilding margins benefited from a 14% increase in average home selling prices. They expect their strong performance to continue during the remaining weeks of fiscal 2005. A rapid acceleration in new orders is an encouraging sign. Indeed, new contracts signed, which are a strong indicator of revenue growth, rose 24%, year over year, in the August quarter. Looking ahead, the recent order growth, combined with an immense backlog of homes already under construction (valued at $8.1 billion), provides a nice foundation for 2006. Lennar raised their fiscal 2006 share-net estimate by $0.25, to $9.40. 

Lennar maintains some of the most attractive land portfolios in the U.S. The company has been able to secure land parcels in constrained markets through joint-venture deals. Recent agreements include Newhall Land and El Toro in California and Roseland in New Jersey. These unique alliances allow Lennar to control lots with a limited use of capital and operating risk. It has also helped LEN remain one of the most diversified builders in the United States.
Competition:
The residential homebuilding industry is highly competitive. Lennar competes for homebuyers in each of the market regions where we operate with numerous national, regional and local builders, as well as with resales of existing homes and with the rental housing market. Lennar believes we are competitive in the market regions where we operate primarily due to our:

• Excellent land position, particularly in land-constrained markets, where we have increased the number

of homesites we own and/or control;

• Strong presence in some of the fastest growing homebuilding markets in the United States;

• Balance sheet, where we continue to focus on liquidity while maintaining a strong capital structure;
Competitors include: Beazer Homes, Centex Corp., DR Horton, MDC Holdings, Pulte Homes, Ryland Group, and Toll Brothers. Of these, DR Horton, Pulte, and Toll Brothers, had the best SSG’s and were used in comparison with Lennar on the Stock Comparison Guide.
Judgements:

· I stuck with Value Line’s estimate of future sales growth at 14.5%

· I also used 16.5% for EPS growth 

· I used the average high and low P/E’s from the last 10 years as my averages
· I used the low for the year as my low price
Recommendation:

LEN has a Upside/Downside ratio of 7.8 to 1. Its Relative Value is 112.3. And returns are in the 22-31% range. Lennar’s current price is in the buy range. As this point, I would recommend adding it to our watchlist and perhaps consider purchase after input from the club.
