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Key data 

Code MLM.US 

Current price US$184.95 

Target price US$246.00 

Forecast PE 19.6x 

Forecast gross yld 1.0% 

Market cap (m) US$11,465 

    
    

Consensus estimates 

Target Price   

Average US$246.00 

High US$280.00 

Low US$215.00 

Recommendations   

Buy 10 

Hold 4 

Sell 0 

Total 14 

Forecasts (FY+1)   

EPS US$9.44 

DPS US$1.80 

Source: Bloomberg Best Estimate 
Consensus Mean. Consensus Target Price 
data only includes targets published in 
the past 3 months. Consensus 
Recommendation & Forecast data 
comprises forecasts published over the 
past 12 months. 
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Disclaimer: This report is a private communication to clients of Craigs Investment Partners Limited ("Craigs Investment Partners") resident in New Zealand and is 
not intended for public circulation or publication or for the use of any third party, without the express prior approval of Craigs Investment Partners. This 
communication is not intended for distribution in the United States or any other jurisdiction outside of New Zealand. While this report is based on information 
from sources which Craigs Investment Partners considers reliable, its accuracy and completeness cannot be guaranteed. Craigs Investment Partners, its partners 
and employees, do not accept liability for the results of any actions taken or not taken upon the basis of information in this report, or for any negligent mis-
statements, errors or omissions. Those acting upon information and recommendations do so entirely at their own risk. Craigs Investment Partners and/or its 
partners and employees may, from time to time, have a financial interest in respect of some or all of the matters discussed. The research analyst or analysts 
responsible for the content of this research report certify that: (1) the views expressed and attributed to the research analyst or analysts in the research report 
accurately reflect their personal opinion(s) about the subject, securities and issuers and/or other subject matter as appropriate; and (2) no part of his or her 
compensation was, is or will be, directly or indirectly related to the specific recommendations or views contained in this research report. An analyst who 
participated in the preparation of this report, or a prescribed person of that analyst, has a shareholding/financial interest in this company. Please note that any 
advice in this report is class advice and that your personal circumstances have not been considered when providing you this advice. You should, before acting on 
such advice, consider the appropriateness of the advice, having regard to your relevant personal circumstances and financial objectives. 

 

Martin Marietta 
 

US$(m) FY17a FY18f FY19f     FY17a FY18f FY19f 

Revenue 3,966 4,204 4,690   EV/EBITDA (x) n/a 11.3 10.3 

EBITDA 998 1,202 1,373   PE (x) 26.2 19.6 16.3 

Reported net profit 713 599 722   EPS (US$) 7.06 9.44 11.37 

EBITDA growth (%) n/a 20.5 14.2   Cash div per share (US$) 1.72 1.80 1.82 

EBITDA margin (%) 25.2 28.6 29.3   Gross dividend yield (%) 0.9 1.0 1.0 

Net profit margin (%) 18.0 14.2 15.4   Dividend payout ratio (%) 24.4 19.0 16.0 

Enterprise value n/a 13,615 14,084   Beta vs S&P 500 0.95     

Net debt  n/a 2,150 2,619   Balance date 31-Dec-17     
 

 

MLM produces and sells aggregates and other construction materials such as asphalt, 
ready-mix concrete, and cement.  The company generates ~50% of its revenues from 
infrastructure spending, with the balance levered to residential and non-residential 
construction activity.  

 

Infrastucture spending is a compelling macro thematic  

The reluctant recognition that monetary policy is not a “silver bullet” for addressing the world’s 

economic maladies has most likely been stoked by increasing concerns around elevated asset 

prices, financial stability risks, increasing inequality, and the rise of populism.  Fortunately, both 

history and academic research strongly support the notion that fiscal stimulus in the form of 

infrastructure investment is far more likely to be successful in generating growth and inflation 

than monetary policy alone.  Conveniently, there is a genuine need for increased spending on 

infrastructure in the developed world, as most developed market governments have underspent 

on infrastructure over the past several decades.  

What to look for in infrastructure – not everyone will be a winner 

To benefit from increased demand from developed market infrastructure spending we need to 

identify companies that sell materials where demand is primarily driven by domestic factors (i.e. 

not China).  Critically, we also want to make sure these materials are not able to be imported 

from countries which have excess supplies.   The best way to eliminate competition from 

imports is for your products to have a very low value per weight ratio.  In other words, we 

should focus our attention on materials which are both relatively inexpensive and are very 

heavy.  This ensures that they cannot be economically transported across borders, and 

furthermore, leads to regional oligopolistic market structures where producers have strong 

pricing power. 

Why crushed rocks 

It is difficult to imagine that there is a product in the world, which has a lower value to weight 

ratio than aggregates (crushed rock, gravel, and stone).  Aggregates are heavy, and thus 

generally cannot be economically shipped more than a few hundred kilometres.  While stone is 

clearly not a scare resource, it is not readily available in all geographies, and it can be very 

difficult to secure permitting for new quarries.  This is especially true near the growing regional 

centres that drive the demand for concrete and crushed stone.  

Investment view 

We view MLM as the company most levered to a recovery in infrastructure investment within 

the United States.  In the meantime, the company offers exposure to a still recovering residential 

and non-residential construction cycle.  One of the defining characteristics of this business is the 

positive pricing dynamic and inherent operational leverage, which allows the company’s profits 

to grow at higher rates than revenues over the longer-term.  These favourable dynamics are 

enabled by large barriers to entry and regional oligopolistic market structures.  
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