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Recommendation: BUY Patrick 4¾ 2029 bonds

Current Price = $86.12 (as of 11/19/23)
2-Year Price Target = $89.36

Total Spread Compression = 80 bps
Annualized Total Return (Base Case) = 7.4%



Patrick is a leading component solutions provider for the RV, marine, and 
manufactured housing markets.

Source: PATK 2022 10K, Bloomberg
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KEY CUSTOMERSBusiness Overview:
• Comprised of 50+ independently-run brands that provide components 

primarily for major original equipment manufacturers (OEMs), but 
also aftermarket retailers.

• Tier 2 supplier: provides parts for companies that manufacture 
and assemble end products

• Footprint: 185 manufacturing plants and 67 distribution facilities 
across 23 U.S. states (plus minimal non-US presence)

• Sales are primarily in the U.S.

• Headquarters: Elkhart, IN

• 65% of all U.S. RVs sold are produced in Elkhart County

• One of two suppliers in this niche market with a market cap >$1.5B.

COMPETITORS

Company Overview– How Does Patrick Make Money?



Source: Bloomberg
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We are selecting Patrick’s 2029 bond to invest in due to its higher 
liquidity and better total return prospects due to the significantly lower ask 
price.

Capital Structure & Bond Selection

Ask Price YTW OAS Ratings Debt ($MM) Net Lev 2-YEAR TIME HORIZON

PATK Revolver
($580MM 
available) 85 Current Bond Price $86.12 

PATK TL A $97.35 6.96 131 

Secured Debt 216 0.4x Base Case

Total Spread Compression 80 bps 

PATK 7 1/2 10/15/27 $98.35 7.99 307.3 B3 / BB- 300 Implied Bond Price $89.36 

PATK 1 3/4 12/01/28 
(Convert) $100.65 1.61 259 Annualized Total Return 7.4%

PATK 4 3/4 05/01/2029 $86.44 7.94 359.7 B3 / BB- 350 

Total Debt 1,125 2.4x Bull Case

Total Spread Compression 140 bps

Leases 126 Implied Bond Price $91.89 

Total Debt w/ Leases 1,251 2.7x Annualized Total Return 8.7%

Equity EV/EBITDA Bear Case

Equity Market Cap 1,879 Total Spread Compression -60 bps 

Enterprise Value (incl. 
leases) 3,114 6.9x Implied Bond Price $83.75 

Annualized Total Return 4.5%

Debt to Capitalization 40%



The market is underestimating Patrick’s competitive moat, shrewd 
management, and effective capital allocation.

Source: N/A
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Long-term secular tailwinds in end markets
• There is a high potential for continued long-term growth among 

Patrick's RV and manufactured housing end markets.

Product line expansion is methodically creating a moat
• Patrick is one of two players with meaningful scale in its niche and 

has embedded itself as a key strategic supplier to OEMs, expanding 
product lines and capturing more revenue per unit sold.

Capable management and prudent capital allocation
• While Patrick spends regularly spends on M&A, management has a 

strong track record of adding value through margin-accretive 
acquisitions while maintaining low leverage.

1

2

3

Investment Thesis



Patrick is one of only two scale players in the secularly growing RV and manufactured 
housing markets and is diversifying sources of revenue over time, mitigating risk.

Source: RV Industry Association, US Census Bureau, Statista, RVBusiness.com, Patrick Investor Presentation Aug 2023

• The RV and manufactured housing industries have grown strongly 
post-GFC, while the recreational boat industry is more mature.
• Median age of new RV buyer: 33 (down from 43 in 2010)

• Patrick has diversified its business lines over time alongside strong 
sales growth, mitigating risk around cyclical downturns in any one 
business line.

• Patrick is a primary components provider to the two largest U.S. RV 
manufacturers – Thor and Forest River.
• Only one other competitor (LCI Industries) has similar 

scale to Patrick.
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Thesis #1: Secular Tailwinds Across End Markets & 

Diversifying Revenue Sources



Patrick is supplying increasingly more components per unit across business 
lines, increasing its strategic importance to OEMs and carving out an 
economic and technological moat.

Source: Patrick August 2023 Investor Deck, Bloomberg
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RV

Marine

MH

• Average length of Patrick’s relationship with major customers: 
25+ years

• Thor: EBITDA 10-yr CAGR = 13.1%, net leverage = 1.1x
• Count of product categories supplied by Patrick:

• RV exterior = 26; RV interior = 50+
• Marine = 35
• Manufacturing housing = 50+

• Different product tiers promote OEM pricing flexibility 
• Help OEMs in the component development process

CONCLUSION: M&A drives expansion of product offerings, which 
fortifies ties with OEMs

Thesis #2: Patrick’s Close OEM Ties & Product Line Expansion 
Carves Out A Moat



Management has shown a knack for completing margin-accretive 
acquisitions while maintaining low leverage and managing to keep free cash 
flow consistent throughout demand cycles.

Source: Patrick August 2023 Investor Deck, Bloomberg
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• Patrick’s growth strategy is to acquire smaller parts 
manufacturers and realize operational efficiencies 
while broadening key OEM relationships. 

• Margin expansion shows Patrick management is 
adept at identifying opportunities and adding value.

• Through this process, Patrick has managed to keep 
leverage low and stable, capitalizing on consistent 
FCF.

Thesis #3: Stability Through Capable Management & Prudent 
Capital Allocation



Source: Bloomberg
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Taking consensus estimates in 2023 and 2024 and conservative projections 
in 2025, Patrick will continue to generate strong FCF and delever towards 2x.

Assumptions: 
• Consensus revenue and 

EBITDA estimates in 2023 and 
2024

• 7% revenue growth in 2025, 
well below Patrick’s 10-year 
CAGR of 19% and Thor’s 10-
year CAGR of 13%

• 12-13% EBITDA margin in 
2025, in line with recent 
historical averages (no 
expansion)

• Uses of cash: dividends stay 
the same, modest but 
meaningful M&A, moderate 
share repurchases

Bear and bull case models and 
assumptions available in appendix.

Model – Base Case



Source: Bloomberg
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Patrick trades significantly wide of OEMs Thor Industries and Winnebago – 
Patrick’s better margins and strong FCF will allow it to delever close to 2.0x, 
which warrants spread compression towards comps.

Relative Value

Company Security Outstanding
S&P 

Rating
Moody's 
Rating YTW

Bid OAS 
Spread

Net Leverage 
(LTM)

EBITDA / 
Interest

FCF / Net 
Debt (LTM)

Spread / 
Leverage

PATRICK INDUSTRIES INC PATK 4 3/4 05/01/29 350,000,000 BB- B3 7.94 350.34 2.7x 7.5x 42.7% 130

THOR INDUSTRIES THO 4 10/15/29 500,000,000 BB B1 7.21 279.49 1.1x 9.2x 80.4% 254

WINNEBAGO INDUSTRIES WGO 6 1/4 07/15/28 300,000,000 BB+ Ba3 7.28 249.29 1.0x 17.0x 62.3% 249



Source: N/A
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A management change may affect Patrick’s ability to 
complete and integrate accretive M&A
• Patrick relies on strategic M&A to expand and diversify their business lines, and changes in the 

management team may affect Patrick’s future ability to do this. 
Mitigation:

• Develop and publicize succession planning; maintain a culture of excellence. 
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Cyclical business is susceptible to economic downturns
• Patrick's revenue streams are discretionary to consumers, and thus vulnerable to significant 

drawdowns during economic recessions.
Mitigation:

• Close relationships with OEMs allow Patrick to gain visibility into demand and quickly adapt to 
changing economic conditions.

• Continued diversification in marine and manufactured housing, as well as growing aftermarket 
presence.

1
HIGH

Forest River and Thor account for ~40% of RV sales
• While this is currently a good thing because OEM’s businesses and Patrick’s relationship with them 

are both strong, there are no long-term contracts in place and the future is unpredictable. 
Mitigation:

• Continued financial strength and prudent management of Thor and Forest River (subsidiary of 
Berkshire Hathaway).

• Continuation of strategic M&A to increase bargaining power towards OEMs.
• Creation of and investment in PAPE team (Patrick’s Advanced Products Evolution Group).

2

LOW

Risks & Mitigants

MODERATE



Summary and Questions

Source: N/A
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Recommendation: BUY Patrick 4¾ 2029 bonds

Current Price = $86.12 (as of 11/19/23)
2-Year Price Target = $89.36

Total Spread Compression = 80 bps
Annualized Total Return (Base Case) = 7.4%



APPENDIX
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13-17: Assumptions and Models
18-21: Thesis #1 Support, Macro 
Tailwinds
22-28: Thesis #2 Support, Product 
Lines
29-34: Thesis #3 Support, M&A
35-36: LCI (Competitor)
37-38: Manufactured Housing Data
39-40: Other
41-42: Liquidity
43-46: Top Bond and Equity Holders, 
Duration Analysis, Maturity Wall



Source: Bloomberg

13

Model – Revenues Breakdown

The deceleration in revenue growth in 2023 should not be perceived as a 
decline but rather as a normalization of revenues following a two-year 
demand spike.

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 CAGR

Revenue 2,263.1 2,337.1 2,486.6 4,078.1 4,881.9 3,491.2 3,728.2 3,991.2 4.56%

% Growth (YoY) 3.3% 6.4% 64.0% 19.7% (28.5%) 6.8% 7.1%

Recreational Vehicle 1,434.3 1,287.2 1,392.2 2,404.4 2,593.0 1,841.0 1,969.9 2,117.7 4.78%

As % of total revenues 63.4% 55.1% 56.0% 59.0% 53.1% -29.0% 7.0% 7.5%

Marine 274.1 328.5 338.7 665.3 1,037.5 736.6 780.8 827.7 3.96%

As % of total revenues 12.1% 14.1% 13.6% 16.3% 21.3% -29.0% 6.0% 6.0%

Manufactured Housing 554.7 721.4 755.7 1,008.4 1,251.4 913.5 977.4 1,045.9 4.61%

As % of total revenues 24.5% 30.9% 30.4% 24.7% 25.6% -27.0% 7.0% 7.0%



Source: Bloomberg
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Taking consensus estimates in 2023 and a 2-year trough with a similar 
magnitude to the GFC, Patrick will continue to generate positive cash flow 
and leverage will remain below 3.5x.

Assumptions: 
• Consensus revenue and 

EBITDA estimates in 2023
• 25% revenue drawdown in 

2024 – mirrors the 47% 2-year 
revenue drawdown realized by 
Thor during the GFC, and more 
severe than Patrick’s 43% GFC 
revenue drawdown

• 2025 recovery of 31% mirrors 
Patrick’s performance post-
GFC (implies regaining almost 
all lost revenue in 2024)

• Slightly compressed margins in 
2024 and 2025

• Uses of cash: dividends stay 
the same, no M&A in 2024 and 
modest activity in 2025, 
moderate share repurchases

Model – Bear Case

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025

Revenue 2,263.1 2,337.1 2,486.6 4,078.1 4,881.9 3,442.3 2,581.8 3,382.1 

% Growth (YoY) 3.3% 6.4% 64.0% 19.7% (29.5%) (25.0%) 31.0%

Gross Profit 415.9 422.9 459.0 801.2 1,059.9 585.2 438.9 575.0 

Gross Profit Margin 18.4% 18.1% 18.5% 19.6% 21.7% 17.0% 17.0% 17.0%

Operating Profit 178.4 154.4 173.4 351.7 490.6 206.5 154.9 202.9 

Operating Margin 7.9% 6.6% 7.0% 8.6% 10.0% 6.0% 6.0% 6.0%

D&A 61.0 101.5 107.5 146.9 187.1 137.7 103.3 135.3 

EBITDA 239.4 255.9 280.9 498.6 677.8 344.2 258.2 338.2 

Margin 10.6% 11.0% 11.3% 12.2% 13.9% 10.0% 10.0% 10.0%

% Growth (YoY) 6.9% 9.8% 77.5% 35.9% (49.2%) (25.0%) 31.0%

Free Cash Flow

EBITDA 239.4 255.9 280.9 498.6 677.8 344.2 258.2 338.2 

CapEx (22.5) (27.7) (32.1) (64.8) (79.9) (51.6) (38.7) (50.7)

Interest Expense (26.4) (36.6) (43.0) (57.9) (60.8) (72.4) (66.7) (66.7)

Taxes (32.1) (28.3) (33.3) (68.9) (107.2) (37.9) (33.6) (44.0)

Change in Working Capital (14.2) 24.3 (30.0) 13.7 110.1 (34.4) (25.8) (33.8)

Remaining Free Cash Flow 144.3 187.7 142.5 320.8 540.1 147.8 93.4 143.0 

Dividends -   (5.8) (23.6) (27.0) (32.9) (36.7) (18.1) (23.7)

Acquisitions (343.3) (56.0) (306.0) (508.1) (248.9) (26.8) -   (100.0)

Share Repurchases (Net) (107.6) (3.8) (23.1) (48.9) (77.1) (21.8) (20.0) (20.0)

Remaining Free Cash Flow (306.6) 122.1 (210.2) (263.3) 181.2 62.5 55.3 (0.6)

Balance Sheet

Cash 6.9 139.4 44.8 122.8 22.8 85.3 140.7 140.0 

Long-Term Debt 621.8 670.4 810.9 1,279.0 1,276.1 1,104.6 1,104.6 1,104.6 

Current Portion of Long-Term Debt 8.8 5.0 7.5 7.5 7.5 7.5 7.5 7.5 

Leases -   66.5 88.2 120.2 122.5 126.2 126.2 126.2 

Net Debt 623.6 602.4 861.8 1,283.8 1,383.3 1,153.0 1,097.7 1,098.3 

Credit Statistics

Total Debt/EBITDA 2.35 3.07 2.57 2.04 3.35 4.25 3.25

Net Debt/EBITDA 1.81 2.91 2.33 2.01 3.10 3.71 2.83



Source: Bloomberg
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Taking consensus estimates in 2023 and a return to 13% revenue growth in 
2024-2025, Patrick will generate strong FCF, continue to do M&A, and 
delever below 2x.

Assumptions: 
• Consensus revenue and 

EBITDA estimates in 2023
• 18-17% revenue growth in 

2024 and 2025 mirrors 
Patrick’s 10-year CAGR 

• Margins on the high end of 
historical average, implying 
continued strong performance 
by the management team

• Uses of cash: dividends stay 
the same, moderate M&A 
activity in 2024 and 2025 
(more than base case), 
moderate share repurchases 
(same as base case)

Model – Bull Case

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025

Revenue 2,263.1 2,337.1 2,486.6 4,078.1 4,881.9 3,527.5 4,164.5 4,875.2 

% Growth (YoY) 3.3% 6.4% 64.0% 19.7% (27.7%) 18.1% 17.1%

Gross Profit 415.9 422.9 459.0 801.2 1,059.9 670.2 812.1 975.0 

Gross Profit Margin 18.4% 18.1% 18.5% 19.6% 21.7% 19.0% 19.5% 20.0%

Operating Profit 178.4 154.4 173.4 351.7 490.6 282.2 354.0 438.8 

Operating Margin 7.9% 6.6% 7.0% 8.6% 10.0% 8.0% 8.5% 9.0%

D&A 61.0 101.5 107.5 146.9 187.1 141.1 166.6 195.0 

EBITDA 239.4 255.9 280.9 498.6 677.8 423.3 520.6 633.8 

Margin 10.6% 11.0% 11.3% 12.2% 13.9% 12.0% 12.5% 13.0%

% Growth (YoY) 6.9% 9.8% 77.5% 35.9% (37.5%) 23.0% 21.7%

Free Cash Flow

EBITDA 239.4 255.9 280.9 498.6 677.8 423.3 520.6 633.8 

CapEx (22.5) (27.7) (32.1) (64.8) (79.9) (52.9) (62.5) (73.1)

Interest Expense (26.4) (36.6) (43.0) (57.9) (60.8) (72.4) (66.7) (66.7)

Taxes (32.1) (28.3) (33.3) (68.9) (107.2) (48.2) (67.7) (82.4)

Change in Working Capital (14.2) 24.3 (30.0) 13.7 110.1 (35.3) (41.6) (48.8)

Remaining Free Cash Flow 144.3 187.7 142.5 320.8 540.1 214.5 282.1 362.9 

Dividends -   (5.8) (23.6) (27.0) (32.9) (37.6) (29.2) (34.1)

Acquisitions (343.3) (56.0) (306.0) (508.1) (248.9) (26.8) (250.0) (300.0)

Share Repurchases (Net) (107.6) (3.8) (23.1) (48.9) (77.1) (21.8) (35.0) (35.0)

Remaining Free Cash Flow (306.6) 122.1 (210.2) (263.3) 181.2 128.3 (32.0) (6.3)

Balance Sheet

Cash 6.9 139.4 44.8 122.8 22.8 151.1 119.1 112.8 

Long-Term Debt 621.8 670.4 810.9 1,279.0 1,276.1 1,104.6 1,104.6 1,104.6 

Current Portion of Long-Term Debt 8.8 5.0 7.5 7.5 7.5 7.5 7.5 7.5 

Leases -   66.5 88.2 120.2 122.5 126.2 126.2 126.2 

Net Debt 623.6 602.4 861.8 1,283.8 1,383.3 1,087.2 1,119.2 1,125.5 

Credit Statistics

Total Debt/EBITDA 2.35 3.07 2.57 2.04 2.57 2.15 1.78

Net Debt/EBITDA 1.81 2.91 2.33 2.01 2.21 1.92 1.60
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Source: Bloomberg

Patrick's EBITDA Margins Versus OEMs
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Source: Bloomberg

Patrick's % Change in Revenue Verses OEMs
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Favorable Industry and Macro Trends

49%  
Private sellers 

who bought boats 
during pandemic 
plan to upgrade

37%   

Gen Z have 
gone camping 

in 2022

82%   
of Americans 

participated in 
outdoor 

activities in 
2022

56% 

RVers say they 
will use their RV 

more or the same 
amount during 

economic 
downturn

69% 

Realtors 
reported that 

properties sold 
in less than one 

month

22% 
Current RV 

owners 
between 18-34
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Source: Winnebago Investor Deck November 2022

Outdoor Activities Remain Popular
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Source: Winnebago Investor Deck November 2022

New Younger Consumers RV'ing
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More RVers — Millennials— are Seeking an Adventurous Life 
on the Road

Source: Progressive Insurance, RVIA

• Split equally among those O/U 55 years 
old​

• A majority of RVers plan to stay on the 
road for the foreseeable future
o Restricted travel + Remote work 

and ability to travel with children
• RV ownership increased 62% over last 20 

years

• Millennials and Gen Z
• Progressive Insurance seen steady 

increase in RV policies sold since 2009
• Of existing young owners 84% plan to 

buy another RV – 78% prefer a new 
model
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Source: Patrick Investor Deck August 2023
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Source: Patrick Investor Deck August 2023
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Source: Patrick Investor Deck August 2023
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Source: Patrick Investor Deck August 2023
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.87% .31% -.63% -.58%

3.46% 3.30%

2017-2023
7% CAGR

Inflation over the last 5 Years
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Source: RV Industry Association

RV Shipments

Historical RV Shipments
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Patrick Inventory Turnover in Days

Building materials, hardware and mobile home dealers 96

Primary Metal Industries 67

Rubber & Miscellaneous Plastic Products 77

Furnitures & Fixtures 70

Industry Average 76

Comparables

Thor 36

Winnebago 32

LCI Industries 83

Patrick Industries 52

2021 Inventory Turnover 

Relationships with OEMs Allows for Outstanding Inventory 
Management 
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Source: Patrick Investor Deck August 2023

Approach to Driving Growth
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Source: FactSet

Recent M&A History
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Source: FactSet

Recent M&A History

In blue, average deal value
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Recent M&A and ROIC
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Incremental ROIC on Acquisitions

Total Cost ROIC

2017 2018 2019 2020 2021 2022

Total Acquisitions 7 9 2 4 6 5

Total Cost $    249.5 $    339.2 $       54.3 $    306.5 $    509.1 $    248.5 

Average Cost/Business $       49.9 $       67.8 $       10.9 $       61.3 $    101.8 $       49.7 

Operating Income $       13.1 $       23.2 $         0.9 $       10.7 $       25.0 $       19.4 

Revenue $    109.7 $    249.3 $         8.3 $       81.9 $    259.9 $    121.8 

ROIC 5% 7% 2% 3% 5% 8%
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Source: Patrick Investor Deck August 2023

Capital Allocation Priorities
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Accretive Acquisitions Boost Financial Performance

Sources
1. Cash on hand
2. Issuance of shares
3. Borrowings under credit 

facility in existence at the 
time of acquisition

Why? 
• Increasing penetration into the aftermarket space

➢ Serving customers in the marine and marine aftermarket
• Expand presence in primary end markets and enter new end 

markets: leverage platform of operating brands
• Expand product offerings and increase per unit content
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Source: LCI Industries August 2023 Investor Presentation

LCI Industries Market Share and Revenue

LCI Content per Boat: $1360
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LCI Industries Uses of Cash
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Source: US Census Bureau

Manufactured Home Deliveries in the U.S.
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Source: US Census Bureau

Migration Tailwinds Support MH Growth
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Raw Material 
Supplier 

Patrick 

OEMS
(i.e. Forest 
River/Thor)

Dealers

Retail 
Consumer

Source: N/A

Where Patrick Fits in the Market
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End Market Categories
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Source: Bloomberg

Bond Liquidity
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Source: Bloomberg

Bond Liquidity Cont'd
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Top Bondholders

Source: Bloomberg
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Top Equity Holders

Source: Bloomberg
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Duration Analysis

Source: Bloomberg
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Maturity Wall
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