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Investment Summary

➢ Capital Structure: Common Equity $6,182.6MM | Total Debt $1,465MM 

➢ Thesis 1: Crocs Inc. has built strong brand equity and operations over time, as demonstrated by 
their increased prices and margins and track record of virality and marketing successes.

➢ Thesis 2: The market is overly pessimistic with HEYDUDE's future growth, as HEYDUDE 

maintains strong margins and is leveraging the "Crocs brand playbook" to build brand awareness 
and equity. 

➢ Thesis 3: Crocs Inc.'s strong free cash flow generation enables them to quickly deleverage, 
improving credit metrics and capital structure for unsecured debt holders. 

Investment Recommendation:

• BUY Crocs Inc., 4.125% Senior Unsecured Note 8/15/31 (BB) trading at 87.177 – 6.498% 
yield to worst and 215bps OAS

• Target Spread: 170bps and a base-case total return of 8.4%

Note: Market values spreads are as of 11/15/2024
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Company 

Overview



Key Facts: 

• Crocs was founded in 2002 and was initially designed to be a slip-resistant boating shoe.

• The company consists of 2 brands: Crocs and HEYDUDE 

• HEYDUDE was purchased by Crocs inc. in 2021 and was formally added to the Crocs Inc. portfolio in 2022.

• Crocs products are sold in over 80 countries through DTC and Wholesale distribution channels 

Crocs Inc. is a world leader in casual footwear operating in over 80 

countries and generating $4 billion in annual revenues.  

Clogs/ 

fuzzy clogs
Collections & 

Collaborations

Boots

SocksJibbitz

Crocs at Work

Collections & 

Collaborations

BootsSneakers

Patches Insoles

Wendy / Wally

Product Examples: Revenue Breakdown:
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65%

35%
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Annual Revenue:

* Projected revenue is based off management guidance
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The 2031 notes are trading at a steep discount to par and have a long 

duration which will allow for further spread compression.

Facility

Debt Out 
($MM) Secure Price

Call 
Price

Next 
Call Date

Market 
Value 
($MM)

Current 
YTW Coupon

S&P/ 
Fitch 
Rating Spread

Total Secured Debt

Term Loan B Facility maturing 2029 575 Y - - - 575 - - - -

Revolving Facility 190 Y - - - 190 - - - -

Total Unsecured Debt

2029 Notes 350 N 92.091 102.125 12/18/24 322.32 6.362% 4.25 BB 201.71

2031 Notes 350 N 87.177 102.063 8/15/31 305.12 6.498% 4.125 BB 215

Total Debt Outstanding 1,465 1,392

- Cash & Cash Equivalents 186.1 186.1

Net Debt 1,278.9 1,206.3

Total Minority Interest 0 0

Market Capitalization 6,182.6 6,182.6

Enterprise Value 7,461.5

Notable points:

• The 2031 Notes were selected as the longer duration bonds offer a higher potential yield and spread compression.

• Debt / Equity = 102.8%, Total Debt / EBITDA = 1.3x, Net Debt / EBITDA = 1.2x, EBIT / Interest Expense = 9.7x

Note: Debt Outstanding as of 9/30/2024, market values and spreads as of 11/15/2024

Capital Structure:
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Investment 

Thesis



Thesis 1: Crocs has built strong brand equity and operations over 

time, as demonstrated by their increased prices and margins and 

track record of virality and marketing successes.

1 Crocs has strong brand equity and 

virality, with flexibility to meet macro 
consumer trends

Recent Collaborations
Sold out in hours

Barbie Satisfy Diplo

2 Crocs Inc. maintains strong operating margins 

with a focus on company-owned U.S. DTC 
sales and distribution 

DTC eCommerceDTC Retail
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Crocs total purchasing consideration

Simone Rocha
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Source: Capital IQ.
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Thesis 2: The market is overly pessimistic with HEYDUDE's future 

growth, as HEYDUDE maintains strong margins and is leveraging the 

"Crocs brand playbook" to build brand awareness and equity. 

1 2Crocs Inc. has been heavily investing in building 

HEYDUDE's brand awareness and equity. 

HEYDUDE is building a foundation to scale 

profitability, with improving margins and 
strategic channel mix.

Jelly Roll Collab 

sold out in minutes

Q3 2024 Q3 2023

Avg sell price $29.77 $28.26

Gross margin 47.9% 42.8%

Shift from short-term 

performance marketing to 

long-term brand marketing 

Sydney Sweeney 

Global Ambassador

39.4% 35.8% 30.1%

60.6% 64.2% 69.9%

Q3'2024 Q3'2023 Q3'2022

Hey Dude Channel Mix Revenues

DTC WHL

Source: Capital IQ
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Key Assumptions: 

Bear
Crocs Revenue Growth (annual): 0% US, 5% INT
HEYDUDE Revenue Growth (annual): -15%

Gross Margin Crocs: 50%

Gross Margin HEYDUDE:35%

Base

Crocs Revenue Growth: 3% US, 8% INT

HEYDUDE Revenue Growth: 0% in 2025; 
5% beginning in 2026 

Gross Margin Crocs: 62%
Gross Margin HEYDUDE:48%

Bull
Crocs Revenue Growth: 8% US, 15% INT
HEYDUDE Revenue Growth: 10% 

Gross Margin Crocs: 66%
Gross Margin HEYDUDE: 50%

Thesis 3: Crocs' strong free cash flow generation enables them to 

quickly deleverage, improving credit metrics and capital structure for 

unsecured debt holders. 

USD Millions 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2027 Bear 2027 Bull

Revenues 1,386 2,313 3,555 3,962 4,151 4,364 4,590 4,830 3,967 5,664

EBITDA 242 715 890 1,091 1,147 1,178 1,278 1,358 651 1,634

Net Income (Loss) 313 726 540 793 769 823 885 993 431 1,211

Cash from Ops. 267 567 603 930 803 1,024 793 1,130 463 1,303

Free Cash Flow 225 511 499 815 731 933 700 1,044 377 1,218

Cash & Cash Equivalents 136 213 192 149 125 184 708 1,755 768 1,998

Total Assets 1,119 1,545 4,502 4,644 4,701 4,810 5,299 6,550 5,505 6,950

Long-term Debt 180 771 2,298 1,641 1,351 899 722 722 830 678

EBITDA Margin 17.4% 30.9% 25.0% 27.5% 27.6% 27.0% 27.9% 28.1% 16.4% 28.9%

Total Debt/EBITDA 0.74x 1.08x 2.61x 1.53x 1.18x 0.76x 0.57x 0.53x 1.27x 0.41x

Net Debt/EBITDA 0.18x 0.78x 2.39x 1.39x 1.07x 0.61x 0.01x -0.76x 0.09x -0.81x

EBITDA / Interest Exp. 35.85x 33.03x 6.54x 6.76x 10.32x 12.53x 17.01x 37.97x 15.85x 48.69x

IG MetricsSource: Own financial Projections
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Valuation 

& Risk
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Our base case valuation calls for 170bps target spread in one year, 

for total annualized return of 8.8% (returns calculated based on 2031 

bonds).

Scenario Analysis:

• Bear: 4.6% return 1Y. 

Target Spread 250.

• Base: 8.4% return 1Y. 
Target Spread 170 

• Bull: 11.3% return 1Y.  

Target Spread 110 

Moody's S&P Base Bear Bull

Upgrade 
Trigger

Rev growth HEYDUDE>0%
Var Margins YoY>0%

Debt/EBITDA<2x

EBITDA/Int exp>3.5x

Rev growth Crocs>0%

Rev growth HEYDUDE>0%

Debt/EBITDA<2x

Met Not Met Met

Downgrade
Trigger

Debt/EBITDA>3.5x
EBITDA/Int exp<2.75x

Rev growth<0%

Debt/EBITDA>2x
Not Met

Partially 
Met

Not Met

Note: Comp Table (as of 11/17/2024)

Issuer Security OAS Amt Out Coupon
Maturity 

Date
Price Yield D/E

Net Debt/ 

EBITDA
S&P Moody Fitch

Crocs Inc CROX 4 ⅛ 08/31 215 350MM 4.125 15/08/2031 87.14 6.51 0.82x 1.07x BB B2 N.A.

Wolverine World 

Wide WWW 4 08/29 288 550MM 4 15/08/2029 87.42 7.18 2.89x 10.60x B- Caa2 N.A.

Bath & Body Works BBWI 6.95 03/33 257 284MM 6.95 1/03/2033 99.88 6.97 -3.12x 2.40x B+ B1 WD

GAP GAP 3 ⅞ 10/31 188 750MM 3.875 1/10/2031 86.79 6.27 1.88x 1.20x BB B1 N.A.

VF Corp VFC 2.95 04/30 167 750MM 2.95 23/04/2030 86.09 5.99 5.24x 5.10x BB Ba1 N.A.

GAP GAP 3 ⅝ 10/29 164 750MM 3.625 1/10/2029 90.28 5.95 1.88x 1.20x BB B1 N.A.

LEVI LEVI 3 ½ 03/31 142 500MM 3.5 1/03/2031 88.03 5.8 1.20x 1.50x BB+ Ba2 BB+

Under Armour UA 3 ¼ 06/26 119 600MM 3.25 15/06/2026 96.7 5.46 0.67x 1.40x BB- Ba3 N.A.

Source: Bloomberg
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Crocs Inc.’s current spread offers a compression opportunity, trading 

at a historical discount despite strong cash flow and margins that 

justify a peer premium.

OAS Spread

• CROX current spread appears undervalued compared to its history and financial numbers. 

• Spread should be trading closer to 170.

48

58

68

78

88

98

108

118

Normalized Spread 1Y

WWW 29 BBWI 33 GAP 31 VF Corp 30

Levi 31 CROX 31 Avg

120

170

220

270

320

370

420

470

520

570

620

OAS Spread 1Y

WWW 29 BBWI 33 GAP 31 VF Corp 30

Levi 31 CROX 31 Avg

Source: Bloomberg Source: Bloomberg
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Risks Mitigants

Crocs Inc.’s large international 

business leads to currency risk
Crocs Inc. actively uses derivatives to hedge currency risk

All manufacturing and supply 

chain is done through third-party 
contracts with overseas countries

Crocs Inc. has been working to diversify their supply chain over the past few years with a 

particular focus on reducing reliance on China. Products are manufactured in Argentina, 
Bosnia-Herzegovina, Brazil, China, Indonesia, Mexico, India 

and Vietnam. 

Buyback program and 

authorization, especially when the 
price of the stock is low

Crocs Inc. must maintain at least a 2:1 fixed charge coverage ratio after any repurchases 

are made. 

Dependency on brand and 

management

Crocs Inc. and management have proven track records in building and monetizing brand 

equity and have shown success in recent limited drops selling out quickly. In particular, 
the company recently hired Terence Reilly to run HEYDUDE. Prior to this role, Terence 

Reily was responsible for the branding strategy that took Stanley from $70M to $750M in 

annual revenue.

Low diversification of revenue 

sources / brands 

Crocs Inc. has been investing in and building new revenue streams (e.g., Jibbitz), and 

HEYDUDE represents the potential to begin building a house of brands like Deckers. 

Management may be considering 

additional large M&A opportunities

Crocs Inc. management is incentivized to become investment grade and must maintain at 
least a 2:1 fixed charge coverage ratio after any M&A activities.

Bonds have low trading liquidity We recommend Crocs Inc. bonds as a buy and hold strategy. 

Risks and Mitigants
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Appendix



15

Modeled Income Statement

Currency USD
Legend

Text Ratio
Units Thousands Formula Non-Relevant Item
Fiscal Year Jan-Jan Projection Constant Ratio
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Modeled Balance Sheet

Currency USD
Legend

Text Ratio
Units Thousands Formula Non-Relevant Item
Fiscal Year Jan-Jan Projection Constant Ratio



17

Modeled Cash Flow

Currency USD
Legend

Text Ratio
Units Thousands Formula Non-Relevant Item
Fiscal Year Jan-Jan Projection Constant Ratio
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Modeled Key Ratios

Currency USD
Legend

Text Ratio
Units Thousands Formula Non-Relevant Item
Fiscal Year Jan-Jan Projection Constant Ratio
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$0.5 B $0.6 B
$0.9 B

$1.6 B $1.6 B
$1.8 B $1.9 B

$0.6 B
$0.6 B

$0.5 B

$0.8 B

$1.0 B

$1.2 B

$1.4 B

$0.9 B

$0.9 B

$0.8 B

$0.0 B

$0.5 B

$1.0 B

$1.5 B

$2.0 B

$2.5 B

$3.0 B

$3.5 B

$4.0 B

$4.5 B

2018 2019 2020 2021 2022 2023 2024

Crocs US Crocs Int HEYDUDE

Crocs Inc. revenue breakdown

*

*Based on model projects



Crocs Inc. consistently works to deleverage their capital structure
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Free cashflows from operations  
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CROX 2031 Notes offer an estimated 74% recovery value on 

investment

High Recovery Value:

• We estimate a 64% recovery for the notes at par. Considering a current price of 87.14, it represent 74% of recovery 

percent of the investment.

Total Recovery 1,233,294

Liquidation cost 61,665 

Proceeds Available 1,171,629 

1L Secured claims 721,952 

Proceeds Available 449,677 

1L recovery 100%

Senior Unsecured 700,000 

Sr. Unsecured recovery of 

100 Nominal 64%

Assets (thousands) 2Q24 Recovery (%) Recovery

Current Assets

Cash and Cash Equivalents 186,122 100% 186,122

Accounts Receivables 383,269 75% 287,452

Incomes Taxes Receivable 2,913 0% 0

Inventories 367,191 50% 183,596

Prepaid Expenses and Other 

Assets 50,923 0% 0

Total Current Assets 990,420 657,169

Non-Current Assets

Operating Lease Right-of-use 

Assets 303,758 0 0

Plant, Property and 

Equipment, Net 243,358 50% 121,679

Deferred Tax Asset 659,861 0% 0

Goodwill 711,602 0% 0

Other Intangible Asset, Net 1,783,677 25% 445,919

Restricted Cash 3,421 0 0

Other Assets 17,053 50% 8,527

Total Non-Current Assets 3,722,730 576,125

Total Assets 4,713,150 1,233,294



Crocs Inc. Leadership

Andrew Rees, CEO
• CEO since 2014

• More than 25 years experience in footwear and retail industry

• Previously served as VP of Strategic Planning and VP of Retail Operations for Reebok

Anne Mehlman, EVP & Brand President Crocs
• Appointed May 2024

• CFO for Crocs from 2018-2024

• Previously CFO for Zappos.com

Terence Reilly, EVP & Brand President HEYDUDE
• Appointed May 2024

• President at Stanley from 2020-2024 where he was responsible for building the 

company from $70M to $750M in revenue

• Before Stanley Terence was the CMO at Crocs
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