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Homebuilder flags issue not currently on investors’ radar. 
 
Published December 23, 2020 
 
This alert compares the language used in the company’s latest filing with the period before. 
Research suggests changes in language, particularly in the risk factor section, is a powerful 
indicator of future performance. Companies that change filing language, according to research, 
underperform those that don’t by 30-50 basis points per month for the following year. 

Potential New Threat Emerges 
HOV routinely warns of regulatory risk. In its 2019 10-K, it warned investors of: 
 

“We are subject to extensive and complex laws and regulations that affect the 
development of land and home building, sales and customer financing processes 
concerning zoning, building design, construction, and similar matters, including local 
regulations which impose restrictive zoning and density requirements...” 
 

In its 2020 10-K, HOV adds language that may foreshadow a new but powerful headwind: 
 

“We are subject to extensive and complex laws and regulations that affect the 
development of land and homebuilding, sales and customer financing processes, 
including laws and regulations relating to zoning, density, accessibility, 
anti-discrimination, building standards and mortgage financing.”  

 
The word doesn’t appear anywhere else in the filing nor is there anything related to the topic in 
the Legal Proceedings section. Since it’s already illegal to discriminate, this addition begs 
several questions: 
 

● Is HOV party to a new yet undisclosed legal matter? 
● Is the new language a result of the civil unrest in summer 2020? 
● Is the additiona the result of lobbying efforts portending cumbersome new regulation at 

the local or state levels? 
 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1658471


Toll, a luxury home builder, mentions anti-discrimination in its 2020 10-K but the langage is not 
new: 
 

“Various local, state, and federal statutes, ordinances, rules, and regulations concerning 
building, zoning, sales, accessibility, safety, anti-discrimination, and similar matters 
apply to and/or affect the housing industry.”  


