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HIGHLIGHTS 
 

• Compounder with a wide moat 

• Monopoly-like market share 

• High margin business with 20% 

return on capital 

• Innovator with “Spawner DNA”  

• Unique and hard to replicate culture 

• Owner-mind-set management and 

employees 

• Fairly priced high quality 

compounder with “free options”  
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DISCLAIMER 

Disclaimer: White Loch Capital Management is a fictions fund that is used purely for educational purposes. The author uses information sources 

believed to be reliable, but their accuracy cannot be guaranteed. The information contained in this publication is not intended to constitute 

individual investment advice and is not designed to meet your personal financial situation. The opinions expressed in such publications are those 

of the publisher and are subject to change without notice. You are advised to discuss your investment options with your financial advisers, including 

whether any investment is suitable for your specific needs. Following publication, the Author may transact in the securities mentioned. All 

expressions of opinion are subject to change without notice, and the author does not undertake to update this report or any information herein. 

GENTEX (GNTX), SHARE PRICE $31.30, MARKET CAP: $7,340MM, 31/05/22 

 

 

 

 

 

 

 

EXECUTIVE SUMMARY  

White Loch Capital Management believes that Gentex is a durable high margin business with a wide defensible moat. We would 

argue that is has a hard to replicate innovative culture that has transformed the business from a low margin fire safety equipment 

business into a technology company with “Spawner DNA”. We think that the current CEO and management team symbolise that 

great innovative culture, many of whom have been at Gentex for over 20 years are still young – Steve Downing, CEO, joined Gentex 

in 2002 and is still only 42 years old. We think the company is highly misunderstood, we look at the business like the Google of 

automotive parts, it has an almost monopoly position in a high margin business (91% market share in auto-dimming mirrors), and 

is using that cash flow to innovate around its core competencies and prepare for the future. Moreover, the business has a long history 

of returning cash to shareholders and a solid debt free, capital light, balance sheet. Finally, the risks that many analysts associate 

with this business, the obsolescence of rearview mirrors and autonomous vehicles, we think are overblown and if anything present 

an opportunity for the business. Though the shares are currently not offering a satisfactory margin of safety we believe the business 

is a fantastic one and one worth getting familiar with.  

THE CORE BUSINESS 

Gentex was founded in 1974 by Fred Bauer, to manufacture residential smoke detectors. Fred Bauer set out to create an 

entrepreneurial culture prioritising innovation and an owner-mind-set from his employees. Very quickly Gentex began to evolve, 

introducing sophisticated fire protection products for commercial use. In 1982 the company introduced the first commercially 

successful interior automotive auto-dimming mirror. This highly technical product solved the problem of glare in mirrors that could 

temporarily impair the driver’s vision 

and was an alternative to the manual 

day/night interior mirrors that were 

once found in cars. Gentex single 

handily created an entire industry – 

everything from the technology to 

the manufacturing and testing 

processes. The auto-dimming 

Figure 1 - 5 year price chare 

Figure 2 - Sales by segment 
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technology was widely accepted by the market. As demand for auto-dimming mirrors sored, so did competition. However, 40-years 

on from the introduction of the auto-dimming mirror Gentex has used its unique culture and technology to keep a monopoly-like 

market share.   Since the introduction of the automotive interior auto-dimming mirror the company has continued to evolve adding 

exterior auto-dimming mirrors, camera monitoring systems and developing key competencies in connected car, sensing, digital 

vision and auto-dimming devices. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Existing Competition 

• Magna (only real competitor) 

• ZF Autonomous 

• Tokai Rika Company 

•  SMR Automotive 

•  Aolian 

•  Intertech 

•  Kingband 

•  BYD Auto Company 

•  Sincode 

•  Yanfeng Visteon 

•  Xiamen Intertech 

•  Guangdong Yuanfeng 

•  Chongqing Yimei 

•  Murakami 

•  Ultronix 

•  Aizhuo 

•  Alpine Electronics 

• Mirrortech 

•  Ambilight 

Substitutes 

• Camera monitoring systems  

• Mirrorless vehicles  

• Autonomous vehicles 

• OEM developing their own 

products 

• Aftermarket products 

Government policies/Regulation 

• Tariffs on china 

• National Highway Traffic 

Safety Administration 

• Changing regulation on 

adaptive driving beam 

headlights  

Existing 

Customers  

OEMs: 

• Aston Martin 

•  BMW Group 

•  Daimler Group 

•  Ferrari 

•  Ford Motor Co 

•  Geely/Volvo 

•  General Motors (10%+) 

•  Honda Motor Co. 

• Hyundai/Kia 

•  Lucid Motors 

•  Mazda 

•  Mahindra & Mahindra 

•  McLaren 

•  Polaris 

•  Renault/Nissan/Mitsubishi 

Group 

• Rivian Automotive 

• Stellantis 

•  Subaru 

•  Suzuki 

•  Tata Motors 

•  Tesla 

•  Toyota Motor 

Company(10%+) 

•  Volkswagen (10%+) 

Gentex’s exclusive aftermarket distributor 

• VOXX International 

Corporation 

 

Suppliers 

• Chinese Chip manufacturers 

• Reliant on partners for many of their 

emerging technology 
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AUTOMOTIVE REARVIEW MIRRORS 

Automotive rearview mirrors, including interior and exterior, represent about 90% of 

the company’s sales and almost all of its profit. The automotive rearview mirrors 

segment is dominated by auto-dimming mirrors, however does also include camera 

monitoring systems, digital video recorder (DVR), non-dimming rear view mirrors and 

aftermarket licencing fee.  

The automotive auto-dimming rearview mirror was designed to prevent glare while 

driving. These mirrors are relatively expensive and have historically only been placed 

in high-end. Gentex designs the mirrors to fit specific OEM name plates and is working 

with the OEM during the design of the car. As demand for auto-dimming mirrors has 

grown Gentex has started offering a wider range of mirrors, technology and pricing, 

with a long runway ahead in penetrating the lower end of the market. Gentex is focused 

on the customer and differentiation working with the OEMs to get the product and 

pricing right for each individual name plate. The crown jewel of Gentex’s product 

offerings is the Full Display Mirror® (FDM). The FDM is a highly technical interior 

mirror that can be touch screen or controlled by buttons, and integrated with: a full 

suite of camera monitoring systems; DVRs; applications such as temperature, calendar 

alerts and parking assist. Gentex has created numerous applications for that can be 

integrated into the FDM and is revolutionising the interior rearview mirror.  Gentex 

has developed cabin monitoring, which is a camera behind the mirror facing into the 

cabin, it has huge potential applications for driver safety, driver monitoring and 

autonomous vehicles (discussed in more detail later). HomeLink® allows drivers to 

control radio frequency devices like garage doors with the rearview mirror (discussed 

in more detail later). Gentex’s own SmartBeam® which was the world’s first high 

beam assist system, helping drivers adjust their headlights according to their 

environment which works from a forward facing camera integrated into the interior 

mirror. Gentex has developed the first integrated toll module, ITM®, which works on 

over 98% of US toll roads giving drivers a single account for toll management that is 

completely integrated into the interior mirror meaning no extra toll module on the 

windscreen. The FDM is about 1.1m out of the total 27.2m of Gentex’s interior mirror 

shipments and so has a long runway ahead of it. The FDM is truly changing the use 

case for the interior rearview mirror, to a powerful multifunctional device that is not 

only integral for safety but provides drivers with technology to connect with the world.  

 Despite fierce competition since the introduction of the interior automotive auto-

dimming mirror in 1982 Gentex still maintains a 91% market share, with its only major 

competitor being Magna. Gentex has a substantial technological advantage that is 

protected by the 2,017 patents and 396 trademarks it currently holds. This 

technological advantage has led Gentex to supply sub-assembly products to their 

competitors including Magna. Another example of this is that while Gentex does not 

manufacture the rearview mirrors for Tesla it does supply sub-assembly auto-dimming 

products for the vehicle. While Gentex currently has a considerable technological 

advantage there is no guarantee it will continue to have in the future as electrochromic 

(auto-dimming) technology is the subject of research and development efforts by many 

current/potential competitors. We believe that Gentex will maintain its technological 

advantage through continuous innovation that is fostered by its entrepreneurial culture. 

OEMs are looking for trustworthy auto-parts suppliers that are willing to collaborate 

on OEM-tailored designs. Furthermore, it is critical for OEMs to know that their part 

Figure 4 - Auto-dimming wing mirror 

Figure 3 - Mirror sales 2021 

32.00%

39.00%

29.00%

Sales by Region

North America Europe Asia-/pacific

Figure 6 - touch screen FDM 

Figure 7 - An aftermarket Gentex auto-dimming 

mirror, branded and distributed by VOXX 

international 

Figure 5 - Sales by geographical region 
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supplier have their own house in order as a single delayed part 

often means the production of the whole car gets delayed. As 

we seen in the wake of Covid the production of cars plummeted 

due to delays from part suppliers. Gentex has a stellar reputation 

for reliability and did extremely well to cause minimal delays to 

the OEMs. We believe this consistent reliability and efficiency 

makes Gentex the partner of choice and is a major competitive 

advantage.  

Gentex products are currently in more than 650 nameplates 

across over 35 different OEMs. Toyota, General Motors and 

Volkswagen each account for more than 10% of Gentex’s sales. 

The FDM is typically found in high-end vehicles or as an add-

on for the lower end vehicles. We think that Gentex has a broad 

enough customer base so that it has some negotiation power. 

Moreover, as customers start to demand Gentex’s technologies 

and integrated apps we think that this will put Gentex in a better 

position for negotiations with OEMs. However, it is evident that 

the big auto-manufacturers generally have substantial power 

over auto-part suppliers.  

Gentex’s rearview mirrors products are generally sold at very high margins with the FDM being the highest margin product. 

Historically the businesses has earned gross profit margins in the region of 35%-40%. As demand for the FDM mirrors grows and 

becomes a bigger piece of the segment we think that in the long run this business can sustain gross profit margins at the high end of 

its historical range, 40%. We think that the business will continue to innovate around the FDM product and ultimately keep its 

monopoly-like market share. Growth in rearview mirrors will largely follow the growth in the production of light vehicles with 

some outperformance as the demand for the FDM and Gentex’s technology grows. We think that the cyclical nature of the industry 

keeps out investors and competitors alike. However, we have seen Gentex use its strong balance sheet and high margins to take 

advantage of the cycles actively investing in the down cycles and at the end of 2021 delaying price increases to put pressure on 

competition and strengthen their relationships with the OEMs at a time when weaker competitors were forced to raise prices due to 

inflation pressures. In Q1 2022 Gentex’s gross margin was sitting at the very low end of its historical average, 34.3% due to part 

shortages, higher shipping costs and general inflationary pressures. We believe Gentex is delaying price increases and collaborating 

with OEMs, taking short term price pressure to gain market share and entrench themselves further as the preferred supplier to the 

OEMs.  

  

Figure 8 - Gentex SmartBeam® 
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LIGHT VEHICLE PRODUCTION 

Light vehicle production was decimated by the lockdowns that happened 

because of the Covid pandemic. Global light vehicle production nosed 

dived 16% in 2020 from 2019 levels. With many of Gentex’s key markets 

decreasing more than 20%. Moreover, once lockdowns eased, demanded 

rocketed up however part shortages plagued the production of light vehicles 

declining further from the weak production number caused by the 

pandemic. We are currently still seeing shortages in supply chains and 2022 

forecast remains relatively low and below trend. However, demand is still 

very high and auto inventories are near record lows. Furthermore, OEMs 

are prioritising building high-end vehicles with the current average listing 

prices are near record highs at over $45,000, this benefits Gentex as its 

products are found in higher end vehicles. The IHS forecasts global light 

vehicle production to grow 8% off the low base set in 2021, and then grow 

a further 10% in 2023.  These numbers are still incredibly cautious and 

below trend, in 2020 the IHS had forecasted production of 75.5 million 

units in 2021 and 82.3 million units in 2022, considerably below the current 

forecasts. Therefore, we think that light vehicle production growth could 

stay elevated for a number of years to catch up with trend growth. 

Moreover, we see upside to the current forecasts if supply chain issues 

subside. All of this means that currently Gentex is severely under earning 

and has sustainable high growth rates ahead in the short to medium term. 

We also think that this has made the stock look optically expensive and 

keeping the stock down. Gentex has forecasted for roughly 8%-16% growth 

for 2022 and 15%-20% growth for 2023. Though 

these forecasts might seem aggressive for a company 

that has traditionally grown at a slower rate we think 

these growth are actually conservative given the 

market backdrop and the increased adoption rate of 

the FDM. We see upside to these forecasts if supply 

chain shortages are worked out and possibly slight 

downside if we see further lockdowns and continued 

supply chain issues. Like the wide ranging forecasts 

suggest the market environment is even more chaotic 

than normal. That being said we think that above 

trend growth rates will be around for a while to make 

up for lost production.  

 

 

 

 

 

  

 

 

 

Figure 9 - Global light vehicle sales 

Figure 10- Light Vehicle production forecasts 

Figure 11 - US inventories 
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HOMELINK 

2003 Gentex has been integrating HomeLink®, a wireless vehicle to home 

communications product that enables drivers to remotely activate radio 

frequency products like garage doors, lights and security systems from the 

convenience of their vehicle. In 2013 Gentex acquired HomeLink® for roughly 

$700 million. HomeLink® is the undisputed leader of car-to-home automation 

systems with very little competition. Globally there are more than 100 million 

HomeLink®- equipped vehicles on the road. We think that HomeLink® and the 

other Gentex technology will provide a stickiness with customers 

demanding it in their vehicles. Gentex has developed the HomeLink 

Connect® which is an APP that gives drivers accesses to cloud-based 

automation services. The APP has also provided Gentex with a base 

application to build off, as we will see later Gentex has big plans to 

further integrate technology onto the HomeLink Connect® platform. 

HomeLink® can be preinstalled by the OEMs or can be installed 

aftermarket. Gentex does not segment the profitability of its automotive 

products, however the way we see HomeLink® is a way for Gentex to 

make the use of their mirrors and integrated technology more sticky and 

creating customer demand. Eventually we could see HomeLink 

Connect® expand to be a hub of car connectivity. 

DIMMABLE AIRCRAFT WINDOWS 

Gentex has taken its expertise in electrochromic technology and 

expanded its use to other surfaces. One use that has already been 

adopted is dimming windows that allow passengers to dim the 

window to their preferred brightness, allowing the window to 

completely block out light, without any window shade. This is still a 

relatively nascent and expensive technology that has been adopted in 

the premium passenger segments of a select few planes including the 

Boeing 787. It is the only product of its kind with competition coming 

from older and cheaper aircraft windows. The adoption of the 

technology was hampered by the Covid lockdowns when the airline 

industry went into survival mode. In 2021 the company only did 

about $9million in window sales way down from $24.6 million in 

2019.  

Gentex has been looking to actively expand into the aerospace 

industry with acquisitions such as Air-craftglass a Belgian company 

specializing in research and development for aircraft windows. 

Gentex also offers its highly specialised laminated glass that can be 

used on the interior of aircraft. We see the aerospace market as a long 

term option embedded within Gentex, we have no inclination on 

whether Gentex’s technologies in the space will be widely adopted 

and what the opportunity is. We do see it as a sign that the innovative 

culture is well and truly alive at Gentex. 

 

 

 

 

Figure 15 - laminated glass 

Figure 12 - FDM integrated with HomeLink® 

Figure 13 - HomeLink Connect® lets drivers remotely control "smart devices" 

Figure 14 - Dimmable Windows use case 

Use case for laminated 

glass in aerospace market  

 

Luxury aesthetics 

Chemically 

strengthened 

Lightweight 

Improved acoustics 
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FIRE SAFETY EQUIPMENT  

Fire safe equipment is where it all started for Gentex in 1974, manufacturing things like Smoke detectors and various fire alarms 

and signalling devices. The products are largely commoditized and sold into markets with many competitors. The businesses is 

largely stable, growing very little over the last 20years. In 2021 Gentex did about $25 million in fire safety equipment sales, having 

done about $21 million in 2001 

While we don’t think that this segment will create much value in the future, but we do think that Gentex has managed to take 

technologies developed in the Fire Safety Equipment segment and grow seemingly unrelated businesses and will continue to do so 

in the future. 

EMERGING TECHNOLOGIES 

Over the years, Gentex has learned how to leverage core 

technologies and create synergy between its seemingly 

incongruous product lines. For example its sensing 

technology segment was born from its photoelectric 

sensing devices which allow its smoke detectors to “see” 

the smoke and Gentex developed key expertise in circuit 

boards from years of building their own circuit boards for 

their smoke detectors.  

Gentex is currently developing many capabilities some of 

which will, no doubt, not lead to successful products but 

some that will. We think this culture of innovation and 

constant evolution is a key competitive advantage for 

Gentex and its future leading segments might not have 

been created yet. We see Gentex developing strong 

capabilities in areas such as autonomous vehicle segment 

and think by the time fully autonomous vehicles come 

about Gentex will be well positioned to be a leader in the 

space. We also like to see Gentex venture into new 

industries, like medical devices, through partnerships. We 

think that Gentex is throwing a lot against the wall at the 

moment and seeing what sticks. 

 

 

 

 

 

 

 

 

 

 

 

Figure 17 - recent acquisitions and partnerships 

Figure 16 - Gentex's core technologies 
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DIMMABLE DEVICES 

Dimmable devices is at the centre of Gentex’s wheelhouse. Gentex is looking to expand 

its dimmable devices beyond rearview mirrors and aircraft windows into large area 

dimmable devices such as sunroofs and windows. The current Gentex sunroof would 

allow each passenger to change the opacity of the sunroof in their segment. While the 

large area dimmable devices are still in the testing phase Gentex is working with OEMs 

on these concepts together can we could see some products in cars in the near future. 

 

SENSING 

From its humble beginnings in smoke detection Gentex has 

managed to build world leading capabilities in sensing 

ranging from digital vision sensing to chemical detection.  

We think that Gentex’s expertise in in-cabin monitoring and 

its acquisition of Guardian Optical Technologies in 2021, has 

big potential especially with the rise of robo-taxis. Gentex’s 

in-cabin monitoring products provide a comprehensive view 

of the entire cabin, not only from high resolutions but also 

infrared sensors and micro-vibration detection. Combined 

with AI systems the Gentex cabin monitoring system can track 

the entire vehicle cabin, its objects and assessing the behaviour 

of its occupants. Current applications for this technology 

include driver monitoring systems which detect driver 

distraction or drowsiness. This could also be used in the car 

insurance industry to track the driver’s behaviour and assess 

the risk of insuring that particular driver.  

This has numerous implications for robo-taxis, It can notify 

passengers of left objects in the car, it can detect violent or 

unscrupulous behaviour of the passengers, and respond 

accordingly – phone police, bill passenger. It can even 

measure the heart rate of passengers which could detect if the 

passenger was having a medical emergency.   

Finally Gentex is developing iris scanning capabilities that 

could authorisation in-vehicle secure transaction, biometric 

vehicle security and personalized system settings.  

Another Gentex technology we see with a lot of promise is the 

nanofiber sensing technology. In 2020 Gentex acquired 

Vaporsens which is an ultra-sensitive sensing technology that 

can detect airborne chemicals. We think that this builds on 

Gentex’s robo-taxi technology, the technology could quickly 

detect chemicals including cigarette smoke but also more 

dangerous chemicals and so that a quick response could be 

initiated. Vaporsens also builds on Gentex’s aerospace 

offerings, as this product could have huge implications for the 

aerospace industry as a powerful chemical detector could be in 

aircraft or at the boarding gate to detect explosives or other 

harmful chemicals.  

Figure 23 - A new nanofiber 

sensing technology capable of 

detecting a wide variety of 

chemicals 

Figure 22 - eSight partnership building 

devices for the visually impaired 

Figure 18 - dimmable sunroof 

Figure 19 - in-cabin monitoring system Figure 20- Gentex intelligent medical lighting 

Figure 21 - RetiSpec partnership for 

alzheimer's detection 

Figure 24 - Aircraft 

cabin sensing use case 

Figure 25 - Sensing 

for smart lighting 
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From Gentex’s sensing technologies we think that in-cabin 

monitoring and Vaporsens have the most opportunity and 

has applications within markets Gentex already operates in. 

Gentex is developing more technologies like smart lighting, 

biometrics and medical devices that also has promise but 

are perhaps outside Gentex’s core markets.  

 

CONNECTIVITY 

Gentex is a leader in connected car and has big plans 

to expand its capabilities. The core of Gentex’s 

connected car technologies is HomeLink Connect® 

and ITM®. Gentex has plans of expanding ITM® to 

make it the basis for future in-vehicle payment for 

everything from gas and fast food to coffee, parking 

spaces, and more. We have seen Gentex start down 

this road by partnering with PayByCar which is 

prototyping the use of ITM® to detect when a car 

pulls into a gas station and provide a touch-free 

payment via text. We have also seen Gentex start to 

expand HomeLink Connect® by integrating 

Simplenight onto the app. Simplenight provides 

drivers with Mobile "e-concierge" services and 

allows drivers to book hotels, events, dinner reservations and more. We can expect more from Gentex in coming years to expand 

its connected car offerings and we see this both as a huge opportunity on its own and providing consumer demand for its rearview 

mirrors which is integrated into this ecosystem. 

VISION SYSTEMS 

Gentex has an array of vision system technology that can be 

integrated into the FDM. This includes camera monitoring 

systems and integrated digital recording systems. Gentex has 

developed an APP, ReVu which allows drivers to easily save and 

rearview recordings made from the camera monitoring systems on 

their vehicles. The fact that this technology is all integrated is a 

huge competitive advantage to aftermarket DVRs and camera 

monitoring systems that require installation and additional clutter 

on the windscreen. The digital vision systems are generally quite 

expensive and are typically only find in high-end vehicles. We 

could see price come down as the technology gets better and see a 

wider adoption. However we think that currently the vision 

systems do a good job of increasing the demand and use cases 

for the FDM which is a high margin product.  

 

       

Figure 29 - Gentex exterior 

vision systems 

Figure 26 - aerospace 

biometrics applications 

Figure 27 - Connected Car partnerships 

Figure 30 - Gentex's integrated DVR 

Figure 28 - Typical aftermarket DVR 

Figure 31 - Exterior Gentex camera 
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MANAGEMENT 

 

This management team has developed themselves from a young age under Gentex’s founder Fred Bauer. Mr Bauer who from 

founded the company in 1974 and grew the business to a $6billion market cap company when he retired in 2018. A founding 

principal of the company was to have innovation at the core of its DNA and for employees to have an ownership-mentality. We 

think that the innovative and owner-mentality culture that Mr Bauer instilled in Gentex is still very much alive and growing today. 

Furthermore, we think that this special culture is a massive competitive advantage that takes decades to build and is very hard to 

replicate. The fact that so many employees are spending their whole careers at Gentex and being able to work their way up the 

business to CEO, shows that this is a really special culture and that the management team has a lot of depth and expertise. This 

workplace culture is all the more important in the current tight labour market where employees are choosing to work for companies 

with strong cultures and employers who respect them. However, a risk that comes with having a group of managers who have all 

worked together for so long is the management team turning into an insular “club”.   

CULTURE 

To understand Gentex it is critical to understand its culture. From its very founding entrepreneurship, innovation and winning with 

owner-mind-set employees has been at the heart of the company. Since the very early days of the business, almost all employees 

have been included in profit-sharing bonuses and stock based compensation. A key driver of Gentex’s growth has been its owner-

mind-set employees who win as the company wins. We believe this has been 

one of the key reasons why the company has and will continue to evolve, 

innovate and create long-term shareholder wealth.  

We think this passage from the 1998 Annual report summarises the culture at 

Gentex 

“Gentex’s ultimate goal is to make employees feel like entrepreneurs, 

empowered to be innovative, take risks, and show initiative while still working 

within the framework of an established organization.” 

However, going through websites like Glassdoor we have come across 

evidence that Gentex’s culture might be at risk and there were complaints about 

low pay. Insights from services like Glassdoor always have to be taken with a 

pinch of salt. Moreover, we can imagine that the unique culture is not for 

everyone and for those who do not have that owner-mind-set maybe Gentex 

isn’t the place for them. 

 

 

Name Age Position Held Current position 

held since 

Joined Gentex in 

Steve Downing 44 President and Chief Executive officer 2018 2002 

Neil Boehm 50 Chief Technology Officer and Vice 

President  

2018 2001 

Kevin Nash 47 Vice President, Finance, Chief Financial 

Officer and Treasurer 

2018 1999 

Matthew Chiodo 57 Chief Sales officer and Senior Vice 
President, Sales 

2022 2001 

Scott Ryan 41 Vice President, General Counsel and 

Corporate Secretary 

2018 2010 

Figure 32 - Gentex Glassdoor rearview 
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RISKS 

Gentex faces many risks to its core rearview mirror business as new technologies are continuously being developed. With the 

development of electric vehicles we have seen an influx of new OEMs into the market who might introduce new alternatives to 

rearview mirrors or choose not to use Gentex as their supplier. Moreover, as autonomous vehicles get developed you could argue 

that a full autonomous vehicle has no need for a rearview mirror. However we think that Gentex’s rearview mirror business will 

continue to grow and does not face being made obsolete in the near future.  

CAMERA MONITORING SYSTEMS 

We have seen some OEMs come up with concept vehicles without 

wing mirrors. However these have generally not been allowed under 

the highway authorities. In 2019 for the first time Audi was granted 

a two-year exemption to sell up 5000 vehicles with camera 

monitoring systems instead of outside mirrors. We do not foresee 

wide adoption of camera monitoring systems as you still need the 

same wing mirror structure and also doesn’t eliminate the need for 

that structure in indicating. Secondly camera monitoring systems 

can be installed behind the mirror, we don’t see why getting rid of 

the mirror is necessary as it is cheap compared to the camera 

monitoring system and with the mirrors there you have a backup in 

case there is a problem with the camera monitoring system. We think 

cars with camera monitoring systems will continue to be sold with 

mirrors for regulation reasons and because the mirrors provide a 

backup. It is not an either or situation we think they are very much 

compatible. Finally Gentex has already developed its mirrorless 

rearview camera monitoring system to give that to the OEMs if that 

is what they want and the regulatory bodies agree to it.   

 

AUTONOMOUS VEHICLES 

It could be argued that fully autonomous vehicles would eliminates 

the need for rearview mirrors. Firstly we think that the development 

of fully autonomous vehicles is still quite far away given the chaotic 

nature of the world. Secondly, we think that people will still want to 

on occasion drive their car so the car will need rearview mirrors for it 

to be operated by the driver. Furthermore, as previously stated we 

think Gentex is well positioned for autonomous vehicles and we see it 

as an opportunity not a risk. Finally if you look at figure 35m you will 

see the amount of cameras an autonomous vehicle needs this includes 

cameras at the rearview mirror locations and in-cabin monitoring all 

of which should be right in Gentex’s wheelhouse.   

CHINA 

China continues to be a massive growth engine for automotive production. Along with that we 

have seen many new car companies started in China, many of which focus on electric vehicles. 

China is an extremely insular country and we could for see Chinese car manufacturers seeking 

out Chinese auto-suppliers. Some companies in China have been trying to develop auto-dimming 

technology and could pose a threat to Gentex in the future. Finally any escalation in the trade-

war between the USA and China could negatively impact Gentex and reduce its price 

competitiveness. Finally Gentex does have factories and offices in China that are subject to the 

stringent zero-Covid policy that has impacted production and might do so again in the future.  

Figure 33 - Lexus Mirrorless 

rearview camera monitoring 

system 

Figure 34 - Audi Mirrorless 

rearview camera monitoring 

system 

Figure 35 - Gentex's Mirrorless rearview camera monitoring 

system 

Figure 36 - Autonomous vehicle 

Figure 37 - Light vehicle production share 
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VALUATION 

The way we have approached valuating Gentex 

is to value the core business and not any of the 

emerging technologies we do not feel 

comfortable putting a value on that. Our general 

conclusions are that the core business of Gentex 

is fairly valued and the emerging technologies 

provide lots of “free options” embedded into the 

price.  

We feel that we have been conservative 

throughout, including on the tax rate, we assume 

that Gentex pays the US corporate tax rate of 

21%, however historically they have paid 

substantially less, in 2021 they paid 13.3% tax 

rate. In all of our scenarios SG&A come back to 

the long term average of 10% of revenues.   

The discount rate of 10% is used in all of our 

discounted cashflows to provide comparable free 

cashflows and then we typically look for the 

share price target to offer a 50% margin of safety. 

We have used a free cash multiple as we think 

this is suitable for this type of mature business 

that is throwing off a lot of cash. In this 

commentary we have provided an EBITDA 

multiple for comparison but we don’t find it very 

instructive.  

In our bear case we assume that there is no 

rebound in the production of light vehicles from 

the low levels caused by Covid and supply chain 

disruptions. We also assume that gross margins 

stay depressed never reaching the upper end of its 

long term range. We think that a terminal value 

of 15x free cash flow multiple is a very 

conservative number considering that the 

business currently trades at a 34x free cash flow 

multiple. For those that prefer an EBITDA 

multiple the 15x free cash flow multiple 

translates in about a 9x EBITDA multiple again 

very conservative for such a fantastic business.  

In our base case we assume that there is a rebound 

in light vehicle production in 2023 and some 

sustained bounce in 2024 but after that growth 

goes back to trend. We assume that gross margins 

eventually make it up to the upper end of the long 

term range however does not make it passed 40% 

which we believe it could with further adoption 

of the FDM. Again we think a 16x free cash flow 

multiple (again about a 9x EBITDA multiple) is 

conservative and just below the long run average 

for the business.  
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Finally in our bull case we have sustained above 

trend growth in light vehicle production as 

OEMs try to make up for lost production and 

current low auto inventories. We assume that 

gross margins get to 40% but not above. Again 

we could foresee gross margins above 40% if 

there is higher demand for the FDM. We don’t 

give a crazy terminal multiple but merely an 

above average on of 18x free cash flow (about a 

11x EBITDA multiple).  

Gentex has a fantastic debt free balance sheet 

that is asset light. Historically Gentex has 

managed to earn returns on capital above 20% 

and returns on equity in the 15% - 20% range.  

Finally Gentex has a long history of returning 

cash to shareholders via dividends and share 

repurchases and is starting to substantially eat 

into the outstanding shares.  

 

 

 

 

 

 

 

 

CONCLUSION 

In our opinion Gentex is a fantastic business that has a unique culture where management and employees have an owner-mind-set. 

Gentex has an incredible track record of innovation and we think that will continue with the entrepreneurial culture still going strong. 

We like Gentex’s core business we think that it has high barriers to entry and defendable lead in technology. Moreover, Gentex is 

currently throwing a lot of new technologies many with huge opportunities that we think shareholders aren’t paying for. We think 

that many analysts looking at Gentex see it as a boring single product auto supplier without seeing all of the innovation that has and 

continues to go on in the background. This is not a deep value opportunity and for many value investors it might not offer enough 

of a margin of safety. However, for those willing to pay up for quality we think this is a quality business.  

White Loch Capital Management is a fictitious fund used for educational purposes only 

 Thanks for reading 

Email: whitelochcapitalmanagement@gmail.com 
Twitter: @WhiteLochCM 

Disclaimer: Do not interpret anything above as financial advice. This article has been prepared for informational & educational purposes only. The writing contains 

certain forward-looking statements and opinions which are based on the Author’s analysis of publicly available information believed to be accurate and reliable. While the 

Author believes that such forward-looking statements and opinions are reasonable, they are subject to unknown risks, uncertainties and other factors that could cause actual 

results to differ materially from those projected. As of the date the Report is published, the Author may or may not hold a position in the security mentioned. Nothing in this 

Report constitutes investment advice. Readers should conduct 

their own due diligence and research and make their own 

investment decisions. This is NOT a buy or sell recommendation.  

Figure 38 - Shareholder return 
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