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Goodyear 101 

Goodyear Tire (GT) is one of the world’s largest and oldest tire manufacturers. 
Goodyear designs, produces, and sells tires for passenger vehicles, light trucks, and 
commercial fleets, operating through a global network of factories, distributors, and 
branded retail stores that give it a direct link to consumers. Its business is deeply 
industrial yet brand-driven, built on scale, manufacturing efficiency, and product 
reliability, but also on the legacy of trust the company has cultivated over more than 
a century. In 2024, the company reported about 166.6 million tire units sold, 
generating around $18.9 billion in revenue. 

 

Goodyear’s core business revolves around two main markets: the replacement tire 
market and the original equipment (OEM) market. The replacement segment, which 
makes up the majority of its revenue, depends on everyday wear and tear and thus 
ties Goodyear’s fortunes to how much people drive, how busy roads and fleets are, 
and how much confidence consumers have in maintaining their vehicles. The OEM 
business, by contrast, serves automakers directly, supplying companies like Ford, 
GM, and Toyota with tires for new vehicles. It’s a thinner-margin, high-volume 
business, but one that seeds future demand, as cars sold with Goodyear tires often 
lead to repeat purchases when replacements are needed. Together, these two 
markets define a business model built on scale, reputation, and recurrence. 

Goodyear has around 53 plants across 20 countries and more than 800 retail and 
service centers under its banner. Goodyear reports in three regions: the Americas, 
which generate close to 60% of total revenue and remain its most profitable 



segment; Europe, the Middle East and Africa, roughly 30%; and Asia-Pacific, a 
smaller share today but the key long-term growth market as China, India, and 
Southeast Asia expand vehicle production and EV adoption. 

 

The competitive landscape is dominated by five giants that together control more 
than two-thirds of the market: Michelin, Bridgestone, Goodyear, Continental, and 
Pirelli.  

What keeps Goodyear competitive is its distribution and brand. The company owns 
one of the largest vertically integrated tire networks in the United States through 
Goodyear Auto Service and JustTires, while also running a vast commercial fleet and 
retreading business that gives it recurring, service-based revenue streams.  

That control over distribution, the ability to sell directly to consumers, fleets, and 
service partners, creates a small but meaningful moat. It provides insulation against 
pure price competition and a channel to move inventory and protect margins even 
when the OEM  

Godyear’s relationships with automakers form one of its most important, though 
often overlooked, competitive advantages. The company supplies original equipment 
tires to nearly every major car manufacturer, meaning its products are the ones 
installed when vehicles first leave the factory. This creates a powerful moat built on 
consumer inertia: once a car is designed, tested, and certified with a specific 
Goodyear tire, changing that specification becomes costly and risky for both the 
automaker and the end user. When that car eventually needs replacements, owners 
tend to stick with the same brand and model. That built-in loyalty quietly feeds 



Goodyear’s far more profitable replacement market, turning each original tire sale 
into a recurring revenue stream that can last for a decade or more.  

In effect, Goodyear leverages its engineering partnerships with automakers to lock in 
a future customer base of millions of vehicle owners, giving it a structural edge in a 
highly commoditized industry where repeat business is otherwise hard to guarantee. 

So, Goodyear’s story in the tire market is that of an incumbent fighting to reassert its 
relevance. It’s a century-old brand in a commoditized industry, balancing the stability 
of its replacement network with the cyclicality of the OEM market, leveraging a 
strong distribution system and a trusted name to survive in a field where competition 
is harsh. 

Industry and Macro 

The tire industry is one of those markets that quietly sits at the center of the global 
economy, rarely talked about, but absolutely essential for everything that moves. It’s 
an old, cyclical, capital-intensive business, one where competition is fierce, margins 
are tight, and scale and efficiency matter more than glamour. The global tire market 
today is worth somewhere around $270 billion, and it’s expected to grow roughly 
4–5% per year, in line with global auto production and tire replacement rates.  

 

Within that, the OEM market, meaning the tires that go directly to automakers for 
new vehicles, is a smaller but important piece, being worth around $75 to $90 billion 
in annual sales. It rises and falls with the number of cars being built.  



The replacement market, on the other hand, is much steadier, and in many ways 
healthier: it makes up about three-quarters of all tire sales and depends not on car 
production but on how long people keep their cars on the road, and, gladly, this 
number has been growing in the US. 

The auto market has gone through a difficult few years, weighed down by high 
interest rates, inflation, and the lingering effects of supply shortages that kept 
consumers from replacing their cars as frequently as they used to. But for Goodyear, 
that same slowdown has quietly created one of the strongest tailwinds the company 
could ask for.  

The average age of a car on the road in the U.S. has now climbed to roughly 12 
years, an all-time high, which means older cars are staying in service longer, and 
every additional year on the road means more miles driven, more wear, and 
ultimately more tire replacements at higher margins for the company. That dynamic 
supports Goodyear’s largest and most profitable business segment, the replacement 
market, which makes up about three-quarters of global tire demand. In other words, 
while automakers have struggled with slower new car sales, Goodyear has been 
quietly benefiting from the aging fleet that keeps its service centers and distribution 
network busy. 

 



 

Looking forward, however, there’s reason to believe that OEM demand will also 
rebound, creating a two-sided recovery for Goodyear, both in the low margin, 
consumer loyalty and stickiness side (OEM) and in the high margin, tire replacement 
sphere. 

Inflation has been cooling for several quarters, and pressure from President Trump’s 
administration to stimulate growth combined with interest-rate cuts make that even 
closer to a reality. When that happens, the cost of car financing will fall, making new 
vehicles more affordable and reviving OEM tire orders as automakers ramp up 
production.  

On top of that, the “One Big Beautiful Bill” Act has introduced a consumer incentive 
that allows taxpayers to deduct up to $10,000 in car loan interest if the car is new, 
made in America, and not a resale. That fiscal tailwind could add another boost to 
new car demand, particularly for U.S. manufacturers. 

 

Research houses and industry forecasters already anticipate a moderate recovery in 
auto sales, but even their expectations may be too conservative. For example, 
Morningstar sees U.S. light-vehicle sales returning to the 16–16.5 million unit range, 
above the 15 million level assumed by many industry players in their base cases. 
Similarly, S&P Global expects global vehicle demand to outpace most internal 
forecasts by several million units. If those numbers prove accurate, Goodyear stands 
to benefit from both ends of the auto cycle, OEM volumes rising with new car 



production, and replacement demand staying elevated as the record-old car fleet 
continues to wear through its tires. 

 

For a business whose profitability depends on utilization, mileage, and consumer 
stickiness, few macro environments are more aligned with Goodyear’s long-term 
advantage than one where production will ramp up and increase long term stickiness 
but long term tailwinds increase lifetime of cars and tire expenditure.  

Why is the market so pessimistic? 

Goodyear’s performance over the long and short term horizon has not been great. 
The stock has not yielded positive returns for someone who bought it in 2020 nor in 
the last 12 months, returning -15% and 12% for the last year and last 5 years, 
respectively. 

The question is: Why is there so much pessimism? 

 

 



 

There are a few major concerns: 

 

One of the most pressing clouds over Goodyear right now is its debt load, a weight 
that hangs over every conversation about the company’s future, and one that the 
market clearly sees as more than just a temporary headwind. With around $7 billion 
in total debt and EBITDA that has been weakening as volumes and margins 
compress, Goodyear’s net leverage ratio hovers near 5x, a level that leaves almost 
no room for error in a cyclical business. Interest coverage has tightened, meaning 
that even small disruptions in demand or cost inflation could tip the balance from 
manageable to problematic. The company’s asset sales, the Dunlop and 
Off-the-Road businesses among them, have bought time, but not confidence; 
investors view them as stopgaps rather than structural solutions. In the eyes of the 
market, Goodyear is a levered cyclical trying to outrun gravity, and unless the 
“Goodyear Forward” plan delivers real, sustained free cash flow and visible debt 
reduction, the stock will continue to trade as though the balance sheet itself, not 
competition or demand, is the true existential risk. 



Additionally, on the operational side, over the past few quarters, Goodyear’s margins 
have told a story of structural fragility, the kind that makes investors question 
whether this is a business temporarily out of favor or one fundamentally capped by 
its own economics. Operating margins, once hovering near 5%, have slipped closer 
to the 3% range, and the company has missed expectations on adjusted EBIT in 
multiple quarters. The core problem is twofold: raw-material inflation has eaten into 
profitability, and Goodyear hasn’t had the pricing power to fight back. The company 
is paying more for natural rubber, synthetic compounds, steel, and petrochemicals, 
cost increases that ran over $100 million per quarter in late 2024, but because the 
replacement market is so price-sensitive, it hasn’t been able to fully pass them on.  

At the same time, weaker replacement volumes have created unabsorbed fixed 
costs, with factories running below optimal utilization, turning every lost sale into a 
heavier drag on the P&L. Management keeps emphasizing that the “Goodyear 
Forward” plan will save $1.5 billion by 2026, but the market isn’t giving them credit 
yet, it’s waiting to see real evidence that those savings can outrun declining volumes 
and price competition. The Street’s consensus is cautious: analysts expect margins 
to stabilize around 4–5% by late 2025, but no one’s modeling a return to the 7–8% 
range the company hit a decade ago. The perception now is that Goodyear is 
trapped in a low-margin loop—too exposed to commodity costs, too constrained by 
competition, and too slow in proving that its turnaround plan can meaningfully lift 
profitability. 

Why the narrative is overblown 

Goodyear has already taken decisive steps to clean up its balance sheet through two 
major divestitures under the Goodyear Forward plan. The Off-the-Road (OTR) tire 
division was sold to Yokohama for $905 million in Q4 2024, followed by the Dunlop 
brand rights to Sumitomo Rubber for $701 million in Q1 2025. Together, those 
transactions brought in roughly $1.4 billion in net cash, of which about $1.2 billion 
has already been used to retire near-term debt, pay down term loans, and reduce 
borrowings under the company’s credit facilities. As a result, gross debt fell from $7.8 
billion to roughly $6.6 billion, and liquidity now stands around $4 billion, comfortably 
removing any near-term refinancing risk. Heading into 2026, Goodyear expects to 
hold $3.8–4.2 billion in total liquidity, about $1 billion in cash and another $2.8–3.0 
billion in untapped credit, enough to easily cover the ~$650 million due next year. 

The next test comes with the $2.5 billion of maturities spread between 2026 and 
2028, which management plans to tackle through a mix of free cash flow generation, 
asset monetization, and opportunistic refinancing. They’re guiding toward roughly 
$1.0–1.2 billion in cumulative free cash flow over the next two years, targeting 
another $500–700 million in proceeds from non-core real-estate and minority stakes, 
and aiming to refinance the remaining ~$1 billion due in 2027–2028 once credit 
metrics improve. In essence, Goodyear has already bought itself breathing room 
through decisive deleveraging, but the second act of the turnaround depends entirely 



on execution, on actually delivering sustained cash flow, preserving margins, and 
proving to the market that this is no longer a distressed cyclical, but a self-funding 
industrial on the mend. 

The Goodyear Forward Plan, announced in November 2023, is a sweeping 
corporate transformation designed to simplify Goodyear’s operations, strengthen its 
balance sheet, and restore profitability after years of margin compression, leverage 
buildup, and underperformance. The plan emerged as a response to weak investor 
confidence, supply chain inefficiencies, and competitive pressure from both high-end 
and low-cost tire manufacturers. In essence, Goodyear is dismantling the overly 
complex structure that came from decades of global expansion, acquisitions, and a 
fragmented manufacturing base, and is rebuilding itself into a leaner, higher-margin, 
cash-generating tire business focused primarily on North America and premium 
segments. 

At the heart 
of the plan are three broad initiatives: portfolio simplification, cost reduction, and 
balance-sheet repair. On the portfolio side, Goodyear has committed to divesting 
non-core and lower-return businesses, most notably selling its Off-the-Road (OTR) 
tire unit to Yokohama for roughly $905 million in 2024 and the Dunlop brand rights to 
Sumitomo Rubber for about $700 million in early 2025. Additional regional exits, 
particularly in Europe and Asia-Pacific, are under review. Combined, these moves 
are expected to generate between $2 and $2.5 billion in proceeds, nearly all of which 
are earmarked for debt reduction and interest-expense savings. This marks a clear 
strategic pivot away from chasing global volume toward focusing on higher-margin, 
premium, and replacement tire markets, areas that provide steadier cash flow and 
stronger brand pricing power. 



 

Operationally, Goodyear is taking several specific, tangible actions to modernize and 
simplify its production network and corporate structure. In maybe the most 
expressive example, the company is consolidating manufacturing lines in Europe 
and the Americas, including the closure of underutilized facilities in Germany and the 
modernization of itsNorth Carolina plant, which is being retooled to produce 
higher-value, large-rim tires for SUVs and EVs. Additionally, it has centralized 
procurement and logistics operations, renegotiating supplier contracts and 
streamlining raw-material sourcing to capture economies of scale and reduce 
inventory bottlenecks. In another example, Goodyear is automating and digitizing 
production and quality control, introducing AI-based predictive maintenance systems 
across several U.S. plants, an initiative expected to cut downtime and improve unit 
efficiency by 5–7%. Together, these steps form the operational backbone of the 
cost-savings plan, translating high-level strategy into measurable productivity and 
margin gains. 

 

The financial implications of this restructuring are substantial. Goodyear aims to 
capture around $1 billion in total cost savings by 2026, with about one-third coming 
from manufacturing efficiencies, another third from SG&A and corporate overhead 
cuts, and the remainder from operational simplification tied to portfolio exits. If fully 



realized, these savings could expand operating margins by 300 to 400 basis points, 
lifting EBIT margins from roughly 3% in 2023 to 7–9% by 2026, according to 
company guidance. operating cash flow. 

 

Progress thus far has been meaningful but incomplete. The OTR sale has closed, 
and the Dunlop transaction is expected to close in early 2025, indicating that the 
divestiture pipeline is well on track. Early evidence of margin recovery began 
appearing in late 2024, supported by lower SG&A and modest pricing resilience in 
North American replacement markets, although inflationary input costs and a soft 
European demand backdrop have offset some of those gains. The company has 
reduced net debt modestly but remains highly leveraged, with around $7–8 billion in 
gross debt outstanding. Importantly, Goodyear’s manufacturing footprint is still in 
transition: efficiency projects and plant consolidations are ongoing, with the bulk of 
cost savings expected to materialize through 2025 and 2026. 

 

 



In short, Goodyear Forward represents an aggressive but necessary course 
correction. The company is shrinking to strengthen—shedding weaker units to pay 
down debt, rebuilding profitability through efficiency and pricing discipline, and 
repositioning its brand toward higher-margin products. If management executes as 
planned, Goodyear could exit 2026 with a materially cleaner balance sheet, higher 
returns on capital, and sustainable free-cash-flow generation, turning what is 
currently a distressed, low-multiple cyclical into a credible turnaround story. 

In terms of input costsi, margins should also change soon. Management cited $180 
million dollars in cost increases last quarter, but this will change soon as these prices 
have stabilized and they get into new short term contracts to get more raw materials. 

Goodyear’s cost structure, which has long been at the mercy of volatile raw-material 
markets, is finally positioned to turn from a headwind into a tailwind. Nearly half of its 
cost of goods sold comes from materials, most of them tied to oil-derived chemicals, 
synthetic and natural rubber, and carbon black, meaning that any broad decline in 
feedstock prices directly lifts profitability once new contracts are signed. Over the 
past few months, these inputs have quietly softened: natural rubber has slipped from 
around $17,500 per ton in February 2025 to roughly $15,000 by June, and carbon 
black, another crucial reinforcement material, has fallen two to four percent per 
month in Asia during the second quarter. Because almost seventy percent of 
Goodyear’s raw-material spend is linked to oil and petrochemical prices, the 
company’s next round of procurement will likely come at materially lower rates than 
the ones that defined 2023 and early 2024. As existing inventories are sold down 
and new supply contracts lock in these lower costs, margins will begin to lift steadily 
through the second half of 2025. 

 



 

By then, the benefit from easing input prices will converge with a better price mix and 
structural savings from the Goodyear Forward plan — the company’s multi-year 
effort to simplify its operations, cut fixed costs, and refocus on higher-margin 
premium tires. With over a billion dollars in targeted cost reductions and a growing 
emphasis on larger-rim, higher-value products, Goodyear will finally be operating 
with both sides of its margin equation moving in the right direction: cheaper inputs 
and richer pricing. The lag between commodity markets and reported results means 
the full effect will take time to show, but as new contracts settle and product mix 
improves, the company’s profitability should begin to normalize, not through financial 
engineering or one-off gains, but through a genuine, operationally driven recovery. 

As mentioned before in the macro section of this report, the backdrop for Goodyear 
is shifting in a way that could reignite demand across both sides of its business. 
Inflation has cooled, rates are coming down, and with new fiscal incentives like the 
“One Big Beautiful Bill” Act making cars more affordable, automakers are preparing 
to ramp up production after years of constrained output. That alone should push 
OEM tire volumes higher, restoring the flow of new contracts and improving 
utilization across Goodyear’s plants. At the same time, the company’s replacement 
business remains supported by an aging car fleet and elevated driving activity, a 
steady, high-margin base that now meets a recovering OEM cycle. Together, these 
forces set up a rare two-sided recovery, where both new vehicle production and 
long-term replacement demand rise in tandem, giving Goodyear the tailwind it has 
been waiting for to drive real top-line acceleration 



Valuation:​
 

​
The first thing I want to do to value GT, as I did with OMI and MNDY recently, is to 
analyze it through a reverse DCF and have an idea of how much growth the market 
is pricing into the company for the forseeable future.  

As of today, the market is expecting  a growth of -6.60% in FCF for the next 5 years. 
Considering that the company has a strong plan for increasing margins for the next 
few years, and has actually been achieving great successes in which if not for the 
terrible cost increase in raw materials, and considering that they have an opportunity 
to benefit from a further rise in the auto market and the current replacement tire rate, 
I believe this growth is extremely pessimistic. Once the improvements in operations 
and top line start to kick in and margins improve, I expect the stock to have a 
multiple expansion too, which the market seems to overlook.  

Assuming 2% annual revenue growth over the next five years is in line with what the 
auto market is expected to grow and the tire market is expected to expand too. As I 
did in my analysis of CPS, I expect the volume of cars to be produced in the US to 
increase at least back to pre-2021 levels when interest rates drop and the fiscal 
stimulus of the OBBBA kicks in, especially given the average age of a car on the 
streets today. This revenue growth can and probably will be higher than 2%, 
especially considering this market demand for auto products (both from OEMs and 
increased need for replacement tires given the old age of a car on the street) and 
GT’s work of increasing the price mix of their products as part of the Goodyear 
Forward program, but for the sake of being conservative, I’ll keep 2% growth just like 
I did with CPS. 



As of the most recent reports (adjusted), GT has an EBIT margin of around 4.9%, 
which is well below their peers, which tend to generate low double digit or high single 
digit margins, and below Goodyear’s historical average of around 7%. As explained 
before, I believe that the drop in some of their most important raw materials (in 
special rubber and carbon black) over the last few months combined with the 
monumental cost savings coming from the Goodyear Forward plan will allow the 
company to enjoy higher margins soon, reverting back to their historical mean or 
even surpasing that considering a lighter business model and better product mix 
from Goodyear Forward.  

 

That being said, I expect their margins to increase at around 0.7% per year for the 
next 5 years, which would be in line with a ~$175 million per year increase in EBIT 
coming from the Goodyear forward program, significant less than the $400-$750 
million projected by the management team for 2025 and in line with what they’ve 
been able to do sustainably. As the management hasn’t given precise guidance on 
the future of the program, I prefer to shoot for a more consrvative number and, given 
that the valuation makes sense for that, analyze it further as I have more information. 

In terms of valuation, it is reasonable to expect Goodyear to trade at around 8x EBIT 
within five years, reflecting both a return to normalized industry multiples and a 
broader re-rating as the company’s balance sheet and risk profile improve. 
Historically, Goodyear has traded between 7x and 9x EBIT during periods of stable 
earnings and a healthier balance sheet, while peers such as Michelin and 
Bridgestone command 10–12x EBIT thanks to higher margins, lower leverage, and 
stronger product mix. As the company executes its Goodyear Forward plan 
combined with debt reduction, lower input costs, and a normalized auto cycle, this 
margin expansion should allow Goodyear to shed its distressed-industrial discount 
and trade more in line with its historical averages and long-term intrinsic earning 
power. 



 

 

All these assumptions lead me to believe that GT offers a great risk-return profile 
and will likely outperform the market over the next months. I expect a CAGR of 
around 22% for the stock over the next few years. However, my degree of 
confidence in the thesis isn’t yet 100%. If the risks prove to be real, if the Goodyear 
Forward plan isn’t executed as management predicts or if their divestiture proceeds 
are not enough to reduce debt significantly or if input costs rise again, I will have to 
revisit my thesis 

I will continue to add to this position in my portfolio and leave it at around 8-10%. 
Once their earnings report comes out in a few days, which I certainly hope will drive 
the stock forward, I will have better insight into these risks and be able to re-evaluate 
a higher position or cut down on my bets.  

 

 



 

 


