
Hasik Analytic LLC

Just how much money is Oshkosh losing on the FMTV 
contract? And should the customer care?
As some—though not I—predicted back in 2009, Oshkosh is indeed today losing money on its 
contract to supply the US Army with FMTV-type trucks. We use some basic financial statement 
analysis to estimate just how much, and conclude that itʼs a significant sum, but not enough to 
sink the company. Thus, we maintain our assertion that the Army should not be concerned 
about the viability of this contractor.
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THE BACKGROUND

Oshkosh Corporation had a pretty rough day when it announced its quarterly earnings last 
week: the price of a share promptly dropped about 15 percent, more than wiping out the bump 
that the stock had gotten from Carl Icahnʼs announcement some time back that he was buying 
in. Carlʼs attention is usually not an indication that all is well, so thereʼs all the more cause for 
concern. Particularly troubling was CEO Charlie Szewsʼ admission that Oshkosh was losing 
money on its big contract with the US Army for trucks of the Family of Medium Tactical Vehicles 
(FMTV).

I must note that this much had been predicted by folks at BAE Systems and Navistar, the losing 
bidders, and by a few of their paid professional mouthpieces. Indeed, at least BAE had claimed 
that Oshkosh could lose so much money on the contract that this failure could endanger the 
entire company, leaving the government to pick up the pieces. Iʼm interested in this issue if only 
for reputation. Back in 2009, I discounted this possibility after some serious analysis; just in July, 
I commented that “even if [Oshkosh] were losing money on the deal, weʼd still be a long way 
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from predicting the financial distress that would get the Army to care.” Almost two years ago, the 
GAO did reject that argument as a basis for BAE and Navistarʼs failing protest of the award, but 
itʼs worth my revisiting the question, and of course honestly. Just how much is Oshkosh losing 
on the FMTV contract, and could that actually sink the place?

THE FINANCIAL ANALYSIS

Conveniently, Oshkosh is a publicly-traded company (NYSE:OSK), so a little financial statement 
analysis gets us some potential answers. If we separate out Oshkosh Defense as the entity of 
interest, we note that operating margins were holding pretty steady over the past two years, 
even as revenues have been declining, until just the last two quarters:

Table 1—Oshkosh’s reported financials
Fiscal quarter 1Q 2010 2Q 2010 3Q 2010 4Q 2010 1Q 2011 2Q 2011 3Q 2011

Sales ($ MM) 1878 2270 1701 1330 1110 972 1107

Op. Inc. ($MM) 340 453 304 224 218 142 112

Op. Margin 18% 20% 18% 17% 20% 15% 10%

Note that these figures are approximate, and that there is some rounding error. What we want to 
know is why the margin has been dropping. Well, in this time, the M-ATV program has been 
notably decreasing in volume while the FMTV program has been notably increasing. Oshkosh 
hasnʼt released figures for just how much revenue itʼs earning from the FMTV just yet, but it has 
been telling us all along about how well it has been doing with the M-ATV. So, if we add those 
publicly reported figures, we can divide the business into two parts: M-ATV and all else:

Table 2—Oshkosh’s reported financials, including Oshkosh’s break-out for M-ATV revenues
Fiscal quarter 1Q 2010 2Q 2010 3Q 2010 4Q 2010 1Q 2011 2Q 2011 3Q 2011

Sales ($ MM) 1878 2270 1701 1330 1110 972 1107

M-ATV 1109 1629 1079 671 519 249 195

All Else 769 641 620 659 591 724 912

Just whatʼs in the All Else is important. We can estimate the revenues from FMTV trucks and 
trailers if we know the price of each that Oshkosh offered under its fixed price contract, and the 
number of each that Oshkosh has built in each quarter. In the announcement of the overall 
contract award, we only have top-line figures for total dollars, total trucks, and total trailers over 
time. Thatʼs not quite enough, for but we also have some details about some particular delivery 
orders that will help. Taking just one of those with the overall contract announcement, we have

Total contract (W56HZV-09-D-0159): 12,415 trucks and 10.926 trailers for $3,023 million
19 November 2010 order: 4,183 trucks and 590 trailers for $280.9 million

If weʼre looking for the price of a truck and the price of a trailer, and we can assume a constant 
price for both—or at least constant relative prices—then we have a system of two equations and 
two unknowns. Solving for those gives us roughly
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$181K per truck
$71K per trailer

We can check these figures against those of the very first order on the contract—the separate 
numbers of $410.1 million for 2,230 trucks and 404 trailers. The sums foot almost exactly, so our 
estimates donʼt just seem vaguely reasonable, theyʼre probably quite accurate. 

We might then move onto quantities. The first issue is the ratio of trucks to trailers, which 
repeatedly differs in the orders above. The overall contract calls for about 88 trailers for every 
100 trucks, while the early orders request far fewer. Thus, we canʼt be certain about the product 
mix in that time, as Oshkosh has had more than one order, and is interested in getting ahead on 
the work, But Charlie was proud to note that Oshkosh had raised its production rate by the end 
of the third quarter to 20 trucks and 10 trailers daily, so we might use that 2:1 ratio as a guide.

That 20-and-10 total gets us closer on the second issue: the overall number of trucks and 
trailers cranked out so far. The first delivery of an FMTV truck was in January 2011 
(appropriately, to the Wisconsin National Guard), so deliveries have only spanned the last two 
quarters (Oshkoshʼs fiscal 2Q and 3Q 2011). That neatly corresponds to the relative surge in 
other-than-M-ATV revenues (“All Else”) in table 2 above, and that sharp decline in margins. One 
could say that something strange is afoot at the Winnebago County Circle K, except that we 
pretty much now get whatʼs going on.

Since the total contract only calls for 12,415 trucks over five years, or about seven trucks per 
day, we can also pretty much assume that Oshkosh has hit its maximum production rate, and 
that Charlie has the guys working ahead in hopes of getting plus-up work for spare capacity to 
help restore a battered Army truck fleet. This suggests that heʼs losing money on the contract, 
but not on every truck—that is, increasing volumes wonʼt exacerbate the problem, like some 
Internet company giving away free pizza. Iʼll get back to this below, as itʼs quite important.

Even in the short run, then, this must be the maximum rate, because the big aforementioned 
order of last November was supposed to take just 12 months to deliver, and that rate works out 
to fewer than 12 trucks per day. The simple estimate would posit a straight-line increase from 
zero to ten trucks daily in the first quarter of the fiscal year, and ten to twenty trucks in the 
second quarter. The areas under those triangles then give us

(0.5 * (10 trucks/day)) * 90 days → 450 trucks and 225 trailers in fiscal Q2 2011
(10 trucks/day + (0.5 * (20 trucks/day – 10 trucks/day))) * 90 days → 1350 trucks and 725 
trailers in fiscal Q3 2011

At the estimated prices above, that gives us roughly $97 million in FMTV revenues in Q2 and 
$296 million in Q3. I must note that those are rough figures, but the resulting estimate in table 3 
below again seems reasonable. I assert reasonableness because, in this model, the sum of the 
revenues from everything else that Oshkosh Defense does—rebuilding trucks for the US Army 
and the USMC; building new trucks for the Army, the USMC and overseas customers; selling 
spare parts to the DLA; etc.—stays within the rough pattern of the preceding five quarters. 
There havenʼt been any big surprises there, so roughly constant numbers should be expected.

Defense-Industrial Research Memorandum 2011-02	 Hasik Analytic LLC

page 3 of 5 31 July 2011



Table 3—Oshkosh’s reported financials, including Oshkosh’s break-out for M-ATV revenues and 
estimates for FMTV revenues
Fiscal quarter 1Q 2010 2Q 2010 3Q 2010 4Q 2010 1Q 2011 2Q 2011 3Q 2011

Sales ($ MM) 1878 2270 1701 1330 1110 972 1107

M-ATV 1109 1629 1079 671 519 249 195

FMTV — — — — — 97 295

Other 769 641 620 659 591 626 617

Finally, if weʼre looking for the margins on FMTV work, and we know the overall margins, then 
we should isolate the FMTV numbers against all the rest, as in table 4 below:

Table 4—Oshkosh’s reported financials, with an estimates of FMTV revenues
Fiscal quarter 1Q 2010 2Q 2010 3Q 2010 4Q 2010 1Q 2011 2Q 2011 3Q 2011

Sales ($ MM) 1878 2270 1701 1330 1110 972 1107

FMTV — — — — — 97 295

Non-FMTV 1878 2270 1701 1330 1110 875 812

If we can then assume that Oshkoshʼs margins on all other work, irrespective of the product mix, 
have been roughly constant over time, then we can estimate the FMTV margins as well. Thatʼs 
a significant assumptions, but maybe not outlandish. Regarding the non-FMTV work, even as 
volumes with other customers rose and fell, and the huge wave of M-ATV purchases came and 
went, Oshkoshʼs margins until the last two quarters stayed pretty much the same—between 17 
and 20 percent. Moreover, it seems plausible that Oshkosh may only have deviated from 
financial discipline in that last big bid; itʼs said to be a pretty conservative company. So, if we 
take 19 percent as the weighted average margin over time, and apply that to the non-FMTV 
activities in 2Q and 3Q of 2011, we get more equations:

($875 MM * 19%) + ($97 MM * Q2-margin) = $972 MM * 15%
($812 MM * 19%) + ($295 MM * Q3-margin) = $1107 MM * 10%

And those relationships give us estimates of

–21% as the FMTV margin in Q2 2011
–15% as the FMVT margin in Q3 2011

Thatʼs definitely losing money, and some vindication for BAEʼs disbelief. If I were feeling 
generous, Iʼd say that things were getting better. But in light of these figures, itʼs easy to 
understand the plunge in the stock price. Some unsystematic sensitivity analysis suggests that 
the situation probably isnʼt peachy: with some slightly different assumptions, I got margins of –
10% and –6%.1 As the FMTV contract will account for at least $150 million of Oshkosh 
Defenseʼs business over the next five years, taking losses canʼt be shrugged off. That probably 
explains the staffing changes the other month, and Carl Icahnʼs sudden attention. Something 
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needs to get fixed, and as Charlie Szews has taken personal control at Defense, the problem 
has clearly been recognized. And indeed, if the overall margin is improving with increasing 
volume, then theyʼre not losing money on every truck. Itʼs not as though the value of the bill of 
material exceeds the sale price. Thereʼs a positive contribution margin, so thereʼs hope that 
things might work out.

THE VIEW FOR POLICY

But that gets us to the question with which I grappled in 2009: if things donʼt work out, is this 
enough to send Oshkosh into Chapter 11, and to send the Army scrambling to finance ongoing 
production? Back then, I concluded that it wasnʼt, but did so on ex ante evidence such as 
movements in the share price. Today, we have the beginnings of ex post measures—actual, if 
inferred, performance on the contract. Losing 15 percent on a $295 million gig means that 
youʼre spending $347 million to get that 295; in short, thatʼs a $52 million quarterly loss. Yet 
quite apart from the commercial business, Defense is still grossing about a billion dollars 
quarterly, and the bonanza of the M-ATV work is almost at an end. So that bid on the FMTV 
contract, which now seems to have been hazardous, should still not prove fatal. Oshkosh may 
yet turn it around, but even if it doesnʼt, only Oshkoshʼs shareholders will suffer. And thatʼs 
nothing that the Army should yet get worked up about.
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