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Total Debt $19375 mill.

CAPITAL STRUCTURE as of 8/2/15

$16318 mill. LT Interest $980 mill.

(Total interest coverage: 12.9x. LT int earned:

(65% of C

Pfd Stock None

n Stock 1,284,103,307 shs.

as of 8/18/15
MARKET CAP: $149 billion (Large Cap)

Duein 5 Yrs $4391 mill.

ap’l)

Leases, Uncapitalized Annual rentals $895 mill.
No Defined Benefit Pension Plan
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18.5% | 17.4% | 14.1% | 8.2% | 6.6% | 9.5% | 12.6% | 16.5%
15% | 24% | 41% | 51% | 54% | 47% | 42% | 3%

25.1% | 38.7% | 43.5% | 55.5% |Retained to Com Eq 44.0%
42% | 41% | 45% | 41% |All Div'ds to Net Prof 43%

BUSINESS: The Home Depot, Inc. operates a chain of 2,270 retail
building supply/home improvement “warehouse” stores across the
U.S. and in Canada and Mexico (as of 8/2/15). Acquired Hughes
Supply in 1/06. Average store size: 104,000 sq. ft. indoor plus
24,000 sq. ft. garden center. Items stocked: about 35,000. Product
lines include building materials, lumber, floor/wall coverings; plumb-

ing, heating, and electrical; paint & furniture; seasonal and specialty
items; hardware & tools. Has about 365,000 employees. Off. & dir.
own less than 1.0% of common; Capital World Investors, 7.8%
(4/15 Proxy). CEO & President: Craig Menear. Incorporated: DE.
Address: 2455 Paces Ferry Road N.W., Atlanta, Georgia 30339.
Telephone: 770-433-8211. Internet: www.homedepot.com.
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Home Depot stock rose to an all-time
high on the heels of upbeat fiscal
second-quarter (ended August 2nd)
results and increased guidance. The
July-period was buoyed by the ongoing
recovery in the U.S. housing market, and
sales climbed 4.3% from a year earlier, a
bit ahead of our call. The gain would have
been stronger were it not for the strength
of the U.S. dollar, which stole about $365
million from the top line. Comparable-
store sales rose 4.2%, while stores in the
United States posted a 5.7% comp gain. In
terms of profitability, the gross margin ex-
panded six basis points from a year ear-
lier, while total operating expenses as a
percentage of sales declined 15 basis
points. A $92 million pretax expense re-
lated to the company’s 2014 data breach
sapped $0.05 a share from the bottom line,
and GAAP earnings were $1.73 a share
(including a $0.07 gain from the sale of the
retailer’'s remaining equity stake in HD
Supply). Excluding this gain, but including
the breach-related charge, the bottom line
rose 9% from a year earlier, to $1.66 a
share (we had looked for $1.68).

Strong top- and bottom-line gains are

likely to persist through the second
half of 2015. This is despite headwinds
from unfavorable foreign currency move-
ments and the possibility of additional
breach-related expenses. Indeed, there are
a number of things that should work in
The Home Depot's favor, most notably
housing. While GDP growth will likely be
modest, housing ought to remain suppor-
tive due to favorable trends in home-price
appreciation and household turnover and
formation. Meantime, the company’s
recent acquisition of Interline Brands, a
national distributor of maintenance,
repair, and operations products, for $1.625
billion, should be accretive.

Adding it all up, management now
looks for comps to climb 4.1%-4.9% for
the whole of 2015, up from prior guid-
ance of a 4.0%-4.6% gain. Meantime,
sales growth should total 5.2%-6.0%, above
the earlier call of 4.2%-4.8%. For our part,
we now think the retailer will earn $5.25 a
share on sales of $87.7 billion this fiscal
year. Despite its recent price gains, we
continue to like this timely stock, espe-
cially for conservative accounts.

Matthew Spencer, CFA September 25, 2015

(A) Fiscal year ends Sunday closest to January | ($0.09); 10, ($0.02); '12, ($0.10); '14, $0.15;

31st of the following year.
(B) Diluted earnings. Excludes nonrecurring
gains/(losses): '07, ($0.10); '08, ($0.44); 09,

'15, $0.12. Totals may not sum due to round-
ing. Next earnings report due November 17th.
(C) Dividends historically paid in March, June,
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($0.93/share).

Sept., and Dec. = Div'd reinvest. plan avail.
(D) In millions, adjusted for stock splits.
(E) Includes intangibles. At 2/2/14: $1,289 mill.
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