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Company Overview: 
Founded in 1946, Lowe's Companies (LOW) is a leading home improvement retailer with over 1,700 stores in the US. The 
company is focusing investments on Pro-focused initiatives, technology, and omnichannel capabilities, in addition to 
improving its retail store productivity. 
 

 
 
Recent Highlights:  
While the five pillars of LOW's "Total Home Strategy" are unchanged, the company is leveraging its modernized enterprise 
tech stack to build on recent momentum and drive continued market share gains (targeting 100-200bps annually). Pro 
remains the biggest unlock, with assortment (private brand expansion within DIY-centric categories like decor), localization 
(product and pricing), omni-channel (visualizer capabilities to enhance user experience, faster fulfillment), and installation 
services other key levers. 
 
Bull Case: 

• Taking Share from the “Pros” - LOW's improved Pro product/service offering has driven a ~600bps increase in 
sales penetration (to ~25%) since FY19. Looking ahead, LOW is reinvesting less productive inventory dollars into 
Pro "Never Out" SKUs while also leaning into loyalty (MVPs program) and technology (CRM, dedicated MVPs 
online experience) to expand wallet share. Further, LOW is focused on capturing more planned purchases by 
expanding same-day/next-day jobsite delivery capabilities. While this requires some additional Pro- dedicated 
FCs, LOW is leveraging its existing assets (including flatbed DCs) and the gig economy, so a fairly capital-light Pro 
fulfillment network. All told, LOW continues to target Pro growth at ~2x the market and sees a path to ~30% sales 
penetration. 

• Increasing Return on Invested Capital (“ROIC”) vs. Home Depot - We also expect LOW's ROIC gains (now at 
~parity) vs. HD to persist, and this firming-up LOW's relative ROIC performance gap vs. HD will help drive modest 
multiple expansion for LOW over the next 24 months. 

• Transformation to Market-Based Delivery Model Will Be Complete by the End of FY ‘23 - LOW has completed 
the transition from a store-based delivery model for big/bulky items (appliances/riders/patio furniture) to a 
market- based model in twelve of fifteen regions, with plans to complete the rollout by the end of FY ‘23. By 
centralizing inventory in bulk distribution centers and consolidating deliveries from a cross-dock facility, LOW is 
realizing higher sales (wider assortment) and profit (fewer touches) on a lower overall inventory investment. 
Customer satisfaction is also benefiting from reduced delivery times, and the backroom space freed up in stores 
will allow LOW to enhance its same-day/next-day delivery capabilities 

 
Bear Case: 

• Housing Market Risk - The primary cyclical risk we see to our LOW price target is from LOW's exposure to the 
housing market. If the housing market correction is sharper or lasts longer than we expect, LOW's sales and 
earnings will be worse than we are modeling, presenting a downside risk to our price target. 

• Market Saturation – Saturation, is that the home improvement sector is increasingly well penetrated at the 
individual market level, leading to greater impact from own store cannibalization and competitive openings. 
Ensuing pricing pressure and comp store drags could create downside risk to our growth rate. Though, saturation 
through penetration risk is lower than Home Depot, Inc. (HD).  

• Poor Macro Environment - A prolonged deep recession could weigh on consumer home improvement spending 
directly, and / or the trading multiples for consumer discretionary stocks.  
 

Overall Thesis:  
We believe a healthy consumer backdrop (and particularly strong homeowner balance sheets) will provide support to LOW 
in the medium term, particularly as it continues to see the benefits of its restructuring initiatives over time. We believe 
LOW's profitability will also continue to improve and its comp & margin gap with HD will continue to narrow as it gains 
traction with Pros. 
 

Name Ticker Yield Growth D + G
Lowe's Companies, Inc. LOW 1.92% 12.50% 14.42%
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Past performance is not indicative of future results.  Investing involves risk including the potential loss of principal. This 
material is not financial advice or an offer to sell any product. The actual characteristics with respect to any particular client 
account will vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment 
restrictions applicable to the account, if any; and (iii) market exigencies at the time of investment. Aptus Capital Advisors, 
Inc. reserves the right to modify its current investment strategies and techniques based on changing market dynamics or 
client needs. Forward looking statements cannot be guaranteed. This is not a recommendation to buy or sell a particular 
security. There is no assurance that any securities discussed herein will remain in an account's portfolio at the time you 
receive this report or that securities sold have not been repurchased. The securities discussed may not represent an 
account's entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. 
It should not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be 
profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the 
investment performance of the securities discussed herein. Information was obtained from third party sources which we 
believe to be reliable but are not guaranteed as to their accuracy or completeness. 
 
The content and/or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for 
financial advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been 
written or approved for a retail audience or use in mind and should not be distributed to retail investors.  Any 
distribution to retail investors by a registered investment adviser may violate the new Marketing Rule under the 
Investment Advisers Act.  If you choose to utilize or cite material, we recommend the citation be presented in context, 
with similar footnotes in the material and appropriate sourcing to Aptus and/or any other author or source references. 
This is notwithstanding any considerations or customizations with regards to your operations, based on your own 
compliance process, and compliance review with the marketing rule effective November 4, 2022. 

Advisory services offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the 
Securities and Exchange Commission. Registration does not imply a certain level or skill or training. More information 
about the advisor, its investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be 
obtained, at no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-
2309-21. 
 
  


