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Founded in 1866, The Sherwin-Williams Company (SHW) is a global leader in the manufacture, development, distribution, and 
sale of coatings and related products to professional, industrial, commercial, and retail customers. The company manufactures 
products under well-known brands such as Sherwin-Williams, Dutch Boy, Krylon, Minwax, Thompson’s Water Seal, and many 
more. 

 

 

Highlights:  
Sherwin-Williams Paints (SHW) maintains a shareholder-friendly corporate policy supported by robust cash flows from 
operations. The company's Free Cash Flow ("FCF") leaves enough cash for share repurchases after dividend and capital 
expenditures. In the past two years, the company generated more than $4 billion FCF. SHW continues to deleverage its debt 
amassed from its Valspar acquisition in 2017. Earlier this year, Moody's updated the company's outlook from stable to positive, 
mirroring the increased probability of rating upgrade. The Valspar acquisition expands the company's portfolio beyond the US 
architecture market into industrial, high-performance coatings. 
 
The company carried through the pandemic better than its competitors, providing delivery and curbside pickups, demonstrating 
flexibility, customer focus, and brand recognition. These factors, combined with lower leverage, warrant premium over industry 
price multiples. Our bullish rating mirrors management talent, rising dividends, and expansion opportunities in the industrial and 
international markets. 
 
Bull Case: 

• 70% Sales Base Housing Biased - In following, Sherwin-Williams has clearly benefited from the improvement in U.S. 
housing fundamentals over the last five years, with non-residential trends starting to improve steadily - noting that 
Sherwin should continue to outpace market growth by 1.5-2x based on their outsized exposure to professional painting 
contractors. 

• Top-Three Global Coatings Player and Dominant N.A. Franchise - In our opinion, Sherwin-Williams remains a strong 
No. 3 in the attractive global coatings niche, with outsized exposure toward the N.A. architectural coatings market 
(~45% share). Products include coatings used in construction (paints and sealants) and product manufacturing 
(autos/wood furniture), with N.A. architectural coatings encompassing ~60% of the sales portfolio—differentiating 
SHW from its more global peers (70% sales from N.A.). 

• Near-Term Outlook Attractive - As such, we believe that SHW fundamentals are attractive near term, with improving 
end-market dynamics boosted by upward pricing momentum to offset raw material inflation, noting that the price/cost 
catch up for SHW should accelerate through 2022 

 
Bear Case: 

• Outsized Exposure to U.S. Architectural Coatings - Any potential slowdown across the U.S. housing market and U.S. 
architectural coatings market (~70% of Sherwin's sales) is a major risk. 

• Volatile Raw Material Costs - Though the raw material environment has been relatively benign in recent years, spikes 
in propylene and TiO2 costs (both major cost inputs) could hurt Sherwin's profitability. 

• Significant Operating Leases - At current, Sherwin-Williams has ~$700 million in operating leases(NPV), as 93% of its 
stores are leased, which we believe could become a risk if leasing terms become unfavorable in the future.  

 
Overall Thesis:  
We expect SHW, the market leader in US architectural coatings, to be a key benefactor post-COVID as remodeling activity picks 
up and home construction accelerates given low housing supply and strong demand. We also expect SHW to gain market share 
and see innovation in Performance coatings to drive strong growth over the near to long term. 
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Past performance is not indicative of future results. This information is for illustrative purposes only. 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 are 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-2503-20. 
 

 
 


