
  Date:__3/24/15__ 

    Analyst Names: _John Tupper & Michael Retallick_ 

CIF Stock Recommendation Report (Spring 2015) 

Company Name and Ticker:_The Home Depot Inc. (HD)__ 

Section (A) Investment Summary 

Recommendation Buy:       Yes         
Buy at: $112.00 

Target Price: 
$135.00 

Stop-Loss Price: 
$95.00 

Sector: Consumer 
Discretionary 

Industry: Home 
Improvement Stores 

Market Cap (in Billions): 
150.52B 

# of Shrs. O/S (in Millions): 
1.31B 

Current Price:           
$115.25 

52 WK Hi:                    
$117.92 

52 WK Low: 
$74.61 

EBO Valuation: 
$72.28 

Morningstar (MS) Fair 
Value Est.:  $104.00 

MS FV Uncertainty: 
Medium 

MS Consider Buying:  
$72.80  

MS Consider Selling:   
$140.40 

EPS (TTM): 
4.72 

EPS (FY1): 
5.22 

EPS (FY2): 
5.99 

MS Star Rating: 
2-Star 

Next Fiscal Yr. End 
 ”Year”:      “Month”: 
February, 2016 

Last Fiscal Qtr. End: 
Less Than 8 WK:   
Yes         

If Less Than 8 WK, next 
Earnings Ann. Date: 
May 15, 2015 

Analyst Consensus 
Recommendation: 
1.95 – Moderate Buy 

Forward P/E: 
19.3 

Mean LT Growth: 
14.14% 

PEG: 
1.51 

Beta: 
1.05 

% Inst. Ownership: 
73.60 

Inst. Ownership- Net 
Buy:   Y       N 

Short Interest Ratio: 
1.90 

Short as % of Float: 
0.80% 

Ratio Analysis Company Industry Sector 

P/E (TTM) 24.65 18.89 18.85 

P/S (TTM) 1.84 0.76 N/A 

P/B (MRQ) 16.44 3.53 3.18 

P/CF (TTM) 18.85 11.11 N/A 

Dividend Yield 2.03 1.69 2.27 

Total Debt/Equity (MRQ) 184.48 63.11 70.91 

Net Profit Margin (TTM) 7.63 4.15 11.11 

ROA (TTM) 15.77 5.35 9.42 

ROE (TTM) 58.09 14.47 20.20 
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Investment Thesis 
 
Pros 
• As home prices and disposable income begin 

to rise consumers will begin putting money 
into their homes again. 

• Very few meaningful competitors in either 
brick and mortar or e-commerce channels 

• Stock has climbed more than 50% over the 
past year due to housing market return and 
analysts expect the stock to continue to rise. 

• Strong dividend payback in the future due to 
the company’s capital allocation plan 

• Recent focus on distribution and 
merchandising should improve productivity 
and increase domestic market share as 
housing market improves 

• Limited exposure of foreign exchange (with 
exception of Canadian Dollar) 

• Holds low cost advantage due to wide 
economic moat 

• One of two companies in the market 
 
 
 
 
Cons 
• Weak consumer spending in economic 

downturns directly hurts Home Depot’s 
sales and performance 

• Current supply chain improvements face 
implementation risk which in turn could 
affect profitability if competitors surpass 
Home Depots capabilities 

• Limited domestic store growth may drive 
increased competitive pricing pressures 
between Home Depot and Lowes resulting 
in limited expansions 

• Stock seems to be overvalued. 
 

Summary 

Company Profile: Home Depot is the world's 
largest home-improvement specialty retailer, 
operating nearly 2,300 warehouse-format stores 
throughout the United States, Canada, and 
Mexico. The company's stores offer products and 
services for home construction, renovation, 
remodeling, and maintenance. The firm is based 
in Atlanta and employs more than 300,000 
people. We estimate that Home Depot captures 
nearly 20% of domestic share of the home-
improvement market, when adjusting census 
estimates for market size. 
Fundamental Valuation: Using the EBO valuation 
model, The Home Depot Inc. has an implied 
fundamental value of $72.26/Share. This indicates 
that the Home Depot is overvalued based on the 
data input in the valuation spreadsheet. Increasing 
the industry ROE to a more comparable number to 
Home Depot would give a more accurate valuation 
that doesn’t show the company as overvalued as it 
does in this section.  
Relative Valuation:   We found that the stock was 
overvalued, however these figures should be taken 
with a grain of salt since the competition is weak 
and the companies we choose are not direct 
competitors.  
Revenue and Earnings Estimates: 
Home depot has gone 3 for 5 in beating estimates. 
When they did miss it was by small margins and 
when they beat they did by a good amount. 

Analyst Recommendations: The Home Depot has a 
mean rating of 1.95 which means an overall analyst 
recommendation of moderate buy. There were 9 
Buys, 9 Outperforms, and 13 Holds 

Institutional Ownership:  Institutional ownership of 
The Home Depot is 73.60%. The top holder is 
Capital World Investors with 102.135M shares 
(7.75% ownership). The top 10 holders hold 31.86% 
of shares. 
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Short Interest: The average short interest of The 
Home Depot is slightly lower than their biggest 
competitor Lowes and much lower than the next 
closest competitor, Whirlpool. The short ratio was 
lowered after the most recent successful earnings 
release. 
Stock Price Chart: The stock price charts indicate 
that the stock is currently experiencing an upward 
bullish momentum. The consistent upward 
movement since the end of the recession and 
current growth of the housing market indicates 
consumer confide3nce and expected growth in the 
coming years.  
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Section (B) Company Profile  

(B-1) Profile  
The Home Depot, Inc. (HD) was incorporated on June 29, 1978. It is a home improvement 
retailer with stores that sell a wide assortment of building materials, home improvement 
products and lawn and garden products and provide a number of services. The Home Depot 
stores average approximately 104,000 square feet of enclosed space, with approximately 
24,000 additional square feet of outside garden area. The Home Depot stores can be divided 
into 3 main groups of customer services: do-it-yourself (DIY) customers, do-it-for-me (DIFM) 
customers. These two segments make up about 65% of Home Depot sales. The third category is 
professional customers which make up about 35% of sales. As of February 2, 2014 (fiscal 2013), 
the Company was operating 2,263 The Home Depot stores, which included 1,977 stores in the 
United States, including the Commonwealth of Puerto Rico and the territories of the United 
States Virgin Islands and Guam; 180 stores in Canada, and 106 stores in Mexico. The Company 
also offers over 700,000 products through its Home Depot and Home Decorators Collection 
websites. 

The first category of DIY customers are usually home owners who purchase products and 
complete their own projects and installations without the help of a third party installer. 
Employees assist these customers with specific product and installation questions both in its 
stores and through online resources and other media designed to provide product and project 
knowledge. The second category is the DIFM customers. These customers are usually home 
owners who purchase materials themselves and hire third parties to complete the project or 
installation. The Home Depot’s stores offers a variety of installation services targeted at DIFM 
customers who select and purchase products and installation of those products from it in the 
store. The Company’s installation programs include various services and products, such as 
carpeting, flooring, cabinets, countertops and water heaters. In addition, it provides 
professional installation of a number of products sold through its in-home sales programs, such 
as roofing, siding, windows, furnaces and central air systems. The last category is Professional 
customers. These are primarily professional remodelers, general contractors, repairmen, small 
business owners and tradesmen. The Company offers a variety of special programs to these 
customers, including delivery and will-call services, dedicated staff and expanded credit 
programs. 

The Home Depot assists all three categories of customers to finance their projects by offering 
private label credit products in its stores through third-party credit providers. Private label 
credit card sales accounted for approximately 23% of sales in fiscal 2013. During fiscal 2013, the 
Company offered a number of private label brands across a variety of their departments 
including: Husky hand tools and tool storage; Defiant door locks; Everbilt hardware fasteners; 
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Hampton Bay lighting and fans; Vigoro lawn care products; RIDGID and Ryobi power tools; 
Glacier Bay bath fixtures; HDX tools, hardware, storage and cleaning products, and CE Tech 
audio-visual accessories. During the past year, The Home Depot introduced a number of 
products to its customers, which included LED light bulbs from Cree; Soft Spring Carpet from 
Mohawk; customizable patio furniture from Plantation Patterns Patio; Wi-Fi-enabled 
thermostats from Nest and Honeywell; Behr Marquee exterior paint with a one coat coverage 
guarantee and ability to repel rain within 60 minutes of application, and Double Duty Sawzall 
Blades from Milwaukee. 

The Home Depot conducts a variety of international business dealings through the Company’s 
Store Support Center. It maintains a global sourcing program that helps obtain products directly 
from manufacturers around the world. The Home Depot has three sourcing offices located in 
the Chinese cities of Shanghai, Shenzhen and Dalian, as well as sourcing offices in Gurgaon, 
India; Rome, Italy; Monterrey, Mexico and Toronto, Canada. The Company has an “Eco 
Options” program where it has created product categories that allow consumers to identify 
environmentally preferred product selections in its stores. The “Eco Options” program includes 
over 7,700 products that meet specifications for energy efficiency, water conservation, healthy 
home, clean air and sustainable forestry. Through this program, it sells products, such as 
ENERGY STAR refrigerators, dishwashers, compact fluorescent light (CFL) bulbs, EcoSmart LED 
light bulbs, programmable thermostats, water heaters and other products. 
 
The Home Depot’s main competitors are Lowes, Ace Hardware, Do-It-Best, and a variety of 
category specific companies such as Sherwin Williams and Whirlpool. Due to two of Home 
Depot’s biggest competitors (Ace and Do It Best) being private, for this stock analysis we will be 
using Lowes and some category specific companies to make comparisons with.   
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(B-2) Revenue and Earnings History  

 

Fiscal 2013 – Annual Revenue: 74,754   Annual Earnings Per Share: 3.006 

Fiscal 2014 – Annual Revenue: 78,812   Annual Earnings Per Share: 3.752 

Fiscal 2015 – Annual Revenue: 83,176   Annual Earnings Per Share: 4.718 

 

1) What are your observations on revenue? Was there a notable up- or down-trend, year-
over-year? Was there seasonable pattern?  
 

Revenue has been consistently growing in the past 3 years. Between 2013 and 2014, revenues 
grew by about $4 million and between 2014 and 2015 it grew by about $5 million. This shows 
that Home depot has seen relatively consistent growth. It is also important to note that the 
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home improvement industry is very cyclical in seasons so it explains the earnings differences 
between quarters.  
 
2) Likewise, what are your observations on earnings?   
 

EPS in the past 3 years have consistently been increasing. EPS between 2013 and 2014 grew 
about $0.75 and between 2014 and 2015, it grew by about $1.00. Quarterly EPS maintained 
relatively consistent except for third quarter EPS for each year which can be considered the 
busiest quarter in the home improvement industry. Each year saw slight growth in each quarter 
but maintained fairly similar relative to the quarters in each year.  

 

(B-3) Most Recent Quarterly Earnings Release 

1) When was the company’s most recent earning release? 
February 24, 2015 
 

2) In that earnings report, was reported revenue a (1) beat, (2) match, or (3) miss from 
consensus estimate?  

Revenue was a beat by a 2.48% surprise from consensus estimate 
 

3) Likewise, was reported earnings a (1) beat, (2) match, or (3) miss from consensus 
estimate?  

EPS was also a beat from consensus estimate 
 

4) What did the management attribute the beat/miss to? 
Management attributed the earnings and EPS beat to the improved job market in recent 
years that in turn increased home renovations. Management also stated that the 
growth in EPS is in line with the company’s capital allocation plan. The company has 
been aggressively returning excess capital to shareholders through buybacks and 
dividends.  
 

5) Did the management provide guidance about their current quarter and their outlook for 
the year? What were the key points of the guidance? 

The company plans for another growth next quarter which is considered their busiest 
quarter. Home Depot plans on hiring more than 80,000 positions for spring quarter to 
prepare for a boost in business. The company has a positive outlook for the coming year 
but warns that it expects currency headwinds to impact 2015 earnings by about $0.06 
per share.  
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6) How did the stock react to that earnings release? 

The day before the earnings release, Home depot stock rose 4.24% from $112.99 to 
$117.50. Once the earnings report was released on February 24th, the stock dropped 
about .39% to $116.31. this is a minor change given the positive news of the release. 
The stock continued to slowly drop for the next couple days until it stayed within a 
range of between $113-$116 in the following weeks.  
 

7) Other observations worth noting? 
The home depot management expects a strong growth for the coming year with the rise 
of home improvement in the US. If currency exchange rates remain where they 
currently are, this will cause a negative impact to the 2015 fiscal net sales growth of 
approximately $1 Billion as well as a negative impact on diluted earnings per share 
around $0.06 per share.  
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Section (C) Fundamental Valuation (EBO) 

Include the following here: 

Fundamental Valuation (EBO) Spreadsheet  

 

 

Inputs (provide below input values used in your analysis) 

EPS forecasts (FY1 & FY2):  _FY1 = 5.22  FY2 = 5.99__ 

Long-term growth rate:  _______14.52%________ 

*** Indicate next to the number if you made an adjustment to the consensus LTG estimate. 
Justify at the bottom of this panel how you derive the adjusted value, if any *** 
Book value /share (along with book value and number of shares outstanding): 

 Book value:   ____12,522M__________ 

 # of shares outstanding: ___ _1,380M____    ____ 
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 Book value / share:  ____        _9.074_____    __  

Dividend payout ratio:  ________39.63%_________ 

Next fiscal year end:   ________2015___________ 

Current fiscal month:   _________1_____________ 

Target ROE:    ________10.13%_________ 

*** Indicate next to the number if you made an adjustment to the target ROE estimate. 
Justify at the bottom of this panel how you derive the adjusted value, if any *** 
Discount rate     

Input for discount rate:          ______ 7.21%__________ 

Risk-free rate:   ________7%___________ 

Beta:    _______1.05___________ 

Market risk premium: _______3.13%__________ 

Output 

Above normal growth period chosen: __________7__________ 

EBO valuation (Implied price from the spreadsheet): _______$72.28________ 

1) Comment on the fundamental value obtained in relation to the stock’s current price and 
its 52-week price range.  
 

The 52-week price range is $74.61-$117.92. Based on our fundamental valuation and the 52-
week range, the implied fundamental value is not within the 52-week price range. We believe 
that this valuation is relatively low considering the growing economy and increasing household 
excess cash which in turn increases sales in the consumer discretionary sector.  
 
2) What might be “soft spots” of the inputs? And why? 
 
Some soft spots for this valuation are the dividend payout ratio and the long term growth rate. 
The dividend payout seems somewhat high relative to competing companies in the industry 
and we had a difficult time finding a consistent rate so we had to use an average found across 
multiple financial platforms. Another soft spot was the long term growth rate. Similar to the 
dividend payout ratio, there was no consistent number for the long term growth rate so we had 
to find an average across multiple financial platforms. Another soft spot is the target ROE for 
the industry average is much lower than Home Depots ROE. Since there is such a big spread by 
Home Depot’s and the industry’s numbers, it gives us relatively lower valuations since the 
industry as a whole performs under how the Home Depot is performing individually.  
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Sensitivity Analysis 

1) Explain the input values used in sensitivity analysis. Compare the fundamental values 
obtained here in relation to the value from the base case  

The numbers used in the sensitivity analysis were mainly gathered from analyst observations 
and predictions found on multiple financial websites including Morningstar, Yahoo Finance, and 
Reuters. The main numbers changed for the sensitivity analysis are different ROEs, discount 
rates, and growth rates. The biggest changes we saw as a result of the sensitivity analyses are 
growth in the expected yields. The majority of the time the expected yield increased when 
numbers were changed with the exception of a few value changes. In relation to the values 
from the base case, it seems that the valuation shows Home Depot overvalued partially 
because it is preforming at a higher rate than the industry it’s in as a whole. This makes it look 
like the company is overvalued since the other companies in the industry are so much lower 
than it is.  

2) Other observations worth noting 

It is important to note that some of the numbers used are industry averages. There were 
multiple variances between financial reporting websites and can create skewed data outputs if 
outlier numbers are included in averages.  

 

EBO valuation would be (you can include more than one scenario in each of the following): 

_____$57.78____ if changing above normal growth period to __5 Years___ 

_____$75.45____ if changing growth rate from mean (consensus) to the highest estimate 
_______16%____ 

_____$69.56____ if changing growth rate from mean (consensus) to the lowest estimate 
_____13.20%____ 

___ _$60.85_____ if changing discount rate to ____8.26%___    (E(rm) = 8.00%) 

___ _$154.90____ if changing target ROE to ______28.84%__     (HD 5 Yr. Avg. ROE) 
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Section (D) Relative Valuation 

 

 

 

Note: Your discussions in this section should address all of the following valuation 
metrics: forward P/E, PEG, P/B (MRQ), P/S (TTM), and P/CF (TTM). If you made a 
decision excluding a competitor from calculation of median of a particular valuation 
multiple, you must justify your decision (i.e., reasons why you feel strongly that 
particular valuation multiple from a particular competitor is not a good indicator). 

We spent considerable time selecting which stock we wanted to compare against, some of the 
smaller options we thought of originally, companies like true value and Do it Best were private 
companies. Sherwin Williams was missing significant amount of data. We chose lumber 
liquidators, whirlpool and Armstrong because they are all competitors to items held within our 
store. Lowes is the ultimate competitor a lot of the things they do are similar to what Home 
depot does. 

 

1) Discuss various valuation multiples of your stock and its peers. Comment if any of these 
stocks have multiples far off from the others and explain whether it makes sense.  
When looking at these multiple one has to j 
The majority of the figures we got were in consensus with what we have founded in other 
areas. The stock seems to be fairly overvalued, only in the P/E without main competitor 
Lowes were we equally valued in all other aspects we were roughly $20 to $30 dollars 
overvalued. This is very concerning, however our competitors that are used in this 
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evaluation aren’t the best metrics however they are the best we could find since our other 
main competition is private.  
 

2) Discuss the various implied prices of your stock derived from peers’ (“Comparables”) 
multiples. Compare these implied prices to current price and 52-week high and low. How 
different are the prices derived from the various valuation metrics? Note any valuation 
metrics that seem to yield outlier prices and explain whether it makes sense.  

As stated before we found that our stock is roughly 20 to 30 dollars overvalued in most cases if 
not more. But it must be kept in mind that these companies are not the best examples for 
metrics for competition. Home Depot is bigger than all 4 of the other combined and is part of 
the reasons the numbers are flawed.  

3) Compare your findings with comments from analysts from Morningstar Direct and other 
online resources.  
Analysts agree with what we have said they feel that The Home Depot is a good company, 
they really like the way the company is run and have gotten behind the CEO and believe he 
will bring positive growth to the company. They have sustainably raised their fair value 
estimate from $88 to $104. They feel the company has significant bargaining power and 
provides value and customer loyalty by passing along savings.   
 

4) Other observations worth noting?  

It’s important to note that above all home depot is a sizeable company and there’s a reason for 
that. They are double the size of Lowes, which has been around longer than them. They are in a 
cyclical market that’s only in a year or two of its process, as home buyers and those who have 
neglected home maintenance due to economic reasons. There is an underlying reason that the 
stock is going up and that’s because they are selling product. They value the customer service 
Home Depot provides and overall believe it’s a good stock to own.  

Section (E) Revenue and Earnings Estimates 

 

(E-1) 
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Review recent trends in company’s reported revenue and earnings, and discuss whether (1) 
the company has a pattern of “surprising” the market with numbers different from analysts’ 
estimates; (2) Were the surprises positive(actual greater than estimate) or negative (actual 
less than estimate)? (3) Were the surprises more notable for revenue or earnings? (4) Look up 
the stock chart to see how the stock price reacted to the “surprises.  

NOTE: Reuters does not put the sign on the surprise. You need to put a “-” sign when 
it is a negative surprise. 

 

As you can see above Home Depot out of the last 5 quarters Home depot has beat sales estimates in the 
3 most recent quarters. In addition they have been have beat analysts’ expectations 3 out of 5 quarters, 
missing Oct-14 and Apr-14. Although they missed expectations two out of five times in sales estimates, 
it was by a fairly small margin and was made up in later quarters, for a net gain. Earnings were also 
missed twice, however overall they have had a net gain over these five data points.  

 (E-2) 
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(E-2) Copy/paste “Consensus Estimates Analysis” Table from http://www.reuters.com/, 
“Analysts” tab (include both revenue and earnings) 

Review the range and the consensus of analysts’ estimates.  
(1) Calculate the % difference of the “high” estimate from the consensus (mean);  
Rev 

Apr-15 -.74%  Jul-15 -.83%  Jan-15 -.30% Jan-16 -.83%  

Earnings 

Apr-15 4.29%  Jul-15 2.23%  Jan-15 1.33% Jan-16 3.02% Jan-17 4.25% LT growth Rate 9.70% 

 
(2) Calculate the % (negative) difference of the “low” estimate from the consensus; 

Rev 
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Apr-15 2.41%  Jul-15 1.027%  Jan-15 .17% Jan-16 .844% 

Earnings  

Apr-15 -2.63%  Jul-15 -2.35%  Jan-15 -3.56% Jan-16 -1.92%  

 

 (3) Are the divergent more notable for the current or out- quarter, FY1 or FY2, revenue or 
earnings? (4) Note the number of analysts providing LT growth rate estimate. It that roughly 
the same as the number of analysts providing revenue and earnings estimates? 
When looking at the data it seem that it’s more for the current and FY2 in both revenue and earnings. 
Yes a very similar amount of analysts are following both. 

 

(E-3) 
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In Terms of Revenue there seems to be no real trend it seems that overall they are slightly 
downward in Q1 and Q2 and up overall in FY1 and FY2. Battles are not won in a day so I find the 
FY to hold a heavier weight than the quarters.  Earnings on the other hand are slightly down or 
flat in Q1 and Q2. And slightly down/flat in FY1 and FY2.  Overall they are slightly down or 
stagnant.  

 
 
 

(E-4) 

 

(E-4) Copy/paste the “Estimates Revisions Summary” Table from http://www.reuters.com/, 
“Analysts” tab (include both revenue and earnings) 
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Review the number of analysts revising up or down their estimates (both revenue and 
earnings) in the last and last four weeks. (1) Note whether there are more up or down 
revisions; 

 
 There was 1 down grade in every category in both revenue and earnings except for year ending 
2017 in earnings there was a 0.  Revenue was overall trending towards up, looking at the chart 
above one can see that up dominated in the last 4 week expect the category of Q2 where it was 
5-12 trending towards down. Earnings however was quite the opposite, in every round down 
was selected with significant favor, only in  FY1 was there a close spread 10-13.  

 (2) are the revisions predominantly one directional? (3) Any notable difference last week 
versus last four weeks, revenue versus earnings? 

It looks as if it is trending towards down, there isn’t much of a change, it rather continues to 
follow the trend of down in nearly every category.  

 

 

(E-5) “Consensus Earnings Revisions” from CNBC 

Go to http://www.cnbc.com/, “news”, “earnings”, “calendar”, “consensus revisions”. Look 
for whether your stock had consensus earnings revision today. Copy/paste the information, if 
any, to the following table. Go back one day, copy/paste the information if there was 
consensus earnings revision. Repeat the process back one month. Add rows to the table if 
needed. 
 

 
 

Revision 
Date 

 
Revision 

Type 

 
Revision 

Up/Down 

 
Current 

 
Previous 

 
% Change 

# of 
Analysts 

Reporting 
Most 
recent 
revision 
date 

      

3/2 Up 0/1 $1.30 $1.29 +0.85 5 
2/27 Up 0/1 $1.29 $1.28 +0.55 3 
2/25 Down 0/1 $1.28 $1.31 -2.29 2 
       
       
Earliest 
revision 
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date in the 
last month 

 
1) Review revisions day by day, and comment on (1) whether they tend to be clustered, and 

(2) if clustered, were they near earnings reporting date? 
Yes these all are fairly clustered, all after the earnings release date. 

2) Were there any greater than 10% consensus revisions? What is the maximum % 
consensus revision? No , -2.29 

3) Observe stock price chart, how did the stock trade around dates of greater than 10% 
consensus revisions?n/a 

4) Other observations worth noting? n/a 

 

Section (F) Analysts’ Recommendations 

(F-1) Reuters Most Recent Three Months Analysts Recommendations  
Copy/paste the “Analyst Recommendations and Revisions” Table from 
http://www.reuters.com/ , “Analysts” tab. NOTE: Make sure you copy the entire table 
including “Mean Rating” at the bottom of the table. 
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1) Review the trend of analyst recommendations over the last three months. Is there a 
notable change of analyst opinions, turning more bullish or bearish?  

It seems that they are more bullish than bearish, with the majority of analysts are in the buy 
and outperform categories 18 vs 13 who claim you should just hold it. There has been almost 
no change over the last 3 months, it seems one analyst rated it a hold for one month and then 
stopped following after that, as well as another analyst falling off outperform.   

 
2) How many different ratings out of the five possible ones did the company receive 

currently, one, two, and three months ago?  
They had 9 analyst saying buy over the last 4 months, 10 saying outperform the last 3 months 
then that analyst must have stopped following the stock and it dropped to 9 for the current. 
Hold has trended at 13, 2 months ago an additional analyst was added, but stopped the 
following month. Overall there was very stagnate thoughts, very little change.  
 
3) Is there a notable trend of opinion convergence or divergence? 

Analysts seem to not want to change their opinions, which is can be interpreted differently, 
either they are very confident in what they believe or they are not looking in-depth enough.  

4) Cross check (1) Morningstar analyst’s research report;  
Morning star has a much stronger buy take on it with 6 analysts saying buy, 2 saying hold 
and 1 saying under perform. I personally like seeing underperform because it gives me an 
idea if some of those who are riding the fence on hold are leaning a certain way.  

 

(F-2) Most Recent One Month Analysts Upgrades/Downgrades from CNBC  
Go to http://www.cnbc.com/, “news”, “earnings”, “calendar”, “upgrades” and 
“downgrades”.  
1) Make note of the company’s (1) last earnings reporting date, and (2) next earnings 

reporting date.    
Last Earnings date was February 24th the next earnings date is May 19th.  

2) Add up the number of upgrades on weekly basis. Do the same for downgrades. Were 
there more up- or down-grades? Were there any consistent trend you observe in the 
recent month? Were there any up- or down-grades of more than “one grade”? 
There were no upgrades or downgrades for Home Depot on CNBC. 

3) Were there clustering of up- or down-grades? If so, were they clustered around earnings 
report date?  N/A 

4) Observe stock price chart, how did the stock trade around dates of up- or down-grades? 
N/A 
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Section (G) Institutional Ownership (Guidelines Have Been Updated) 

 

 
1) Whether institutions, on net basis, have been increasing or decreasing ownership and 

whether the change can be considered as substantial 
On a net basis there has been an increase in the stock ownership by 6, this shouldn’t be 
considered substantial.  

2) Whether the stock has sizable institution interests/support 
There is nothing that is extremely sizeable Capital World Investors holds 7.75%.   

3) The extent of the (> 5%) owners by adding up all >5% ownership, and make an effort to 
identify those that are mutual funds  
There are only two who own more than 5% these companies are Capital World Investors 
(7.75%) and Vanguard Group Inc. (5.36%) combining to 13.11%.  VA College America owns 4 
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different positions in different fund names, which totals to 6.59%. Vanguard also has a few 
different positions that add up to just above 3%. 
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Section (H) Short Interest (Guidelines for H-2 Have Been Updated) 

(H-1)         The Home Depot 
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Lowes 
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Whirlpool 
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(H-2) Short Interest Data  

The Home Depot 

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

5,246,410   4,897,720 1.31B  1.30B  

Shares Short Short Ratio Short % of Float Shares Short 
(Include as of date) (Include as of date) (Include as of date) (Prior Month) 

8.90M 
(As of Feb 27, 2015)  

 1.50 
(As of Feb 27, 2015) 

 0.70% 
(As of Feb 27, 2015)  10.13M 

 
Lowes 

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

4,931,320 5,478,800 960.00M 957.26M 

Shares Short Short Ratio Short % of Float Shares Short 
(Include as of date) (Include as of date) (Include as of date) (Prior Month) 

8.40M 
(As of Feb 27, 2015)  

 1.60 
(As of Feb 27, 2015) 

 0.80% 
(As of Feb 27, 2015)  9.29M 

 
Whirlpool 

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

831,252 957,183 78.10M  77.49M  

Shares Short Short Ratio Short % of Float Shares Short 
(Include as of date) (Include as of date) (Include as of date) (Prior Month) 

2.09M 
(As of Feb 27, 2015)  

 2.30 
(As of Feb 27, 2015) 

 2.70% 
(As of Feb 27, 2015)  2.22M 
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1) Make note of the company’s (1) last earnings reporting date, and (2) next earnings 

reporting date. 
The Home Depot reported last quarter earnings on February 24, 2015 and their next earnings 
reporting date is May 19, 2015 

 
2) Discuss market sentiment on the stock based on the short interest statistics, recent trend 

reported in in (H-1) and (H-2)? Has the sentiment turned more bullish or bearish over the 
last year? How about in more recent month and why? 

When looking at the data on short interest of the Home Depot and the competing companies 
Lowes and Whirlpool, you can see that the short interest ratio is 1.50 which is lower than 
Lowes’ 1.60 and Whirlpool’s 2.30. This means that market sentiment for Home Depot is more 
bullish than their competitors. A low short interest ratio indicates a bullish trend and a ratio 
around 5 or greater usually indicates a bearish signal. The home depot has the highest amount 
of shares short but when compares to the float, The Home Depot has the lowest short 
percentage of float at 0.70% 
 
3) From (H-1), observe “short interest” and “# of days to cover” values for two reporting 

dates immediately before and one reporting date immediately after earnings report. (1) 
Were there notable increase or decrease in the values, right before or right after earnings 
report? (2) Observe stock price chart and comment on how stock traded around those 
dates.  

The short interest and # of days to cover immediately before the earnings release were 
10,126,386 and 2.011272 respectively. The report right after the earnings release decreased 
down to 8,900,842 and 1.333528 respectively. This is a decrease of 1,225,544 and a decrease of 
0.677744 in the number of days to recover. This indicates that these changes were not drastic 
but it does indicate that the Home Depot is in a bullish trend after the earnings release.  
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Section (I) Stock Charts (Guidelines for I-4 Have Been Updated) 

For (I-1) – (I-3), the stock price charts should include (1) your stock, (2) 1 competitor, (3) 
sector ETF, and (4) SP500  

(I-1) A three months price chart 

 
 
(I-2) A one year price chart 

 
 
(I-3) A five year price chart 
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1) (I-1) – (I-3) Discuss what you observe from the above stock price charts. This should 

include comparing your stock to competitors, sector, and SP500 over the three different 
time horizons.  

By looking at the three charts above, you can see that the Home Depot has outperformed their 
leading competitor Lowes, the S&P 500, as well as the companies industry overall. The three 
month chart shows the Lowes and Home Depot have recently had similar performance since 
both companies are preparing for their busiest quarter in the spring and summer. Both the 
companies are also outperforming the industry and the S&P index. In the one year chart, you 
can see that The Home Depot crept out from performing under the industry and index and 
began to outperform during their high business season. You will also notice that Lowes has be 
performing over the Home Depot in the past few months. The five year chart is an excellent 
indicator the confirms Home Depots consistent strengthening and growing performance as 
America eases out of a recession and the building market begins to thrive again. As the housing 
and home improvement industry continue to grow, the Home Depots stock is in line to 
continue on its path of growth alongside the industry. The 5 year also shows the strong 
outperformance over the leading competitor Lowes as well as both the S&P and the cyclical 
goods industry. 
 
2) Other observations worth noting? 
It is worth noting that there has been a strong increased growth of both the Home Depot as 
well as Lowes in the past year indicating that the home improvement and building industry is 
reaching a strong growth point and should continue on this path for the next couple years 
according to historical building cycles.  
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(I-4)  Technical Indicators (“Moving Average” and “Relative Strength Index” from 
https://www.google.com/finance?tab=we 
Short-term moving average and relative strength index indicators 

 
 
Long-term moving average and relative strength index indicators 
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1) Discuss your findings from these sets of technical indicators. Compare your findings here 

to findings from fundamental analysis. Are findings from technical analysis supportive of 
your other findings? 

Using the simple moving average indicator on this chart allows for us to see the short and long term 
momentum of the stock and indicates what direction the stock is expected to move based on the 
momentum of growth or decline. For the short term, both long 50 day and short 10 day simple moving 
averages are consistently moving up which shows a growth in the stock’s value. There is a little volatility 
in the 10 day but overall both the 10 and 50 day indicators are steadily increasing. In the long term, both 
the 50 and 200 day averages a steadily rising which means the value of the stock is increasing at a steady 
pack and also indicates that the stock is going to continue to increase in value. 

 

 

2) Other observations worth noting? 

One thing to note about the long term chart is the spike in stock value in the past half year. 

 This indicates that the stock is growing faster than it has been in the past and is something to note since 
it could indicate the stock may be overvalued at the moment and will fall back in line with past growth. 
It could also show that the growth of the company has recently been increasing due to a stronger 
market in the home improvement and building supplies industry. If the stock continues to grow at the 
pace the at it has been in the past 6 months, then the short and long term moving averages will begin 
increasing in steepness to match the faster growth.  
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