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Company Introduction

Lowe's has been a publicly owned company since October 10, 1961. Its stock has been listed on the New York Stock Exchange since December 19, 1979. Shares are traded under the ticker symbol LOW
With 2001 sales of $22.1 billion, Lowe's Companies, Inc. is the world's second largest home improvement retailer. Headquartered in Wilkesboro, N.C., Lowe's is the 14th largest retailer in the U.S. as well as the 30th largest retailer worldwide. Lowe's has over 100,000 employees with more than 750 stores in 42 states focusing on Home Improvement for do-it-yourself retail and commercial business customers.  Expected new store openings for the next two years is 123 in 2002 and 130 in 2003.

Lowe's Companies, Inc. announced that it expects to report first quarter fiscal 2002 earnings in the range of $0.35 to $0.36 per share and fiscal year 2002 earnings in the range of $1.55 to $1.58 per share. The Company also expects earnings per share to increase by approximately 20% in the fiscal year 2003.  The following expounds it’s Historical growth rates since the latest quarter: 

	GROWTH RATES

		1 Year
	3 Years
	5 Years

	Sales %
	17.75
	18.37
	20.79

	EPS %
	23.36
	24.63
	24.86

	Dividend %
	10.71
	8.91
	8.10


	


Lowe's Companies, Inc., wanting to be a pace setter in 2000 released details of a landmark lumber and wood product procurement policy aimed at protecting the world's threatened forests, committing to overhaul the sourcing of lumber and wood in the products it sells while proactively engaging its wood suppliers and governments to take immediate steps towards the permanent protection of critical forest areas.

Also expanding it’s offer to a full offering do-it-yourself retailer Lowe's Companies, Inc. teamed together with Alexander Julian, a fashion and home furnishings designer, to introduce a home decorating and improvement department.  At the same time, Lowe's announced a strategic partnership to operate NationsRent stores within select Lowe's stores, a construction equipment rental company.

Products and Services
Lowe's serves both retail and commercial business customers. Retail customers are primarily do-it-yourself homeowners and others buying for personal and family use. Commercial business customers include repair and remodeling contractors, electricians, landscapers, painters, plumbers and commercial and residential building maintenance professionals. Each Lowe's store caters to this broad array of customers by combining the merchandise, sales and service of a home fashions and interior design center; a lawn and garden center; an appliance dealer; a hard goods discounter; a hardware store; an air conditioning, heating, plumbing and electrical supply center; and a building materials supplier.

In order to maintain appropriate inventory levels in stores and to improve distribution efficiencies, the Company operates five regional distribution centers (RDCs). The RDCs are strategically located in North Carolina, Georgia, Indiana, Pennsylvania and Texas. Each Lowe's store is served by one of these RDCs. The Company also operates nine smaller support facilities in order to distribute merchandise that requires special handling due to size or type of packaging, such as lumber, various imports and building materials. Approximately 50% of the merchandise purchased by the Company is shipped through its distribution facilities, while the remaining portion is shipped directly to stores from vendors. No one vendor service more than 4% of the total purchases for any Lowe’s Location.

Competition:



Total Debt/
Return

Return on 
Gross

Net Profit




  Equity
  Assets
Equity

Margin

Margin

Lowe's

.58

7.93%

16.77%

28.80%

4.08%

Home Depot
.08

9.75%

14.44%

28.79%

5.33%

Building Mat.
.69

4.32%

  9.11%

25.47%

1.83%

Housing related industries in general have weathered the economic storm in part due to declining interest rates.  Lowe’s in particular has benefited from gross margin expansion and ongoing expense leveraging, leading the industry with a $287,157 sales per employee compared to sector numbers of $251,187.  Entry into new markets, especially in region stores with average population over 500,000 will put them head to head with Home Depot, but Lowe’s has been able to prove itself as a market force in direct competition.
What Analysts are saying

Multex Global Consensus 16 analysts Mean for Long term earnings is 20.50%.

Quicken/ Zack’s Consensus for 5-year earnings Estimate is also 20.50%.

Value line shows a 3-5 year sales and earnings estimate of 20.00%.

Value Line also shows a Financial Strength rating of  A+, and price persistence and growth predictability at 75 and 85 respectively.

With this in mind, I have estimated and EPS of 20% and a PEG at 1.50%, giving me a high P/E of 30.00, revising from the average which would over-state at $34.00.  In turn, the using the most recent EPS of $1.25 and increase this also by 20% to $1.50, estimate low price is $26.70.  This puts Lowe’s in the buy Zone up to $43.40, which as of 04/05/02 would make this stock a candidate for purchase by our club!

