Quarterly report for Tractor Supply (2nd Q)


Date:
6/23/2023
Percentage change in Sales from year ago quarter 7.2% ($4.18 billion)
Percentage change in Earnings per Share from year ago quarter 8.5% ($3.83)

Is company meeting our target sales & earnings estimates? Yes; but growth is slowing
Pre-tax Profit on sales trend?   (up, even, down) Up
Return on equity trends?  (up, even, down) Up
Debt?  (up, even, down) Up
Current PE is 21.7 (down from 24 in February)
 Where does it fall in my estimated High/low range of PE's? Slightly high with average P/E of 20
Club cost basis for this stock is $185.00.    Current price is $217.39 (purchase of 20 shares on September 23, 2022)       
Morningstar:  raised fair market value from $186 to $214. Wide moat.  Continues to view stock as overvalued (it views competitor HomeDepot as overvalued as well).   Likely high-single-digit EPS growth over the next decade. Weakening discretionary spending and unseasonal weather pinched second-quarter results; big ticket and impulse purchases fueled a lighter performance.
CFRA: 12-month target price $270, up from $241 last quarter.  Revenue growth driven primarily from store expansions and remodels, along with market share gain and pricing inflation.  Sales growth should normalize in 2023 and 2024 to mid- to high-single digits.  Livestock and pet products make up roughly 50% of sales.  Risks include lower comparable store sales growth, supply chain disruptions, extreme weather, and competition. Company expects to open 70 new stores in 2023 (70 Tractor Supply and 10-15 Petsense stores).  Long-term debt of capitalization is 18.4%.   Recommends BUY.

Value Line:  18-month target price is $260. Timeliness rating is now 2.  TSCO ranks above average for Safety.  Dividend is a sweetener.  VL is forecasting strong earnings growth through 2026-2028 and set its target price range over that time period at $300 to $410 per share.
Note: On February 8th, Tractor Supply declared a quarterly cash dividend of $1.03 per share, an increase of 12 percent from prior quarterly dividend rate of $0.92.

My SSG Total Return is 9.7%               Projected Average Return is 6.7%
Recommending a HOLD; Tractor Supply is 3.4% of MICNOVA portfolio.
What will drive future growth:  Expansion into the West from its Tennessee base, with increased market capture.  TSCO plans to accelerate its new store growth to about 90 stores a year starting in 2025 and aims 80 in 2024.  TSCO also is planning on entering sale-leaseback deals with some of its stores.
