3rd Quarterly report for LKQ




Date:
11 Sept 2018
Percentage change in Sales from year ago quarter  


23%
Percentage change in Earnings per Share from year ago quarter  
15%
Is company meeting our target sales & earnings estimates?

yes
Pre-tax Profit on sales trend?   




down
Return on equity trends?  
  




down
Debt?  

  




up
Current PE is  


  




18.7   

Where does it fall in my estimated High/low range of PE's? 
?
Signature PE =







22
Club cost basis for this stock is 




$25.63               
Current price is:  

  




$33.21
Current fair value:  Morningstar:  




$43.00         
My SSG Total Return is 





17.1
Projected Average Return is    




20.5%
What will drive future growth:
The recent acquisitions of STAHLGRUBER, based in Germany, should help to expand LKQ's European footprint.  The North American and European segments both posted good results, with organic sales growth of 7% and 8%, respectively.  The earnings advance ought to be driven by the higher sales. Industry-wise, there is a shift away from traditional passenger automobiles toward light trucks and utility vehicles, including pick-ups, minivans, and SUVs. These are typically higher-margined products, so parts suppliers that cater to these vehicles could see a boost to earnings. The sector should also benefit from other positive trends, including increased miles driven, which is expected to remain near record highs in the near term. This should lead to increased parts failure, which ought to boost results for suppliers that provide these replacement products. Increased wear on the average vehicle fleet, which is at a record age of around 12 years, is also expected to support a higher parts failure rate.

Additional comments:

The automotive sector as a whole had a difficult June quarter, largely due to higher raw material costs and unfavorable currency effects.  Business prospects for the Auto Parts Industry have become a bit more unsettled in recent weeks, largely due to concerns regarding a potential escalation of a trade war with several of the United States' closest trading partners. The Trump Administration has already slapped tariffs on roughly $50 billion of Chinese imports, and China has returned in kind with tariffs of their own. . The tariffs cover products and materials that LKQ imports, and countermeasures taken by other countries may affect products it exports.  The U.S. is also considering withdrawing from the North American Free Trade Agreement (NAFTA), which could have significant implications on the Auto Parts sector, too.   Unfavorable foreign currencies may hurt share earnings for the remainder of the year.

Recommendation:  Hold
