 _Arvind_Quarterly report for ___LKQ Corporation_
Date:
Mar 11, 2020
Percentage change in Sales from year ago quarter: 0.2%
Percentage change in Earnings per Share from year ago quarter: 253.8%
Is company meeting our target sales & earnings estimates? No for Sales   Yes for Earnings
Pre-tax Profit on sales trend?   (up, even, down): Down
Return on equity trends?  (up, even, down): Down
Debt?  (up, even, down): Up
Current PE is __14.8   

 Where does it fall in my estimated High/low range of PE's?: On the low side
Signature PE = 19.8
Club cost basis for this stock is: 25.46 (2015).                  Current price is: 27.58 on Mar 10, 2020
      (from latest valuation)

Current fair value:  Morningstar: 38.0        S&P: 34.85
My SSG Total Return is: 21.3%              Projected Average Return is: 18.4%
What will drive future growth:
· Combination of organic growth for parts and services and recent acquisitions are primary drivers of Earnings Growth.
· CFRA projects Revenues to grow by about 2% in 2020

· According to VL, LKQ Management expects organic revenue growth in its parts and services business to be between 0.5% and 2.5% this year.
· Morning Star - Estimates sales of $12.7 billion that implies low single digit growth compared to last year. 
· VL - 2021 sales and earnings estimates of $13.0 billion and $2.80 per share, respectively.

· LKQ has grown its business through a successful acquisition strategy without experiencing significant earnings volatility. 

· LQK has difficult-to-replicate distribution network combined plus sophisticated procurement activities, which will lead to ongoing market share gains. 

· LQK has developed symbiotic relationships with auto insurance companies - largest supplier of alternative collision parts to repair shops and biggest buyer of salvage vehicles.
· VL anticipates - Solid top- and bottom line growth this year for LKQ. 

· VL - Shares of LKQ are ranked to outperform the broader market averages in the coming six to 12 months. Over the 3- to 5-year period, the equity offers wide price recovery potential at the recent quotation. 
· LKQ finished 2019 with decent results. - Margins widened during the quarter; Strong operating performance from North America; Recent restructuring programs that helped lower costs in several areas; Ongoing stock repurchases that improved share earnings; and Lower interest expense. 
Additional comments:
· LKQ fourth-quarter sales were essentially flat with the previous-year tally, share earnings increased 13%. 
· Parts and services revenues rose 1%, but this was largely offset by unfavorable foreign exchange rates. 
· LKQ North America business is poised to continue to perform well, while demand from Europe will probably remain muted, owing to ongoing macroeconomic challenges. Unfavorable foreign exchange rates, along with uncertainty regarding the coronavirus, will likely add to volatility.
· OEM collision parts manufacturers are becoming more aggressive with their discounting strategies that have slowed growth of alternative parts purchases by repair shops. Laws intended to protect consumers from potentially inferior non-OEM collision repair parts vary by state and could become less favorable for alternative parts suppliers in the future. 
· Negative impacts on the stock price:

· Risk due to unfavorable vehicle accident trends

· Currency rate swings and poorer than expected results from acquisitions

· Potential negative BREXIT impact 0n the European sales

· Lower than expected cost reductions and volatility in raw materials and scrap prices
Recommend: Buy More ____, Hold_________, Challenge with a better investment______, Sell___
SSG recommendation is to BUY. VL, Morning Star and CFRA also recommend BUY. My recommendation is to HOLD until next month to see further impacts of CORONA Virus spread on the market in general. 

