
The Home Depot, Inc. (NYSE: HD)

Consumer Discretionary

BUY:

HD

Current Price:

$320.79

Target Price:

$410
Upside:

28%



Company Overview

Key Statistics

Revenue and EPS Historical Stock Price (3Y)

Overview
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Current Share Price                                               $320.79

52 Week Range                                       $264.51 – $363.00                                               

Market Cap.                                                       $334.37 B

Enterprise Value                                                $367.08 B

Founded                                                                    1978

IPO                                                          September 1981

9.8% 

Revenue 

CAGR

15.7%

EPS 

CAGR
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• The Home Depot, Inc. is a multinational home 

improvement retail corporation that sells tools, 

construction products, appliances, and services

• Serves both do-it-yourself  consumers and professional 

service providers such as electricians, plumbers, etc.

• Over 2,300 retail stores across North America
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Industry Analysis
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Competition

Key Trends Market Growth

Overview

• Home improvement industry players provide products 

and services related to maintenance and renovation

• Products consist of  the sale of  building materials, 

appliances, decorations, and other enhancements

• Services include building, installation, and modification 

done by contractors, builders, tradespeople, etc.
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Global Home Improvement: 

4.4% CAGR
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Since the pandemic, remodeling activity (professional/DIY) has 

experienced record highs in volume

Recessionary fears have negatively impacted projected consumer 

spending and the metric for expected remodeling activity (LIRA)

Mortgage rates peaked at 7% in October which decreased home-

building activity, but have since declined as sentiment has risen



Resilient Home Services Spending
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Home Improvement Market Size in the US

Leading Indicator Remodeling Activity (LIRA) Projected Decrease LIRA Predictions vs. Actual

Revenue Growth in Industry Sustained After Lockdowns
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HD Stock Chart$415 Dec 10, 2021LIRA projects year-

over-year growth in 

homeowner remodeling 

and repair spending to 

shrink from 16.1% in 

2022 to 2.6% by fourth 

quarter 2023

HD has dropped ~20% 

since a peak in

Dec 2021 as

LIRA predictions are 

priced in

358 374 391 407

497
538

558 577
598

621

0

100

200

300

400

500

600

700

2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E

S
al

es
 (

U
S
D

 i
n

 B
ill

io
n

s)



Focus on Professional Customers
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Growth of  Professionals

Investment in Supply Chain New Tiered Benefits

Increased Average Customer Spending

Members Elite VIP

• Personalized 

offers

• Paint pricing 

rewards

• Exclusive 

sales

• Tier-specific 

gifts

• Elite support 

line for 

businesses

• Preferred 

pricing 

opportunity

• Account 

management 

abilities
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Professionals have grown from 

4% of customers to 10%. These 

professional customers make 

up about 50% of Home 

Depot’s revenue

Professional consumer segment 

is expected to grow at a faster 

rate than the home 

improvement market in coming 

years

150% increase over 6 

years$57.87 $58.77 $60.35 
$63.06 
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• Home Depot invested $1.2 billion into their new supply chain 

facilities to have larger stock for professional customers

• By the end of  2023, there will be a 75% increase in these 

facilities from 2022

• At the end of  five years the company plans to build 30 to 35 

centers in major U.S. markets

• These facilities will allow HD to fulfill larger orders, often placed 

by professionals and contractors working large-scale projects



Future Home Building Growth
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Borrowing, Inflation and Home Depot

Current Housing Shortage Home Building ETF Performance

Historical Mortgage Rates
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As the Federal Fund Rate reaches a peak and slashes 

commence, mortgage rates will see relief

• Since the 2008 financial crisis, the rate at which homes have been 

built has decreased dramatically

• There is currently a deficit of  about 1.5 million homes in relation 

to the number that is considered necessary across the U.S. 

Builders would need to put up about 1.1 million homes this year 

to chip away at that housing shortage

• Different than the 2008 Housing Crash because there were more 

homes than buyers, now there are more buyers than houses
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Valuation
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Valuation Methodology

Assumptions

HD Valuation

250.00 300.00 350.00 400.00 450.00

52 Week Range

Analyst Consensus

DCF GG

DCF MM

LTM P/E

LTM EV/EBIT

FWD 2024 EV/EBIT

Comps, 20%

DCF GG, 40%

DCF MM, 
40%

Terminal 

Growth Rate

2.50%

Terminal 

Multiple

22.91x

WACC

7.94%

Current Price Target Price



Risks and Mitigants
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Consumer spending 
on home services is 
impacted by high 
interest rates and 
macroeconomic 

headwinds

Home Depot has 
diverse offerings 

including many non-
discretionary 

household repair 
items

Federal Funds Rate 
remains elevated for 
longer than expected 
keeping mortgages 

rates elevated

High mortgage rates 
drive renovations as 
cost of  relocating 

from existing homes is 
too high

1

2



Conclusion
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BUY:

HD

Current Price:

$320.79

Target Price:

$410
Upside:

28%

Thank You

Questions?



A: Income Statement
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B: Balance Sheet
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C: Statement of  Cash Flows
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D: Revenue Build
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E: WACC
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F: Net Working Capital
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G: Discounted Cash Flow
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H: Gordon Growth and Multiples Method
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I: Comparable Companies Analysis



J: Price Calculation
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K: HD Stock vs 30-Year Mortgage Rate
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L: Houzz Survey on Renovation
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Houzz, Inc. is the leading platform for home remodeling and design

4,000

Homeowners 

Surveyed

<1%

Reported 

Cancelling a 

Project due to 

Economy

23%

Plan to Start 

Projects in 

2023

91%

Plan to Hire 

Professionals 

for Projects

67%

Would Rather 

Update Home 

than Move



M: Drivers of  Renovation
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Average Age of  Occupied Homes in US

US National Home Price Index

Key Statistics
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• Home prices reached their peak in mid-2022, with 

61% of  home sales ending in bidding wars

• The housing shortage in the US is estimated to be 

anywhere between 1.5 million – 4.0 million units 

which continuously puts upward pressure on prices

• Exterior projects, flooring projects, kitchen and 

bath projects, and systems projects tend to be most 

common in homes 20 – 50 years old

• Slow in new homes being built as a result of  high 

mortgage rate will lower building material prices

• Due to record high home prices, purchasers often 

had to settle, which could drive home improvement
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