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● Buy Costco shares
● Current price: $477.21
● Target price: $533.78
● Upside: 11.8%
● Key drivers:

○ Consumer staple industry
○ Covid resiliency
○ Consistent growth

DDM Case 1: $510.58 (33%)

DDM Case 2: $557.00 (33%)

FCF Case 1: $533.79 (34%)

Investment Thesis



Company Overview

W. Craig 
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Director

Sector: Consumer Defensive

Industry: Discount Stores



Business Description

Memberships have grown at 5.2% per 
year since 2012

Costco is a membership-based warehouse club that carries quality merchandise at 
lower prices than are typically found at conventional wholesale or retail sources.



Business Description

~75% of revenues from U.S. Steady growth overall, 15.8% CAGR in All food, 14.3% CAGR 
in Non-Foods



Industry Analysis

U.S. discount store sales:
● Decreasing since 2008
● Slight increase in last two years

● E-commerce growing at a faster 
rate than physical retail, likely 
to slow as in-store retail 
bounces back from Covid

● Economic uncertainty… 
consumer spending?

(Discluding online sales)



Comparable Company Analysis



12.7% CAGR 9.8% CAGR

Financial Analysis



8.8% CAGR 3.5% CAGR

Financial Analysis



15.5% CAGR

Financial Analysis

7.5% CAGR



Dividend Discount Model 

Dividend Discount Model

Dividend Discount Model



Free Cash Flow Model 



● Systemic risk
○ Inflation
○ Recession

● e-Commerce 
○ Lack of ambition in e-Commerce segment
○ Underinvestment in technology compared to 

Walmart/Amazon (no price check, inventory check, 
curbside pickup)

● Membership dependence

Investment Risks



● Buy Costco shares
● Current price: $477.21
● Target price: $533.78
● Upside: 11.8%
● Key drivers:

○ Consumer staples 
○ Covid resiliency
○ Consistent growth

Conclusion



Questions?



https://finance.yahoo.com/quote/COST/balance-sheet?p=COST

https://www.macrotrends.net/stocks/charts/COST/costco/total-common-preferred-stock-dividends-paid

https://finviz.com/search.ashx?p=COSTCO

https://fullratio.com/stocks/nasdaq-cost/dividend

https://www.gurufocus.com/term/payout/COST/Dividend-Payout-Ratio/Costco-Wholesale

https://www.statista.com/statistics/284423/sales-costco-worldwide-2011-2013-by-category/

https://www.stock-analysis-on.net/NASDAQ/Company/Costco-Wholesale-Corp/Ratios/Reportable-Segments

https://www.statista.com/study/15813/retail-food-and-beverages-in-the-us/

https://www.ibisworld.com/retail-sector/

https://www.ibisworld.com/united-states/market-research-reports/warehouse-clubs-supercenters-industry/

https://www.costco.com/

Sources

https://finance.yahoo.com/quote/COST/balance-sheet?p=COST
https://www.macrotrends.net/stocks/charts/COST/costco/total-common-preferred-stock-dividends-paid
https://finviz.com/search.ashx?p=COSTCO
https://fullratio.com/stocks/nasdaq-cost/dividend
https://www.gurufocus.com/term/payout/COST/Dividend-Payout-Ratio/Costco-Wholesale
https://www.statista.com/statistics/284423/sales-costco-worldwide-2011-2013-by-category/
https://www.stock-analysis-on.net/NASDAQ/Company/Costco-Wholesale-Corp/Ratios/Reportable-Segments
https://www.statista.com/study/15813/retail-food-and-beverages-in-the-us/
https://www.ibisworld.com/retail-sector/
https://www.ibisworld.com/united-states/market-research-reports/warehouse-clubs-supercenters-industry/
https://www.costco.com/

