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Home Depot

Hold off on works for time being

Company Overview

The Home Depot, Inc. is a home improvement retailer, and it offers a wide assortment of
building materials, home improvement products, lawn and garden products, decor products,
and facilities maintenance, repair, and operations products. It also provides various services,
including home improvement installation services and tool and equipment rental. As at end
2023, the Company operates apProximately 2,335 stores located throughout the United States
including the Commonwealth of Puerto Rico and the territories of the U.S. Virgin Islands and
Guam, Canada, and Mexico. The Home Depot stores average approximately 104,000 square
feet of enclosed space, with approximately 24,000 additional square feet of outside garden
area. It also maintains a network of distribution and fulfillment centers, as well as various e-
commerce websites in the United States, Canada, and Mexico. The Company serves two
primary customer groups: do-it-yourself (DIY) Customers and Professional Customers (Pros).

Investment Overview

Largest home improvement retailer in the world. Home Depot has built itself to be the world's
largest home improvement company with approximately 17% share in a fragmented ~USD950
billion addressable market, focusing on homeowners DIY customers, professional renovators
and contractors (referred to as Pros), and customers that involve homeowners using Pros to
complete their project and installation. The company’s edge is its wide store network and vast
selection offering high-quality products at competitive prices, along with team of
knowledgeable sales associates. Its commitment to embrace digital transformation, investing
in e-commerce platforms, apps and tools to enhance shopping experience provides it with a
competitive advantage. Its strategy for growth can be encapsulated into providing best
interconnected experience, growing Pro wallet share through its unique ecosystem, and
building new stores - with a plan for 80 new stores over next five years.

A strong track record, but recent acquisition of SRS will put share repurchase on hold for
deleveraging. HD has a good track record, posting c.7% revenue CAGR in the last 10 years, with
net profit at ¢.10% CAGR. Home Depot is the leading home improvement with positive traits
and set to benefit from positive medium-term tailwinds of an aging house inventory but growth
in near term is muted. This is due to still high interest rates impacting larger projects and
deceleration in consumption growth leading to company’s guidance of just approximately 1%
diluted EPS growth for 2024. It has recently announced the definitive agreement to acquire
SRS Distribution Inc. for an enterprise value of c.USD18.25bn, which will accelerate its growth
in the residential professional customer segment. The acquisition is strategic - HD's largest to
date, is expected to be EPS dilutive from a GAAP perspective due to amortisation but accretive
from cash EPS in the first year. It will be financed through cash on hand, commercial paper and
new unsecured notes, which will lead to a leverage of 2.5x. Management guided that
deleveraging will take place over a 24-month period to target 2x leverage, by pausing share
repurchases.

Continued moderation in year ahead, with back half of 2024 better. 2023 was a year of
moderation for HD with total company sales down by 3% y/y, post the previous three years of
exceptional growth. The headwinds from deceleration in personal consumption growth is
expect continue, and higher-for-longer interest rates could likely pressure demand for larger
projects. For 2024, in its 1Q24 update, management maintains guidance of 1% sales growth,
outpacing comp sales, helped by 53rd week contribution, acquisitions made and new stores
opened and planned. Management is expecting GPM of 33.9% up 50bp from 2023, operating
margin of 14.1% and EPS growth of 1%.

HOLD, TP USD340. Given the softer start on sales in 1Q24 (-2.3% y/y), and expectations of
higher for longer interest rates which could continue to impact larger discretionary projects,
this could result in potential headwinds to guidance notwithstanding HD's track record of
delivering results. We retain our HOLD recommendation with a lowered TP of USD340. This is
now based on 5-year historical PE of 21x, but we roll over to FY25F earnings (from +1.55D
above average at 24.6x on FY24F earnings). We believe shares could trade broadly sideways till
better clarity on stronger topline growth, while share repurchase takes a back burner with
deleveraging on its priority post the recently announced acquisition of SRS.

Risks

Personal consumption growth, housing downturn and elevated interest rates serves as
dampener to Home Depot and home improvement retailers’ sales and earnings. Upside risks
stems from better than expected tail winds in 2H and earnings beat should bigger interest
rates cuts materialise leading to higher project spending, hence sales for HD. rates cuts
materialise leading to higher project spending, hence sales for HD.
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FINANCIAL SUMMARY (USD, M)

FY Jan FY2022A FY2023A FY2024A FY2025F FY2026F
Sales 151,157 157,403 152,669 153,735 157,843

% y/y 14.4 4.1 (3.0) 07 2.7
Gross Profit 50,832 52,778 50,960 52,069 53,582

% y/ty 13.3 3.8 3.4) 2.2 29
EBITDA 25426 26,494 24,362 24,492 25574

% y/y 24.6 42 (8.0) 0.1 4.4
Net Profit 16433 17,105 157143 15113 15878

9% y/y 27.7 41 (115  (©07) 51
FCF 14,005 11,496 17,946 16,140 16,510
CAPEX 2566 3,119 3226 3157 3,169
EBITDA Margin % 16.8 16.8 16.0 15.9 16.2
Net Margin % 10.9 10.9 9.9 9.8 101
ROA (%) 23.1 23.1 19.8 19.0 19.0
ROE (%) 2,050.3 255299 1,162.2 7169 7518
Tax Rate % 244 239 24.0 242 244

Source: Visible Alpha

VALUATION METRICS

FY Jan FY2022A FY2023A FY2024A FY2025F FY2026F
P/E 23.6 19.0 21.6 214 20.2
P/B nm 207.8 3131 541 37.9
Dividend Yield 0.0 0.0 0.0 0.0 0.0
EV/EBITDA (x) 1.7 1.9 2.0 2.0 1.9

0.0 0.0 0.1 0.0 0.1

FCF Yield %

Source: Visible Alpha

CREDIT & CASHFLOW METRICS

FY Jan FY2022A FY2023A FY2024A FY2025F FY2026F
Debt / Equity 2,7281 32243 5004.1 4241.0 1,595.8
Net Debt / Equity (25.9) 30.5 46.4 7.1 4.6
Debt / Assets 64.4 65.9 68.3 62.1 59.7
Net Debt / Assets 0.6 0.6 0.6 0.5 05
EBITDA / Int Exp nm nm nm nm nm
ST Debt / Total Debt 0.1 0.0 0.0 0.0 0.0
Debt / EBITDA 1.8 1.9 2.1 2.1 2.0
[Cash + CFO]/ ST Debt 0.5 13 1.6 4.2 5.6
Receivables Days 83 7.7 8.0 8.2 8.0
Days Payable 32.5 26.5 24.0 26.3 26.5

53.3 57.7 50.1 51.6 50.9

Inventory Days

Source: Visible Alpha
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DBS Group Research
Target Price & Ratings History

Stock Target Change [ Stock Price # Date of Report Closing Price 12-m Target Price Rating

400 1 05Apr24 357.87 376.00 HOLD
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Source: DBS
Analysts: Zheng Feng Chee
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DBS Group Research recommendations are based on an Absolute Total Return* Rating system, defined as follows:
STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return, i.e., >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame)

*Share price appreciation + dividends

Sources for all charts and tables are DBS unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd,
its respective connected and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated
in any form or by any means or (i) redistributed without the prior written consent of DBS Bank Ltd.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd, its respective connected and associated corporations, affiliates and their respective directors,
officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any information
or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the research. Accordingly,
we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions
expressed are subject to change without notice. This research is prepared for general circulation. Any recommendation contained in this document
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain
separate independent legal or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss
(including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in relation
to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along
with its affiliates and/or persons associated with any of them may from time to time have interests in the securities mentioned in this document.
The DBS Group, may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform
broking, investment banking and other banking services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there
can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or
condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is
under no obligation to update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publication relating to any issuer.

Disclaimer: The information contained in this document is intended only for use by the person to whom it has been delivered and should not be disseminated
or distributed to third parties without our prior written consent. DBS accepts no liability whatsoever with respect to the use of this document or its contents.

Please refer to Disclaimer found at the end of this document
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The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED
UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:

(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.

DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public
offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage
in market-making.

ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies
and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her
compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst
(s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate' does not serve as an officer
of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of
the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for
the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for the content of this research report
or his associate does not have financial interests? in relation to an issuer or a new listing applicant that the analyst reviews. DBS Group has
procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of research
reports. The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment banking
function of the DBS Group and procedures are in place to ensure that confidential information held by either the research or investment banking
function is handled appropriately. There is no direct link of DBS Group's compensation to any specific investment banking function of the DBS
Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES
1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS") DBSVUSA, or their subsidiaries and/or other affiliates have a
proprietary position in Home Depot Inc recommended in this report as of 31 May 2024.

Compensation for investment banking services:

2. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as a
manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain further
information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document
should contact DBSVUSA exclusively.

Disclosure of previous investment recommendation produced:

3. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS"), their subsidiaries and/or other affiliates may have published other
investment recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12
months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations published by DBS
Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS"), their subsidiaries and/or other affiliates in the preceding 12 months.

1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (i) the trustee of a trust of which the analyst, his
spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (i) another person accustomed or obliged to act in accordance
with the directions or instructions of the analyst.

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new listing applicant,
or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include commercial lending
conducted at arm's length, or investments in any collective investment scheme other than an issuer or new listing applicant notwithstanding the fact that the scheme
has investments in securities in respect of an issuer or a new listing applicant.

Disclaimer: The information contained in this document is intended only for use by the person to whom it has been delivered and should not be disseminated
or distributed to third parties without our prior written consent. DBS accepts no liability whatsoever with respect to the use of this document or its contents.

Please refer to Disclaimer found at the end of this document



DBS Group Research

RESTRICTIONS ON DISTRIBUTION

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.

Australia This report is being distributed in Australia by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS") or DBSV HK.
DBS Bank Ltd holds Australian Financial Services Licence no. 475946.

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services Licence under
the Corporation Act 2001 (“CA") in respect of financial services provided to the recipients. Both DBS and DBSVS are regulated
by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is regulated by the Hong Kong Securities
and Futures Commission under the laws of Hong Kong, which differ from Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong This report has been prepared by a personnel of DBS Bank Ltd, who is not licensed by the Hong Kong Securities and Futures
Commission to carry on the regulated activity of advising on securities in Hong Kong pursuant to the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is attributable to DBS
Bank (Hong Kong) Limited ("DBS HK"), a registered institution registered with the Hong Kong Securities and Futures
Commission to carry on the regulated activity of advising on securities pursuant to the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong). DBS Bank Ltd., Hong Kong Branch is a limited liability company incorporated in
Singapore.

For any query regarding the materials herein, please contact Dennis Lam (Reg No. AH8290) at dbsvhk@dbs.com
Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received from
ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection with this
report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report are advised that
ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected and
associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any of
them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek to
perform broking, investment banking/corporate advisory and other services for the subject companies. They may also have
received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other
services from the subject companies.

(A

-
/

Wong Ming Tek, Executive Director, ADBSR

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers
Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an
Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons only to the
extent required by law. Singapore recipients should contact DBS Bank Ltd at 6878 8888 for matters arising from, or in
connection with the report.

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

Disclaimer: The information contained in this document is intended only for use by the person to whom it has been delivered and should not be disseminated
or distributed to third parties without our prior written consent. DBS accepts no liability whatsoever with respect to the use of this document or its contents.

Please refer to Disclaimer found at the end of this document
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For any query regarding the materials herein, please contact Chanpen Sirithanarattanakul at research@th.dbs.com

United Kingdom  This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.

This report is disseminated in the United Kingdom by DBS Bank Ltd, London Branch (“DBS UK"). DBS UK is authorised by the
Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available
from us on request.

In respect of the United Kingdom, this report is solely intended for the clients of DBS UK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any
form or by any means or (ii) redistributed without the prior written consent of DBS UK, This communication is directed at
persons having professional experience in matters relating to investments. Any investment activity following from this
communication will only be engaged in with such persons. Persons who do not have professional experience in matters
relating to investments should not rely on this communication.

Dubai This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook
International Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person which does not
Financial Centre  meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC")
under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of Companies under
number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO Box 506538, DIFC, Dubai,
United Arab Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number FO00164. For more
information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.

Where this communication contains a research report, this research report is prepared by the entity referred to therein, which
may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not been reviewed or
authorised by the DFSA. Such research report is distributed on the express understanding that, whilst the information
contained within is believed to be reliable, the information has not been independently verified by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined under
Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article 19(2) of the
Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in connection with
this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly, the DFSA has not approved
this communication or any other associated documents in connection with this investment nor taken any steps to verify the
information set out in this communication or any associated documents, and has no responsibility for them. The DFSA has not
assessed the suitability of any investments to which the communication relates and, in respect of any Islamic investments (or
other investments identified to be Shari'a compliant), neither we nor the DFSA has determined whether they are Shari'a
compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. Prospective
purchasers should conduct their own due diligence on any investments. If you do not understand the contents of this
document you should consult an authorised financial adviser.

United States This report was prepared by DBS Bank Ltd. DBSVUSA did not participate in its preparation. The research analyst(s) named on
this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The research
analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a subject company,
public appearances and trading securities held by a research analyst. This report is being distributed in the United States by

Disclaimer: The information contained in this document is intended only for use by the person to whom it has been delivered and should not be disseminated
or distributed to third parties without our prior written consent. DBS accepts no liability whatsoever with respect to the use of this document or its contents.

Please refer to Disclaimer found at the end of this document
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DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to Major U.S. Institutional Investors
(as defined in SEC Rule 15a-6) and to such other institutional investors and qualified persons as DBSVUSA may authorize. Any
U.S. person receiving this report who wishes to effect transactions in any securities referred to herein should contact DBSVUSA

directly and not its affiliate.

Other In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
jurisdictions professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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