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Overview (Ryker)

e AutoZone operates over 7,000 stores across the US, Mexico, and Brazil. These are reinforced by
hubs and mega-hubs (Which act as high-volume stores and distribution centers), providing a
structural advantage in inventory availability, speed delivery, and cost savings.

e The majority of AutoZone’s business comes from selling replacement parts for vehicle repairs
(Batteries, brakes, alternators, starters) and maintenance (Oil changes, spark plugs, wiper blades).
These are largely a non-discretionary expense that remains stable regardless of economic
conditions, allowing Azo to benefit from steady demand.

e  AutoZone makes up 5% of the $110B US commercial auto parts market share, giving it substantial
room to expand, leveraging its speed, inventory, and service to drive long-term revenue and margin
growth.

Results (Justin)
¢ Revenue missed by 0.73%.
e Earnings per share (EPS) missed by 3.75%.
e The misses for both revenue and earnings were due to tariffs and pressure from the foreign
currency movement.

Key Performance Indicators (Jaiden)
e 5.3% decline from the previous year in net income
e 2.4% year-over-year increase in net sales
e Operating and selling, general, and administrative (SG&A) expenses rose by 6%, impacting
profitability

Guidance (Ryker)

e 19 mega-hub stores are expected to be opened over the next 2 quarters as part of its long-term
strategy to expand inventory availability and improve delivery speeds.

e Capex is estimated to exceed $1b FY25 (again), which will be spent on accelerated store growth
(Including targeting 100 new international stores primarily in Mexico and Brazil), supply chain
improvements, and technology investments.

e FY 2025, if current FX rate should, expect a $365 million hit to revenue, $118 million hit to EBIT,
and $4.82 per share impact on EPS for the full year. This is primarily due to a weaker Mexican
peso (Tariffs leading to depreciation) and Brazilian real (Inefficient fiscal policies leading to
depreciation).
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e They are below our requirement for Return on Equity, but this is due to knowing how much they
need on hand and buying back stocks.

e They are now at 1 year to pay off the Obligation Ratio.

e The ROE number is incorrect for TTM and is currently the same as the previous year.

e They meet all of our other metrics.
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Valuation (Logan)
Value Bands:
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The P/B ration for Autozone has had a negative P/B ratio since 2009.
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Valuation:
Ticker:
Price: $3,620.82
oo Rate! 0% 5 Year Discounted Cash Flow
e . Total Return Annual
Dividend Payout Ratio Price PresentValue 5YRReturn Return Return + Dividends
2024-08 2025 2026 2027 2028 2029 16.0x $2,995.99 $1,777.98 (17.3)% (3.7)% (3.7)%
$149.55 $155.53 $161.75 $169.84 $178.33 $187.25 18.0x $3,370.49 $2,000.22 (6.9)% (1.4)% (1.4)%
4% 4% 5% 5% 5% 23.0x $4,306.74 $2,555.84 18.9% 3.5% 3.5%
2024-08 2025 2026 2027 2028 2029 16.0x $3,614.38 $2,144.96 (0.2)% (0.0)% (0.0)%
$149.55 $161.51 $174.44 $190.13 $207.25 $225.90 18.0x $4,066.17 $2,413.08 12.3% 2.3% 2.3%
8% 8% 9% 9% 9% 23.0x $5,195.67 $3,083.38 43.5% 7.5% 7.5%
2024-08 2025 2026 2027 2028 2029 16.0x $3,959.69 $2,349.88 9.4% 1.8% 1.8%
EPS $149.55 $164.51 $180.96 $200.86 $222.96 $247.48 18.0x $4,454.65 $2,643.62 23.0% 4.2% 4.2%
10% 10% 11% 11% 11% 23.0x $5,692.05 $3,377.95 57.2% 9.5% 9.5%
Market Value vs Intrinsic Value Estimates
$4,000.00
$3,620.82
$3,500.00 $3,377.95
Total RoR Sensitivity $3.00000
$2,500.00 $2,413.08
Est. EPS growth rate
$2,000.00 $1,777.98
4.6% 8.6% 10.6% $1,500.00
16.0x| (3.7)% (0.0)%  1.8% $1.00000
B: 18.0x| (1.4)% 2.3% 4.2% $500.00
$0.00
23.0)( 3.5% 7.5% 9.5% Current Market Value Bear - Low End Base Bull- High End

Recommendation: Hold AutoZone. Looking at what management has said, along with the macroeconomics (tariffs and the
FX rate which have given AutoZone some headwinds), | expect the company to face slower growth for the next two years, with
hopes of growth to pick up after these headwinds. AutoZone management has also emphasized they on focus on long-term
growth, with expanding more internationally, focusing on customer service, reducing supply chain costs, which will help them
grow market share and continue to grow. With these things in mind, AutoZone still meets our standards, while being overvalued,
is still a hold.
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