
 

For Advisor Use Only 

Walmart is the world's largest retailer, operating retail stores under the formats of Walmart Stores, Supercenters, Neighborhood 
Markets and Sam's Club locations in the United States as well as a growing ecommerce business. Internationally Wal-Mart also 
operates locations in several countries, including Canada, China & Mexico.  

 

Highlights:  
Our view on WMT is subject to a number of macroeconomic and company specific factors that, on the upside, include better-
than-expected top-line growth and/ or margin expansion in the U.S. stemming from its strategic initiatives; International 
operating margin and/or ROIC that improves faster than our forecast; weakening of the dollar against other major currencies 
would benefit revenue and operating profit; and higher-than expected square footage growth in the U.S. and/or abroad. 
Moreover, a recession could drive an investor flight to safety, positively impacting WMT's stock performance via absolute and / 
or relative P/E multiple expansion. 
 
Bull Case: 

• Playing Offense - Staying ahead of consumer demands and expectations is what great retailers do. Efforts to broaden 
the online assortment (expanding Marketplace), improve the customer value proposition (Walmart+), and enhance 
convenience (pickup/delivery) have helped fuel impressive ecommerce growth. Further, the step- up in capex in recent 
years (to build increased supply chain/fulfillment capacity, scale automation in its DCs/ FCs, and further modernize the 
company's technology stack/capabilities), should extend WMT's omni-channel leadership in the marketplace and fuel 
faster (and more profitable) growth over the intermediate/long-term. 

• Runway for Earnings Growth - Management’s goal of growing EBIT faster than sales (4%+) has been reaffirmed over 
the past few quarters, but CFO John David Rainey alluded to an upside case in which EBIT grows 2x the rate of sales. Of 
note, gross margin is expected to meet/exceed prior peak (while maintaining price gaps), and WMT expects to reach 
enterprise level ecommerce profitability in the next few years. Importantly, ROIC is expected to improve over the next 
several years given high visibility into payback from investments.  

• WMT Is the Value Leader and an Outsized Trade-Down Beneficiary - We believe Walmart is likely to benefit 
meaningfully from a consumer trade-down given a notable lift in comps during the last recession. And given the heavy 
inflationary pressure on the consumer, we believe WMT's price leadership is more important for gaining market share 
now than in prior years. To this end, WMT comp sales show a 37% correlation with Food at Home inflation. Additionally, 
we view WMT's inventory position as better than that of other retailers given significant early clearance efforts by the 
company this quarter and carrying into next quarter. Furthermore, we think WMT's strong mix of food sales (~56% of 
sales) likely underpins the company's margin profile and provides stability, particularly vs peers that may experience 
larger mix shift headwinds as consumers shift more towards needs-based spending. 
 

Bear Case: 
• The Stock Has Great Expectations – One of our biggest concerns is sales growth. WMT is a $611B company as of FY23 

and it's hard to move a needle that big. We're skeptical about the company's ability to deliver mid-single digit topline 
over time. With that said, if recent staples-driven traffic gains prove sticky and shoppers make their way over to the 
general merchandise side of the store, we may well be seeing an emerging path to WMT's long-term aspiration. 

• Economic Conditions - A contraction in consumer spending resulting from macro factors such as higher interest rates, 
rising fuel/energy costs, weakness in the housing market, and increased unemployment could negatively impact sales, 
especially given WMT's heavy exposure to low-income consumers. 

• Headline Media Risk - Given the size, scale, and global reach of WMT, the company's actions and operations are often 
subject to strict media scrutiny. Any such "negative press" could negatively impact the price of WMT common stock. 
 

Overall Thesis:  
In late 2013, Walmart management made the tough decision that sustained reinvestment was necessary to re-establish 
competitive positioning. While this was a painful exercise (as margins re-based lower), the company emerged stronger and now 
has a much more sustainable top-line outlook, in our view. We also believe the company is pivoting investment spend away from 
the operating expense line (wages + price) and toward capex (automation). This paired with continued cost discipline and 
alternative profit streams (Walmart Connect + Marketplace) should allow for both operating margin expansion and a steady 
improvement in ROIC. We believe WMT's omni-channel transformation in the US will continue to gain momentum and support 
more sustainable and predictable positive same-store sales and traffic at US Supercenters and US ecommerce and gross 
merchandise value (“GMV”) growth that should support P/E multiple expansion. 

Name Ticker Yield Growth D + G
Walmart Inc. WMT 1.70% 8.50% 10.20%



 

For Advisor Use Only 

 
Past performance is not indicative of future results.  Investing involves risk including the potential loss of principal. This material 
is not financial advice or an offer to sell any product. The actual characteristics with respect to any particular client account will 
vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable 
to the account, if any; and (iii) market exigencies at the time of investment. Aptus Capital Advisors, Inc. reserves the right to 
modify its current investment strategies and techniques based on changing market dynamics or client needs. Forward looking 
statements cannot be guaranteed. This is not a recommendation to buy or sell a particular security. There is no assurance that 
any securities discussed herein will remain in an account's portfolio at the time you receive this report or that securities sold have 
not been repurchased. The securities discussed may not represent an account's entire portfolio and, in the aggregate, may 
represent only a small percentage of an account's portfolio holdings. It should not be assumed that any of the securities 
transactions, holdings or sectors discussed were or will prove to be profitable, or that the investment recommendations or 
decisions we make in the future will be profitable or will equal the investment performance of the securities discussed herein. A 
complete list of holdings is available upon request. Information was obtained from third party sources which we believe to be 
reliable but are not guaranteed as to their accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes only and does 
not constitute a complete description of our investment services or performance. Nothing in this commentary should be 
interpreted to state or imply that past results are an indication of future investment returns. All investments involve risk and unless 
otherwise stated, are not guaranteed. Be sure to consult with an investment & tax professional before implementing any 
investment strategy. Investing involves risk. Principal loss is possible. 

This content or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial 
advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or 
approved for a retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors 
by a registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to utilize 
or cite material we recommend the citation, be presented in context, with similar footnotes in the material and appropriate 
sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or customizations with 
regards to your operations, based on your own compliance process, and compliance review with the marketing rule effective 
November 4, 2022. 
 
Advisory services offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities and 
Exchange Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2309-13. 


