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Forward Looking Statements  and 
Non-GAAP Financial Measurements 

Certain statements contained herein constitute “forward-looking statements” as defined in the Private Securities Litigation Reform 
Act of 1995. Forward-looking statements may relate to, among other things, the demand for our products and services; net sales 
growth; comparable store sales; effects of competition; state of the economy; state of the residential construction, housing and 
home improvement markets; state of the credit markets, including mortgages, home equity loans and consumer credit; demand for 
credit offerings; inventory and in-stock positions; implementation of store, interconnected retail and supply chain initiatives; 
management of relationships with our suppliers and vendors; the impact and expected outcome of investigations, inquiries, claims 
and litigation, including those related to the data breach we discovered in the third quarter of fiscal 2014; issues related to the 
types of payment methods we accept and the timing of upgrades and enhancements impacting point of sale devices; continuation 
of share repurchase programs; net earnings performance; earnings per share; dividend targets; capital allocation and expenditures; 
liquidity; return on invested capital; expense leverage; stock-based compensation expense; commodity price inflation and deflation; 
the ability to issue debt on terms and at rates acceptable to us; the effect of accounting charges; the effect of adopting certain 
accounting standards; store openings and closures; guidance for fiscal 2015 and beyond; and financial outlook. Forward-looking 
statements are based on currently available information and our current assumptions, expectations and projections about future 
events. You should not rely on our forward-looking statements. These statements are not guarantees of future performance and are 
subject to future events, risks and uncertainties – many of which are beyond our control or are currently unknown to us – as well as 
potentially inaccurate assumptions that could cause actual results to differ materially from our expectations and projections. These 
risks and uncertainties include but are not limited to those described in Item 1A, “Risk Factors,” and elsewhere in our Annual Report 
on Form 10-K for the fiscal year ended February 1, 2015 and in our subsequent Quarterly Reports on Form 10-Q. 
 
Today’s presentations may also be supplemented with certain non-GAAP financial measures. We believe these non-GAAP financial 
measures better enable management and investors to understand and analyze our performance by providing them with meaningful 
information relevant to events of unusual nature or frequency that impact the comparability of underlying business results from 
period to period. However, this supplemental information should not be considered in isolation or as a substitute for the related 
GAAP measures. Reconciliations of the supplemental information to the comparable GAAP measures can be found on our Investor 
Relations website at ir.homedepot.com.  
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Discussion Overview 

• Financials 
 

• U.S. Home Improvement Market 
 

• Strategic Framework 
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First Quarter Fiscal 2015 Results 

($ Millions USD, except per share data) 

Q1 2015 Q1 2014 V% 
Sales $20,891  $19,687  6.1% 

Comp Sales 6.1% 2.6% 

Gross Profit   $7,179  $6,757  6.2% 

Gross Profit Margin 34.36% 34.32% 4 bps  

2.3% Total Operating Expenses $4,582  $4,480  

14.1% Operating Profit   $2,597  $2,277  

Operating Profit Margin 12.43% 11.57% 86 bps  

      

Net Earnings $1,579  $1,379  14.5% 

      
Diluted Earnings Per Share

1) 
$1.21  $1.00  21.0% 

1) First quarter 2015 diluted EPS reflects a $0.05 benefit primarily attributable to the settlement of a tax audit. First quarter 2014 diluted EPS reflects a $0.04 benefit related to the sale of a portion of 

the Company’s equity ownership in HD Supply Holdings, Inc.  
 

2) First quarter 2014 results reflect a reclassification of certain shipping and handling costs that occurred as a result of a change in accounting policy that was implemented in the first quarter of 2015.  

 

2) 
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Fiscal 2015 Guidance 
1) 

(As of May 19, 2015) 

Sales growth ~4.2% to 4.8% 

Comp store sales growth ~4.0% to 4.6% 

Operating margin expansion Expansion to >13% 

Diluted EPS growth ~11% to 12% (after share repurchases) 

New store openings 6 (5 Mexico, 1 Canada) 

1) All guidance based on GAAP 
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2013A 2014A 2015T2013A 2014A 2015T

Long - Term Targets 

Operating Margin Return on Invested Capital 

24.9% 

~27% 

12.6% 

~13% 

1) 

11.6% 20.9% 

1) Return on invested capital is defined as net operating profit after tax for the trailing twelve months divided by the average of beginning and ending long-term debt and equity. 

Assumes excess cash is used to repurchase shares. 
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Return on Invested Capital Principle 
• Maintain high return on invested capital, 

benchmarking all uses of excess liquidity 

against value created for shareholders through 

repurchases 

ROIC 

9.5% 

24.9% 

2008 2009 2010 2011 2012 2013 2014

Shareholder Return Principles 

Dividend Principle 
 

• Targeting payout at approximately 50% of 

earnings. Intend to increase dividend every 

year 

Annual Dividend Per Share 

Share Repurchase Principle 
 

• After meeting the needs of the business, use 

excess liquidity to repurchase shares, as long 

as value creating 

Targeting 

using EXCESS CASH 

in share repurchases 

during 

$1.04 $1.16 
$1.56 

$1.88 
$2.36 

2011 2012 2013 2014 2015F
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Discussion Overview 

• Financials 
 

• U.S. Home Improvement Market 
 

• Strategic Framework 
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U.S. Housing Correction 

Source: BEA 

1952 1977 2015 

Private Fixed Residential Investment as a Share of GDP
 

Average = 4.6% 

3.3% as of 
Q1’15 

Well Below the 60 Year Average of 4.6% 
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U.S. Home Price Recovery 

Source: NAR, Case Shiller, U.S. Census  

Home Prices 
Case Schiller National Index (SA) 

185 

137 

169 

2007 2008 2009 2010 2011 2012 2013 2014 

9% below peak 

Home Prices 
YoY Change 

-6% 

-12% 

-4% -4% -4% 

7% 

11% 

5% 

2007 2008 2009 2010 2011 2012 2013 2014
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Longer Term Support for 
U.S. Home Improvement 

2007 – 2014 

Average 0.6m 

2001 – 2006 

Average 1.4m 

Household Formation 
Millions 

Source: US Census Bureau; HH formation based on yearly average change 

15 years or younger, 
16.3% 

16 - 21 years, 7.8% 

22 - 27 years, 9.3% 

28 - 35 years, 10.7% 

36 - 45 years, 15.8% 

46 - 55 years, 10.9% 

56 - 65 years, 10.8% 

66 - 75 years, 5.3% 

76 years and over, 
13.1% 

Age of U.S. Housing Stock  
2013 

67% of 

Housing 

Stock > 

27 

Years 

Old 

1.4  

1.9  

0.4  

0.8  

2001 2014

20 Year Average  

~1.0 
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U.S. Housing Recovery Framework 

 GDP-driven 
 Pent-up demand driven 

 Grows moderately because all 
excess homes are “not in the right 
place” 

 Pressured as excess worked 
through; possibly flat to slightly 
positive 

 Moderating towards ~4 - 5% of 
units 

 Stays tight 

 Spurs investor demands for SF 
homes (for rental) 

 Spurs HH demand (but activity 
constrained by credit) 

 Remains high / low 
 Spurs HH demand (but activity 

constrained by credit) 

 Begins to absorb vacant homes at 
a faster rate – possibly through 
rentals 

2012 - 2015 

 Absorbed in 2 – 4 years to normal 
levels 

Source: BEA, NAR, U.S. Census Bureau, S&P Case-Shiller, Moody’s Analytics, NAHB, Freddie Mac, Federal Reserve, CoreLogic 

HH Demand 

Affordability / 

Interest Rates 

Rental Rates / 

Vacancies 

Financing / Credit 

Turnover 

Prices 

Starts 

Remodeling / 

Repair 

HOUSING OUTPUTS 

MACRO INPUTS 

Inventory 

 GDP +1 to +2% 

(sharp) 

 Home price / turnover-
driven 

 Pent-up demand driven 

 Home price / turnover-
driven 

 Rises to historical average 
of 1.5 million per year 

 Spikes above 1.5 million per 
year as prices rise and 
builders drawn to market 

 Rise at  LT average growth 
levels (3%) or slightly better 
as affordability heads to 
equilibrium 

 Rise at significantly greater 
than LT average for a short 
while as affordability heads 
to equilibrium 

 Achieves ~4 - 5% of units  Surpasses 5% on way to 6% 

 Loosens gradually  Loosens quickly 

 Steady   Steady 

 Spurs turnover as credit 
loosens  gradually 

 Steady at ~1.4 million per 
year 

 Steady at ~1.4 million per 
year 

2014 - 2015 2014 - 2015 

 Back to normal levels (no 
excess) 

 Shortage  
 Spurs starts 

(moderate) 

 GDP +0 to +1%  GDP +2 to +4% Home Improvement 

Estimated Comp 

1) Harvard Joint Center of Housing Studies’ LIRA = Leading Indicator of Remodeling Activity 

Stage 1 - Workout Current Observations Stage 2 – Recovery 

 The current national rental vacancy rate (NSA) of 7.0% in Q1 2015 is 
1.1% lower than Q1 2014 

 All-cash sales were 24.0% of transactions in May 2015, in line with 
April 2015 and down from 32.0% in May 2014 

 April 2015 index at 165.0 (NSA), 2.2% lower than a year ago 
 Current 30-year fixed-rate mortgage at 3.84% in May 2015, down 

from 4.19% in May 2015 

 The median existing-home price for all housing types in May 2015 
was $228,700, which is 7.9% above May 2014 

 S&P Case-Shiller Composite-20 Index (SA) Q1 2015 figure up 4.6% 
over last year 

 Total Housing Starts at 1,036,000 in May 2015, down from 
1,165,000 in April but up from 986,000 in April 2014 

 According to LIRA1)  the home remodeling industry is expected 
to continue its path of moderating growth, projecting annual 
growth in HI spending to ease to 3.1% through the second 
quarter of 2015 

 In the January 2015 Senior Loan Officer Survey, 84.4% of banks 
mentioned that GSE-eligible residential mortgages standards have 
basically remained unchanged, 14.1% said that standards eased 
somewhat, 1.6% stated that standards have tightened somewhat 

 5.1 months of existing supply in May 2015, compared to 5.4 months 
in May 2014 

 ~4.0% of units (latest available data – April 2015 existing and new 
single-family home sales) 

 1.4M (yearly average) households formed in April 2015 versus an 
average of 0.6M  from 2007 – 2014  
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Discussion Overview 

• Financials 
 

• U.S. Home Improvement Market 
 

• Strategic Framework 
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The Power of The Home Depot 

What Are We Deeply 

Passionate About? 

Customer Service 

What Drives Our 

Economic Engine? 

Disciplined Capital Allocation, 

Productivity and Efficiency 

Interconnected Retail 

Driving Shareholder Return & Sustainable Competitive Advantage 

What Do We Want To Be 

Best In The World At? 

Product Authority for Home 

Improvement 
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Customer Service 

First Phone Generation 2 

 Intuitive Smart Phone Interface 

 Access to the Web and Apps 

 Integrated Mobile Checkout 

 

 Pro Focus 

 Help Pros Run a More Effective Business 

 Knowing Our Customers Better 
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Product Authority 

Leveraging the Art and Science 
 Vitality 
 Localization 
 Space Productivity 

 

   Supply Chain Transformation 
 Buy Online, Deliver From Store (BODFS) 

 U.S. Direct Fulfillment Center Build Out 

 Canada RDC/ SDC Campus Approach 

Building on the Momentum 
 Winning with Value 
 Winning with Innovation 
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Interconnected Retail  

Creating a Seamless Interconnected Experience 


