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CORPORATE PROFILE Founded in 1978 in Atlanta, Georgia, The Home Depot is now America's
largest home center retailer and is one of the fastest growing retailers in the United States. At the close of fiscal
1990, the Company was gperating 145 warehouse-style stores in 12 states. The average Home Depot store is
approximately 92,000 square fcet, with an additianal 10,000 to 20,000 square {cet of outside selling area. The
stores stock approximately 30,000 different kinds of building materials, home improvement supplies and

lawn and garden products, a large proportion of which are sold to do-it-yourselfers as well as home remodeling
and building maintenance professionals. The Company has been credited with being a leading innovator in

the home center retail industry by combining the economies of scale inherent in a warehouse format with a level
of customer service unprecedented among warchouse-style retailers. The Home Depot is ranked by Fortune

magazine ag one of the nation's 50 Iarg'nnt retailers and I;:}r Business Month as one of America's ;ulteﬂvgmwing’

companies in terms of sales, prolits and return on investment. The Home Depot's stock is traded on the New

York Stock Exi.:hangu under the !ymlml “HD" and is included in the Standard & Poor’s 500 Index.




HELPING TO BUILD THE AMERICAN DREAM

There is, sim l‘.n]y, na place like home. In survey after survey, we Americans rank
home cm-ncrsiuip at the top of our list of the {']'Jings we want, Nea]._‘l}r two-thirds :
of American families own their own homes. While new lw.tusing! starts may be
.;Iv..'i'i\;nir home uu-n;;rs!tip 13 nat. C|u=1r[:,'. owning one’s own home is a fundamen-
tal componert of the American Dream. It derives from our nation’s :Icup!y
rooted belief that individuals are free to live how and where ti:e;.' choose, in their
BERNARD MARCLS

Chairman and Chief Frocutive Officer own homes and on their own land. But home 4.1wuersflip is not
1>|]]_v a [leepl].r ingrained social and cultural value ﬂmong. Americans. It is also, for most, the primary
l:mg-tenn investment of our lives, and an investment we seek to protect above all others. Moreover, it
i3 an investment we are wiﬂing to nurture with our own hands. With a recession ::uf'ficaﬂ}' declared I}}'
the government, and a crisis in the Middle East, this annual report goes to press 1.]1111'11g r.’::ipl.*l.‘iflﬂ}'
trying times, Indeed, the consumer confidence index fell to its lowest level in 11uar|j.f a decade. Despite
these troubles, The Home Depot achieved another year of record success and seems well pﬂsl{'inne:]

for the years ahead. In uncertain times, “hearth and 110:1!4.:, " and the security Ehi.'}-' represent, seem

more important than ever Hy prm'itl'mg homeowners with the slaills, the

confidence and low-cost, ]'Ji_i.'l}-ll_[lld]il'_\r‘ }'-mc]u-.:ts to do it themselves, The

Home |J¢:put is maizing ln:l-lur 11::1J,~'ing more atlordable and acce:—silﬁle, and is
thus ]m]piu_{ more Americans build their version of the American Dream.

ARTHUR M. BLANK
President and L'.f?.-'.-_f.[_:'_p\;r.:.!f-jg [ }_I'?-ll‘cr




The Home Depot’s
financial position remains
solid and reflects the
continued strong &enmri.l:l
for the Company's
krowledgeable service

and quality products

at mr}r&a}r low prices,
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TEN YEAR SELECTED FINANCIAL A.fi_f-b
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By rirl'ua":.-‘ all measures, The Home Depat pn::ler:l another year of record results c]uring fiscal 1990.

Compared to the previous fiscal year, net eamings rose 46%, sales increased 38%, wuightmi average
Tl.'eel:l].' store sales rose 10% and :;umparalylu store-for-store 5.11:_-5, .1r:[iu:==|.ct1 to reflect the first 52 weeks of the
53-week fiscal year, rose 10%. Inventory turnover irtlprmfecl fram 5.9 to 6.0.

[ addition, customer transactions increased 33%, the average customer sale rose 4%, sales per square
foot increased 6%, and the overall amount of store St-."ing_: space increased 11]; 27%.

We opened 27 new stores and relocated one store L[uring fiscal 1990, c]c}sing out the fiscal year with a
total of 145 stores in 12 states.

']111..: Home ]J:-,-put more |:|'l.'!n Juu]a]ul its presence in thc lmrllmastcrn “uilec] States {]uring {iscaI 1990,
opening seven new stores. Despite the uspu:ui.l]ly weak regimml economy in the Northeast, the 12 stores we
now operate there are among the liipjllest sales volume stores in the Company. Their ['lr.‘rrnrr:rmnl::: further encour-
ages us to continue our expansion into the Northeast without t!ula}'. During the 1991 fiscal year, we expect to
open stores in three more northeastern states, Massachusetts, New Hmnpsllire and Mar_l.r]anc',

Our strategy of can nilm]jzing older stores in existing markets continues to :.'ieli.] successful results, In
fiscal 1990, 22 of the 27 stores we openecl, or 81%, were Lfcli]?urah:]y located to draw customers from existing
stores |‘.|-i.-_"ﬂ.|_'|}:l.". While cannibalization has a short-term negative impact on the rate of gmwllu of cnmpam!:]e store '
saIes, the overall IGn:_;f—‘l.‘em‘]_ effocts are positive. Cannibalization enables us to maintain our competitive lead in

pmt'it'ing excellent customer service and increasing our market share. By Incaling a new store on the erip_.'e of the

market area served |33.' an existing store, we are not 1::11.1}* able to relieve sales pressure at Home Depot
o ] 1l : Comparable Store
the older store, we also attract new customers ]J}’ providing them with a more convenient Sales ve. Housing
g
=tarts

slmpping location. In Fact, c!utin; the third and fourth guarters of fiscal 1990, in those - chonge
markets where comparﬂl‘)ie store sales were helow the Company average due to cannibal- i
ization, the averade customer count increased !r}' 20%.

During the fourth quarter of fiscal 1990, we I)egan to implement our “Store
Pm:]uc.;tivit}- Improvement” (SPI) test program. The SPI program involves rclrn[iilim_é

14 13
10
7
existing stores and ]mil:ling new ones with the p!oa.lf of Etreamlining customer and mer- I.
a0 &7 37
ET]
433

:.-l-:amlis:: tluuugluput. So J:ar, we have retrofitted two stores (in Escmltlic]m, L:'alif. and Ft.

Myers, Fla.) and are now building two new stores (in Moreno "n":!"i:y, Calif. and West WM R w0
5 = S q i e B comsacasie Stoe Saies
t*].'lringfieH, Mass.) using SPI concepts. We are experimenting with modified store !.1_'..’- B Housieg s

. ] . : . . Sourcs 5 Commerin Dedatrent
outs, material ]-nand]mg tu:ijnupju:: and operations. Broader roll-out of various com- Cievers Eeceres
ponents of the SP1 program should E‘bcgin during late 1991 when we expect to be able Comparable store sales

- ane mof dlrrdrf-lir related

to assess the impacts of the various SPI concepts tested thus far to housing starts,

'k:"lll‘ |11L'I'1.‘i]:1l]|.{1'.:=iiflg Stﬂ..[i- EUCCL'SSi-LI]]!.' il‘.lt]'ﬂd.l.l[‘ﬁ('l or mpanded a numlaer D£ pro-

grams {]ll]_‘j]'l_-_efl[:ib'\'ﬂ.l 1990, Most of our stores now have full-service l‘].L,‘CL}!‘J.f.iI‘.Ig centers



staffed i:],r pmfessionﬂ interior &esigncrs. In the carpet tlcpartmcnt, we have expant.led our assortment and now
offer installation services in 11 stores. Broader roll-out is being considered. During fiscal 1990, we also signifi-
canﬂ}r expandef.l the assortment of floor and table ia.mps in our |ig|1ting r.lepartment,

During fiscal 1990, we also continued to enhance our information services systems and internal com-
munications capal:ilities. Qur cashiers now scan up to 85% of the items sold. Universal pm&ucf: code scanning
has not -.ml:,r ipeeded customer checkout, it has freed up labor once needed to price and tag merchandise to
provide more customer service, Key information services projects for fiscal 1991 include improved inventory,
store labor management and merchandising systems, a new human resource system, and an electronic data
i.uterc]:nange pilot program. Our Home Depot Television Network (HDTV) is now fu“}r operatiunai and prm:lucef:l
60 training and communications programs during fiscal 1990. In fiscal 1991, HDTV plans to produce approx-
[matel}r 100 programs.

Qur Home Depot credit card program now boasts over 500,000 cardholders and is one of the fastest
growing private label retail credit cards. This translates into more sales since the average customer transaction
with a private label credit card is about double our average customer sale.

Along with all Americans, we look forward to a return to a more robust economy. However, the weak
economy has had several positive effects on The Home Depot. First and foremost, we see increased interest in
dc—il:—}rcrursel{ projects as a way for homeowners to save money. While sales of hasic |Juild[ng materials typiua]l}r
used in new construction have softened, our limited exposure to that market segment has been |a.rgel}r offset ]11,'
strong interest in remoc!e]ing and chxating projects, which genera].ly involve highﬂ—margin merchandise. The
current low turnover of existing huusing seems to be motivating more homeowners to stop (.le£erri.ug long—l:IESi.re{l
home improvements, since — for various reasons — tin:}r are malting decisions to gtay in their homes for a lungrer
perim:l of time. Repair projects, as would be expected, remain steady.

The weak economy has also tended to accelerate the consolidation of the high]}r
;!::fm - ' fmgmented home center :i.ndustr}". This has enabled The Home Depot to gain further market

Eu:l-tnm:r

Tmmmm share. We have also gained new sources of merchandise from vendors who previ-:rusl : relied

on other distribution channels to reach the murl@uipfaﬂe.
1125

| With the signi['icanl downturn in new construction activities, we have also discov-
0

P ered an opportunity to attract construction pm[&ssiuna‘s as store umplo}ruf:s. These peuple

“!l
1I
B8 B9

o

pmvirle excellent project guidance to our customers. Similarly, many unl:leremp]o}-'ed
contractors have entered the remarlu]ing marl-!et, prmri&ing ]al:mr i:argains [or our "]au_v-—ii;—
}rourseif" customers.

In December 1990, we announced that we were consolidating our stores west of

Texas into a new unit, the Western Division. The creation of the division is in lzeeping with

= I

our pl‘lilﬂsﬂpl‘l}f of decentralized decision malzing, which has enahled The Home Depot to
grow successfully while avoiding a chain-store mentality. In that sense, the division's
formation is an urganizalinnni experiment that may t:ucni:ua.ug.' be app]ied to other parts of

the CamPan}n Bill H.ﬂm]inJ l:annerl:-,r vice Presil:lent uf mcrchanclising o£ Tl'le Home Depc}t's



western stores, is now pmi&ent and operating officer of the division. Kurt Pluuf[, formerly g,“{'“ Depat
- ) o
merchandiser for gar:!en and seasonal proc]ucts for our western stores, i3 now vice lm:sidcnt Average Sales
per Square Foot
Dilars

of merchnnclising for the new division.

Qur belief in decentralized tlm:isicrn-ma}ging has also pmmpted us to sp}.it our
Southern Region murchnnclising stall into two redions — Mid-South and Southern - so that
our merchants can remain responsive to their market assignments as we continue to open
new stores. Jesse Behnke was prumutcrl to the position of vice Presidenl of mercl‘].am‘]ising for
the new Mid-South Region. Jesse was most recant]}f the senior lawn and E.'an]en prur.lm:l'ﬁ
merchandiser of that region. The Southern Region merchants are now hased at a new

regional headquarters in Tampa, Fla., headed by Bruce Berg, senior vice president of

- R e,
Be——___ = - "}
Qle====— " =4

- Ry
T ——

merc]:lanljiﬁinﬂ for that region,

During fiscal 1990, Peter Gold inilwcl our Board of Directors. Peter is the former
chairman and CEQ of Price Prislur, Inc., one of the |argest faucet makers in the world
and a key Home Depot supplier. His expertise is invaluable to us. We also welcomed two new officers, W. Andrew
McKenna, senior vice president of information services; and Ted Kaczmarowski, vice president of construction.

Going forward, we expect to open new stores at a maximum rate of 25% per year and continue to re-
model, .:xpaml and relocate our older stores.

For a multitude of r]cnmgraphir:, cultural, social and economic reasons, the tlu-il-}-nurse" market con-
tinues to grow faster than nztai]i.ng overall as well as the economy in geneml. The Home Depot seems extrenwl}*
well pusitiuned to take a(lwmhlgc of these trends in the 1990s.

Innovation will continue to p]a}r a strategic role in our gn:rwl'l:l. Since our inception 12 years ago, we
have alwn}-s tinkered with and rmrnmpcc] all aspects of our business. We have never subscribed to the idea that if
it's not broken, you don't need to fix it. To stay on the leading edge of our industry means fixing things before
they break.

Above all, we believe that our puap]:: are the 1213':_:." to our success and this is reflected in our progressive
corporate culture. Qur umpluywa have a sense of pril:le and crwnersl'lip that is all-too-uncommon in corporate
America tur.ia}r. We encourage free expression, rislz—ta]zing, perscnai initiative and teamwork. These are the kinds
of attitudes and behaviors that foster innovation and success as well as a Ef:irnu]ating worlrplnce. We are grntcfu]
to our 21,500 cmp]n}'ees who have worked hard to [0rgc slrong bonds with our ]o*_ra| customers.

Sincerely,
Berlmlxl a‘.\'lﬂrcuﬂ :'!'er.hur hl. Blﬂ.nk
Chairman and Chisf Executive Officer Presidant and Chisf Operating Officer

March 1, 1991
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And most ruccnfl}u nuul-:ra’r.iu:\_‘ home prices have
raised the l_x-pil;.al American Iami!]."ﬁ a!}[li{'f to [‘Ju}'
a home to the highest level in 13 years. X

Americans, in short, are not 4:11'}' coming
home, they are finding it more allordable to do so.
But llm{ ]mme neerl.-'- some work.

Many of the approximately 14 million
houses huilt in the 1950s are now in need of major
improvements. Yet, ghilled home improvement
labor is cosil_\' and in short sultpl_x-'. and with record

numlwrs {'.-Jr- two-income L‘urlilil:-,—' and 5in-='ll_' heads

of households, there's often no longer anyone at
home during the dn}' to supervise workers.

Lask year, a]_'.uprnximﬂte]}' 75% of home-
owners undertook some kind of t]u-il-}'l.mrél:H
project. lej.' realize ’tlw}r can save tremendous
sums of IMONEY: o labor costs and end up-accom-
|'.uii:=]'.in_g much more t',l}' :](Jing it themselves.
rll]:rr-.' d]:‘u L-n.ju:.' 1l]|.=- galis[ﬂrliun 4:-[‘ |'-1Li]rlinc sOITE-
thing with their own hands, a sllu]rEc E'I]L'asun.' that
is increasingly rare in today’s service economy-
oriented wnrkp]acc.

For these and other reasons, researchers

lmrec]i.;:t |.|1a{ {ln—iL—}rourse” home improvement

expenditures over the next five years will grow at r.- 54 -=.".r.t'.:r'
a relat ix-'-:']v fast n:rlml'.-nnml annual rate of about T
b to 7%, .1]1[:lur1m1m|:L|.1. 20 to 40% ln sher than
t]ae ex[uecter] _gr{:u'n"l'h in retail sales m'eral].
Since its inception, The Homie Depaot
has believed that a little thm'iﬂ]ga goes an espe- e :
The Home Depot

-."L.1l|||1.' Iun_é way in the home improvement bhusi-
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ness, By teaching a customer how to l'ep]au:e a

fo cusfomer

faucet tﬁld-ﬂ:ﬂ you [‘M.';;"'i]'l to impart the skills and

confidence he or she will u\'u'nllm.]l_x' ap}!!y to
undertake a co1111}|e.iv hathroom rf:n'lm!clinp_‘
project. This is what we mean when we say that
at The Home Depot, we grow our business by
growing the market.

To make sure both beginning and ad-
vanced :in-it-}'mn&:u“—urﬁ get the attention {!1l:_l.'
need, The Home Depot makes significant in-
vestments in {Icwinpin; its L‘I1‘I[1]I.1:I.'L'L'E‘ in terms
ol store aperations, project and prm‘luct know-
ledge and the Company's entreprencurial culture.
Trainin:;‘ is done |11|::.-'-|:!j.' i person, hut now also

oy [ o
on ‘t]'H.' '\.i'ﬂ'.l'll'l‘-ﬁl'l:l' s television ]lt‘t“"ﬂTL".

5 PSR

I
and so fodagg «

Housing

:"l.Hn::rr]:tl‘J:i'ity

II:“IE".\.

T4 T w90
Soxroe. e t' Al o

§ ]
After a de

I '
J_|.. e B ‘__-_ the

C SR [ B

Jl'uvll-\.'\ nas .|'|:|I|||I|-|'uI

lo ncrease into

the s

GOIDETY SECFDICES

Number of
Homc nrpnt
Etnm: Rulrrl.'.tll:l:l."
Remodeled!
Exlr.mdul!

aerformance







.w

I I‘llllL'

IE:l\.|N.'Hl:iitl.lrL'H

Im provement




HE RN

How many among us are ever
h’fu’}; ,w“:?e'r',w"‘.irlic.,?“ with our homes?
There {:J"Iu'u:y:' seems to be some-
th ing else we can build, c,\‘p;.m:.?'[ ;
rup;'i:u.: or remodel to make th ings
more comfortable and more con-
ducive to the “Good Li e, as each
.-.JI.""H,-? u{!l,fr}'m..’:-' it. The least expen-
sive, most dramatic and most
;?Lr,t‘-'m"lm' kind -.J__.'"-l"lnmw improve-
ment activity revolves around
r.!rck'cu‘r.r!s'ug. A little paint, pcri'l.'up:'
new cruf;‘rlm_?parr, make a z'lu'g d?:ﬁiu

ence mn a .lli::I,-l.”.i'L‘ s qIPFg’.’ﬂJ‘q!HCG.




