
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
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What’s New? 

 Lowe’s announced a plan to acquire RONA Inc. a Canadian home-improvement chain. 
 
Why is Lowe’s Doing This Deal? 

 Accelerate growth in Canada. 
o LOW’s growth in Canada has been slowed by limited availability of real estate. 
o LOW gains entry to Quebec (25% of Canadian market) where Low has no current 

presence. 

 Limited overlap between existing LOW and RONA stores. 

 Add to size and scale of Lowe’s Canadian business to raise profitability. 

 Combines LOW’s buying power, resources, financial strength with RONA’s local knowledge. 

 Opportunity to bring LOW’s expertise in selling appliances to RONA. 

 Opportunity to bring LOW’s expertise in e-commerce to RONA. 
 
Why Expand in Canada? 

 Fragmented market for home improvement. 

 LOW has posted positive Canadian comps for three years. 

 Canadian home-improvement market estimated at C$ 45 billion. 

 Canadian home-improvement market expected to grow about 3.9% annually from 2014 – 2018. 
 
How Much Is Lowe’s Paying? 

 About $2.3 billion to acquire common and preferred shares from RONA. 
 
 
 
 
 



Didn’t Lowe’s Try to Buy RONA Before? What’s Different Now? 

 LOW made a proposal to RONA in 2012. The RONA board wasn’t interested. 

 RONA leadership became willing to talk over last few months. 

 Now the deal has approval of RONA board and management. 

 LOW believes RONA is a better business now. 
o Restructured operations. 
o Closed unprofitable stores. 
o Acquired some dealer-owned stores. 
o Cut costs. 
o Increased EBITDA 

 
What Would a Combined Business Look Like? 

 C$5.6 billion in pro forma 2015 sales. 
o RONA revenue currently over C$4 billion. 

 Following completed transaction combined Canada operations would be about 7% of LOW’s 
revenue. 

 LOW now operates 42 stores. Plans to open about a dozen stores it acquired from Target in 
calendar 2016 and 2017. 

 RONA had 496 stores – 236 corporate owned, 260 dealer owned. 
o 80 big box stores 50,000 – 165,000 SF 
o 131 stores 10,000 – 50,000 SF 
o 25 contractor stores 5,000 -10,000 SF 
o 9 distribution centers. 

 
What is the Financial Impact for Lowe’s? 

 Deal expected to close in second half of calendar 2016. 

 LOW expects acquisition to be accretive in first full year on a non-GAAP basis that excludes one-
time costs. 

 LOW sees C$ 1 billion in revenue an operating profit opportunities. 
o Omni channel including e-commerce. 
o Add LOW’s expertise in appliances. 
o Leverage supplier relationships. 
o Add more profitable private label products. 
o Eliminate RONA’s costs to be a public company. 

 LOW does not expect credit/debt ratings to be downgraded. 

 Expects to return to leverage target of 2.25x adjusted debt/EBITDAR about a year after 
transition. 

 Some short-term reduction in share buyback right after deal close but increased cash flow 
should benefit buybacks in long term. 

 
 
 
 
 
 
 
 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


