
 
 

 
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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A Potential Catalyst for HD and LOW 

 New research from Joint Center for Housing Studies, Harvard University researcher Abbe Will. 

 “Aging Society and Inaccessible Housing Stock Suggest Growing Need for Remodeling.” 

 The number and share of U.S. households age 65 and over will rise dramatically as the oldest 
members of the baby-boom generation reach retirement age. 

 With age comes the growing presence of disability and problems using home fixtures and 
appliances without assistance. 

 Much of the housing stock is ill-equipped. Less than 1/3 has even basic accessibility features.  

 Of more than 25 million households 65 and over, 44% have need for basic accessibility features 
such as first-floor bedrooms and bathrooms, grab bars in showers, more accessible door 
handles. 

 Many homeowners will “Age in Place” and they will need to retrofit their homes to continue to 
live there in comfort and safety. 

 Construction of new housing is expected to fall considerably short of demand in Northeast and 
Midwest. 

 Given the attitudes of today’s older homeowners, the remodeling industry  

 Harvard cites significant retrofit spending on existing homes. 
o Total home improvement spending by older homeowners could surge by an additional 

$17 billion annually over the next three years.  
 
Comments Relevant to Home Improvement from 1Q earnings calls: 
Home Depot: 

 The housing trends that we see in the market are positive … in some cases above our 
assumptions overall. It’s certainly when home values go up, it gives customer confidence to 
drive into the project business, and when we see home turnover, that generally drives activity as 
well.” 

 



Toll Brothers: 

 “The economy and housing continue on parallel paths of recovery. It appears that the housing 
market is on firm footing and heading in the right direction. As pent-up demand is released, we 
envision a solid recovery for housing.” 

 Yearley, Jr.: “We’ve always said that if the rates tick up slowly because of great economic news, 
which is why they should tick up, we’ll take it all day long. And right now, buyers don’t talk 
about rates. It’s not an issue. They’ve been sitting at this number for so long. So we don’t see it 
as an issue right now for our business.” 

Whirlpool: 

 “From a broader US market perspective, we believe the industry is on track for a multi-year 
recovery as evidenced by our recent increase in the existing home sales. In the first quarter, the 
industry was up 1% and we expect the full year industry to be up around 4%.” 

KB Home: 

 Mezger: “The national economy is continuing to improve with sustained job growth now 
occurring across the country. This improving employment and economic environment is in turn 
contributing to increased consumer confidence, which is currently at one of the highest levels 
reported since 2007. 

 Meanwhile, the housing market also continues its measured recovery. Inventory levels remain 
well below normal, and while there is still price appreciation occurring in most markets, it is at a 
more moderate and sustainable pace. Even with the slight uptick in mortgage rates over the 
past week, affordability remains at compelling levels. The most encouraging statistical trend that 
bodes very well for future housing demand is the dramatic increase now occurring in household 
formation.” 

 Kaminski: “If you think about it, over a 40-year period, the nation averaged 1.2 million 
household formations. From the period of 2008 to 2014, we averaged 500,000, well below 
normal. 

 
What differentiates HD and LOW from other retailers? 

 Less vulnerable to internet competition. 

 Potential tail wind from a housing recovery. 
 
What is the case for additional upside for Home Improvement Retail? 

 Residential investment is still near a 66-year low, at 3.3% of GDP. 
o Well below the average of 4.6% since 1946.  

 Home prices are still below 2006 peak levels and affordability is positive.  

 Nearly two-thirds of U.S. homes are more than 25 years old and likely in need of upgrades and 
repairs. 

 Lowe's is seeing: 
o Signs of modest home price appreciation in mid-sized markets. 
o An increasing customer willingness to invest in home improvement. 
o An uptick in big-ticket projects.  

 The National Association of Home Builders Remodeling Index indicates improving conditions, 
particularly for maintenance and repair.  

 Harvard University's Leading Indicator of Remodeling Activity also points to growth, but at a 
slower rate in the first three quarters of 2015 before accelerating again in 4Q.  

 We believe that these factors point to sustainable growth for HD and Lowe's. 
 



 

 
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. 
 

 


