
Date: 11/1/2020 Forward P/E: 8.45
Company Ticker: SPTN Sector Forward P/E: 20.8
Sector: Consumer Staples Market Price: 19.72
Industry: Retail/Wholesale Food Target Price: 26.98

Recommendation: Hold

Company Summary
SpartanNash is a grocery store distributor and retailer. They were formed in 2013 after Spartan Stores
merged with Nash Finch Company. The company’s core business includes distributing food to military
commissaries and exchanges, as well as independent and corporate-owned retail stores located in 47
states. They have experienced 17 consecutive quarters of growth year over year. They have a P/E ratio of
13.62 as of November 1, 2020.

Industry Outlook
The Retail/Wholesale food industry is performing very well during the coronavirus pandemic. This is
likely because consumers are moving away from restaurants and shopping more at grocery stores as they
socially distance. The pandemic seems to be surging with cases going up nationwide, so consumers are
likely to favor retailers over restaurants at least through 2020. As the country works to get back to normal
this trend will likely reverse.

Earnings Forecast

SpartanNash has experienced a huge increase in sales in 2020. We have projected Q3 and Q4 sales based
on the increase in Q1 and Q2 year over year to get to our 2020 sales projection. From there, we expect a
decrease in sales in 2021 to pre-pandemic levels as the country starts to return to normal. Then sales grow
at a 3% rate from 2022-2024. Cost of sales and SG&A stay relatively consistent at around 85% and 13%
of sales, respectively. Interest expense is expected to decrease as SpartanNash continues to pay off debt.
Other expenses were harder to predict, so were projected based on averages of the previous years.



Valuation

We expect long-term growth to settle at the long-term growth rate of the economy, or 3.0%. The discount
rate was solved by using the sector wide forward P/E ratio of 20.8 and the long-term growth rate of 3.5%.
Depreciation was assumed to stay rather consistent as an average of the previous three years. CAPEX is
expected to increase 5% year over year as SpartanNash continues to acquire smaller grocery chains. Net
working capital has consistently been 5-7% of sales and we expect that to continue. The firm paid down
much of its debt in 2020. Debt is expected to increase in subsequent years to fund capital expenditures.

Sensitivity Analysis
Discount Rate: The following tables show the model with the discount rate +/- 1.5%

The discount rate is the greatest assumption in this model. As the above tables illustrate, however, there is
still value in holding SpartanNash stock even if our discount rate varies by 1.5%.



Sales growth: The following shows the model with an estimated increase in sales growth from 2022-2024
from 3% to 5%

Sales growth: The following shows the model with an estimated decrease in sales growth from 2022-2024
from 3% to 1%

The sales growth rate is also a large assumption present in this model. The above tables illustrate,
however, that there is value in holding SpartanNash stock even if the sales growth rate varies +/- 2%.

Conclusion
We recommend holding our stock in SpartanNash. Our model shows the company is undervalued by more
than 40%. The sensitivity analysis supports holding the stock even with variances in assumed sales
growth and discount rates. In addition, CNN Business reports 7 analysts offering 12-month price forecasts
for SpartanNash Co have a median target of 23.00, with a high estimate of 29.00 and a low estimate of
20.00.


