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FASTENAL COMPANY 
 
 

 

 

 

 
 

Fastenal is a leading distributor of industrial and construction supplies operating through a network of 

3,283 selling locations in twenty-five countries with a primary concentration in North America. The 

company strives to be a provider of end-to-end supply chain solutions through a local market presence. 

 

Founded in 1967, Fastenal rapidly expanded its store presence for over four decades, initially targeting 

small and mid-size communities that were underserved. Starting in 2014, the company shifted its focus 

to an onsite model where Fastenal maintains a presence within customer locations. As part of this 

strategy, over 100,000 industrial vending machines have been deployed over the past decade. 

 

Boasting an enviable growth story spanning over a half century, Fastenal shares have long been assigned 

a premium valuation which has been fully justified in retrospect. This report examines the company’s 

business model and long record of success with a focus on how the recent shift toward the onsite model 

and industrial vending might further solidify the company’s strong moat.
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Introduction 
 

“People think focus means saying yes to the thing you’ve got to focus on. But that’s not what it means at all. It 

means saying no to the hundred other good ideas that there are. You have to pick carefully. I’m actually as proud 

of the things we haven’t done as the things I have done. Innovation is saying ‘no’ to 1,000 things.” 

 

— Steve Jobs 1 

 

Robert Kierlin grew up working in his father’s auto parts store in Winona, Minnesota. After sweeping floors as a 

seven year old, he started to work at the front counter by the time he was eleven. Customers would often ask 

him for fasteners and other parts that were out of stock and he would have to refer them to a nearby hardware 

store which often also did not have the part. This early exposure to the hassle of spotty availability of parts left a 

strong impression on Kierlin and he dreamt of running his own business someday. 

 

By 1967, Kierlin was ready to strike out on his own. Cigarettes had long been available from vending machines 

and offered consumers a great deal of convenience. Kierlin’s idea was to use inexpensive vending machines to 

sell boxes of fasteners. With $31,500 of capital, Kierlin and four of his friends founded Fastenal and started to 

request quotes for vending machines. While waiting for the quotes, Kierlin decided to open a retail store in 

November 1967. The initial target market included farmers, contractors, and the general public. Fastenal’s first 

location resembled a typical small-town hardware store and business was slow. 

 

It quickly became apparent that customers wanted products that could not be dispensed by the vending 

machines which were available at the time. Kierlin and his partners focused on making the initial store successful 

and soon began opening new locations in nearby communities. Two additional stores opened between 1967 to 

1971 and four stores opened from 1972 to 1977. Expansion accelerated rapidly in the late 1970s with fourteen 

openings between 1978 and 1982 followed by 39 openings between 1983 and 1987.2 

 

By 1986, Fastenal had 45 stores and generated $15 million of sales, but limited capital was constraining further 

growth. The company did not have enough cash on hand to maintain optimal amounts of inventory and could 

not take advantage of supplier discounts. Management decided that a public offering of stock would raise 

capital needed to optimize inventory levels and fund expansion.  

 

The IPO took place in August 1987 and raised $5 million. Although this seems like a modest amount of capital, it 

was sufficient to turbocharge growth. In 1992, just five years after the IPO, Fastenal had 200 locations and 

generated $81.3 million of sales.3 By 1997, there were 644 stores that generated $398 million of sales.4 Opening 

new stores continued to be the company’s main growth strategy until 2013 when the store count peaked at 

 
1 The Focus to Say No (Farnam Street) 
2 Fastenal’s 2013 annual report contains many details regarding the company’s history. 
3 Fastenal’s 1994 10-K lists store count and revenue data from 1985 to 1994. 
4 Fastenal’s 1997 10-K 

https://fs.blog/steve-jobs-saying-no/
https://s23.q4cdn.com/591718779/files/doc_financials/2013/2013AnnualReport.pdf
https://www.sec.gov/Archives/edgar/data/815556/0000950131-95-000632.txt
https://www.sec.gov/Archives/edgar/data/815556/0001045969-98-000274.txt
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2,687 locations and the company generated $3.3 billion of revenue. Over the years, management modified the 

retail store model numerous times to make the format more customer friendly. The company’s mostly small-box 

locations had the appearance of a hardware store based on photos included in the annual reports from the mid-

1990s through the early 2010s.  

 

Although the company started as a hardware store catering to retail customers, over time it evolved into a 

leading distributor of industrial and construction supplies. Retail walk-in business became less important 

compared to business-to-business transactions with customers who had established relationships with Fastenal. 

From a strategic perspective, management decided to focus on customers in manufacturing and construction by 

getting as close to them as possible. Does a leading industrial supplier need to continue rapid expansion of 

traditional storefronts with all of the costs associated with a large retail presence? 

 

Starting in 2014, Fastenal’s traditional store count began to shrink. As of September 30, 2022, there were only 

1,716 store locations, down over 36% from the peak at the end of 2013. In place of traditional stores, Fastenal 

began opening locations within customer sites, a strategy that is known as the onsite model. There are now 

1,567 onsite locations and it seems only a matter of time before there are more onsite locations than stores. 

Sales have continued to grow, surpassing $6 billion in 2021 and operating expenses as a percentage of sales has 

declined. Kierlin’s original vision for vending machines is in use at many onsite locations today. 

 

Fastenal’s store network today clearly targets business customers. Many stores have very limited showrooms 

and some operate entirely as fulfillment centers rather than retail locations. Typical hours are Monday to Friday 

from 6:30 am to 4:00 pm. Fastenal’s focus is clearly not on the retail consumer, which would put the company in 

direct competition with big box stores such as Home Depot and Lowes. Instead, management’s singular focus is 

on serving business customers. The onsite model coupled with the store network, distribution centers, and the 

company’s in-house trucking fleet makes it possible to get customers the parts they need when they need them. 

 

Fastenal’s retail locations that are open to the public will not turn away walk-in customers who are looking for a 

part, but management does little to target such customers. In order to execute a strategy of getting closer to 

business customers, it was necessary to de-emphasize the retail footprint and to forego sales to consumers. 

 

Investors who purchased shares in Fastenal’s IPO on August 20, 1987 have been handsomely rewarded. 1,000 

shares of stock purchased for $9,000 in the IPO would have turned into 192,000 split-adjusted shares worth 

$12.3 million by the end of 2021, an annualized return of approximately 23.7%. In addition, a holder of those 

shares would have received $1.7 million of dividends since the IPO.5  

  

This report examines Fastenal’s business model with a focus on the shift toward the onsite model over the past 

decade. Strong past performance is evident based on a study of the company’s operating history, capital 

structure, and capital allocation decisions. These positive attributes of the business have not been ignored by 

market participants who have been willing to pay up for the stock for decades. After examining the business in 

some detail, we will consider whether future growth prospects continue to justify a high valuation.   

 
5 Fastenal’s 2021 Annual Report, page 9. 

https://s23.q4cdn.com/591718779/files/doc_financials/2021/Q4/9706829_2021_AnnualReport_FINAL.pdf
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Business Model 
 
Fastenal has modified its business model over the years, but the core value proposition has remained constant. 

The company’s most important competency involves the efficient distribution of industrial supplies, but 

management has always sought to establish very close customer relationships with the goal of being regarded 

as a trusted end-to-end supply chain partner rather than merely as one of many middlemen. 

 

The vast majority of Fastenal’s business involves procuring industry standard products from suppliers and 

distributing these supplies to customers. In 2021, 96% of net sales were attributable to products manufactured 

by other companies. Fastenal has relationships with a large number of suppliers with no single supplier 

accounting for more than 5% of inventory purchases. However, a large number of suppliers are located in Asia 

with a significant concentration in China. As a result, Fastenal depends on global trade and can be adversely 

impacted by factors such as trade policy, including tariffs, as well as disruptions to global shipping networks.6 

 

Fastenal has operations in twenty-five countries but the business is concentrated in North America. In 2021, 84% 

of revenue was in the United States with an additional 12% in Canada and Mexico. Sales to manufacturers 

accounted for 68.9% of revenue.7 An additional 11.1% of revenue was attributable to the construction industry, 

primarily in the non-residential sector. The remaining 20% of sales are to other resellers, government, 

educational institutions, the transportation and warehousing industries, and to other types of customers, 

including a small amount of retail walk-in business at company stores that are open to the public. 

 

 
Source: Q3 2022 Earnings Call Presentation 

 
6 Unless otherwise specified, all figures cited as current in this section can be found in Fastenal’s 2021 10-K report. 
7 In 2021, 41.9% of Fastenal’s business was categorized as “manufacturing” while an additional 27% was categorized as 
manufacturers of “heavy equipment”. See Fastenal’s Q3 2022 earnings call presentation, page 13.  

https://rationalwalk.com/wp-content/uploads/2022/11/FAST-2022-Q3-Presentation.pdf
https://www.sec.gov/Archives/edgar/data/815556/000081555622000009/fast-20211231.htm
https://rationalwalk.com/wp-content/uploads/2022/11/FAST-2022-Q3-Presentation.pdf
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In addition to its primary business as a distributor, Fastenal has nine manufacturing facilities, with six located in 

the United States and one each in the United Kingdom, the Czech Republic, and Malaysia. The sale of 

manufactured, modified, or repaired products accounts for just 4% of sales but, more importantly, serves as an 

important point of differentiation because it helps to fulfill the company motto of “making the unavailable part 

available.”8 Fastenal’s annual reports are full of anecdotes about going the extra mile when customers run into 

difficult situations, whether it involves fabricating a critical non-standard fastener holding up an assembly line or 

delivering key pieces of equipment. Here is an example from the 1996 letter: 

“A customer in Ohio needed 75 large non-standard bolts within 26 hours. While they were being 
fabricated in Chicago, our people drove during the night to get the special parts and returned within 25 
hours. Another customer on a Friday needed a stocked trailer on a job site the following Monday. Our 
people located a 45-foot trailer and installed racks and bins with the accompanying inventory over the 
weekend. And to close the year out, on December 31, our people in a Colorado store left at 3:30 a.m. to 
pick up a piece of equipment in Wyoming that a customer needed for a job.” 9  

Fastenal reports results in a single segment, so we are not provided with granular data for operating income and 

margins for the distribution and manufacturing businesses. However, management indicates that the company 

engages in manufacturing “primarily as a service to our customers” which suggests that the primary motivation 

for maintaining manufacturing capability is to deepen existing distribution relationships and encourage 

customers to view Fastenal as their primary source of supplies rather than merely as one of many middleman. 

 

Fastenal maintains a large network of highly automated distribution centers. The North American network has a 

total of fifteen geographically dispersed distribution centers, with twelve in the United States, two in Canada, 

and one in Mexico. In addition, there is a small distribution center in the Netherlands and a local redistribution 

center in China. In total, these distribution centers provide 4.9 million square feet of capacity. Eleven 

distribution centers operate automated storage and retrieval systems which account for 95% of total picking 

activity. Automation increases the density of inventory in warehouses and reduces labor requirements.10   

 

The company maintains an extensive fleet of semi-trucks, vans, and pickup trucks that make it possible for 90% 

of product tonnage to be shipped using Fastenal trucks. This provides management with direct control over 

distribution of products to the company’s network of local inventory fulfillment terminals and 3,283 selling 

locations. Inventory is picked and packed during day shifts at distribution centers which are strategically located 

to allow for overnight deliveries to selling locations two to five times per week. Over 80% of locations receive 

deliveries four to five times per week, usually before opening for business. In order to utilize its trucking capacity 

more fully, Fastenal set up Blue Lane Freight, a common carrier that provides less-than-truckload service.11   

 
8 In 2021, approximately 96% of net sales were attributable to products manufactured by other companies with the 
remaining 4% attributable to products Fastenal manufactured, modified, or repaired. Management expects manufacturing 
to contribute between 4-6% of sales in the future. Source: 2021 10-K 
9 Fastenal 1996 Annual Letter 
10 Fastenal has published a video showing how its automated distribution centers operate.  
11 The Blue Lane Freight section of the Fastenal website provides further details on the company’s LTL carrier services. 

https://www.sec.gov/Archives/edgar/data/815556/000081555622000009/fast-20211231.htm
https://s23.q4cdn.com/591718779/files/doc_financials/1996/1996-Annual-Report.pdf
https://www.youtube.com/watch?v=ISA65sKqB6M
https://www.fastenal.com/fast/blue-lane-freight
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Now that we have a high level background regarding procurement and distribution, let’s turn our attention to 

how Fastenal gets close to the customer. Historically, Fastenal’s growth strategy involved rapid expansion of the 

store network, first to smaller communities and eventually to larger metropolitan regions. At the end of 2021, 

52% of sales were in larger metropolitan areas with a population of over 500,000 while 21% of sales were in 

small metropolitans areas, and 27% of sales were in smaller towns and rural communities.   

 

While the retail store network achieved its goal of being near customer locations, in 1992 management began 

experimenting with creating Fastenal locations within customer sites. These locations are not open to the 

general public and are tailored to the inventory requirements of a specific customer. By embedding its presence 

within a customer site, Fastenal is able to not only fulfill supply requirements but to have a direct window into 

business conditions and inventory replenishment needs. In addition, onsite locations are far more capital-light 

than stores. The main investment in an onsite location is comprised of inventory that Fastenal maintains for the 

customer and vending machines. The fixed costs associated with a store presence are dramatically reduced.  

 

From 1992 to 2013, the onsite model existed but management continued to expand the retail store presence as 

its primary growth strategy. A major shift took place starting in 2014 when management decided to emphasize 

onsite locations as the company’s growth driver. After decades of expansion, the retail store footprint peaked at 

2,687 locations at the end of 2013. Since then, the store count has declined to 1,716 as of September 30, 2022. 

Management now refers to retail “stores” as “branches”, and we will adopt the same terminology. Together, 

branch and onsite locations are referred to as “in-market” locations. 

 

The exhibit below shows the number of branch and onsite locations since the shift toward the onsite model that 

began in 2014. While management states that although the onsite strategy may “influence” the trend in the 

traditional branch count over time, onsite expansion is not the “primary reason” for closings. However, at least 

in North America, it is quite apparent that the onsite expansion has reduced the need for many local branches.  

 

 
Data sources: 10-K reports for annual data. Q3 2022 earnings call presentation slides (appendix) for 9/30/22 data. 

9/30/22 12/31/21 12/31/20 12/31/19 12/31/18 12/31/17 12/31/16 12/31/15 12/31/14

Branch Locations

  United States 1,402       1,476       1,689       1,806       1,924       2,076       2,194       2,320       2,336       

  Canada 173          179          183          186          195          198          200          202          

  Mexico and Caribbean 71            66            64            60            61            60            55            52            

  Central & South America 5               5               6               6               6               8               9               9               

  Asia 20            19            14            14            14            17            17            17            

  Europe 48            45            41            37            29            24            20            20            

  Africa -           -           -           -           2               2               1               1               

Total Branch Locations 1,716      1,793      2,003      2,114      2,227      2,383      2,503      2,622      2,637      

Onsite Locations

  United States 1,289       1,173       1,044       925          732          

  Canada 89            81            71            60            

  Mexico and Caribbean 100          93            82            73            

  Central & South America 15            15            9               8               

  Asia 17            12            11            9               

  Europe 22            20            16            12            

  Africa -           -           -           -           

Total Onsite Locations 1,567      1,416      1,265      1,114      894          605          401          264          214          

In-Market Locations (Sum of Branch and Onsites) 3,283      3,209      3,268      3,228      3,121      2,988      2,904      2,886      2,851      

236          

78            

212          

66            

605          401          264          214          
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Although the vast majority of Fastenal’s business is with established customers, branch locations traditionally 

supported walk-in retail sales to the general public. Such locations underwent several evolutions over the years 

meant to make the shopping experience more customer friendly. Traditional branches are typically small format 

stores between 3,000 to 20,000 square feet and often located in strip malls or industrial areas. Today, locations 

that feature showrooms serving the general public are referred to as Customer Service Branches (CSBs) and 

have the appearance of hardware stores. At the end of 2021, 35% of branches operated as a CSB. 

 

The other 65% of branch locations function as Customer Fulfillment Centers (CFCs) which typically have a limited 

showroom but function primarily as an industrial supply house with a focus on stocking inventory specific to 

nearby customers. The pandemic prompted conversions of branch locations from CSBs to CFCs as management 

decided to close the front doors of many branches and focus staff on fulfillment and delivery of orders to nearby 

customers with whom they had an existing relationship. The success of the pandemic-driven shift to CFCs 

resulted in retention of that operating model even after lockdowns ended and distancing requirements eased. 

 

The onsite model deserves our attention given its increasing importance over the past eight years. In 2014, 

there were 214 onsite locations which were responsible for 10.4% of sales. The onsite count rose to 1,416 

locations in 2021 responsible for 31.6% of sales. The following exhibit shows key statistics that reveal the 

growing importance of the onsite model: 

 

 
Source: Fastenal’s 10-K reports  

We can see that productivity of the branch network has significantly increased as measured by average sales per 

branch per month which rose from $101,000 in 2014 to $163,600 in 2021. Many of the closed branches were 

converted to the onsite model and those that remain have pulled up the average productivity of the branch 

network as a whole. At a surface level, we can see what looks like the opposite trend for onsite locations. As the 

number of onsites increased, average sales per onsite location per month fell from $157,600 in 2014 to 

$118,000 in 2021. Early onsite locations tended to be in customer locations that had higher volume. Over time, 

management has expanded the onsite model to smaller customers with a lower level of spending. 
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It is important to note that Fastenal retains ownership of inventory within onsite locations even though the 

inventory is within a customer location. This is actually a core part of the overall customer value proposition. 

Fastenal retains the value of inventory on its books until the moment the customer takes the inventory from a 

bin or vending machine. In many cases, inventory is actually located on an assembly line and the customer’s 

employees are literally taking the inventory from bins placed next to the line and using that inventory 

immediately. This takes “just in time” inventory to a new level since, for such parts, the customer never has any 

inventory on its books at all before the supplies are consumed in manufacturing or construction.  

 

How is the onsite model actually implemented? The company refers to its onsite customer inventory 

management model as Fastenal Managed Inventory (FMI). FMI seeks to provide customers and Fastenal with 

near-time or real-time visibility into product inventory levels, usage, spending, and replenishment needs. 

Depending on the customer’s specific requirements and layout, inventory can be managed in three ways: 12 

 

1. FASTStock is a stocking service where manual bins are maintained. Inventory is monitored visually by 

the customer as well as Fastenal staff with replenishment orders submitted when parts fall below a 

certain minimum threshold. The onsite model was initially launched using manual bins. 

 

2. FASTBin is similar to FASTStock except technology is used to provide constant electronic monitoring of 

the inventory level of parts as well as automation of reordering when inventory gets below a minimum 

level. Bluetooth enabled devices use either RFID, infrared, or weighted scales to measure and monitor 

inventory. Fastenal provides software allowing its employees as well as the customer to have 24/7 real-

time monitoring capabilities as inventory is consumed in production. 

 
3. FASTVend represents the company’s investment in over 100,000 vending machines deployed at 

customer locations. Fastenal provides over twenty types of devices that offer secure inventory control. 

Vending machines can use the coil-type mechanisms that we’ve all seen in typical snack vending 

machines, but can also use sensors or lockers depending on the product’s dimensions and weight.  

  

In 2020, management began reporting sales figures for products sold using FMI technology: 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

 
12 Fastenal’s website contains overviews of FMI Technology, FASTStock, FASTBin, and FASTVend including several videos. 

https://www.fastenal.com/fast/services-and-solutions/fmi-technology
https://www.fastenal.com/fast/services-and-solutions/faststock
https://www.fastenal.com/fast/services-and-solutions/fastbin
https://www.fastenal.com/fast/services-and-solutions/fastvend
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The percentage of sales made through FASTStock, FASTBin, and FASTVend has been increasingly rapidly and 

management believes that this trend will continue, possibly rising to 70% of sales eventually.13 We should note 

that Fastenal bears the cost of installing devices and targets monthly revenue per device ranging from $1,000 to 

over  $3,000. As with any form of automation, the capital cost of purchasing and maintaining these machines is 

offset by lower labor costs due to less need for manual inventory counts and replenishment monitoring.  

 

Until the early 1990s, Fastenal primarily sold threaded fasteners. Starting in 1993, the company began adding 

product lines as a means of diversification and growth. Over time, fasteners shrank from a dominant share of 

sales to roughly one-third of sales. Threaded fasteners are known to carry very high gross margins compared to 

other product lines, so over time margins have come under pressure as fasteners declined relative to other lines. 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

Fastenal’s business model has increasingly shifted from retail branches to onsite locations, and within onside 

locations, technology has been leveraged to make the business less labor intensive. Although a relatively crude 

measure, we can see this efficiency trend represented by total sales per employee in the exhibit below.  

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

As we will see in the next section covering the company’s operating history, shifts in the business model over 

the past decade have tended to pressure gross margin but operating margins have held up well due to greater 

scale and efficiency. Operating expenses have been held down over the years, and one reason is that employee 

growth has not risen commensurately with sales volume. 

 
13 William Blair 40th Annual Growth Stock Conference presentation, June 10, 2020. 

https://rationalwalk.com/wp-content/uploads/2022/11/FAST-WilliamBlair-Aug2020.pdf
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Fastenal believes that the total addressable market for its business strategy is approximately $140 billion which 

would imply that there are significant growth opportunities given the company’s revenue of $6 billion in 2021. 

Management often refers to its vision for Fastenal when the company achieves annual revenue of $10 billion, 

although no projections are made regarding when that revenue level might be achieved. 

 

The market for industrial supplies is fragmented and competitive. Although being competitive on cost is 

important, Fastenal aims to compete based on providing a differentiated level of service for its customers, 

primarily by maintaining a large number of branch locations that cannot be easily replicated by competitors:   

“We believe that better service, and a competitive selling advantage, can be provided by maintaining a 
physical selling and stocking presence closer to the customers' location(s). As a result, we maintain 
branches in small, medium, and large markets, each offering a wide variety of products. The 
convenience of a large number of branches in a given area, combined with our ability to provide 
frequent deliveries to such branches from centrally located distribution centers, facilitates the prompt 
and efficient distribution of products. We also believe our FMI solutions, supported by an in-market 
location, provides a unique way to provide our customers convenient access to products and cost 
saving solutions using a business model not easily replicated by our competitors. Having trained 
personnel at each in-market location also enhances our ability to compete.”14 

Grainger is usually cited as Fastenal’s most significant competitor. A complete description of Grainger is beyond 

the scope of this report, but it is useful to point out a few facts based on the company’s latest annual report. 

Grainger posted $13 billion of sales in 2021, but the business is characterized by lower margins compared to 

Fastenal.15 Fastenal’s branch network consists of a large number of relatively small locations of 3,000 to 20,000 

square feet dispersed in small, medium, and large communities with the intention of being very close to 

customer locations. In contrast, Grainger has 246 branches with locations up to 109,000 square feet.  

 

Grainger’s strategy involves providing “high-touch” solutions for larger businesses using many of the same 

approaches as Fastenal, albeit through a more limited network of branches. For smaller businesses, Grainger has 

an “endless assortment” of over 30 million products that are offered primarily online. Grainger reports results 

for the “high touch” and “endless assortment” businesses in separate segments. As we might suspect, operating 

margins are higher in the “high touch” segment, which is more comparable to Fastenal’s business, and lower in 

the ”endless assortment” segment which has commodity-like features.  

 

Now that we have a general sense of Fastenal’s business and the competitive environment, let’s turn our 

attention to the financial results delivered by company over the past several years, with a particular focus on 

how management navigated the shock of the COVID pandemic.  

  

 
14 Fastenal’s 2021 10K, p. 12 
15 Grainger had $13 billion of net sales in 2021 with gross margin of 36.2%, operating margin of 11.9% and net margin of 
8.6%. In comparison, Fastenal had $6 billion of net sales in 2021 with gross margin of 46.2%, operating margin of 20.3% and 
net margin of 15.4%. Fastenal’s margin profile is discussed in more detail in the operating history section of this report. 

https://www.sec.gov/Archives/edgar/data/815556/000081555622000009/fast-20211231.htm
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Operating History 
 

The previous section provided an overview of Fastenal’s business model along with quantitative measures 

needed to understand how management’s strategy has shifted over the past decade. The most important 

strategic shift was the identification of the onsite model as a growth driver and the simultaneous expansion of 

onsite locations and contraction of traditional branch locations that has taken place since 2014. Automation has 

also been a major story of the past decade, both at Fastenal’s distribution centers as well as at onsite locations 

with the aggressive introduction of FASTBin and FASTVend. Product mix has also evolved over time, with less 

reliance on the traditional fastener line and recent gains in safety products prompted by the pandemic. 

 

From a high level perspective, the combination of these strategic moves has resulted in gross margin 

compression that has been offset by efficiency-driven improvements in operating expenses. The result has been 

that the company’s operating margin prior to 2014 has remained intact in spite of gross margin compression. As 

a result of the corporate income tax cut that took effect in 2018, net margins have increased substantially. 

 

In this section, we begin with a multi-year examination of Fastenal’s operating history with a focus on how the 

longer-term trends show up in the numbers. Then, we take a closer look at quarterly results over the past four 

years in order to study how the pandemic impacted Fastenal’s results.  

 

The following exhibit shows Fastenal’s operating history over the past decade: 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

From 2011 to 2022, net sales grew at an annualized rate of 8.1% while gross profit grew at 6.8% as gross margin 

compressed during this timeframe. Operating income grew at an annualized rate of 7.8% as operating margin 

held relatively constant. Net income grew at an annualized rate of 10% with higher interest expense more than 

offset by lower income tax expense due to the corporate income tax cut that took effect in 2018. 

 

The exhibit on the next page shows Fastenal’s gross margin from 2005 through the first nine months of 2022. 

Prior to 2014, gross margin was typically slightly above 50%. This trend predates the data shown in the chart. In 

1992, the year before Fastenal began diversifying its product line beyond threaded fasteners, gross margin was 

53.8%. Since fasteners represent the company’s highest margin line, new categories were sure to lower gross 

Figures in thousands except per share amounts 9/30/22 9/30/21 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011

Net sales 5,285.0   4,479.0   6,010.9  5,647.3  5,333.7  4,965.1  4,390.5  3,962.0  3,869.2  3,733.5  3,326.1  3,133.6  2,766.9  

Cost of sales 2,837.6   2,414.7   3,233.7  3,079.5  2,818.3  2,566.2  2,226.9  1,997.2  1,920.3  1,836.1  1,606.7  1,519.1  1,332.7  

Gross profit 2,447.4   2,064.3   2,777.2  2,567.8  2,515.4  2,398.9  2,163.6  1,964.8  1,948.9  1,897.4  1,719.4  1,614.5  1,434.2  

Operating and administrative expenses 1,326.7   1,147.8   1,559.8  1,427.4  1,459.4  1,400.2  1,282.8  1,169.5  1,121.5  1,110.8  1,007.4  941.2     859.4     

(Gain) Loss on sale of property and equipment -           -           -          (1.4)         (1.2)         (0.5)         (1.0)         (0.5)         (1.4)         (1.0)         (0.6)         (0.4)         0.2          

Operating income 1,120.7   916.5      1,217.4  1,141.8  1,057.2  999.2     881.8     795.8     828.8     787.6     712.7     673.7     574.6     

Interest income 0.4           0.1           0.1          0.6          0.4          0.4          0.4          0.4          0.4          0.8          0.9          0.5          0.5          

Interest expense (9.3)          (7.3)          (9.7)         (9.7)         (13.9)      (12.6)      (9.1)         (6.5)         (3.1)         (0.9)         (0.1)         -          -          

Earnings before tax 1,111.8   909.3      1,207.8  1,132.7  1,043.7  987.0     873.1     789.7     826.1     787.4     713.5     674.2     575.1     

Income tax expense 270.5      215.5      282.8     273.6     252.8     235.1     294.5     290.3     309.7     293.3     264.8     253.6     217.2     

Net earnings 841.3      693.8      925.0     859.1     790.9     751.9     578.6     499.4     516.4     494.2     448.6     420.5     357.9     

Diluted shares  (adj. for 2:1 split in 2011 & 2019) 576.6      576.9      577.1     575.7     574.4     574.3     576.7     578.4     584.0     594.6     595.4     594.3     590.1     

Diluted net earnings per share 1.46         1.20         1.60        1.49        1.38        1.31        1.00        0.86        0.88        0.83        0.75        0.71        0.61        

Nine Monhts Ended Fiscal Years ending on December 31
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margin, but this effect was muted for many years.16 From year to year, gross margin can vary due to fluctuations 

in the cost of inventory. Fastenal’s main value proposition for customers is to have plentiful inventory on hand 

at all times. This can result in a headwind for gross margin during periods of deflation and a tailwind in periods 

of inflation. However, the bottom line is that gross margin was steady in the low 50% range for many years. 

 

 
Starting in 2014, we can see gross margin start to decline, bottoming at 45.5% in 2020. As we saw in an exhibit in 

the business model section, threaded fasteners as a percentage of sales declined from 46.9% in 2011 to 33.3% 

of sales in 2021. During the same period, safety supplies grew from 7.9% of sales to 21.2%. Safety supplies were 

particularly strong during the pandemic in 2020 and have remained strong since then. The lower margin profile 

of safety supplies relative to fasteners accounts for a significant portion of the gross margin decline. 

 

Another factor behind the gross margin trend is the increasing importance of the onsite model. New onsite 

locations typically shift revenue from an existing branch location and involve larger customers. The sales mix at 

onsite locations tends to produce a lower gross margin than at branch locations. As we saw in the business 

model section, onsite locations as a percentage of sales rose from 10.4% in 2014 to 31.6% in 2022.  

 

As discussed in the business model section, Fastenal’s shift to the onsite model has fundamentally changed the 

profile of operating expenses. This has allowed the operating margin profile to exhibit far more stability than 

gross margins. Operating and administrative expenses as a percentage of sales fell from 31.1% in 2011 to 25.9% 

in 2021, and have fallen further to 25.1% for the first nine months of 2022.  

 

The exhibit on the following page shows operating margin from 2005 through the first nine months of 2022. We 

can see that operating margin took a dip during the recession following the financial crisis of 2008 and then 

 
16 A 2014 article describes a meeting between Fastenal’s then-CEO, Will Oberton, and Warren Buffett where Oberton said 
that threaded fasteners can carry margins of up to 80%. 

https://bambooinnovator.com/2014/03/12/fastenals-ceo-sweats-the-small-stuff-will-oberton-climbed-fastenals-ranks-by-sticking-with-basics-and-solving-problems-creatively-even-warren-buffett-is-impressed/
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rebounded to 21-22% in the years prior to the shift toward the onsite model in 2014. In contrast to the more 

significant drop in gross margin starting in 2014, operating margin held up quite well due a more efficient cost 

structure. This was driven not only by the lower costs due to inherent efficiencies of onsite locations relative to 

branch location, but also due to efficiencies in distribution brought about by automation. 

 

 
In the third quarter 2022 conference call, Fastenal CEO Dan Florness made the following comments about the 

company’s gross margin profile and recent trends in operating expenses: 

“The -- one thing that is a positive, despite what it looks like in the numbers, it’s a positive and that is 
the pre-pandemic margin profile of the business has reemerged. And back in 2016 and 2017 and 2018 
when we were really telling the story of how we thought our growth was going to change in the future 
and those will be much more Onsite driven, it changes the profile of your gross margin, but it also 
changes the profile of your operating expenses. And we felt, over time, that was a great trade-off, 
because ultimately, it’s about the level of profit and return you can generate and this is a faster way to 
grow and a better way to develop your talent and be special in the marketplace.” 17 

From reading through shareholder letters since the strategic shift toward the onsite model, it is apparent that 

management’s guidance regarding operating expense trends have been consistent over time and we have seen 

increases in the efficiency of the cost structure materialize.  

 

Fastenal’s net income has benefited from a tailwind due to the 2018 corporate income tax cut. From 2013 to 

2017, the effective tax rate averaged 36.5%. From 2018 to 2021, the effective tax rate averaged 23.9%. The 

share count has declined slightly resulting in annualized earnings per share growth of 10.1% from 2011 to 2021 

compared to net income annualized growth of 10%.  

 
17 Third quarter 2022 conference call transcript, October 13, 2022 

https://roic.ai/transcripts/FAST?y=2022&q=3
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Let’s take a closer look at operating results on a quarterly basis since 2019. Although Fastenal’s business has 

some seasonality, there would be no particular reason to study quarterly trends in this report if it was not for 

the pandemic that resulted in massive business disruptions starting in the first quarter of 2020. It is important to 

examine the pandemic period to gauge the robustness of the business, management’s agility in responding to a 

shock, and to assess whether there have been any long-run impairments. 

 

The following exhibit shows Fastenal’s results on a quarterly basis starting in 2019:  

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

There were two major factors that helped the company weather the pandemic storms. First, management 

shifted its branch model toward Customer Fulfillment Centers (CFCs) from Customer Service Branches (CSBs) 

which were described in the business model section. CFCs have less of a customer facing presence and run at a 

lower cost than CSBs. With 65% of branches still operating as CFCs, the cost structure has benefited beyond the 

mandated lockdown period. Second, while product categories related to industrial production and construction 

declined in 2020, this was offset by the sale of safety supplies including personal protective equipment. We can 

see the effect of this product shift in drop in gross margin from 46.6% in Q1 2020 to 44.5% in Q2 2020.  

 

The following exhibit shows sales by product line by quarter. The precipitous drop in many categories between 

the first and second quarters of 2020 is evident, along with the jump in safety supplies. The pre-pandemic 

product mix re-emerged in 2021, although safety supplies are still running at a slightly higher level than in 2019. 

This shift in product mix continues to exert downward pressure on gross margin. 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

Figures in thousands except per share amounts 9/30/22 6/30/22 3/31/22 12/31/21 9/30/21 6/30/21 3/31/21 12/31/20 9/30/20 6/30/20 3/31/20 12/31/19 9/30/19 6/30/19 3/31/19

Net sales 1,802.4     1,778.6  1,704.1  1,531.8  1,554.2  1,507.7  1,417.0  1,358.0  1,413.3  1,509.0  1,367.0  1,276.9  1,379.1  1,368.4  1,309.3  

Cost of sales 975.9         951.0     910.8     818.9     834.0     807.0     773.6     739.2     772.7     837.4     730.2     678.5     728.0     727.2     684.6     

Gross profit 826.5         827.6     793.3     712.9     720.2     700.7     643.4     618.8     640.6     671.6     636.8     598.4     651.1     641.2     624.7     

Operating and administrative expenses 447.3         444.2     435.3     412.0     401.8     382.9     363.1     354.7     351.5     355.3     365.9     359.9     369.2     366.7     363.6     

(Gain) Loss on sale of property and equipment -             -          -          -          -          -          -          (0.3)         (1.0)         0.3          (0.4)         (0.4)         -          (0.5)         (0.3)         

Operating income 379.2         383.4     358.0     300.9     318.4     317.8     280.3     264.4     290.1     316.0     271.3     238.9     281.9     275.0     261.4     

Interest income 0.2             0.1          0.1          -          0.1          -          -          0.3          0.1          0.1          0.1          0.1          0.1          0.1          0.1          

Interest expense (4.1)            (2.8)         (2.4)         (2.4)         (2.4)         (2.6)         (2.4)         (2.5)         (2.6)         (2.4)         (2.2)         (2.6)         (3.6)         (3.7)         (4.0)         

Earnings before tax 375.3         380.7     355.7     298.5     316.1     315.2     277.9     262.2     287.6     313.7     269.2     236.4     278.4     271.4     257.5     

Income tax expense 90.7           93.6        86.1        67.3        72.6        75.5        67.3        66.1        66.1        74.8        66.6        57.7        64.9        66.8        63.4        

Net earnings 284.6         287.1     269.6     231.2     243.5     239.7     210.6     196.1     221.5     238.9     202.6     178.7     213.5     204.6     194.1     

Diluted shares  (adj. for 2:1 split in 2019) 574.7         577.4     577.6     577.7     577.3     577.0     576.5     576.4     576.1     575.0     575.3     575.6     574.4     574.6     573.0     

Diluted net earnings per share 0.50           0.50        0.47        0.40        0.42        0.42        0.37        0.34        0.38        0.42        0.35        0.31        0.37        0.36        0.34        

Gross margin 45.9% 46.5% 46.6% 46.5% 46.3% 46.5% 45.4% 45.6% 45.3% 44.5% 46.6% 46.9% 47.2% 46.9% 47.7%

Operating margin 21.0% 21.6% 21.0% 19.6% 20.5% 21.1% 19.8% 19.5% 20.5% 20.9% 19.8% 18.7% 20.4% 20.1% 20.0%

Net margin 15.8% 16.1% 15.8% 15.1% 15.7% 15.9% 14.9% 14.4% 15.7% 15.8% 14.8% 14.0% 15.5% 15.0% 14.8%

Fiscal Quarters Ending On



P a g e  | 17 

 

© Copyright 2022 by The Rational Walk LLC                                                                                    November 26, 2022 

17 

Capital Structure 
 
Fastenal strives to be a “supply chain partner” for its customers which requires a robust infrastructure for 

procurement and distribution of products as well as a significant ongoing investment in inventory. Balance sheet 

information for the past sixteen years can be found in the financial statements section of this report. The 

following exhibit is a graphical representation of Fastenal’s balance sheet as of September 30, 2022: 

 

 
 

We can see that inventories and trade accounts receivable account for 60% of assets, with net property and 

equipment at 22% of assets. Fastenal’s investment in inventory is best viewed as part of the company’s value 

proposition to customers. By accepting the need to carry significant inventory and receivables on its balance 

sheet, Fastenal reduces the need for customers to carry inventory on their balance sheets. The relentless drive 

for efficiency has led manufacturers to pursue “just in time” inventory models in order to reduce working capital 

needs. However, limited inventory increases the risk of supply chain disruptions, and it is Fastenal’s job to use its 

balance sheet and distribution infrastructure to ensure a reliable flow of supplies to customers. 

 

Until 2014, assets were funded entirely with shareholders’ equity reflecting a balance sheet that was the 

product of the conservative nature of founder Robert Kierlin and Fastenal’s early investors. Starting in 2014, the 

company has used a modest amount of leverage, taking on debt that can be viewed as primarily facilitating a 

modest share repurchase program, as we will discuss in more detail in the capital allocation section.  

 

Fastenal’s investment in working capital is something that the company monitors carefully. Carrying inventory 

exposes the company to the risk of write-downs in cases when customer demand shifts in unexpected ways.18 

 
18 For example, during the pandemic, Fastenal acquired significant amounts of personal protective equipment in high 
demand by customers. Masks were in short supply early in the pandemic and Fastenal found sources of supply and stocked 
up on inventory. As masks became more available in late 2020 and early 2021, the market price for masks declined and 
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Historically, the company has managed customer receivables well, with bad debt averaging $8 million per year 

in the ten year period from 2012 to 2021. The following exhibit displays Fastenal’s trade working capital on a net 

basis over the past decade. Trade working capital is arrived at by adding inventory and accounts receivable and 

subtracting accounts payable. Typically, trade working capital has averaged slightly over 50% of total assets. 

Fastenal typically turns over its inventory slightly more than twice per year (2.3x for 2021). 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

Despite investments in trade working capital and the physical infrastructure needed to distribute products to 

customers, Fastenal has posted very attractive return on equity and return on total capital figures, and these 

metrics have been improving in recent years due to improvements in operating income and a lower tax rate: 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

As of September 30, 2022, Fastenal had $3,161.2 million of shareholders equity and $555 million of debt on the 

balance sheet. The following exhibit shows Fastenal’s current debt outstanding: 

 

 
Source: Fastenal’s Q3 2022 10-Q Report 

 
Fastenal took a $7.8 million write-down for mask inventory in Q1 2021. At the 2022 annual meeting, Fastenal’s CEO Dan 
Florness defended the company’s actions, indicating that this type of write-down risk is accepted to better serve customers. 

https://www.sec.gov/Archives/edgar/data/815556/000081555622000041/fast-20220930.htm
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Fastenal has drawn $225 million of a $835 committed unsecured revolving credit facility with an uncommitted 

option to increase the facility to $1.2 billion. The senior unsecured promissory notes have been issued under a 

master note agreement with an aggregate borrowing capacity of $900 million, although the institutional 

investors providing funding have not committed to purchase additional debt. The notes carry a fixed interest 

rate. Interest expense was $9.7 million in 2021 and $9.3 million for the first three quarters of 2022. 

 

While Fastenal clearly does not need any debt in its capital structure, the modest use of debt that has been used 

is not problematic and has allowed management to modestly increase the return of cash to shareholders in the 

form of dividends and repurchases, as we discuss in more detail in the next section.  

 

The financial statement section at the end of this report contains balance sheet information on a quarterly basis 

from December 31, 2018 to September 30, 2022. Fastenal’s business is characterized by sufficient stability and 

the balance sheet is conservative, but it is worth examining how management handled the period surrounding 

the onset of the pandemic in the first quarter of 2020.  

 

The exhibit below shows selected data from the balance sheets over the past twelve quarters: 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 

As discussed in the operating history section, Fastenal’s mix of business changed during the early part of the 

pandemic. An industrial decline resulted in lower sales for fasteners and most other product categories but 

safety and janitorial supplies were in high demand. This resulted in trade working capital increasing in the first 

and second quarters of 2020 before contracting in the third and fourth quarters.  

 

Trade working capital as a percentage of total assets fell from 50% at the end of Q1 2020 to 47.6% at the end of 

Q1 2021 before rising steading over the subsequent six quarters to end at 54.3% of total assets at the end of Q3 

2022. Inventory turns averaged 2.3x in the quarters after the pandemic started, quite similar to historical 

averages. Overall, Fastenal’s balance sheet held up well over the course of the pandemic. 
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Capital Allocation 
 
Let’s begin our review of Fastenal’s capital allocation by examining cash flow from operations, capital 

expenditures, and free cash flow over the 12 ¾ year period from 2012 to Q3 2022. Looking at cash flow data 

over a long period of time helps to reveal underlying economic characteristics of the business and smooths out 

factors that may impact individual reporting periods. For complete cash flow statements since 2007, please refer 

to the financial statements section at the end of this report.19 

 

The exhibit below illustrates how Fastenal converted net income into free cash flow during this period: 

 

 
Source: Fastenal’s 10-K and 10-Q Reports 20 

Over the 12 ¾ year period, Fastenal posted $7,749.2 million of net income, $7,504.1 million of cash flows from 

operations, and $5,525.4 million of estimated free cash flow.  

 

Although Fastenal provides more granularity than many companies when it comes to capital expenditures, I 

have elected to deduct all capex from cash flows from operations in my free cash flow estimate. A certain 

portion of capex is related to expansion rather than maintenance requirements, but the dynamics of the 

company’s shrinking count of traditional store/branch locations and the expansion of the onsite model makes it 

difficult to infer maintenance vs. expansion capex from the details that are provided.  

 

The majority of capex involves the purchase of manufacturing, warehouse, and packaging equipment along with 

the company’s investment in industrial vending machines. As the traditional branch footprint declines, capex 

related to such locations declines but investments in the onsite model, including vending, must increase. 

 

Before examining how management has allocated free cash flow, we should consider a very important aspect of 

the business that shows up higher up on the cash flow statement under cash flows from operations. As 

Fastenal’s sales increase over time, the business requires an ever-increasing investment in trade working capital. 

 
19 I have selected the 12 ¾ year period from 2010 to Q3 2022 because the company began providing more granular 
information on the components of capex in 2010 which is useful when thinking about free cash flow. 
20 Fastenal includes granular information for capital expenditures in 10-K reports but not in 10-Qs. As a result, it is not 
possible to present granular capex information for the first nine months of 2022. I have included the $131 million in capex 
for Q1-Q3 2022 in the manufacturing, warehouse and packaging equipment line in the exhibit.  
 

Figures in millions except per share amounts 9/30/22 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Net Income 841.3     925.0     859.1     790.9     751.9     578.6     499.4     516.4     494.2     448.6     420.5     357.9     265.4     

Cash Flows from Operations 639.1     770.1     1,101.8  842.7     674.2     585.2     519.9     550.3     499.4     416.1     396.3     268.5     240.5     

Net Capital Expenditures:

  Manufacturing, warehouse and packaging equipment, industrial vending, facilities 70.3        91.5        172.7     110.7     66.2        131.8     112.5     144.6     164.9     105.3     83.6        50.8        

  Shelving and supplies for openings & expansion at existing in-market locations 11.0        15.7        12.3        9.6          8.3          14.1        8.9          6.7          6.4          5.2          5.3          4.3          

  Data processing software and equipment 28.0        31.4        31.1        30.9        23.2        18.0        19.7        24.0        12.7        11.1        12.0        7.3          

  Real estate and improvements to branch locations 37.9        16.1        8.9          12.9        6.2          5.5          4.2          4.1          9.6          6.0          5.2          1.7          

  Vehicles 9.4          13.4        21.4        12.2        16.0        20.1        9.9          10.0        13.0        10.8        14.0        9.4          

    Total purchases of property and equipment 131.0     156.6     168.1     246.4     176.3     119.9     189.5     155.2     189.5     206.5     138.4     120.0     73.6        

  Less proceeds from sale of property and equipment (10.1)      (8.4)         (10.6)      (6.6)         (9.5)         (7.4)         (6.5)         (9.9)         (5.8)         (5.0)         (4.5)         (3.6)         (4.5)         

  Net capital expenditures 120.9     148.2     157.5     239.8     166.8     112.5     183.0     145.3     183.7     201.6     133.9     116.5     69.1        

Free Cash Flow:

  Cash flows from operations 639.1     770.1     1,101.8  842.7     674.2     585.2     519.9     550.3     499.4     416.1     396.3     268.5     240.5     

  Less net capital expenditures (120.9)    (148.2)    (157.5)    (239.8)    (166.8)    (112.5)    (183.0)    (145.3)    (183.7)    (201.6)    (133.9)    (116.5)    (69.1)      

Free Cash Flow 518.2     621.9     944.3     602.9     507.4     472.7     336.9     405.0     315.7     214.6     262.4     152.0     171.4     

Free cash flow as % of net income 62% 67% 110% 76% 67% 82% 67% 78% 64% 48% 62% 42% 65%

      131.0 

7,504.1                     

5,525.4                     

(1,978.7)                    

7,504.1                      

71%

                      1,978.7 

                          (92.3)

                      2,071.1 

                          159.6 

                          118.3 

                          249.4 

                          107.8 

                      1,436.0 

7,749.2                     

Totals: 2010-Q3 2022
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As the business scales up, trade accounts receivable and inventories increase commensurately to support the 

increased level of sales, partially offset by a higher level of accounts payable. 

 

Over the 12 ¾ year period discussed in this section, Fastenal used $1,176.4 million to expand inventories and 

$1,003.9 million on increasing accounts receivable which was partially offset by a $219.7 million increase in cash 

due to higher accounts payable. This works out to a cash outflow for trade working capital of $1,960.6 million. 

Trade working capital as a percentage of total assets rose from 52.2% at 12/31/2010 to 54.3% at 9/30/2022, so 

this use of cash should be viewed as a normal and necessary part of the expansion of the business over time. 

 

Let’s take a look at the major sources and uses of cash from 2010 through the third quarter of 2022: 

 

 
Source: Fastenal’s 10-K and 10-Q Reports, Author’s estimates and calculations 

The majority of cash has come from free cash flow of $5,525 million supplemented by net borrowings and cash 

received upon the exercise of employee stock options. Management has used the majority of cash to pay 

dividends to shareholders via a regular quarterly dividend supplemented by occasional special dividends. In 

addition, management has repurchased shares at certain times, with a stated intention of offsetting the dilutive 

impact of the stock option program.21 Fastenal has historically avoided large acquisitions. In 2020, the company 

purchased certain assets of Apex Industrial Technologies related to industrial vending technologies.22 

 

Over the 12 ¾ years in our analysis, management has returned $6,037 million to shareholders in dividends and 

repurchases against $5,525 million of free cash flow, with the difference funded by a modest amount of debt. 

This overall capital allocation profile indicates that management does not see major expansion opportunities 

that would warrant internal reinvestment or acquisitions.  

 

Free cash flow has averaged just 71% of net income during this period. Net capex of $1,978.7 million was higher 

than the $1,303 millions of depreciation, but nearly $2 billion used to build up working capital was responsible 

for most of the delta between free cash flow and net income. To the extent that the business continues to grow 

sales over time and inventory turnover remains unchanged, we should expect trade working capital needs to 

continue to grow along with revenue. This will cause free cash flow to be lower than reported net income 

considering that capex has been running somewhat higher than depreciation. Another way of looking at this is 

Fastenal’s free cash flow yield is likely to remain considerably lower than the earnings yield in the future. 

 
21 The 2021 annual report states a goal of “avoiding, if feasible, the potentially dilutive impact of our activities on our 
shareholders.” (page 7) 
22 The 2020 annual report contains discussion of the acquisition. See p. 52 for financial details of the transaction. 

https://s23.q4cdn.com/591718779/files/doc_financials/2021/Q4/9706829_2021_AnnualReport_FINAL.pdf
https://s23.q4cdn.com/591718779/files/doc_financials/2020/ar/2020-Fastenal-Annual-Report-w-Wrap_FINAL.pdf
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Conclusion 
 
Warren Buffett has often said that it is far better to buy a wonderful business at a fair price rather than a fair 

business at a wonderful price. It would be difficult to argue that Fastenal is not a wonderful business. However, 

the positive attributes of the business have not been lost on market participants.  

 

Fastenal trades at a market capitalization of $30 billion which is approximately 28 times trailing twelve month 

earnings through September 30, 2022. Even during periods of intense market turmoil, the stock rarely gets very 

cheap. For example, on March 23, 2020, Fastenal’s market cap hit a low of $15.1 billion at the height of the 

COVID sell-off. This was approximately 19 times 2019 earnings and the stock was only on sale very briefly. 

 

From 2012 to 2021, Fastenal grew sales at an annualized rate of 8.1%. During the same period, nominal GDP 

grew at an annualized rate of 4.4%.23 The overall market for industrial and construction supplies is likely to be 

highly correlated with nominal GDP growth over long periods of time. Management has estimated North 

American demand for its products at $140 billion which, if accurate, suggests that Fastenal has significant room 

for market share gains given that the company’s 2021 sales of $6 billion. 

 

While it is reasonable to assume that Fastenal will grow somewhat faster than nominal GDP growth, it does not 

seem likely that growth will vastly exceed growth of the domestic economy, at least not without sacrificing gross 

margin which has already compressed from 51.8% in 2011 to 46.2% in 2021. So far, improvements in operating 

efficiencies brought about by automation and the onsite model has allowed operating margins to remain intact. 

However, it is questionable whether management will be able to continue to drive costs down. 

 

If nominal GDP grows at 4-5% over the next decade, it is reasonable for Fastenal to continue growing sales at 

around 8% annually which would imply sales of $13 billion ten years from now. If operating margin remains in 

the range of 20-21%, operating income might be $2.6 to $2.7 billion by 2032. Assuming that corporate income 

tax rates do not increase, it is reasonable to think that Fastenal could have net income in the $2 billion range by 

2032. If the shares are still trading at 28 times earnings, the company would have a market cap of $56 billion. 

However, if the earnings multiple contracts to 20 times, the market cap might be $40 billion.  

 

The trouble with high multiple stocks is that the prospect of multiple compression is ever-present. Fastenal’s 

business is predictable and resilient even during a shock like a global pandemic. It seems very likely that Fastenal 

will continue to grow over the coming decade, but the terminal earnings multiple will depend on investor 

sentiment about the company’s future prospects from the perspective of 2032.  

 

The primary goal of the business profile series is to review excellent businesses that may be expensive today but 

could be a bargain in the future. Fastenal is an interesting company to watch since it does occasionally go on 

sale. In March 2020, Fastenal remained a wonderful business and it traded briefly at a fair price. There are sure 

to be market panics in the future that alert and prepared investors will be able to take advantage of.     

 
23 Nominal annualized GDP was running at $15,842 billion in Q4 2011 and $24,349 billion in Q4 2021 representing an 
annualized rate of ~4.4% Source: FRED Nominal GDP 2012 to 2022 

https://fred.stlouisfed.org/graph/?g=WStD
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Further Reading 
 
Annual Reports from 1996 to 2021 The annual letters are very interesting to read sequentially.  

 

SEC Filings found on the Securities and Exchange Commission’s EDGAR website dating back to 1995. 

 

2022 Annual Meeting Webcast. Registration is required to view the presentation. 

 

Monthly Sales Information is provided by the company in news releases. For example, see October 2022 data.  

 

Services and Solutions provides an overview of FMI Technology, FASTStock, FASTBin, and FASTVend, the onsite 

model, and other product offerings. There are several short videos illustrating how these solutions work.  

 

Fastenal Virtual Tour: Manufacturing is a video showing the type of products and custom solutions the 

company builds for customers and the type of technology used in the process. 

 

Fastenal Virtual Tour: Distribution is a video that focuses on the automated storage and retrieval systems that 

have allowed the company to gain increasing efficiencies from the warehouse footprint in recent years. 

 

Who is Bob Kierlin – and Why is He So Successful? By Richard Teitelbaum, December 8, 1997. This article 

provides interesting information about how Fastenal started and grew over its first three decades. Robert 

Kierlin’s frugality and work ethic established the culture and was sustained by his example. His salary in 1997 

was $120,000, an amount that had remained unchanged for over a decade. (Fortune Magazine/CNN Money) 

 

The Cheapest CEO in America by Marc Ballon, October 1997. Robert Kierlin was selected as the cheapest CEO in 

America by Inc. Magazine. Aside from the insight into the personality and business practices of the founder of 

Fastenal, I liked the fact that the article included quotes from Dan Florness who was CFO at the time and is now 

the company’s CEO. The road trip Florness and Kierlin took to attend a conference in Chicago included dining at 

A&W and sharing a motel room in the Chicago suburbs to save money for the company. (Inc. Magazine) 

 

Morningstar Selects Will Oberton of Fastenal as its 2006 CEO of the Year, January 4, 2007. Bob Kierlin turned 

over the reins to Will Oberton in 2002 and this transition was successful. This article is a brief profile of 

Oberton’s background at Fastenal and accomplishments during his first few years as CEO. (Morningstar) 

 

Fastenal Rehired Old CEO as Current One Steps Down, July 31, 2015. When Will Oberton retired in 2015, Leland 

Hein was named CEO but he only lasted seven months in the job before Oberton returned. A few months later, 

Oberton turned over the CEO position to Dan Florness who is still serving as CEO today. (Twin Cities Business)  

 

Buffett Is Impressed by Fastenal by Dyan Machan, March 8, 2014. This is an article about a meeting between 

Warren Buffett and Will Oberton. “Buffett asked Oberton about his profit margins on threaded fasteners, 

Fastenal’s No. 1 product line, and erupted with glee when told they were as high as 80%.” (Bamboo Innovator)  

https://investor.fastenal.com/financial-results/annual-reports/default.aspx
https://www.sec.gov/cgi-bin/browse-edgar?company=&match=&CIK=FAST&filenum=&State=&Country=&SIC=&owner=exclude&Find=Find+Companies&action=getcompany
https://edge.media-server.com/mmc/go/FASTENAL2022
https://investor.fastenal.com/news-releases/default.aspx
https://s23.q4cdn.com/591718779/files/doc_news/2022/10/10.2022-Sales-Release-F.pdf
https://www.fastenal.com/fast/services-and-solutions
https://www.youtube.com/watch?v=92dAdHqIj5A
https://www.youtube.com/watch?v=ISA65sKqB6M&feature=emb_imp_woyt
https://money.cnn.com/magazines/fortune/fortune_archive/1997/12/08/234888/
https://www.inc.com/magazine/19971001/1336.html
https://newsroom.morningstar.com/newsroom/news-archive/press-release-details/2007/Morningstar-Selects-Will-Oberton-of-Fastenal-as-its-2006-CEO-of-the-Year/default.aspx
https://tcbmag.com/fastenal-rehires-old-ceo-as-current-one-steps-down/
https://bambooinnovator.com/2014/03/12/fastenals-ceo-sweats-the-small-stuff-will-oberton-climbed-fastenals-ranks-by-sticking-with-basics-and-solving-problems-creatively-even-warren-buffett-is-impressed/
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Financial Statements 
 

Balance Sheets: 2007 to Q3 2022 
 

 
 

Figures in millions except per share amounts 9/30/22 12/31/21 12/31/20 12/31/19 12/31/18 12/31/17 12/31/16 12/31/15 12/31/14 12/31/13 12/31/12 12/31/11 12/31/10 12/31/09 12/31/08 12/31/07

ASSETS

Current assets:

  Cash and cash equivalents 231.5     236.2     245.7     174.9     167.2     116.9     112.7     129.0     114.5     58.5        79.6        117.7     143.7     164.9     85.9        57.2        

  Marketable  securities -          -          -          -          -          -          -          -          -          0.5          0.4          27.2        26.1        24.4        0.9          0.2          

  Trade accounts receivable, net of allowance for credit losses 1,110.6  900.2     769.4     741.8     714.3     607.8     499.7     468.4     462.1     414.3     372.2     338.6     270.1     214.2     244.9     236.3     

  Inventories 1,678.1  1,523.6  1,337.5  1,366.4  1,278.7  1,092.9  993.0     913.3     869.2     784.1     715.4     646.2     557.4     508.4     564.2     504.6     

  Deferred income taxes -          -          -          -          -          -          -          -          21.8        18.2        14.4        16.7        17.9        12.9        15.9        14.7        

  Prepaid income taxes 3.2          8.5          6.7          16.7        9.0          -          12.9        22.6        -          24.9        7.4          -          -          11.7        -          -          

  Other current assets 172.2     188.1     140.3     157.4     147.0     118.1     102.4     131.6     115.7     108.0     97.4        89.8        70.5        46.0        63.6        67.8        

Total current assets 3,195.6  2,856.6  2,499.6  2,457.2  2,316.2  1,935.7  1,720.8  1,664.8  1,583.3  1,408.5  1,286.7  1,236.1  1,085.7  982.4     975.4     880.8     

Marketable securities -          -          -          -          -          -          -          -          -          -          -          -          5.2          6.2          0.8          2.0          

Property and equipment, net 1,008.5  1,019.2  1,030.7  1,023.2  924.8     893.6     899.7     818.9     763.9     654.9     516.4     435.6     363.4     335.0     324.2     276.6     

Operating lease right-of-use assets 249.8     242.3     243.0     243.2     -          -          -          -          -          -          -          -          -          -          -          -          

Other assets, net 173.5     180.9     191.4     76.3        80.5        81.2        48.4        48.8        11.9        12.5        12.7        13.2        14.0        3.8          3.7          3.7          

TOTAL ASSETS 4,627.4  4,299.0  3,964.7  3,799.9  3,321.5  2,910.5  2,668.9  2,532.5  2,359.1  2,075.8  1,815.8  1,684.9  1,468.3  1,327.4  1,304.1  1,163.1  

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

  Current portion of debt 150.3     60.0        40.0        3.0          3.0          3.0          10.5        62.1        90.0        -          -          -          -          -          -          -          

  Accounts payable 277.2     233.1     207.0     192.8     193.6     147.5     108.7     126.0     103.9     91.3        78.0        73.8        60.5        53.5        63.9        55.4        

  Accrued expenses 282.4     298.3     272.1     251.5     240.8     194.0     156.4     185.1     174.0     148.6     126.2     112.0     96.4        66.0        83.5        75.6        

  Current portion of operating lease liabilities 92.7        90.8        93.6        97.4        -          -          -          -          -          -          -          -          -          -          -          -          

  Income taxes payable -          -          -          -          -          6.5          -          -          7.4          -          -          2.1          5.3          -          0.5          6.9          

Total current liabilities 802.6     682.2     612.7     544.7     437.4     351.0     275.6     373.2     375.4     239.8     204.2     187.8     162.2     119.5     148.0     137.8     

Long-term debt 404.7     330.0     365.0     342.0     497.0     412.0     379.5     303.0     -          -          -          -          -          -          -          -          

Operating lease liabilities 161.2     156.0     151.5     148.2     -          -          -          -          -          -          -          -          -          -          -          -          

Deferred income tax liabilities 92.9        88.6        102.3     99.4        84.4        50.6        80.6        55.1        68.5        63.3        51.3        38.2        23.6        17.0        13.9        15.1        

Other long-term liabilities 4.8          -          -          -          -          -          -          -          

Stockholders' equity:

  Preferred stock -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          

  Common stock 5.8          5.8          5.7          2.9          2.9          2.9          2.9          2.9          3.0          3.0          3.0          3.0          2.9          1.5          1.5          1.5          

  Additional paid-in capital 2.8          96.2        59.1        67.2        3.0          8.5          37.4        2.0          33.7        69.8        61.4        16.9        2.9          0.3          1.6          0.2          

  Retained earnings 3,239.7  2,970.9  2,689.6  2,633.9  2,341.6  2,110.6  1,940.1  1,842.8  1,886.4  1,688.8  1,477.6  1,424.4  1,258.2  1,175.6  1,134.2  996.1     

  Accumulated other comprehensive income (loss) (87.1)      (30.7)      (21.2)      (38.4)      (44.8)      (25.1)      (47.3)      (46.4)      (7.8)         11.1        18.4        14.8        18.5        13.4        5.0          12.4        

Total stockholders' equity 3,161.2  3,042.2  2,733.2  2,665.6  2,302.7  2,096.9  1,933.1  1,801.3  1,915.2  1,772.7  1,560.4  1,459.0  1,282.5  1,190.8  1,142.3  1,010.2  

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 4,627.4  4,299.0  3,964.7  3,799.9  3,321.5  2,910.5  2,668.9  2,532.5  2,359.1  2,075.8  1,815.8  1,684.9  1,468.3  1,327.4  1,304.1  1,163.1  

-          -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          

Common stock outstanding (adj. for 2:1 splits in 2019 and 2011) 572.8     575.5     574.2     574.1     571.8     575.2     578.3     579.2     591.7     593.5     593.1     590.5     589.7     589.7     594.1     596.5     

Book value per share 5.52        5.29        4.76        4.64        4.03        3.65        3.34        3.11        3.24        2.99        2.63        2.47        2.17        2.02        1.92        1.69        
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Balance Sheets: Q4 2018 to Q3 2022 
 

 
 
 
 

 

 

 
  

Figures in millions except per share amounts 9/30/22 6/30/22 3/31/22 12/31/21 9/30/21 6/30/21 3/31/21 12/31/20 9/30/20 6/30/20 3/30/20 12/31/19 9/30/19 6/30/19 3/31/19 12/31/18

ASSETS

Current assets:

  Cash and cash equivalents 231.5     247.9     234.2     236.2     250.5     321.8     333.9     245.7     331.8     201.5     160.7     174.9     191.2     175.0     185.4     167.2     

  Trade accounts receivable, net of allowance for credit losses 1,110.6  1,103.9  1,071.6  900.2     949.4     908.9     851.0     769.4     834.5     881.5     833.9     741.8     817.3     819.8     793.0     714.3     

  Inventories 1,678.1  1,665.2  1,600.8  1,523.6  1,401.1  1,327.9  1,305.3  1,337.5  1,342.6  1,401.5  1,345.5  1,366.4  1,354.7  1,345.7  1,293.9  1,278.7  

  Deferred income taxes -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          

  Prepaid income taxes 3.2          6.5          -          8.5          6.7          -          -          6.7          14.6        -          -          16.7        0.4          4.0          -          9.0          

  Other current assets 172.2     129.2     127.4     188.1     162.6     146.7     124.0     140.3     123.2     121.8     124.2     157.4     137.2     123.8     116.9     147.0     

Total current assets 3,195.6  3,152.7  3,034.0  2,856.6  2,770.3  2,705.3  2,614.2  2,499.6  2,646.7  2,606.3  2,464.3  2,457.2  2,500.8  2,468.3  2,389.2  2,316.2  

Property and equipment, net 1,008.5  1,008.7  1,008.4  1,019.2  1,019.2  1,015.8  1,022.0  1,030.7  1,023.7  1,029.7  1,027.7  1,023.2  997.7     975.1     943.3     924.8     

Operating lease right-of-use assets 249.8     254.8     246.0     242.3     249.7     259.6     249.6     243.0     244.4     252.8     242.4     243.2     238.4     234.5     220.9     -          

Other assets, net 173.5     176.1     178.3     180.9     183.3     185.9     188.6     191.4     193.8     196.4     200.3     76.3        77.3        78.5        98.4        80.5        

TOTAL ASSETS 4,627.4  4,592.3  4,466.7  4,299.0  4,222.5  4,166.6  4,074.4  3,964.7  4,108.6  4,085.2  3,934.7  3,799.9  3,814.2  3,756.4  3,651.8  3,321.5  

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

  Current portion of debt 150.3     195.0     35.0        60.0        35.0        40.0        40.0        40.0        40.0        -          4.9          3.0          3.0          3.0          4.4          3.0          

  Accounts payable 277.2     291.8     289.9     233.1     256.9     236.1     215.1     207.0     210.4     194.1     212.1     192.8     215.2     203.8     183.9     193.6     

  Accrued expenses 282.4     268.7     268.2     298.3     278.0     277.9     265.8     272.1     258.2     238.2     227.5     251.5     241.3     226.0     232.8     240.8     

  Current portion of operating lease liabilities 92.7        93.5        91.3        90.8        92.6        94.8        93.1        93.6        94.4        96.7        96.4        97.4        95.6        95.1        91.8        -          

  Income taxes payable -          -          61.1        -          -          1.4          47.2        -          -          102.3     39.5        -          -          -          41.7        -          

Total current liabilities 802.6     849.0     745.5     682.2     662.5     650.2     661.2     612.7     603.0     631.3     580.4     544.7     555.1     527.9     554.6     437.4     

Long-term debt 404.7     310.0     330.0     330.0     330.0     365.0     365.0     365.0     365.0     405.0     450.1     342.0     442.0     497.0     484.6     497.0     

Operating lease liabilities 161.2     165.5     159.6     156.0     160.7     167.6     158.9     151.5     152.1     158.0     147.7     148.2     144.8     141.1     130.4     -          

Deferred income tax liabilities 92.9        89.1        89.6        88.6        104.6     103.0     102.6     102.3     102.9     100.3     99.9        99.4        86.6        86.7        85.0        84.4        

Other long-term liabilities 4.8          -          -          -          -          -          -          -          -          7.6          -          -          -          -          -          

Stockholders' equity:

  Preferred stock -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          -          

  Common stock 5.8          5.8          5.8          5.8          2.9          2.9          2.9          2.9          2.9          2.9          2.9          2.9          2.9          2.9          2.9          2.9          

  Additional paid-in capital 2.8          55.7        101.6     96.2        90.6        78.4        70.0        61.9        57.8        44.4        24.2        67.2        50.3        46.0        22.7        3.0          

  Retained earnings 3,239.7  3,171.6  3,063.0  2,970.9  2,900.8  2,818.3  2,739.4  2,689.6  2,866.7  2,788.6  2,692.9  2,633.9  2,581.5  2,494.2  2,412.7  2,341.6  

  Accumulated other comprehensive income (loss) (87.1)      (54.4)      (28.4)      (30.7)      (29.6)      (18.8)      (25.6)      (21.2)      (41.8)      (52.9)      (63.4)      (38.4)      (49.0)      (39.4)      (41.1)      (44.8)      

Total stockholders' equity 3,161.2  3,178.7  3,142.0  3,042.2  2,964.7  2,880.8  2,786.7  2,733.2  2,885.6  2,783.0  2,656.6  2,665.6  2,585.7  2,503.7  2,397.2  2,302.7  

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 4,627.4  4,592.3  4,466.7  4,299.0  4,222.5  4,166.6  4,074.4  3,964.7  4,108.6  4,085.2  3,934.7  3,799.9  3,814.2  3,756.4  3,651.8  3,321.5  
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Income Statements: 2005 to Q3 2022 
 

 
 

 
  

Figures in thousands except per share amounts 9/30/22 9/30/21 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Net sales 5,285.0   4,479.0   6,010.9  5,647.3  5,333.7  4,965.1  4,390.5  3,962.0  3,869.2  3,733.5  3,326.1  3,133.6  2,766.9  2,269.5  1,930.3  2,340.4  2,061.8  1,809.3  1,523.3  

Cost of sales 2,837.6   2,414.7   3,233.7  3,079.5  2,818.3  2,566.2  2,226.9  1,997.2  1,920.3  1,836.1  1,606.7  1,519.1  1,332.7  1,094.6  946.9     1,104.3  1,014.2  901.7     765.2     

Gross profit 2,447.4   2,064.3   2,777.2  2,567.8  2,515.4  2,398.9  2,163.6  1,964.8  1,948.9  1,897.4  1,719.4  1,614.5  1,434.2  1,174.8  983.4     1,236.1  1,047.6  907.7     758.1     

Operating and administrative expenses 1,326.7   1,147.8   1,559.8  1,427.4  1,459.4  1,400.2  1,282.8  1,169.5  1,121.5  1,110.8  1,007.4  941.2     859.4     745.1     686.8     785.7     671.2     587.6     489.8     

(Gain) Loss on sale of property and equipment -           -           -          (1.4)         (1.2)         (0.5)         (1.0)         (0.5)         (1.4)         (1.0)         (0.6)         (0.4)         0.2          0.0          0.9          0.2          (0.1)         0.2          0.4          

Operating income 1,120.7   916.5      1,217.4  1,141.8  1,057.2  999.2     881.8     795.8     828.8     787.6     712.7     673.7     574.6     429.7     295.8     450.2     376.4     319.8     267.9     

Interest income 0.4           0.1           0.1          0.6          0.4          0.4          0.4          0.4          0.4          0.8          0.9          0.5          0.5          1.0          1.7          0.9          1.5          1.2          1.2          

Interest expense (9.3)          (7.3)          (9.7)         (9.7)         (13.9)      (12.6)      (9.1)         (6.5)         (3.1)         (0.9)         (0.1)         -          -          -          -          -          -          -          -          

Earnings before tax 1,111.8   909.3      1,207.8  1,132.7  1,043.7  987.0     873.1     789.7     826.1     787.4     713.5     674.2     575.1     430.6     297.5     451.2     377.9     321.0     269.1     

Income tax expense 270.5      215.5      282.8     273.6     252.8     235.1     294.5     290.3     309.7     293.3     264.8     253.6     217.2     165.3     113.1     171.5     145.3     122.0     102.2     

Net earnings 841.3      693.8      925.0     859.1     790.9     751.9     578.6     499.4     516.4     494.2     448.6     420.5     357.9     265.4     184.4     279.7     232.6     199.0     166.8     

Diluted shares  (adj. for 2:1 split in 2011 & 2019) 576.6      576.9      577.1     575.7     574.4     574.3     576.7     578.4     584.0     594.6     595.4     594.3     590.1     589.7     593.4     595.3     602.2     604.7     606.0     

Diluted net earnings per share 1.46         1.20         1.60        1.49        1.38        1.31        1.00        0.86        0.88        0.83        0.75        0.71        0.61        0.45        0.31        0.47        0.39        0.33        0.28        

Gross margin 46.3% 46.1% 46.2% 45.5% 47.2% 48.3% 49.3% 49.6% 50.4% 50.8% 51.7% 51.5% 51.8% 51.8% 50.9% 52.8% 50.8% 50.2% 49.8%

Operating margin 21.2% 20.5% 20.3% 20.2% 19.8% 20.1% 20.1% 20.1% 21.4% 21.1% 21.4% 21.5% 20.8% 18.9% 15.3% 19.2% 18.3% 17.7% 17.6%

Net margin 15.9% 15.5% 15.4% 15.2% 14.8% 15.1% 13.2% 12.6% 13.3% 13.2% 13.5% 13.4% 12.9% 11.7% 9.6% 12.0% 11.3% 11.0% 11.0%

Operating and admin expenses as % of sales 25.1% 25.6% 25.9% 25.3% 27.4% 28.2% 29.2% 29.5% 29.0% 29.8% 30.3% 30.0% 31.1% 32.8% 35.6% 33.6% 32.6% 32.5% 32.2%

Effective tax rate 24.3% 23.7% 23.4% 24.2% 24.2% 23.8% 33.7% 36.8% 37.5% 37.2% 37.1% 37.6% 37.8% 38.4% 38.0% 38.0% 38.4% 38.0% 38.0%

Change in revenue 18.0% 6.4% 5.9% 7.4% 13.1% 10.8% 2.4% 3.6% 12.2% 6.1% 13.3% 21.9% 17.6% -17.5% 13.5% 14.0% 18.8%

Depreciation (from CF tab) 123.8      159.9     153.3     144.6     134.1     123.6     103.5     86.1        72.1        63.8        53.5        44.1        40.7        40.0        39.2        37.3        

  As percentage of net sales 2.3% 2.7% 2.7% 2.7% 2.7% 2.8% 2.6% 2.2% 1.9% 1.9% 1.7% 1.6% 1.8% 2.1% 1.7% 1.8%

Net Capex (from CF tab) 120.9      148.2     157.5     239.8     166.8     112.5     183.0     145.2     183.7     201.6     133.9     116.5     69.1        47.7        86.9        49.8        

  As percentage of net sales 2.3% 2.5% 2.8% 4.5% 3.4% 2.6% 4.6% 3.8% 4.9% 6.1% 4.3% 4.2% 3.0% 2.5% 3.7% 2.4%

Fiscal Years ending on December 31Nine Monhts Ended
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Income Statements: Q1 2018 to Q3 2022 
 

 

 
  

Figures in thousands except per share amounts 9/30/22 6/30/22 3/31/22 12/31/21 9/30/21 6/30/21 3/31/21 12/31/20 9/30/20 6/30/20 3/31/20 12/31/19 9/30/19 6/30/19 3/31/19 12/31/18 9/30/18 6/30/18 3/31/18

Net sales 1,802.4     1,778.6  1,704.1  1,531.8  1,554.2  1,507.7  1,417.0  1,358.0  1,413.3  1,509.0  1,367.0  1,276.9  1,379.1  1,368.4  1,309.3  1,231.6  1,279.8 1,267.9 1,185.8 

Cost of sales 975.9         951.0     910.8     818.9     834.0     807.0     773.6     739.2     772.7     837.4     730.2     678.5     728.0     727.2     684.6     643.8      664.0     650.2     608.2     

Gross profit 826.5         827.6     793.3     712.9     720.2     700.7     643.4     618.8     640.6     671.6     636.8     598.4     651.1     641.2     624.7     587.8      615.8     617.7     577.6     

Operating and administrative expenses 447.3         444.2     435.3     412.0     401.8     382.9     363.1     354.7     351.5     355.3     365.9     359.9     369.2     366.7     363.6     354.4      353.8     349.3     342.7     

(Gain) Loss on sale of property and equipment -             -          -          -          -          -          -          (0.3)         (1.0)         0.3          (0.4)         (0.4)         -          (0.5)         (0.3)         -           (0.3)        (0.6)        0.4          

Operating income 379.2         383.4     358.0     300.9     318.4     317.8     280.3     264.4     290.1     316.0     271.3     238.9     281.9     275.0     261.4     233.4      262.3     269.0     234.5     

Interest income 0.2             0.1          0.1          -          0.1          -          -          0.3          0.1          0.1          0.1          0.1          0.1          0.1          0.1          0.1           0.1          0.1          0.1          

Interest expense (4.1)            (2.8)         (2.4)         (2.4)         (2.4)         (2.6)         (2.4)         (2.5)         (2.6)         (2.4)         (2.2)         (2.6)         (3.6)         (3.7)         (4.0)         (3.7)         (3.0)        (3.2)        (2.7)        

Earnings before tax 375.3         380.7     355.7     298.5     316.1     315.2     277.9     262.2     287.6     313.7     269.2     236.4     278.4     271.4     257.5     229.8      259.4     265.9     231.9     

Income tax expense 90.7           93.6        86.1        67.3        72.6        75.5        67.3        66.1        66.1        74.8        66.6        57.7        64.9        66.8        63.4        61.0        61.8       54.7       57.6       

Net earnings 284.6         287.1     269.6     231.2     243.5     239.7     210.6     196.1     221.5     238.9     202.6     178.7     213.5     204.6     194.1     168.8      197.6     211.2     174.3     

Diluted shares  (adj. for 2:1 split in 2019) 574.7         577.4     577.6     577.7     577.3     577.0     576.5     576.4     576.1     575.0     575.3     575.6     574.4     574.6     573.0     572.6      574.5     574.5     575.8     

Diluted net earnings per share 0.50           0.50        0.47        0.40        0.42        0.42        0.37        0.34        0.38        0.42        0.35        0.31        0.37        0.36        0.34        0.29        0.34       0.37       0.30       

Gross margin 45.9% 46.5% 46.6% 46.5% 46.3% 46.5% 45.4% 45.6% 45.3% 44.5% 46.6% 46.9% 47.2% 46.9% 47.7% 47.7% 48.1% 48.7% 48.7%

Operating margin 21.0% 21.6% 21.0% 19.6% 20.5% 21.1% 19.8% 19.5% 20.5% 20.9% 19.8% 18.7% 20.4% 20.1% 20.0% 19.0% 20.5% 21.2% 19.8%

Net margin 15.8% 16.1% 15.8% 15.1% 15.7% 15.9% 14.9% 14.4% 15.7% 15.8% 14.8% 14.0% 15.5% 15.0% 14.8% 13.7% 15.4% 16.7% 14.7%

Operating and admin expenses as % of sales 24.8% 25.0% 25.5% 26.9% 25.9% 25.4% 25.6% 26.1% 24.9% 23.5% 26.8% 28.2% 26.8% 26.8% 27.8% 28.8% 27.6% 27.5% 28.9%

Effective tax rate 24.2% 24.6% 24.2% 22.5% 23.0% 24.0% 24.2% 25.2% 23.0% 23.8% 24.7% 24.4% 23.3% 24.6% 24.6% 26.5% 23.8% 20.6% 24.8%

Change in revenue 1.3% 4.4% 11.2% -1.4% 3.1% 6.4% 4.3% -3.9% -6.3% 10.4% 7.1% -7.4% 0.8% 4.5% 6.3% -3.8% 0.9% 6.9%

Fiscal Quarters Ending On
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Cash Flow Statements: 2007 to Q3 2022 
 

 

9 Months

Figures in millions except per share amounts 9/30/22 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Cash flows from operating activities:

  Net earnings 841.3     925.0     859.1     790.9     751.9     578.6     499.4     516.4     494.2     448.6     420.5     357.9     265.4     184.4     279.7     232.6     

  Adjustments to reconcile net earnings to net cash provided by op. activities:

    Depreciation of property and equipment 123.8     159.9     153.3     144.6     134.1     123.6     103.5     86.1        72.1        63.8        53.5        44.1        40.7        40.0        39.2        37.3        

    Gain on sale of property and equipment 1.2          (1.1)         (1.4)         (1.2)         (0.5)         (1.0)         (0.5)         (1.4)         (1.0)         (0.6)         (0.4)         0.2          0.0          0.9          0.2          (0.1)         

    Bad debt expense (0.9)         2.5          7.5          5.5          8.1          8.2          8.6          8.8          11.5        9.4          9.7          9.2          8.7          9.4          7.5          5.3          

    Deferred income taxes 4.3          (13.7)      2.9          15.0        33.8        (30.0)      25.6        8.3          1.8          8.1          15.4        15.7        1.6          6.1          (2.4)         (0.9)         

    Stock-based compensation 4.4          5.6          5.7          5.7          5.1          5.2          4.1          5.8          7.0          5.4          4.8          4.1          4.0          3.9          3.2          1.9          

    Excess tax benefits from stock-based compensation -          -          -          -          -          -          -          -          (2.1)         (2.8)         (10.1)      -          -          -          -          -          

    Amortization of intangible assets 8.1          10.8        9.1          4.1          4.1          3.8          0.5          0.5          0.5          0.4          0.6          0.6          0.1          0.1          0.1          0.1          

    Changes in operating assets and liabilities:

      Trade accounts receivable (222.9)    (135.2)    (29.7)      (30.4)      (120.3)    (103.7)    (40.5)      (20.6)      (63.4)      (51.6)      (43.3)      (77.7)      (64.6)      21.4        (16.1)      (32.1)      

      Inventories (176.9)    (189.5)    36.0        (84.4)      (193.3)    (76.3)      (80.9)      (47.8)      (87.6)      (68.7)      (69.2)      (88.8)      (49.0)      60.4        (59.7)      (48.6)      

      Other current assets 15.9        (47.8)      17.1        (10.4)      (28.9)      (15.6)      29.1        (15.8)      (7.5)         (10.6)      (7.5)         (19.3)      (24.6)      17.7        4.2          (7.4)         

      Accounts payable 44.1        26.1        14.2        (0.8)         46.1        36.3        (17.2)      20.6        12.5        13.2        4.2          13.3        7.0          (14.2)      8.6          14.0        

      Accrued expenses (15.9)      26.2        20.6        10.7        46.8        37.6        (28.6)      11.1        25.3        22.4        14.2        15.6        30.4        (17.5)      8.0          14.0        

      Income taxes 5.3          (1.8)         10.0        (7.7)         (15.5)      19.4        15.5        (26.6)      34.4        (14.7)      0.7          (3.2)         17.0        (12.2)      (6.4)         5.9          

      Other current assets 7.3          3.1          (2.6)         1.1          2.7          (0.9)         1.3          5.0          1.7          (6.3)         3.2          (3.2)         3.9          5.7          (6.2)         5.9          

Net cash provided by operating activities 639.1     770.1     1,101.8  842.7     674.2     585.2     519.9     550.3     499.4     416.1     396.3     268.5     240.5     306.1     259.9     227.9     

Cash flows from investing activities:

  Purchases of property and equipment (131.0)    (156.6)    (168.1)    (246.4)    (176.3)    (119.9)    (189.5)    (155.2)    (189.5)    (206.5)    (138.4)    (120.0)    (73.6)      (52.5)      (95.3)      (55.8)      

  Cash paid for acquisitions -          -          (125.0)    -          (3.7)         (58.7)      -          (23.5)      (5.6)         -          -          -          -          (5.0)         -          -          

  Proceeds from sale of property and equipment 10.1        8.4          10.6        6.6          9.5          7.4          6.5          9.9          5.8          5.0          4.5          3.6          4.5          4.9          8.4          5.9          

  Net decrease (increase) in marketable securities -          -          -          -          -          -          -          -          0.5          (0.1)         26.8        4.1          (0.6)         (28.9)      0.4          12.4        

  Other (0.7)         (0.3)         0.8          0.1          (3.4)         (8.1)         (5.1)         (11.9)      (0.0)         (0.1)         (0.1)         0.2          (10.3)      (0.1)         (0.1)         (0.3)         

Net cash provided by (used in) investing activities (121.6)    (148.5)    (281.7)    (239.7)    (173.9)    (179.3)    (188.1)    (180.6)    (188.8)    (201.8)    (107.2)    (112.2)    (80.0)      (81.7)      (86.6)      (37.7)      

Cash flows from financing activities:

  Proceeds from debt obligations 1,390.0  525.0     1,000.0  910.0     980.0     1,015.0  950.0     1,215.0  705.0     260.0     -          -          -          -          -          -          

  Payments against debt obligations (1,225.0) (540.0)    (940.0)    (1,065.0) (895.0)    (980.0)    (920.0)    (955.0)    (615.0)    (260.0)    -          -          -          -          -          -          

  Proceeds from exercise of stock options 7.8          31.6        41.0        58.5        13.4        9.5          29.3        19.1        7.7          9.3          29.6        8.9          -          -          -          -          

  Excess tax benefits from stock-based compensation -          -          -          -          -          -          -          -          2.1          2.8          10.1        1.0          -          -          -          -          

  Purchases of common stock (144.6)    -          (52.0)      -          (103.0)    (82.6)      (59.5)      (293.0)    (52.9)      (9.1)         -          -          -          (41.1)      (26.0)      (87.3)      

  Payments of dividends (534.4)    (643.7)    (803.4)    (498.6)    (441.9)    (369.1)    (346.6)    (327.1)    (296.6)    (237.5)    (367.3)    (191.7)    (182.8)    (106.9)    (117.5)    (66.2)      

Net cash provided by (used in) financing activities (506.2)    (627.1)    (754.4)    (595.1)    (446.5)    (407.2)    (346.8)    (341.0)    (249.7)    (234.4)    (327.5)    (181.8)    (182.8)    (148.0)    (143.4)    (153.5)    

Effect of exchange rate fluctuations on cash and cash equivalents (16.0)      (4.0)         5.1          (0.2)         (3.5)         5.5          (1.3)         (14.2)      (4.9)         (1.0)         0.4          (0.5)         1.2          2.7          (1.2)         1.2          

Net (decrease) increase in cash and cash equivalents (4.7)         (9.5)         70.8        7.7          50.3        4.2          (16.3)      14.5        56.0        (21.1)      (38.1)      (26.0)      (21.2)      79.0        28.7        37.9        

Cash and cash equivalents at beginning of year 236.2     245.7     174.9     167.2     116.9     112.7     129.0     114.5     58.5        79.6        117.7     143.7     164.9     85.9        57.2        19.3        

Cash and cash equivalents at end of year 231.5     236.2     245.7     174.9     167.2     116.9     112.7     129.0     114.5     58.5        79.6        117.7     143.7     164.9     85.9        57.2        

Fiscal Years ending on December 31
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