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Overview

Costco Wholesale Corporation is an internationally known warehouse retail chain, 

offering quality bulk items to members.

Ticker Symbol: NASDAQ: COST

IPO Date: December 1985

Headquarters: Issaquah, Washington 

(State)

Target Market: Small to medium-

sized businesses and individual 

consumers.

Business Model: Membership-based, 

focusing on bulk sales and high 

inventory turnover.
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Costco’s Strategy

Private Label Dominance

"Kirkland Signature" brand offers quality at lower prices, 

boosting loyalty and margins.

Value Proposition

Discounted products, wide selection, and a 100% satisfaction 

guarantee build trust.

Cost Leadership

Eliminates high overheads like salespeople and fancy aesthetics 

for efficiency.

Membership Model

Annual fees ($65-$130) create recurring revenue and exclusive 

member benefits.
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Five-Year Stock Price Performance (2019-2024)
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Membership Fees – Income Statement

2019 2020 2021 2022 2023 2024

Net Sales ($M) 149,351 163,220 192,052 222,730 237,710 249,625 

Membership Fees 

($M) 3,352 3,541 3,877 4,224 4,580 4,828 

Merchandise Cost 

($M) (132,886) (144,939) (170,684) (199,382) (212,586) (222,358)

SG&A ($M) (14,994) (16,332) (18,537) (19,779) (21,590) (22,810)

EBIT ($M) 4,823 5,490 6,708 7,793 8,114 9,285 

• 10.8% average net sales growth (2019-2024).

• FCF in 2024 $ 4.8 Billion

• Capex in 2024 totaled to ~ $4.7 Billion
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Cost of Capital and Corporate Value Calculation

WACC Components

Risk Free Rate (%) 4.09%

Market Premium (%) 4.2%

Beta 0.98

Cost of Equity - Ke (%) 8.21%

Cost of Debt - Kd (%) 3.91%

Tax Rate (%) 24.62%

WACC 8.07%

Discounted Cash Flow Projection

2025 $7,817

2026 $7,866

2027 $9,022

2028 $10,332

2029 $229,400*

*Includes terminal value

Corporate Value (as of Sept 1, 2024): $184,346 million
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Comparable Analysis

Company Market Cap 

($M)

Enterprise 

Value ($M)

Earnings Per 

Share

P/E Ratio EV/EBITDA Share Price ($)

BJ’s 

Wholesale*
 12,430 15,020 4.36 21.44 13.64 94.38

Walmart* 817,060 872,640 2.65 38.30 19.56 102.48

Costco* 409,050 401,930 18.18 50.77 30.00

*As of November 14th, 2025

Using BJ's Wholesale P/E of 21.44x:

Costco EPS: $18.18

Implied Price: $18.18 × 21.44 = $389.78

Using Sam's Club (Walmart) P/E of 38.30x:

Costco EPS: $18.18

Implied Price: $18.18 × 38.30 = $696.29

Average of Both Comparables:

($389.78 + $696.29) / 2 = $543.04
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Valuation Results vs. Market Price

Our Book Value Calculations

Corporate Value*

(+) Cash and Excess Cash

(-) Total Debt

Equity Value

Outstanding Shares (millions)

Calculated Price Per Share

$184,346

$11,144

($10,848)

$184,642

442.793

$416.99*

*As of September 1st, 2024

Market Comparison

Calculated Price: $416.99* per share

Comparable Analysis: $389.78 - $696.29 per share 

Market Price: $892.38* per share
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Why Market Price Differs from Our Analysis

Brand Strength & Loyalty

High membership renewal rates (>90%) and strong Kirkland Signature brand equity.

Growth Expectations

Market anticipates international expansion, e-commerce growth, and new warehouse openings.

Competitive Model

Unique membership model, scale advantages, and proven execution create barriers to entry.

Intangible Assets

Real estate portfolio value and strong supply chain relationships not fully captured in book value.
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Costco’s Strengths & Weaknesses

Key Strengths

• Cash Flows: 4.8B (2024) with strong cash conversion.

• Revenue Momentum: 10.8% average net sales growth (2019-

2024).

• Operational Efficiency: Low SG&A (~9.14% of net sales)

• Capital Investment: Significant capex for new warehouses      

(4.7B in 2024).

• Membership Revenue: Predictable recurring revenue, high 

renewal rates.

Areas of Concern

• Thin Margins: Thin operating margins (3-4%); however, this is 

part of Costco’s strategy

• Capital Intensity: Significant capex for new warehouses 

dampens Free Cash Flows

• Intensifying Competition: Amazon Prime and E-commerce 

providers

• Scale Limitations: Large warehouse format could restrict 

expansion in urban areas
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Conclusion

Our Valuation Summary

Calculated Price per Share: $416.99*

Market Price per Share: $892.38*

Conclusion: Based on our analysis, Costco’s market value is 

significantly higher than our calculated book value.

Highlights

• Proven business model with sustainable advantages.

• Strong free cash flow and balance sheet.

• Membership model ensures predictable revenue.

• Opportunities for international growth and e-commerce.

Key Risks

Interest rate changes, consumer spending, competition, labor cost 

inflation.

Possible Growth Opportunities

Membership fee increases, international expansion, e-commerce 

growth.

*As of September 1st, 2024
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