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Walmart, Inc. is an international leader in retail and 

wholesale business for merchandise and services at 

everyday low prices every day. Founded by Sam and 

James Walton in 1945. Today, Walmart operates 

through three business segments: Walmart U.S., 

Walmart International, and Sam’s Club. Walmart 

U.S. has 4,717 stores; Sam’s Club U.S. has 600 clubs 

and Walmart International has 5,305 stores while 

employing approximately 2.1 million people 

worldwide.  

Company Description 

 

 

Price Data 

Current Stock Price:     $148.49 

52 Week Range   $160.77 - $117.27 

 
 

Key Metrics 

Market Capitalization                 $404.565B 

Shares Outstanding        2.72B 

Beta           0.49 

Forward P/E        26.19 

EPS         $5.60 

 

Performance Highlights and Financial Ratios 

ROE      18.93% 

Retention Ratio     47.76% 

Current Ratio          0.82 

Debt to Equity          0.64 

 

 

 

Snapshot 

 

 

We recommend a SELL rating for Walmart Inc. with a target price range of $107 - $123, because it has a 

4.37%-28.13% downside. We expect that Walmart is facing a period of little to no growth. With their 

number of locations in urban areas as well as in the international space shrinking, potential growth in their 
other avenues like e-commerce and private warehouse space, Sam’s Club, won’t be enough to compete 
against other competition. 

Drivers of Investment Thesis  

• Market Saturation: Walmart has oversaturated the market, especially in urban areas and 

internationally, causing them to need to shut down stores all over the globe. These shrinking 

streams of revenue makes Walmart extremely dependent on their e-commerce lanes and Sam’s 
Club segment to boom, especially due to Walmart’s slim margins. 

• Increased Competition: Walmart has many competitors in this industry and the two channels it’s 

trying to grow (e-commerce and private warehouse club) already have steep competition 

(Amazon and Costco) that would be hard to overcome. It’s uncertain how Walmart’s e-commerce 

channel will fare against a company like Amazon that has owned the space for so long, and 
similarly for Sam’s Club’s competition with loyal-membered Costco. 

• Operating Margins: Walmart operates very slim margins, and with increasing cost of sales, it 

will be hard for the company to continue keeping profits high. 

Risks to Investment Thesis 

• Shifts in Consumer Preferences: With the state of the economy, many consumers are looking to 

save money wherever they can. Walmart’s policy of Everyday Low Prices is a strategy that can 
work well for them during these times. Higher income customers are more attracted to these 

prices when everything is more costly, and Walmart’s overall customer base can grow. This could 

not pan out well for Walmart though as it is difficult to maintain these low prices with cost of 
sales increasing. If prices at Walmart increase, they could lose their competitive advantage. 

\ 
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We recommend a SELL rating for Walmart (WMT), as we are 

uncertain of how their role in the retail space will fare in the future. 

Walmart is one of the largest retailers in the world and has a very 

large portion of its sector’s market share. With this being said, 

Walmart is seeing some shrinkage in certain areas. Its urban 

locations are struggling, and Walmart is being forced to close more 

and more locations due to the lack of profit. Also, internationally, 

Walmart has been closing stores, and it doesn’t seem to be looking 

to add any new ones. Recently, it’s taken new initiatives to get into 

e-commerce. This was initiated by pandemic lockdowns due to 

consumers looking for contact-free shopping options such as 

delivery and pick-up options. Their success has been minimal 

though as its e-commerce fulfillment centers are seeing hundreds 

of layoffs and its pickup only locations are being shut down 

(Tobin, Reuter). Along with some its struggles found in the e-

commerce sector, Walmart has been losing stores in urban areas as 

well as internationally. Walmart is going to need Sam’s Club, its 

private warehouse club who must compete against Costco, to 

continue to see significant growth for Walmart to continue to 

grow. Considering all of this, along with a very unstable economy, 

it is best to give Walmart (WMT) a SELL rating. 

 

 

 

Walmart is an American multinational retail corporation that 

operates a chain of supercenters, discount stores smaller grocery 

stores known as Neighborhood Markets, private warehouse clubs 

under the name Sam’s Club, along with e-commerce channels. The 

company has thousands of locations across the globe generating 

$611.29  billion dollars in revenue for the fiscal year ending 

January 31, 2023, being one of the powerhouses of this sector. The 

revenue generated for Walmart can be attributed to their three 

business segments: Walmart US, Walmart International, and Sam’s 

Club.  

One of the primary strategies of Walmart is its signature Everyday 

Low Prices. This strategy is to offer low prices on everything they 

sell without the need of promotions, discounts, or coupons. This is 

one of the strongest pull factors of the company. While it brings 

many customers into the store, it is responsible for Walmart’s sli 

margins and requires their stores to sell large volumes to stay 

profitable. 

Newer developments by Walmart include e-commerce channels as 

well as a bump in growth from Sam’s Club. Walmart’s e-

commerce channel offers anything offered in store to consumers 

via webiste or mobile app, and has a premium feature called 

Walmart+, which is similar to Amazon Prime. Sam’s Club has also 

seen recent growth and Walmart is looking to have them become 

more competitive with Costco. 

Walmart US 

Walmart US is the largest division of Walmart, contributing to 

68.80% of the company’s total revenues in 2023. This branch 

consists of over 4,700 stores across the country divided between 

Walmart Supercenters, discount stores, as well as their smaller 

footprint stores called Neighborhood Markets commonly found in 

urban areas. These Neighborhood Markets have been a shrinking 

part of their revenue and Walmart US is going to look to focus and 

keep developing their other formats commonly found outside of 

urban centers. Their stores outside of these urban areas continue to 

have success though helping Walmart continue to see revenue 

growth each year. Part of this success is attributed to wealthier 

consumers looking for better values in today’s economy. 

Walmart’s commitment to Everyday Low Prices has attracted these 

new customers away from the higher cost competitors.  Due to 

Walmart’s strength in the segment and overall volume it works 

with, it allows them to be able to promise its customers affordable 

prices that can work with any budget and is what’s helped them 

stay on top. 

Walmart International 

Walmart International is a much smaller segment than Walmart US 

only making up for 16.52% of revenues as opposed to 68.80%. 

While it is not as large it still operates under the same practices as 

its US counterpart and has similar store formats like supercenters 

as well as smaller markets. Walmart International is a shrinking 

business line for the company and its projected revenue to decrease 

a little less than two percent over the next five years. 

Sam’s Club 

Sam’s Club is Walmart’s private warehouse club specializing in 

selling bulk goods to consumers for a lower per-unit price. Being a 

Executive Summary 

Company Analysis 



  

private club, Sam’s Club requires their customers to hold a 

membership with their stores that charges an annual fee. While 

Sam’s Club accounts for the second smallest portion of Walmart’s 

revenue that could change. Over the last few years Sam’s Club has 

been growing steadily while Walmart International has been 

shrinking and we see Sam’s club overtaking the international 

branch for the second greatest source of revenue. 

Membership and other Income 

The smallest contributor to Walmart’s revenues is their revenue 

from membership and other income accounting for only 0.88%. 

This includes membership costs from Sam’s Club costing 

consumers $50/year for standard membership or $110/year for Plus 

membership. This also includes Walmart+ membership fees of 

$12.95/month. 

Economic analysis 

 

In the wake of economic uncertainty, Walmart’s success or failure 

will be determined by economic variables. Currently, all eyes are 

on the Federal Reserve. If employment numbers beat the expected 

numbers, this will cause the market to go down on the belief that 

the Federal Reserve will continue raising interest rates. Rising 

interest rates have left consumers making tough decisions on how 

they will allocate their spending. Roughly 35 percent of Americans 

carry credit card debt from month to month, causing these 

consumers to be prudent with their financials. This increase in 

rates has caused debt to be more expensive than projected.  These 

economic variables affecting Walmart include Inflation – 

Consumer Price Index (CPI), Real Gross Domestic Product (GDP), 

Income & Wages, and Consumer Confidence Index (CCI). 

Inflation – Consumer Price Index 

In June 2022, inflation was the highest since 1980 with 9.1 percent 

monthly change for all items. During the COVID 19 pandemic 

interest rates were close to zero. Almost three years later, inflation 

reached an all-time high number. Currently, for the month of 

March, inflation is at 5 percent. Inflation directly affects consumer 

spending, and with higher inflation consumers shift their shopping 

behaviors to discount retailers like Walmart and/or to shop in bulk 

at stores like Sam’s Club. Sam’s Club revenue grew by 

approximately 14 percent in 2022. Jerome Powell, Federal Reserve 

chairman, told to the U.S. Senate “Although inflation has been 

moderating in recent months, the process of getting inflation back 

down to 2% has a long way to go and is likely to be bumpy” 

(Mitzner, 2023).  

 

This statement by Mr. Powell indicates he may be continuing to 

We are forecasting a 
continuous rise in interest rates or sustaining 

current interest rates for a longer period to bring inflation back 

down to 2 percent. Lower inflation leaves more power to the 

consumers money, but if these same consumers’ monthly debt 

payments are increasing, these individuals will need to budget their 

spending which could be beneficial for Walmart. But if interest 

rates don’t increase or go down within the next fiscal quarter could 

be negative for Walmart. Consumers could not look for low prices 

or shopping in bulk anymore and go back to relatively normal 

spending.  

Real Gross Domestic Product 

Real Gross Domestic product is defined as the inflation adjusted 

value of the goods and service products by labor or property in the 

United States of America. The United States economy has fully 

recovered since the COVID-19 pandemic. 

  

Source 3: FRED Real GDP Growth 

Currently, the U.S. economy expanded by an annualized 2.6 

percent in quarter four in 2022. The estimates were an increase of 

2.7 percent (miss by.1 percent). Consumer spending was .4 percent 

below the estimate (1 percent compared to 1.4 percent), but 

spending on goods declined by 0.1 percent compared to the decline 

estimate of 0.5 percent. For the year 2022, it started rough with 

quarters 1 and 2 experiencing a negative growth in GDP but in the 

last two quarters GDP increased.  

Economic Analysis 

 

Source 2: U.S. Bureau of Labor Statistics 12-Month CPI 



  

Even with a slow start to the economy, Walmart US and Sam’s 

Club recorded record high profits.  

 

Income & Wages 

In the current economic climate, consumers are being diligent 

when spending money due to inflation and interest rates. This 

causes consumers to make tough decisions when it comes to saving 

money on daily essentials. Since the start of 2022, wage growth is 

trending in a negative linear pattern. But, in the start of 2023 wages 

had a growth change.  

 

Source 5: Trading Economics U.S. Wages and Salaries 

This downward trend of wage growth we believe will continue. 

There may be a month or two that experience a growth rate in 

wages, but overall, the negative trend for wage growth will 

continue into 2024. Labor is Walmart’s largest cost, but Walmart 

pays their employees a minimum of $14.50 an hour and an average 

of $17.50 an hour. For the 340,000 store employees experiencing a 

raise, that will add $5.95 million per hour in cost in wages. This 

expense is off stetted by consumers shopping at discount retailers 

and buying in bulk.  

Income in the United States has remained constant with an average 

of 0.5 percent monthly growth from the start of 2022 to March 

2023. As stated with the growth in wages in the start of 2023, 

income had a positive 0.3 percent change from the previous month, 

but it declined by 0.3 percent the following month. Forecasted 

household income in the United States is trending down, as we 

believe the average for 2023 will be approximately 0.4 to 0.35 

percent. Walmart has and will continue to benefit from consumers 

shifting their shopping behaviors to the stores motto of having 

everyday low prices. 

 

Consumer Confidence Index 

Source 7: FactSet 

The Consumer Confidence Index is a vital metric to the consumer 

staples industry. Consumer confidence in the economy (both 

present and future) influences buying habits, and therefore, sales 

within the industry. Consumer confidence typically declines amid 

concerns of economic downturn. A decline in consumer 

confidence is accompanied by a decrease in discretionary spending 

and a substitution in favor of goods with a lower price point. For 

example, buying private label instead of more premium brands. 

 Since September of 2022, consumer confidence has been 

increasing month to month amid fears of a recession. Forecasting 

CCI is difficult because it predicts consumers psychology, but with 

the recent fall of regional banks, consumers could be less likely to 

spend money due to economic uncertainty.  

The current increase in CCI is great for Walmart, but after Q1 in 

2023 could be troublesome for Walmart. Walmart will see more 

consumers shopping at their stores as CCI declines, but during 

summer months West Texas Intermediate prices will increase, 

which could cause CCI to decline and cause consumers to be very 

conservative with their finances because all consumer goods and 

services will be expensive. 

 

Source 8: Consumer Confidence Index by OECD 

 

Source 4: Trading Economics U.S. Monthly Growth Rate 
Source 6: Trading Economics U.S. Forecasted Wages and Salaries 

 



  

 

 

 

Walmart is listed under the consumer staples – food and staples 

retailing industry. The food and staples retailing industry is 

comprised of four sub-industries: hypermarket & supermarkets, 

drug retail, food distributors, and food retail. This industry has the 

smallest margins in the consumer staples industry, but it has the 

largest revenue market share.  The food and staples industry 

provides consumers with merchants who sell groceries, 

pharmaceutics, and other products consumer’s desire. The tables 

below display Walmart’s competitors. 

 

 

Competitors 

Walmart is a hypermarket/supermarket, drug retail, food retail, and 

eCommerce company. Walmart’s competitors focus on specific 

areas within the food and staples retail.  

Target Corporation consumers on average have higher household 

income compared to Walmart. For the fiscal year ended 2022, 

Target had a record high EPS, then as the economy start tightening 

their sales net income decrease with their EPS cutting in half in the 

following fiscal year. Walmart business model maintains 

consistency rather than Target who experiences rapid highs than 

lows.  

Costco Wholesale Corporation is a wholesale and retail 

corporation that is a direct competitor to Walmart’s Sam’s Club. 

As the economy contracted consumers shifted their shopping 

behaviors to wholesale retailers which has led to Costco 

consistently having the highest earnings per share (EPS) in the 

industry. Sam’s Clubs revenue grew by approximately 15.1 percent 

in 2022 and 14.67 percent without adding a single store. Costco 

consumers are arguably the most loyal in the industry and could 

make it difficult for Sam’s Club to see significant long-term 

growth. 

Amazon.com, Inc. was the major eCommerce platform and food 

retail platform through their acquisition of Whole Foods, a 

premium grocery retail store. Walmart+, is a subscription-based 

eCommerce service by Walmart to compete with Amazon. 

Walmart joined the eCommerce party a little too late with 

Walmart+ to really compete with Amazon and their Prime 

membership service. If Walmart had started this venture earlier, 

they could have had a greater market share within eCommerce 

space. Whole Foods only controls approximately 1 percent of 

grocery store markets while Walmart, 19 percent, and Kroger, 9 

percent. During economic uncertainty Walmart will experience 

consumers switching from Whole Foods to their stores.  

The Kroger Co. is Walmart’s largest competitor in the grocery 

retail space while controlling 10 percent less of the market share. 

Kroger has the second lowest EPS from the comparable companies 

list. Kroger has a difficult time turning their net sales into net 

income. Kroger has a lower price to sale ratio than Walmart by 0.4. 

Kroger online sales grew by 116 percent, over $10 billion, and it is 

believed that Kroger online sales will again double in 2023. To be 

successful today, corporations need to improve their eCommerce. 

Currently, Kroger has private label and premium products, and 

have been offering discounts for their premium products through 

promotions and coupons. Walmart on the other hand already has 

low prices on all premium products by default with their everyday 

low prices, along with private label goods.  Consumers know that 

they will receive some of the lowest prices in the industry without 

having to look for coupons to shop at places like Kroger.  

CVS Health Corporation and Walgreens Boots Alliance, Inc. are 

built around drug retail with cosmetic and grocery items at their 

locations. Consumers do not do their primary shopping at these 

stores, instead if they are there or near a CVS or Walgreens 

consumers will purchase items.  

Dollar General Corporation primarily operates in low-income 

areas, and they do not see consumers switching from Walmart. 

This is because they offer similar prices and Dollar General is 

location dependent, but they have the highest sales to net income 

conversion out of Walmart’s competitors. 

BJ’s Wholesale Club Holdings, Inc. is another wholesale retailer 

who fights with Sam’s Club and Costco for revenue market share. 

Industry Analysis 

 

 

 

 



  

BJ’s focus is their market east of the Mississippi river while the 

other wholesale retailers are across the nation.  

Industry Trends 

Currently, the industry is experiencing a shift in consumer 

behavior due to the rise of eCommerce. During the COVID-19 

pandemic, McKinsey reported a 20 – 30 percent increase in 

eCommerce grocery sales. The five-year growth projection for 

online eCommerce grocery sales will have a compound annual 

growth rate (CAGR) of approximately 11.7 percent according to a 

forecast by Brick Meets Click and Mercatus. The quickest growth 

within the sector is the order ahead and pickup at sore which is 

going to grow at approximately 13.5 for the next five years. In 

2023, pickup orders attributed to roughly 50.3 percent of 

eCommerce grocery sales, increased by 4.9 percent from the 

previous year.  

Currently an inflationary environment exists, and consumers are 

switching their behaviors and shopping at discount grocers, 

purchasing products in bulk, and switching to private label/store 

brands. This is beneficial for Walmart because consumers do their 

shopping at Walmart for the everyday low prices. 

 

 

Valuation Methodology 

To value Walmart, our group collected a large sample size of 

historical data from the last 10 years starting on FYE January 31, 

2013. Once we had all our data correctly formatted, we were able 

to forecast Walmart’s financials for the next five years ending FYE 

January 31, 2028. We used these forecasted numbers to produce 

multiple valuation models including Discounted Cash Flows, 

Economic Profit, Dividend Discount, and Relative Valuation. By 

employing these models, we derived a range of intrinsic values that 

a share of Walmart stock should be valued at. 

Revenue Decomposition 

Walmart’s revenues are broken up into the categories Walmart US, 

Walmart International, Sam’s Club with Fuel, and Membership 

and other income. We took the revenue numbers and found each 

segments’ percentage of revenue as well as revenue growth to see 

which segments were more/less successful. The forecasted 

revenues of each segment were calculated by multiplying the total 

store square feet by sales per square foot for each given segment. 

Total square feet was forecasted by taking average growth of the 

number of stores and applying that to each year then increasing 

total square feet by average store size per number of stores 

increased (or decreased). Forecasted sales per square foot was 

found by finding the average growth rate of sales per square foot 

and applying that growth rate number to the previous year’s sales 

per square foot. To forecast membership and other income, the 

average growth rate of historical data was calculated to find a 

conservative growth average for the segment. 

Walmart brought in $611 billion in revenue in 2023 and it is 

forecasted to bring in $825 billion by year 2028 contingent on 

Walmart US to continue having success in its Supercenter and 

discount store formats, as well as Sam’s Club’s growth. 

Weighted Average Cost of Capital (WACC) 

Walmart’s WACC was calculated to be 5.61%. To come to this 

conclusion, the cost of equity (5.96%) was calculated assuming the 

risk-free rate to be 3.57% based on a 10-year T-bond, 5-year 

weekly beta (0.49) and Damodaran’s implied equity risk premium 

of 4.88%. To find the cost of debt (3.10%) the same risk-free rate 

was used as well as the pre-tax cost of debt based on the YTM of 

Walmart’s 10-year corporate bond issued 09/22 (4.15%), and their 

marginal tax rate of 25%. Walmart’s market value of equity is 

87.73% of the value of the firm and its market value of debt is 

12.27% of the value of the firm. This calculation is necessary for 

the accuracy of the valuation models. 

Discounted Cash Flow and Economic Profit Models 

We calculated a share price of $113.95 for both the discounted 

cash flow model as well as the economic profit model. To calculate 

the price for the discounted cash flows through the year end 

January 2028 we used our WACC to find the present values of 

each year’s free cash flows (free cash flow is calculated by 

subtracting capital expenditures from NOPLAT). Then we used the 

WACC again along with the CV growth of NOPLAT estimation 

and the CV year ROIC to calculate the FCF continuing value. 

After summing all discounted cash flows, we reached our value of 

operating assets. Non-operating adjustments were made to this 

number, and we were able to reach Walmart’s value of equity. 

Dividing this number by shares outstanding led us to the implied 

share price of $113.95. 

To compute the economic profit (EP) model, we took many of the 

same steps used in the discounted cash flow model. Instead of 

using free cash flows though, we used economic profit which is 

calculated by using each year’s beginning invested capital and 

multiplying it by the difference of ROIC and WACC. We used the 
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same process as the DCF model for calculating the present value of 

those economic profit numbers, as well as the same method for 

computing the continuing value. After summing the present values 

of EP with the continuing value, we had to add in the previous 

year’s invested capital to attain Walmart’s value of operating 

assets. Like the DCF model, we needed to factor in non-operating 

adjustments to reach the value of equity, which we then divided by 

the amount of shares outstanding to reach a share price of $113.95. 

Dividend Discount Model 

We calculated our dividend discount model (DDM), by first 

pulling the forecasted EPS numbers for each year, then pulling in 

the forecasted dividends per share and discounting them the 

appropriate number of periods. Then, we needed to predict the 

future stock price. To do this we started by finding the price-to-

equity multiple of the CV year using our estimated CV growth of 

EPS of 2.5%, the CV year ROE of 26.49% and the cost of equity 

of 5.96%. With these numbers, we calculated a CV year P/E 

multiple of $26.20. We multiplied that by the CV year forecasted 

EPS to then achieve a future stock price of $183.02. After 

discounting the future stock price and adding it to the other 

discounted cash flows generated by discounting each year’s 

dividends per share, we achieved an intrinsic stock value of 

$154.95. 

Relative Valuation 

For our relative valuation we looked to calculate price-to-earnings 

and price-to-sales ratios to find the implied relative value of 

Walmart. We looked towards Walmart competitors to determine 

these relative valuations. The companies included were Costco, 

Target, Kroger, Amazon, Dollar General, BJ’s Wholesale Club, 

CVS Health Corporation, and Walgreens Boots Alliance. 

We calculated implied value of Walmart for years 2024 and 2025 

based on the price-to-earnings model are $109.54 and $100.75 

respectively. We found this by finding an average price-to-

earnings ratio among those competitors we chose to compare 

Walmart to. Then, we took that average and multiplied it by 

Walmart’s EPS. 

To calculate implied relative value based on price-to-sales, we took 

the same steps as in the price-to-earnings model by initially finding 

the average sales-to-share ratio amongst the competitors. Then we 

multiplied the average by Walmart’s price-to-share ratio to reach 

relative valuations of $134.80 and $137.90 for years 2024 and 

2025 respectively. 

 

 

Equity Risk Premium vs. Beta 

The equity risk premium and beta are both very important for the 

calculations in our model for calculating the cost of equity, which 

is critical in our calculations for WACC, as well as our DCF, EP, 

and DDM models. The sensitivity of this comparison was very 

high, having the second greatest range of prices from $89.47-

$147.74. This could be likely due to 87.73% of Walmart’s market 

value being attributed to equity. When beta and equity risk 

premium increase, we see an adverse impact on the stock price, 

and when they decrease, we see stock price increase. 

 

WACC vs. CV Year ROIC 

This table compares the weighted average cost of capital to the CV 

Year (2028) return on invested capital (ROIC). This table creates a 

range of prices from $95.76-$147.53. We noticed that WACC and 

ROIC have an inverse relationship; price goes up when WACC 

decreases and ROIC increases. This is very logical as the cost of 

capital increasing would likely add to lesser returns on invested 

capital. 

 

Risk Free Rate vs CV Growth of NOPLAT 

In this sensitivity table, we wanted to see the impact of changes in 

risk free rate and CV growth of NOPLAT. Risk free rate is 

necessary for finding our cost of equity and WACC, which 

ultimately determines our valuation for our DCF and EP models. 

CV growth of NOPLAT is also a necessary component in 

determining our valuation for those two models as well. We 

noticed that with this table, Walmart’s stock value is at its highest 

when the risk-free rate is lower and CV growth of NOPLAT is 

higher. 

Sensitivity Analysis 



  

 

Marginal Tax Rate vs. Pre-Tax Cost of Debt 

Next, we examined how changes in marginal tax rate and pre-tax 

cost of debt impact the stock price. Both values are factors in 

Walmart’s market value of debt which is a much smaller portion of 

their overall market value at 12.27%. These are still important 

factors to look at due to their overall impact on the WACC which, 

as mentioned before, is a crucial part of the valuation process. This 

table displays that when both marginal tax rate and pre-tax cost of 

debt are lower, the stock price increases. 

 

 

SG&A as a % of Total Revenues vs, COS as a % of Total 

Revenues 

In this sensitivity table, we looked at two of Walmart’s most 

important factors in operations, cost of sales and selling, general, 

and administrative expenses. These two expenses account for over 

95% of their expenses this most recent fiscal year, and their cost of 

sales is especially crucial to their valuation as their cost of sales is 

very high, and their margins are very low. Due to this dynamic, the 

range of values in this table was by far the greatest, ranging from 

$38.33-$189.51. For Walmart’s value to increase it is best, that 

their selling, general, and administrative expenses decrease as well 

as their cost of sales. 

 

 

 

Dividend Yield vs. Cost of Equity 

Dividend yield and cost of equity were the next two factors we 

looked at in a sensitivity table. This table was the least sensitive 

table out of all the ones we tested with a very small range of stock 

values from $113.61-$114.28. We wanted to see the effects of 

these two as they are both important for the DDM model. What we 

noticed from this table is that stock price is higher when dividend 

yield is lower, and cost of equity is higher. 

 

This report was created by students enrolled in the Applied Equity 

Valuation (FIN:4250) course at the University of Iowa. The report 

was originally created to offer an internal investment 

recommendation for the University of Iowa Krause Fund and its 

advisory board. The report also provides potential employers and 

other interested parties with an example of the students’skills,    

knowledge and abilities.  Members of the Krause Fund are not 

registered investment advisors, brokers or officially licensed 

financial professionals. The investment advice contained in this 

report does not represent an offer or solicitation to buy or sell any 

of the securities mentioned. Unless otherwise noted, facts and 

figures included in this report are from publicly available sources. 

This report is not a complete compilation of data, and its accuracy 

is not guaranteed. From time to time, the University of Iowa, its 

faculty, staff, students, or the Krause Fund may hold a financial 

interest in the companies mentioned in this report. 
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