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QUANTUM PULSE: AUTO PARTS

AUTO PARTS SECTOR FAST FACTS
• 3-year sector growth projections indicate a +4.1% compounded annual growth rate:
2021:$153B
2022:$160B
2023:$166B
• In 2020, the after markets sector declined by 7.3% to just $138B. As expected, the space was negatively affected by the
pandemic. In 2019, the after markets sector was valued at $149B in the U.S. alone. This implies a 3.5% annualized
growth rate compared to the $134B recorded for 2016.
• The US market has seen reasonable growth over many years. Key drivers of current and future long-term demand in
automotive aftermarkets includes number of vehicle miles driven, number of registered vehicles, new light vehicle
registrations and the average age of vehicles/fleet. Miles driven and fleet age indicators have had favorable tailwinds
(excepting for the recent short-term impact of Covid –19).
• Auto parts omni-channel sales continue to be of importance as Walmart loses its footing in the auto parts category to
Amazon with a 6 percentage point loss of shares in the past year. The acceleration of internet retailers continues to
fundamentally change how consumers plan shopping trips.
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TENANT SPOTLIGHT: O’REILLY AUTO PARTS

O’Reilly sales for three months ended
June 30, 2021, increased $374M or 12%
to $3.47B from $3.09B for the same period one year ago. Comparable store sales
for stores open at least on year increased
9.9% ending June 2021.

O’REILLY AUTO PARTS OPERATIONAL HIGHLIGHTS
• Company has been dedicated to growing its physical footprint. Back in 2016, O’Reilly operated just 4,829 locations, with all of them
situated in the U.S. This number increased each year, eventually climbing to 5,616 by the end of 2020.
• As a result of its growth initiatives, O’Reilly has seen its revenue expand at a nice pace. In 2016, the company generated sales of
$8.59B, by 2020, this figure had grown to $11.6B with continuous comparable store sales growth. Comparable store sales grew, in
aggregate, by 27.2%.
• In the first half of 2021, revenue came in at $6.56B, representing a 17.8% increased over the $5.57B the company generated the
same time of 2020.
• On June 15, 2021, O’Reilly entered into a new credit agreement with JP Morgan Chase Bank, N.A. providing a five-year $1.8B
unsecured revolving credit facility; scheduled to mature June of 2026.

CAP RATES & YTD VS. 2020 YE COMPARISON
• Cap rates for O’Reilly compressed 19 basis points from 5.95% in 2020 YE to 5.76% 2021 YTD. Asking sale prices have increased up to
$1,982,453 while 2020 YE comps averaged $1,678,176. Inventory is low with 24 single tenant investment sites currently available
on the market. Days on the market have stayed relatively stayed flat between 2020 YE to YTD, on average 182 days vs 160 days in
2020.
• Property transactions in 2021 are on par with the total number of closed transaction in 2020; on average 7-8 transactions a month.
Sale prices PSF have increased, up $33.46/SF. Sale price to asking price ratios ticked up with purchases closing at 96.58% of asking
prices, up 3.93% from 2020 YE.

O’REILLY MARKET INVENTORY
• US STORE COUNT: 5,710
• # OF UNITS ON MARKET: 24
• MEDIAN ASK PRICE: $2,950,955
• MEDIAN CAP ASKING RATE: 5.70%
• MEDIAN ASKING PRICE/SF: $237.00
• DAYS ON MARKET: 112 Days
Source: Costar
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TENANT SPOTLIGHT: AUTOZONE

AutoZone reported 63.4% operating
profit in Q3 2021 to $803.5M. Net income
for the quarter increased 73.9% over the
same period the year prior to $596.2M.
Q3 2021, company reported net sales of
$3.7B, an increase of 31.4% vs year prior.

AUTOZONE OPERATIONAL HIGHLIGHTS
• AutoZone retails products sourced from leading industry branded suppliers and markets its own branded products (private label)
sourced from low-cost Asian suppliers. Industry commentators estimate that AutoZone’s private label brands may represent almost
50% of total sales.
• Q32021, reported net sales of $3.7B for its third quarter (12 weeks) ended May 8, 2021, an increase of 31.4% from the third quarter
of fiscal 2020. Domestic same store sales, or sales for stores open at least one year, increased 28.9% for the quarter. Gross profit, as
a percentage of sales was 52.4%, a decrease of 118 basis points versus prior year. Primarily drive by accelerated growth in
commercial business and investment in pricing initiatives.
• Operating profit increased 63.4% to $803.5M. Net income for the Q3 2021 increased 73.9% over the same period year prior to
$596.2M.

CAP RATES & YTD VS. 2020 YE COMPARISON
• Cap rates for AutoZone compressed 49 basis points from 5.49% in 2020 YE to 5.00% 2021 YTD. Asking sale prices have increased up
to $1,905,891 while 2020 YE comps averaged $1,461,888. Inventory is low with 19 single tenant investment sites currently
available on the market. Days on the market decreased between 2020 YE to YTD, on average 111 days vs 164 days in 2020.
• Property transactions in 2021 are on pace with the total number of closed transaction in 2020; on average 6-7 transactions a
month. Sale prices PSF have increased, up $51.16/SF. Sale price to asking price ratios ticked up with purchases closing at 97.91% of
asking prices, up 2.08% from 2020 YE.

AUTOZONE MARKET INVENTORY
• US STORE COUNT: 5,975
• # OF UNITS ON MARKET: 19
• MEDIAN ASK PRICE: $2,800,514
• MEDIAN CAP ASKING RATE: 4.50%
• MEDIAN ASKING PRICE/SF: $408.00
• DAYS ON MARKET: 98 Days
Source: Costar
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TENANT SPOTLIGHT: ADVANCE AUTO PARTS

Advance Auto Parts Q2 2021 net sales
increased was led by a strong recovery
in the company’s professional business. Year to date operating cash flow
was $776.2M through Q2 2021 versus
$448.2M in the same period, year prior.

ADVANCE AUTO PARTS OPERATIONAL HIGHLIGHTS
• Advance Auto Parts Q2 reported $2.65B in revenue, up 6% from the year prior. Comparable store sales increased 5.8% year over
year. On a two-year stack, comparable store sales increased 13.3%.
• Operating income decreased 6.8% to $244.9M; Adjusted operating income increased 7.0% to $302.0M.
• Improvement in top-line attributed to recovery in miles driven fueling demand with double-digit DIY omnichannel growth in prior
year.
• Advance Auto Parts continues to roll out “Super Hub” locations in strategic geographic locations to serve as a store and minidistribution center to support surrounding stores and support commercial accounts. These hubs act as a small-scale distribution
center, nearly three times larger than a standard retail location - approx. 24,000 SF.

CAP RATES & YTD VS. 2020 YE COMPARISON
• Cap rates for Advance compressed 44 basis points from 7.28% in 2020 YE to 6.84% 2021 YTD. Asking sale prices have increased up
to $1,390,176 while 2020 YE comps averaged $1,252,865. Inventory is stable with 49 single tenant investment sites currently
available on the market. Days on the market have decreased between 2020 YE to YTD, on average 120 days vs 166 days in 2020.
• Total number of property transactions in 2021 are slightly lagging behind 2020 figures; averaging just under 9 sales a month vs 1011 units sold monthly in 2020. Sale prices PSF have increased, up $21.91SF. Sale price to asking price ratios decreased, with
purchases closing at 94.34% of asking prices, down 2.05% from 2020 YE.

ADVANCE MARKET INVENTORY
• US STORE COUNT: 4,748
• # OF UNITS ON MARKET: 49
• MEDIAN ASK PRICE: $1,822,131
• MEDIAN CAP ASKING RATE: 6.30%
• MEDIAN ASKING PRICE/SF: $221.00
• DAYS ON MARKET: 120 Days
Source: Costar
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