1st Quarterly Report for Alimentation Couche-Tard Inc. Class B (ANCUF) 

Date: December 13, 2020 

Alimentation Couche-Tard Inc. operates a network of convenience stores across North America, Ireland, Scandinavia, Poland, the Baltics, and Russia. The company primarily generates income through the sale of tobacco products, groceries, beverages, fresh food, quick service restaurants, car wash services, other retail products and services, road transportation fuel, stationary energy, marine fuel, and chemicals. In addition, the company operates more stores under the Circle K banner in other countries such as China, Egypt, and Malaysia. Its operation is geographically divided into U.S., Europe, and Canada. Revenue from external customers fall mainly into three categories: merchandise and services, road transportation fuel, and other. ANCUF has a narrow economic moat.
Vanguard Business Overview

Alimentation Couche-Tard Inc. (French for "food for those who go to bed late") is the leader in the Canadian convenience store industry, with a large presence throughout the U.S. and Europe. It also offers road transportation fuel at many of its locations, which total approximately 14,340 globally. As of July 19, 2020, the network, including brands like Couche-Tard, Mac's, and Circle K, consisted of 9,274 stores in North America, 2,714 in Europe, and 2,350 in emerging markets that are operated via licensing deals. Has roughly 131,000 employees (109,000 in N.A. & 22,000 in Europe). Pres. & CEO: Brian Hannasch. Inc.: Qubec. Addr.: 4204 Industriel Blvd., Laval, Qubec, Canada, H7L 0E3. Tel.: 450-662-6632, ext. 4407. Internet: www.couche-tard.com
Percentage change in Sales from year ago quarter -22.1%
Percentage change in Earnings per Share from year ago quarter 33.3%
Is company meeting our target sales & earnings estimates? No & Yes
Pre-tax Profit on sales trend?  Up
Return on equity trends?  Up
Debt? Down
Current PE is 13.9   

Where does it fall in my estimated High/low range of PE’s? Low end
Signature PE = 23
Club cost basis for this stock is 30.9593    Current price is 34.47 (12/11/2020) 
Current fair value:  Morningstar: $32.82      S&P: $??  
My SSG Total Return is 17.4%      Projected Average Return is 13.4%
Drivers: 
From the Value Line Commentary - Justin Hellman October 16, 2020
Results have held up surprisingly well at Alimentation Couche-Tard. In fact, share net of $0.95 for the first quarter of fiscal 2020 (year ends April 25, 2021) sailed past our $0.60 estimate, despite challenging business conditions caused by COVID-19. (Note that all financial data are presented in Canadian dollars.) Transportation fuel volumes, as expected, were badly pressured by the global pandemic, with same-store sales falling across the U.S., Canada, and Europe. But fuel margins remained healthy during the July stanza, thanks to sluggish crude oil prices and hard-won sourcing improvements. And the merchandise business performed quite well, as economies gradually began to reopen and customers tended to purchase more on their trips to the company's convenience stores. Couche-Tard, meanwhile, under the leadership of CEO Brian Hannasch, continued to do a fine job of containing costs and maximizing cash flows. And it closed the first quarter in solid financial shape, with a moderate debt-to-capital ratio (of 36%) and liquidity of nearly $5.8 billion (including cash available under its credit facility). Prospects appear decent as we look through the balance of fiscal 2020 and into next year. Visibility is still rather limited, to be sure, with the coronavirus apt to wreak further havoc on the volatile fuel segment. The merchandise operations, however, should maintain their momentum, buoyed by new ``frictionless'' delivery and payment initiatives and an expansion of the popular Fresh Food, Fast program in the U.S. And market-share advances seem likely, especially as more units are transitioned to the recognizable Circle K moniker. All in all, we now see share earnings coming in at $2.70 and $2.80 in fiscal 2020 and fiscal 2021, respectively, and reaching around $4.50 by the 2023-2025 horizon. Our longer-term projections may well prove to be conservative, too, given the company's long track record of inking acquisitions, and its desire to push deeper into Asia. As currently valued, this neutrally ranked issue looks good for the buy-and-hold crowd. The dividend is notably modest here, but we think there's ample room for Couche-Tard to hike the payout. 
Recommend: Hold (SSG says Buy)
