
 
    

 

 

Carters Inc. (CRI) is a retail and wholesale company that specializes in infant through early childhood 
clothing. CRI maintains a 15% market share in the U.S. as well as 3% through its affiliate, OshKosh. CRI 
was founded in 1865. 

 

BUY 
Current Price:  $106.69 
Target Price:  $131.60 
Market Cap:  5.102B 
Beta:   .76 
Other key Metrics/Ratios 
Fiscal year 2017: February 2017- February 2018 
EBITDA Margin 14.7% 
TEV/EBITDA 10.9x 
Debt/Equity 72% 
Credit Rating BB+ 
Volume .799M 
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Thesis:  
Carter’s Inc. is an internationally loved brand of 
children’s clothing, that has had growth in 29 
straight years, regardless of economic factors. We 
can look for the 30th consecutive year of positive 
results due to several outstanding reasons, coupled 
with the strength of the company. CRI is currently 
underpriced due to a negative reaction to certain 
aspects of the Q4 year-end report in February. 
Margins seemed less than stellar due to strategic 
acquisitions and expansion, but we can look to these 
events as value generating catalysts in the near and 
long term future. A continuing aggressive approach 
to new Ecommerce technology, as well as strategic 
partnerships with Amazon, Mexican Licensees, and 
Chinese Wholesalers, will provide fast growing 
revenue streams. CRI has noticed it is a dynamic 
world of retail and wholesale, and thus is 
continuously innovating its business model, 
inventory management, and growth initiatives to 
ensure success.  
 
 
 

Catalysts: Forward looking projections that call 

for positive/negative outlook that will strengthen 
your thesis. Example: 

 Short Term(within the year): Ecommerce 
initiatives increasing sales, convenience for 
shoppers. Skewed low margin due to 
acquisitions produced a negative reaction by 
the market which will correct on the 4/26 
earnings call 

 Mid Term(1-2 years): International 
expansion (Mexico, Canada and China 
primarily) 

 Long Term(3+):  Gains from operating 
margin expansion driven by direct sourcing, 
inventory management and scaling of 
growth initiatives through partnerships and 
recent acquisitions 
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Earnings Performance: 
CRI is coming off their 29th consecutive year of sales growth. They 

improved their sales 6% when compared to 2016. This is among a 

turbulent wholesale and retail segment. The international segment 

achieved sales in excess of $400 million. Adjusted EPS was a strong 2017 

metric as it has grown at 12%. CRI beat expected EPS by $.012 as of their 

most recent earnings call on 2/17/18. Their next call is scheduled for 

4/26/18 with expected EPS at $0.98. In Q4 2017, net sales reached $1.03 

billion at a growth rate of 10%. Adjusted Diluted EPS was $2.32 at a growth of 30%. The company announced 

a $500 million share repurchase program, and a 22% increase in quarterly dividends to $0.45/share. Due to the 

Tax Cuts and Jobs act of 2017, CRI was able to implement a $20mm program in the form of enhanced benefits 

to employees. CRI also plans to use this benefit to invest $20mm in new marketing as well as increased 

Ecommerce abilities, more to follow on that later. Cash flow from operations in fiscal 2017 decreased from 

$369.2mm to $329.6mm. This was due in part to unfavorable changes in net working capital, per the 2017 10K. 

This caused a drop in price, which we will see recouped by the next earnings call.  

 
 

 

Ecommerce & Amazon: 
One of the largest threats to retailers, especially in the clothing segment, has been the emergence of Ecommerce 

and its effect on physical locations. CRI noticed this trend, and aggressively hedged against this risk. Their two 

main initiatives to address this were to create an easy to use, efficient system for 

customers to purchase through their website, and a partnership with 

Ecommerce giant, Amazon.com (NYSE:AMZN) Ecommerce sales have 

grown 15.5% in 2017 and make up 9.1% of all retail. CRI expects 30% of all 

childhood clothing to be purchased online by 2022 with a growth in online sales 

by $1billion leading up to that same year. 

Carters.com E-store 

The first thing seen when searching for CRI is a link to their web page, which 

immediately advertises their current offers as well as an easy to use interface. Babies grow very fast and thus 

need different sizing throughout their first 3 years of life. Carter’s website allows customers to select a tab for 

their age range as one of their top toolbars. As an experiment, I chose an age 

range of a 3 month old boy, and tested how long it would take me to select, and 

purchase an outfit. Immediately, the website led 

me towards certain styles and a mere 43 seconds 

later, I was at checkout with a day and night 4th 

of July outfit. CRI is also investing $20mm into 

their Ecommerce in 2018, so this experience 

will most likely become more efficient, secure 

and user friendly. This allows their target market 

of busy parents to easily buy their product and 

have it shipped to their door. With an industry 



 
    

 

wide shift to online sales, this puts CRI at the front of the pack in terms of this innovation. As well as Carter’s 

products, they also allow customers to shop for acquired brands Oshkosh B’Gosh(2005) and Skip Hop(2017). 

They currently rank #105 out of all Ecommerce retailers in the world per the “Internet Retailer 2017 Top 500. 

In Q4 2017, Net Ecommerce sales increased 17% In terms of overall internet presence; CRI has the highest 

social media engagement in Young Children’s Apparel of all competitors.  

 

Amazon.com Partnership 

CRI expects Amazon to grow to be one of their largest customers over the next 5 years per their Q4 2017 

earnings call. According to a 2016 study, 52% of online shoppers start with a search on Amazon.com. When I 

searched the Carter’s brand (not including Oshkosh and Skiphop) narrowed down in the baby section of 

Amazon’s search engine, it returned 302 pages of Carter’s branded products. This ranged from single articles 

of clothing, to outfit packages. An interesting thing CRI did to differentiate their products through amazon is 

released a collection of outfits exclusively for Amazon Prime members. CRI plans to expand its product scope 

on Amazon in the next year, following a successful first year of partnership. While Amazon can be seen as a 

threat to other brick and mortar retailers, CRI has put themselves in a place to leverage the success of the online 

shopping giant for their own gain. 

 

Segments: 

Wholesale 

 Set to grow nationwide after several rough years 

 8 out of 15 customers that CRI wholesales to are expected to grow positively this year, 2 set to report 

comparable growth 

 5 remaining are either mall based or Babies “R” US, CRI is monitoring health and hedging against 

failure 

 CRI expects their investment in Ecommerce to hedge against wholesaler decline again 

Ecommerce and Retail 

 Amazon partnership set to exponentially increase online sales 

 Set to drive over 50% of 2018 revenue 

 Online sales set to represent ~$900mm 

 Q4 2017 Ecommerce sales increased 18% compared to Q4 2016 

 Retail sales growth of $38mm in Q4 2017 

 CRI will cull underperforming stores and innovate the successful stores to control operating costs 

 

 

 

 



 
    

 

 

International Expansion and Acquisitions: 

International wholesale sales grew 41% in Q4 2017, total international sales grew 21% 

China: 

 $12 Billion market, expected to double over next 10 years 

 16 million children born every year (4x USA rates) 

 Currently heavily weighted to Ecommerce via Ali Baba  

 Wholesale to Pou Sheng, a $2 Billion publicly traded retailer, 

51 stores operated in China 

 Still a work in progress, but a bright future is ahead.  

Mexico: 

 CRI’s largest international licensee 

 Projected $30mm of business in 2018, will double over next 5 

years 

Skip Hop: 

 Acquired in Q1 2017, integrated onto website in July 

 Contributed $96mm to consolidated sales in under a year even with integration  

 Expanding Skip Hop merchandise in all Carters/Oshkosh stores in 2018 after a positive result from a 

holiday trial run 

 Acquired a low margin business, innovation and integration to fix this will show results in the next 

year 

 

 

Management & Insider Transactions: 

 Strong, results driven management 



 
    

 

 Each executive fits role due to past experience 

 Plenty of history in distribution, supply chain management 

 

Little Planet Products for Millennial Moms: 

 Millennials are trending towards socially responsible, environmentally friendly products 

 This demographic is reaching the age where the majority of Americans have children 

 CRI is one of the most popular brands amongst millennials 

 Little Planet is based around fair trade and sustainable clothing making materials and processes 

 

Conclusion:  

Carter’s Inc. is currently a buy. The market has underpriced it due to misguided analysis from the Q4 2017 

earnings call. CRI is affected the most by its operating expenses. Recent restructures including closing 

underperforming brick and mortar stores, as well as heavily turning to Ecommerce, show a conscious effort 

to mitigating this risk. CRI continues to prove its wealth generating properties by increasing the dividend and 

repurchasing shares. The long term business model, as well as short term synergies form recent ventures 

provide a profitable footprint for me to base my analysis on. The earnings call on 4/26/18 stands to increase 

the price by instilling confidence in the company’s ability to innovate and integrate new, efficient ways of 

revenue generation and cost reduction. Extremely proficient directors, who know what they are doing in 

terms of expansion and adaptation, manage CRI. Wholesalers are expected to recover from a decline in the 

past few years, which will only increase CRI’s profitability. CRI’s partnership with Amazon is possibly the 

most important catalyst to buy now. Amazon has shown no signs of slowing down its growth and while other 

retailers can be hurt by the company, CRI will continue to grow with them. The world is changing how they 

purchase goods, and Carter’s Inc. is making sure the consumer comes to them first.  

 



 
    

 

 


