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Fastenal (FAST) 
July 31st, 2019

Moat Category 

Reinvestment Moat
Fair Value Estimate 

-
Price  

$30.66
Enterprise Value 

$19.3bn

Moat Type 

Cost Advs | Process: Scale Ecos.
Economic Moat 

Wide
Stewardship Rating 

Standard
Market Cap 

$17.6bn

What does it do: “Fastenal opened its first fastener 

store in 1967 in Winona, Minnesota. Since then, 

Fastenal has greatly expanded its footprint as well as 

its products and services. Today, Fastenal serves its 

400,000 active customers through approximately 

2,200 stores, 950 on-site locations, and 14 distribution 

centers. Since 1993, the company has added other 

product categories, but fasteners remain its largest 

category at about 35% of sales. Fastenal also offers 

customers supply-chain solutions, such as vending 

and vendor-managed inventory.” (Source: 

Morningstar) 

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018

Revenue $1,930m $4,965m

EBIT $297m $999m

Gross margin 51% 48%

EBIT margin 15% 20%

Net margin 10% 15%

Basic shares out 593m 574m

Assets $1,327m $3,322m

Equity $1,191m $2,303m

Long-term debt $0 $497m

ROIC - T-Model 22% 32%

ROIC  (EVA) 14% 20%

EVA Spread 8% 14%

Past 10-year performance metrics
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• Fastenal is one of the largest industrial 

distributors in North America. It benefits 

from scale-driven cost advantages that few 

other competitors have the ability to 

replicate. 

• The cost advantages stem from a handful of 

sources: preferential supplier pricing, 

global product sourcing, an efficient and 

scalable distribution network, private-label 

brands, and national accounts. 

• Fastenal operates 2200 stores - a key 

differentiator between itself and its 

competitors. That said, only 15% of revenue 

is generated from walk-in customers. A 

majority of Fastenal’s revenue comes from 

business-to-business transactions that take 

place on the floor of customers’ 

manufacturing plants. Fastenal’s on-site 

program places dedicated inventory and 

staffing in or near customer facilities. This 

not only drives incremental revenue, but 

supports higher retention rates and creates 

pricing power. Fastenal operates 

approximately 950 on-site locations. This 

represents 85% of revenue. 

• Fastenal has had a first-mover advantage in 

both vending and on-site services, and it is 

where majority of future growth is 

suspected to come from.

Qualitative Insights

Source: www.ibisworld.com

Industry observations

http://www.ibisworld.com
http://www.ibisworld.com
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Wide Moat Checklists

Competitive Strengths Does FAST 
have it? Evidence

Product or service is needed or 
desired (and will continue to do 
so)

. Fasteners and other MRO products are needed by manufacturing 
and construction companies.

Product is perceived by its 
customers to have no close 
substitute

 
Fastenal is in a highly competitive market, representing 3.7% of 
the industry. This leads to many substitute products.

Product is not subject to price 
regulation

. Fastenal is free from price regulation.

Strong barriers to entry . Overall barriers to entry are low. For new entrants, capital 
investment is low, technological know-how is limited, and there 
are no regulations and policy hurdles. 
The greatest barrier to entry are existing contracts and 
relationships between operators, suppliers and buyers.

Loyal customers . Price competition between players prevents a very high level of 
loyalty. 
Fastenal tries to make its distribution system an integral part of a 
customer’s manufacturing process by superior inventory 
management and on-site services. This not only drives incremental 
revenue, but supports higher retention rates and creates pricing 
power. Fastenal operates approximately 950 on-site locations.

Low risk of technological 
obsolescence

. Pace of change in technology is slow for this industry.

Abundant growth possibilities . Current industry revenue for Tool & Hardware Wholesaling is 
$67.4bn. Major demand drivers are consumer spending, 
construction activity and the vitality of manufacturing industries. 

More evidence is required to know how the market will grow in 
the future, and the role Fastenal will play.

Limited capital requirements . Business is not capital intensive.

Significant and growing free 
cash flows (and EVAs)

. More evidence needed.


