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Investment Narrative

• Carter’s is the largest branded marketer of young children’s 

apparel in North America 

• Recommendation: BUY with PT of $100.82, representing an 

upside of 32.11% from 1/27/24 close at a 5% weight

Investment Thesis Introduction

I. Carter’s is a high-quality business through owning the 

two most highly recognized and trusted brand names in 

children's apparel: Carter’s and OshKosh B’gosh that 

specialize in products with a short replacement cycle

II. Industry trends such as birth rates have recently 

stabilized giving Carter’s a positive outlook moving 

forward

III. Investors are underappreciating Carter’s destocking 

efforts to improve the business

Market Cap $2.82B

Enterprise Value 3.22B

Last Close (1/27/24) 76.31

52 Week Range $60.66 - $86.76

LTM Revenue $2.96B

Operating Margin 11.8%

Net Debt/EBITDA 1.1x

NTM P/E 12.54x

Investment Narrative
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Company Overview

Products % of Total Revenue1Carter’s Operates in 3 Segments with a Variety of Brands

US Makes up 86% of Revenue1 Revenue & EBIT Margins1

Carter’s is the Largest Branded Marketer of Children’s Apparel

34%

35%

15%

15%

Baby Playclothes

Other Sleepwear 

(1) CRI 2022 10-K

US Retail

US 

Wholesale Strong relationships with multi-national 

retailers offering exclusive brands  

Offer sizes from newborn to 14 with a focus 

on baby and toddler sizes 

International Retail, ecommerce, & wholesale outside US 

188 Stores in Canada 53 Stores in Mexico
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Operating Margin International 
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Carter’s is the Leading Brand in Baby & Children’s Apparel

(1) CRI 2022 10-K (2) IBIS World (3) US Census Bureau

Industry Overview

Market Share Indicates Carter’s Market Dominance Over Private Label Competitors

Lower Child Population Drove Industry Decline from 2014 to 2019

Carter’s

Next Largest 

Private Label 

Brand 

Other 

10% 6%

84%

0 to 10 Year Old Market1

19%

6%

75%

0 to 2 Year Old Market1

12%

7%

81%

3 to 4 Year Old Market1

Carter’s has over 3x the 

market share of the next 

largest brand 

Carter’s has over 1.7x the 

market share of the next 

largest brand 

Carter’s has over 1.7x the 

market share of the next 

largest brand 
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Total Revenue of Children’s & Infant Clothing in US2 Compared 

to Population of Children Under the Age of Nine3 
TAM of the baby 

and young 

children’s 

apparel market 

ages 0 to 10 in 

the US1

Total revenue in the 

children’s apparel market 

has decrease as the 

population of the children 

decreased 

COVID-19
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ProjectionsClosed 

Stores
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Short Replenishment Cycle Creates a Strong Business Model

Investment Thesis

Carter’s Brand Grows with Each FamilyBaby Clothing Replenishment Cycle1

Trading Low Margin Stores for Better LocationsStores are the #1 Source of New Customer Acquisition

Every 3 months of the child’s first 2 years, 100% of 

their wardrobe is replaced

(1) CRI at Evercore ISI 3rd Annual Consumer & Retail Conference (6/14/2023)

Opportunity to have a mom’s first purchase of a 

wardrobe for their new baby then extending the 

relationship into toddler and then into 4 to 7
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Closed ~100 low operating stores in 2021

When lease is up for renewal must decide for the next 

10 years → in recent years will let lease expire and 

move to a location with higher traffic

New stores have higher margins driven by improved 

pricing, lower ocean freight rates, & better sell 

throughs (less than 20% sold on clearance)

Rarely closes stores early because nearly all stores 

are cash flow positive 
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# of Engagements by Calendar Year1

COVID-19 interrupts 

dating habits

Recovery to 

pre-pandemic

After a 14 Year Decline, Birth Rates Have Stabilized

Stabilization in Industry Trends Create a Positive Outlook

Investment Thesis

Engagement Recovery Typical Family Formation Process

Average Age of Marriages are Increasing

Fertility Rates3

(1) Signet (world’s largest diamond retailer) Investor Relations Presentation 2023 (2) US Conesus Bureau (3) Congressional Budget Office, Report: The Demographic Outlook
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A couple is deemed a family when married, which is 

typically followed by procreation

Everyone knows when somebody is having a baby, 

and a big part of baby apparel is gift giving  

Carter’s captures gift giving customers by being the 

best-selling national brand in baby apparel and being 

within $1 to $2 of all private label competitors

Rate for Women 
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Total 

Fertility Rate

Rate for Women 

Ages 30 to 49

B
ir

th
s
 P

e
r 

W
o

m
e
n

Rate for Women 30 to 49 growing faster 

 

Delayed childbearing & 

rising average age of 

mothers
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Successful Destocking Efforts Has Created Healthier Business 

Investment Thesis

Customers Facing Inflationary Pressure & Wholesalers Decreasing Inv Forced Carter’s to  Adjust Inv Levels

Inventory Reduction Led to Improved Cash Flows2

Lower 

Production

Cost 

Lower 

Ocean 

Freight Cost

Driver of 

Margin 

Expansion

Average Unit Cost of a $20 Three Pack of Onesies3 

Destocking
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Inventory Levels2

Manufacturing Capacity in Asia Opening Up

$6 

$2 
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Production

Shipping

Gain 

Discount 

Average Inv Units in Store1

Major 

decrease in 

inventory 

came from 

“pack and 

hold”

44 million vs 

103 million 

from Q3 to Q4

EBIT Margins improved from 6.3% to 11.8% over the 

past quarter → projected to be consistent moving 

forward 
(1) Q2 23 Earnings Call (2) Company filings (3) Tegus Interview w/ Former CRI Director
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Bullish on Net Store Additions 
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Valuation

Thesis in ModelLTGR DCF Valuation

CIMG Street Difference 
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Catalysts

• Believe management will deliver on opening 250 stores 

by 2027, as they have achieved previous store opening 

goals in the past

• Destocking has improved cash flow allowing Carter to 

fund additional store openings 

• Stabilized birth rates will improve the volume of 

transactions improving SSS growth 

Staying consistent with 75% 

net store additions from 

guidance of opening stores 
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Management 

Appendix

Current Management Team

Michael Casey 
Chairman & CEO

1993 – Vice President of Finance 

2003 – EVP and CFO

2008 – CEO 

2009 – Chairman of the Board

Richard Westenberger
EVP & CFO

1992 to 2006 – Senior Vice President 

& CFO at Lands’ End

2009 – Joined Carter’s as EVP & CFO

2024 – Will be promoted to Senior EVP 

Chief CFO, & Co-COO

Kendra Krugman
EVP, Retail & CMO

2007 – Manager, Merchandising

2023 – EVP, Retail & Chief 

Merchandising Officer

2024 – Will be promoted to Senior EVP 

& Chief Creative & Growth Officer

Carter Murray
Potential Candidate to be the Next COO

2002 – Born

2023 – VP Operations for CIMG

Mr. Lynch will consult and support the 

planned transition in leadership through 

February 2025

Brian Lynch
President & COO

2005 – VP of Merchandising

2012 – President

2022 – COO

2024 (March) – Retiring
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