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Cost-U-Less (Nasdaq: CULS) - $5.84 
 

Cost-U-Less (CULS) is a warehouse retailer, similar to Costco, but on a smaller scale 
(about 1/3 the size) and located on island locations like Hawaii and the U.S. Virgin 
Islands. CULS has a total of eleven stores which predominately carry U.S. branded 
goods. 
 

CULS continues to remain an attractive investment, even after climbing nearly 80% since 
our initial recommendation at $3.25 11-months ago. Current levels continue to pose as a 
good entry point for a few reasons. One, the stock is still dirt cheap trading at 3.7x 
Enterprise Value-to-EBITDA (EV/EBITDA). Two, the recent mega retail merger of K-
Mart and Sears highlights CULS as a possible buyout opportunity for a big-box retailer 
looking for quick expansion.  
 
Before plugging in some numbers to decide what proper valuation CULS deserves, two 
key catalysts to ponder: 

• The company’s website notes that Q4 sales, which is the largest volume quarter, 
is set to be announced on 12/30/04. Despite having to top a great Q4 from 2003, 
the company continues to grow its comps, with the third quarter growing 12.5%. 
We are anticipating 10% revenue growth, or $55 million in sales for Q4. 

• Store expansion continues to remain on the front burner for CULS management. 
The company now has a strong balance sheet with over $4 million in cash to help 
facilitate future growth. Another important point to remember, which 
management mentioned in a recent conversation, is that with the current store 
base only at 11 stores, adding one store automatically increases the company’s 
base by 9%.  

 

So what is CULS worth? 
In addition to trading at just 3.7x EV/EBITDA, CULS has a P/E of 9.9x, Price/Sales of 
0.11x and Price/Book of 1.1x. Looking at some of the other big-box retailers, most trade 
for 10x EV/EBITDA, P/E of 25x, Price/Sales of 0.5x and Price/Book of 2x.  
 
For now we will stick with our original valuation of 5x EV/EBITDA, which is half the 
industry average and yields a price target of $8 a share, or more than a 35% return based 
on current prices.  
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DISCLAIMER 
 
Although MicrocapReport.com (“Microcap Report”) has taken all reasonable care that the information contained in this web site (the “Site”), and 
Microcap Report’s newsletter (the “Newsletter”) is accurate at the time of publication, we cannot guarantee that the data presented on the Site and in the 
Newsletter will be 100% accurate. AS SUCH, THE INFORMATION IN THE SITE AND NEWSLETTER IS PROVIDED "AS IS" WITH NO 
REPRESENTATIONS OR WARRANTIES OF ANY KIND, EITHER EXPRESSED OR IMPLIED, INCLUDING, BUT NOT LIMITED THE 
IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, TITLE AND NON-INFRINGEMENT. 
Opinions and any other contents at the Site and Newsletter are subject to change without notice. Microcap Report is not utilizing the Site or Newsletter to 
provide investment advice to you or any other party, and no information or material at the Site or in the Newsletter is to be solely relied upon for the 
purpose of making or communicating investment or other decisions. Past performance is not necessarily a guide to future performance. Please consult 
your investment advisor before making any investment decision. Microcap Report, its affiliates, its suppliers, and its sponsors shall not be responsible or 
liable for any damages whatsoever including, without limitation, direct, indirect, incidental, consequential, special, exemplary, punitive or other damages 
resulting from lost profits, lost data, or business interruption under any contract, warranty, tort, strict liability or other theory arising out of or relating in 
any way to the Newsletter, the Site or from the use or inability to use the web site, web site content, material, site-related services contained within the 
web site. Your sole remedy for dissatisfaction with the Newsletter or Site, site-related services, and material contained within the Site or Newsletter is to 
stop using the Site, the Newsletter and Microcap Report’s services. 
 
TRADEMARKS 
APL Microcap Research LLC owns and maintains the Site. APL Microcap Research LLC, MicrocapReport.com and their logos are trademarks and 
service marks. Nothing at the Site or within the Newsletter shall be construed to grant or give any license or right to use any image, trademark, service 
mark or logo. No act of downloading or otherwise copying from the Site or Newsletter shall transfer title to any material therein to anybody. APL 
Microcap Research LLC reserves all rights with respect to copyright and trademark ownership of the Site and Newsletter and any part thereof and will 
enforce such rights fully as permitted by applicable law.  
 
POTENTIAL CONFLICTS 
APL Microcap Research LLC may own stocks we present opinions on. Employees of MicrocapReport.com and any affiliates, money management clients 
of affiliates, or related persons thereof, may have long or short investment positions in any company mentioned on the Site or in the Newsletter, and 
changes in positions may occur before investment opinions are published on the Site or in the Newsletter. 
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