
Ross Stores
Bargaining power exclusive to the high street

Ross Stores, a US company founded in 1957 which operates a chain of 
discount department stores, has been owned by Dundas Global Investors 
since our fund launch in 2011.    

Operating under the brand name 'Ross Dress for Less', it is the largest  
off-price apparel and home fashion chain in the US. The company 
offers first-quality, in-season, name brand and designer items at  
savings of 20% to 60% off department store prices. It also operates 'dd’s  
DISCOUNTS' stores which provide the same service but with further  
reductions of 20% to 70% off moderate department store prices.

In an increasingly digital world, it is notable that Ross Stores makes 100% 
of its sales in stores and does not have an online presence. The chart 
above shows Ross Stores' current footprint of 1,896 outlets in 40 states 
across the US.  The remarkable point about the chart is that it looks like a 
retailer from a bygone age. While there has been much written about the 
death of the high street and demise of shopping malls, dressing for less 
will always be in vogue. 

Making money without clicking is all about relationships with suppliers.   
Ross Stores employs various buying strategies in order to do this, 
such as purchasing later in the merchandise buying cycle (taking  

advantage of imbalances between retailers’ demand for products 
and manufacturers’ supply of those products) and buying 'packaway  
merchandise' that is stored in the company’s warehouses until a later 
date.

Sometimes the unremarkable is remarkable.

Ross Stores has grown its dividend by 22% per annum from 2010 to 
2020.  It cut the 2021 dividend due to the impact of Covid-19 but has since  
reinstated the 2022 dividend at a higher level than 2020.  The pay-out 
ratio is 25%.

Drivers for future growth:

• Relationships with suppliers - 'packing away' for perfection.

• Store roll-out programme - Ross Stores began trading in 1983 as 
an off-price retailer with 6 stores. The plan is to grow to 3,000 in the 
US, which from today's 1,896 stores represents 58% growth.

• Same-store sales growth - consumers continue to love a bargain.

Source : Ross Stores Investor Relations.
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