
Strategy & Finance  |  S&F-STR-548 1

Tractor Supply: Is the “Life Out Here”
Growth Model Still on Track?
Internal ID: S&F-STR-548
Topic: Growth Strategy, Customer Strategy
Industry: Other Specialty Retail
Source: Strategy & Finance
Publication date: 5 October 2026
License: Not specified

Case prepared for classroom discussion. Information cutoff: October 3, 2026.

A changed outlook
In July 2026, Tractor Supply Company (Tractor Supply) lowered its fiscal-year outlook after
reporting a decline in comparable-store sales for the second quarter. The company also
withdrew the long-term financial framework it had introduced in 2024 and said it planned to
provide an updated framework with its fourth-quarter results. By October 3, that update and the
next quarter's results were not yet available.

An outside investor following the retailer now has to assess how much confidence to place in
the “Life Out Here” growth model. Is the latest weakness mostly a short-term combination of
weather, seasonal timing and cautious discretionary spending? Or does it suggest that store
expansion, digital access, exclusive assortment and companion-animal services are not yet
translating into enough growth at established locations? The public information supports
arguments on both sides, but does not provide store-level returns or a causal test of the
strategy.

The business and its strategy
Tractor Supply serves rural lifestyle customers through its namesake stores, Petsense locations
and digital channels. At the end of fiscal 2025, the company operated 2,602 stores: 2,395
Tractor Supply stores and 207 Petsense stores in 49 states. It opened 99 Tractor Supply stores
and five Petsense stores during that year, increasing selling square footage by 4%. The
company planned approximately 100 additional Tractor Supply openings in fiscal 2026.

The 2024 “Life Out Here 2030” strategy described a growth model built around locally relevant
stores, digital access, exclusive products, services, delivery, retail media and pet or animal
pharmacy. The framework set long-term annual ranges of 6-8% net-sales growth, 3-5%
comparable-store-sales growth, 10-10.5% operating margin and 8-11% earnings-per-share
growth. These were management targets, not guarantees. In July 2026, Tractor Supply
withdrew that financial framework and said an updated one was planned for the fourth-quarter
release.

The strategy combines several different growth sources. New stores extend the physical
footprint. Digital and loyalty programs may make the retailer more convenient. Exclusive
products may distinguish its assortment. Veterinary and pharmacy services may deepen its role
in animal care. The company has not publicly quantified the stand-alone returns or causal
contribution of each lever.
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Results and outlook
Fiscal 2025 net sales were $15.52 billion, up 4.3%, while comparable-store sales increased
1.2%. Operating margin was 9.5%, down from 9.9% in fiscal 2024. The initial fiscal 2026
outlook, issued after the first quarter, called for net-sales growth of 4-6%,
comparable-store-sales growth of 1-3%, and diluted EPS of $2.13-$2.23.

The second quarter ended June 27, 2026. Net sales rose 2.3% to $4.54 billion, but
comparable-store sales declined 1.5%. Transactions fell 1.7%, while average ticket increased
0.2%. For the first half, net sales rose 2.9% to $8.13 billion, comparable-store sales declined
0.6%, transactions fell 1.4%, and average ticket increased 0.8%.

The company revised its fiscal 2026 outlook as follows:

Measure Initial FY2026 outlook after Q1 Revised outlook after Q2

Net-sales growth +4% to +6% +2.5% to +3.5%

Comparable-store-sales growth +1% to +3% −1% to flat

Operating margin, GAAP - 8.0% to 8.3%

Operating margin, adjusted - 8.5% to 8.8%

Diluted EPS, GAAP $2.13 to $2.23 $1.78 to $1.88

Diluted EPS, adjusted - $1.90 to $2.00

The earlier and revised EPS ranges use different presentations where marked; GAAP and
adjusted measures should not be treated as interchangeable. Adjusted measures exclude
certain items as defined by the company.

What may explain the quarter?
Management said April and June were positive, while May was weaker, particularly in seasonal
and big-ticket categories. It attributed the pressure in part to unusually adverse weather and
cautious discretionary spending. Management also described digital growth and its core
“C.U.E.” categories-consumables, usable products and edible products-as relatively resilient.

These explanations fit a retailer whose sales mix includes substantial seasonal exposure. In the
second quarter, reported category mix was 32% livestock/equine/agriculture, 26%
seasonal/recreation, 21% companion animal, 14% truck/tool/hardware and 7%
clothing/gift/decor. Yet the company did not provide a weather-adjusted comparison or a
market-level estimate of the effect of discretionary demand. The explanations are
management's interpretation, not a causal finding.

Comparable-store sales also require care. Tractor Supply's Q2 filing defines the measure to
include stores open at least one year and all online sales. Closed stores are removed from the
base, while relocated stores remain. Allivet entered the comparable base beginning December
30, 2025; VIP Petcare becomes comparable after one year. The measure therefore is not simply
a fixed cohort of mature physical stores, nor is it a purely organic-sales measure.
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Growth from stores and acquisitions
New Tractor Supply stores and VIP Petcare together contributed $164.8 million, or 3.7
percentage points, of second-quarter sales growth. For the first half, the combined contribution
was $274.5 million, or 3.5 percentage points of net-sales growth. The filing does not separate
the new-store contribution from VIP Petcare, so investors cannot derive a precise
organic-growth rate from these figures.

Tractor Supply acquired Allivet, an online pet pharmacy, for $135 million in December 2024. It
acquired PetIQ's VIP Petcare veterinary-services business for $133.8 million on May 28, 2026.
VIP's results were included only from the acquisition date in the quarter; purchase accounting
remained preliminary. These businesses could broaden the company's animal-care offer, but
acquisition revenue and strategic adjacency do not show whether customers cross-shop or
whether the investments earn attractive returns.

The pet portfolio has another signal to consider. The Q2 filing recorded an inventory impairment
related to planned closures of about 75 Petsense locations. The earnings release reported $65.8
million of Petsense restructuring and impairment charges and $9.5 million of VIP Petcare
acquisition costs; the reported presentations differ in scope and should not be added without
reconciliation. The filing said closures were planned, not that every location had already closed.

On August 7, Tractor Supply filed that Chief Technology Officer Robert Mills had resigned
effective that day. The filing said Seth Estep took responsibility for Allivet and VIP Petcare, while
John Ordus took responsibility for Petsense. It did not attribute the changes to second-quarter
performance or announce a change in strategy.

Margins, inventory and customer connection
Second-quarter gross margin was 37.1% on a GAAP basis and 37.2% on an adjusted basis.
Adjusted gross margin was 24 basis points higher than a year earlier. Management attributed
the improvement to product-cost management and tariff-related benefits, partly offset by
freight and investments in price and value. Adjusted operating income declined 5.1%,
compared with a 19.2% decline in GAAP operating income. The difference reflects items that
the company excludes from its adjusted measure; both series are relevant to the assessment.

Inventory was $3.518 billion at June 27, 2026, compared with $3.090 billion at June 28, 2025.
Those are point-in-time balances. By themselves, they do not establish excess inventory, a
cash-flow change, or the reason inventory increased.

The company defines “Exclusive Brands” to include owned brands and exclusive product
categories. These represented approximately 30% of fiscal 2025 sales; the measure does not
mean that all of those sales were private-label products. Tractor Supply's annual-report letter
also said Neighbor's Club accounted for more than 80% of sales. That is a company-reported
member-sales statistic; it does not establish how much incremental spending, retention or profit
the program caused.

Evidence from retail research
Two studies suggest possible mechanisms for exclusive assortment and loyalty programs, while
showing why observed member or brand sales should not be mistaken for causal impact.

Seenivasan, Sudhir and Talukdar (2016) examined grocery households using two scanner-data
samples and a store-closure natural experiment. They found positive relationships between
store-brand loyalty and store loyalty, including lower chain attrition among households loyal to
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a chain's brands after a store closure. Their study discusses remaining causal concerns and
measurement artifacts. Supermarket private labels and a grocery-store closure do not directly
represent Tractor Supply's rural hardlines assortment, service model or current customers.

Leenheer and coauthors (2007) studied 1,909 Dutch grocery households and seven loyalty
programs. After using an instrumental-variable method to account for self-selection into
membership, they estimated an average share-of-wallet increase of 4.1 percentage points, with
estimates ranging from 2.3 to 5.7 points. A naïve member/nonmember comparison suggested a
much larger 29.8-point difference. The paper's dated Dutch supermarket setting does not
estimate the effect of Neighbor's Club. Its practical lesson is that program-member sales can
reflect who chooses to join, as well as any effect of the program.

Investor assessment
Tractor Supply's public disclosures leave several competing interpretations open. Seasonal and
weather-related weakness may reverse; the company's scale, stores, assortment, digital
channels and animal-care services may support long-term relevance. At the same time,
comparable transactions declined, guidance was reduced, the prior financial framework was
withdrawn, and a material portion of reported sales growth came from a combined new-store
and acquisition contribution. Petsense closures and impairment add uncertainty, while
stand-alone returns for the pet businesses and store cohorts are not disclosed.

An investor assessing the strategy must decide how to weigh these facts and what evidence
would change that view. Which indicators would help distinguish temporary timing from a
weaker customer proposition? How should the investor interpret growth from new stores and
acquired services when comparable sales are negative? What would demonstrate that loyalty,
exclusive assortment or animal-care adjacency creates incremental customer value? Which
parts of the evidence remain too incomplete for a firm conclusion?
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