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1.  Reading Passage

Home Depot built its name on a simple promise: hand a weekend homeowner a power drill  and a
how-to  pamphlet,  and  watch  them  transform  their  kitchen.  Founders  Arthur  Blank  and  Bernie
Marcus  opened  their  first  stores  in  1979  around  what  Marcus  later  called  'the  belief  in  the
empowerment  of  the  do-it-yourselfer.'  Nearly  half  a  century  later,  that  belief  is  being  quietly
rewritten in the company's Atlanta headquarters, where a new mantra — 'Win the pro' — has taken
hold.

The  reason  is  the  housing  market.  High  interest  rates  have  frozen  home  sales  across  the  United
States, and when families don't move, they don't remodel. The cost of a typical remodeling project
has  climbed  45  percent  since  2019,  according  to  John  Burns  Research  and  Consulting,  which  is
squeezing the do-it-yourself  customers who once defined Home Depot's  brand.  CEO Ted Decker
has  been blunt  about  the  consequences:  with  housing  turnover  near  historic  lows and almost  no
new  construction,  the  company's  growth  has  to  come  from  capturing  a  bigger  share  of  what's
already there.

That 'bigger share' increasingly means professional contractors — the roofers, drywallers, plumbers
and HVAC installers who buy in bulk and don't disappear when consumer confidence wobbles. Pros
already spend roughly $90 billion a year at Home Depot, but the total market for their business is
around $700 billion. To close that gap, Home Depot has gone shopping. In 2024 it paid $18.3 billion
for  SRS  Distribution,  a  wholesaler  of  roofing,  landscaping  and  pool  supplies.  This  year  it  added
GMS,  a  drywall  and  steel-framing  specialist,  for  $5.5  billion  after  a  bidding  war  with  QXO,  a
building-products  firm  run  by  billionaire  dealmaker  Brad  Jacobs.  It  also  agreed  to  buy
Mingledorff's, an 87-year-old HVAC distributor, in a deal analysts at UBS estimate will cost between
$1 billion and $2 billion.

None of these acquired businesses carry Home Depot's stenciled orange branding. They operate as
wholesalers,  often  delivering  supplies  directly  to  construction  sites  from  regional  'flatbed
distribution  centers.'  The  strategy  is  to  meet  contractors  where  they  actually  work,  rather  than
waiting  for  them  to  push  a  flatbed  cart  through  a  retail  aisle.  Rivals  see  the  same  opportunity:
Lowe's  paid  $8.8  billion  last  year  for  Foundation  Building  Materials,  and  the  broader  industry  —
roughly 7,000 small distributors across North America — is ripe for consolidation, executives argue.

But  here's  the  catch.  Contractors  aren't  fully  insulated  from  a  soft  housing  market  either.  Mike
Rowe,  Home Depot's  pro  vice-president,  has  acknowledged  that  when  homeowners  get  nervous,
they  don't  always  switch  from doing  the  work  themselves  to  hiring  it  out  — they  sometimes  just
postpone the project entirely.  And on Wall  Street,  not everyone is  sold.  Home Depot shares have
fallen  nearly  20 percent  since the  SRS deal  was  announced.  One portfolio  manager  who is  also  a
shareholder described the pivot bluntly: it adds a lower-margin business, even if he expects it will
eventually  pay  off,  because  the  company  is  now  selling  not  just  products  but  technology,
salespeople, trucks and service centers to its new customer base.

Decker  insists  the  DIY  core  will  remain  'robust  and  relevant.'  Still,  the  company  that  taught  a
generation how to install their own sink is now spending billions to court the people who do it for a
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living — a bet that the future of home improvement belongs less to the weekend warrior and more
to the work van parked outside.
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2.  Explanation

Home Depot  built  a  $350  billion  empire  teaching  weekend  warriors  to  install  their  own sinks.
Now, with high mortgage rates freezing the housing market, it's quietly betting its future on the
people who install sinks for a living.

What's Going On?
Home  Depot  is  spending  billions  of  dollars  to  win  business  from  professional  contractors  —  roofers,

drywallers, HVAC installers — rather than the do-it-yourself homeowners who built its brand. The shift

is driven by a brutal US housing market: high interest rates have frozen home sales, and when people

don't move, they don't remodel.

The company has snapped up wholesale distributors that don't even carry the famous orange branding:

SRS  Distribution  for  $18.3  billion  in  2024,  GMS  for  $5.5  billion,  and  most  recently  HVAC  distributor

Mingledorff's.  CEO  Ted  Decker  has  made  'Win  the  pro'  the  company's  internal  mantra,  betting  that

capturing  more  spending  from  the  roughly  $700  billion  professional  market  is  the  only  way  to  grow

when DIY demand is flat.

How To Think About It
This isn't really a story about hardware stores. It's a story about what big retailers do when their core

customer  base  stops  showing  up  — and  how the  same physical  store  can  be  repurposed  for  a  totally

different buyer.

• Think  of  a  college  town  diner  that  survives  summer  break  by  adding  a  catering  arm  for  local

businesses.  Same kitchen,  same ovens,  but  the customer mix shifts  from walk-in students  to  bulk

B2B orders that don't disappear when school's out.

• Or  think  of  Netflix  around  2012,  when  DVD-by-mail  was  dying.  Instead  of  waiting  for  the  old

business  to  recover,  it  spent  heavily  acquiring  a  new  identity  (streaming,  then  original  content).

Home Depot is doing the retail-aisle version: buying its way into a different industry before the old

one finishes shrinking.

Key Things To Know
• Home Depot has more than 2,350 stores across the US, Canada and Mexico, and an equity value of

around  $350  billion  —  making  it  the  third-biggest  US  bricks-and-mortar  retailer  by  market

capitalisation.

• The  cost  of  a  typical  remodelling  project  has  jumped  45%  since  2019,  according  to  John  Burns

Research  and  Consulting,  which  is  throttling  DIY  demand even  among homeowners  who'd  like  to

renovate.

• Pros currently spend about $90 billion at Home Depot — only a slice of the $700 billion they spend

overall. That gap is the prize.

• Rivals  are  racing  too:  Lowe's  paid  $8.8  billion  last  year  for  Foundation  Building  Materials,  and

billionaire dealmaker Brad Jacobs's QXO outbid GMS before Home Depot won it.

• The  trap  most  people  miss:  contractors  aren't  immune  to  the  housing  slump  either.  As  Home
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Depot's  pro  VP  Mike  Rowe  admits,  when  homeowners  cut  back,  they  often  switch  from

'do-it-yourself' to 'do-it-for-me' more slowly than expected.

Why It Matters
If  you're  thinking  about  a  career  in  the  trades,  business,  or  finance,  this  is  a  live  case  study  in  how

interest rates ripple far beyond Wall Street. The Federal Reserve's rate hikes since 2022 don't just affect

your  parents'  mortgage  —  they  reshape  entire  retail  industries,  force  century-old  companies  to

rebrand,  and  trigger  billion-dollar  M&A  waves.  Even  your  weekend  trip  to  buy  paint  is  being  quietly

redesigned around a customer who isn't you.

The Bigger Picture
The building-products industry has roughly 7,000 small  distributors across North America,  and Home

Depot's  leadership  thinks  consolidation  is  overdue.  Expect  more  'bolt-on'  acquisitions  —  smaller,

specialised distributors absorbed into the SRS network. Watch two second-order effects: independent

local  suppliers  being  squeezed  out  (one  homebuilder  in  the  article  noticed  his  usual  distributor  had

quietly  been  acquired),  and  a  possible  identity  crisis  if  Home  Depot's  stores  start  feeling  less  like  a

Saturday destination and more like a contractor warehouse with a public entrance.
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3.  Key Terms Glossary

DIY (do-it-yourself)
Home-improvement work done by the homeowner themselves, rather than hired out. Home Depot's
traditional core customer.

Wholesale distributor
A middleman company that buys products in bulk from manufacturers and sells them to businesses
(like contractors), not to the general public.

Bolt-on acquisition
A smaller acquisition that 'bolts onto' an existing business unit to expand its capabilities, as opposed
to a transformative mega-deal.

Market capitalisation
The total value of a public company's shares (share price × number of shares). A common measure of a
company's size in financial markets.

Housing turnover
The  rate  at  which  homes  change  owners.  Low  turnover  means  few  sales  —  usually  because  high
mortgage rates discourage moving.

Consolidation
When  many  small  companies  in  an  industry  merge  or  get  acquired,  leaving  fewer,  larger  players.
Often driven by efficiency or pricing power.

Share capture
Growing  by  taking  customers  (market  share)  from  competitors  rather  than  by  the  overall  market
expanding.

Equity value
Roughly the total value of a company's stock — what investors collectively think the equity portion of
the business is worth.
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4.  Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage primarily argues that Home Depot is:
A) Abandoning DIY customers in favor of foreign expansion
B) Repositioning toward professional contractors as DIY demand softens
C) Cutting prices to compete more aggressively with Lowe's
D) Closing stores in response to falling home sales nationwide

Q2. According to the passage, what is the main reason DIY demand has weakened?
A) Younger homeowners lack the skills to attempt repairs
B) Online retailers have undercut Home Depot's prices
C) High interest rates have slowed housing turnover and remodeling
D) Construction supplies have become difficult to source

Q3. Which choice best states the central idea of the passage?
A) Home Depot's brand identity is collapsing under competitive pressure
B) A frozen housing market is forcing a major retailer to redesign its customer base
C) American homeowners are losing interest in renovating their houses
D) The trade contractor industry is being taken over by Home Depot

Q4. As used in the passage, the word 'throttling' most nearly means:
A) Strangling violently
B) Accelerating rapidly
C) Suppressing or restraining
D) Eliminating completely

Q5. As used in the passage, the word 'mantra' most nearly means:
A) Religious chant
B) Guiding principle
C) Marketing slogan
D) Strict order

Q6. Which statement about the professional-contractor market can most reasonably be inferred from

the passage?
A) It is fully insulated from interest-rate fluctuations
B) It is much larger than Home Depot's current share of it
C) It is dominated by a few large national chains already
D) It generates lower margins than the DIY business

Q7. The passage suggests that Home Depot's recent acquisitions are intended to:
A) Replace the orange-branded retail stores entirely
B) Reach customers who don't typically shop at Home Depot stores
C) Diversify Home Depot away from home improvement
D) Lower prices for everyday DIY consumers

Page 7  |  GenAware



GenAware  |  Home Depot's Quiet Pivot: Why It's Chasing Plumbers, Not You

Q8. The author's tone in describing Home Depot's strategic shift is best described as:
A) Skeptical and dismissive
B) Analytical and measured
C) Enthusiastic and promotional
D) Alarmed and critical

Q9. It  can  be  inferred  from  the  passage  that  some  investors  are  uncertain  about  Home  Depot's  pro

strategy because:
A) The acquired businesses operate at lower profit margins
B) Contractors prefer to buy from independent local suppliers
C) Home Depot has never attempted M&A at this scale before
D) The DIY market is expected to rebound quickly

Q10.Which choice provides the best evidence for the answer to the previous question?
A) 'A series of deals has tacked on wholesale distributors of roofing shingles, drywall and ductwork.'
B) 'You're adding a lower-margin business... but the new businesses would pay off.'
C) 'Win the pro has become a mantra inside Home Depot's Atlanta headquarters.'
D) 'Executives say this is only a fraction of the total professional market.'

My Score:  _______ / 10
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5.  Answer Key with Explanations

Q1. The passage primarily argues that Home Depot is:

Answer: B

The passage repeatedly emphasizes that Home Depot is acquiring contractor-focused distributors and targeting the
roughly $700 billion professional market because DIY demand has weakened. A is wrong (Trap C: Home Depot isn't
abandoning  DIY,  just  adding  pros  —  and  no  foreign  expansion  is  mentioned).  SAT  Tip:  For  'primary  purpose'
questions, find the claim repeated across multiple paragraphs, not just one striking detail.

Q2. According to the passage, what is the main reason DIY demand has weakened?

Answer: C

The passage explicitly links low housing turnover and high remodeling costs to interest-rate-driven affordability
problems.  B  uses  Home  Depot's  vocabulary  (pricing,  competition)  but  isn't  supported  (Trap  B).  SAT  Tip:  When  a
question asks 'according to the passage,'  the answer must be stated or directly implied — don't import reasonable
real-world explanations the text doesn't make.

Q3. Which choice best states the central idea of the passage?

Answer: B

The  passage  frames  the  pivot  as  a  strategic  response  to  housing-market  conditions,  not  a  brand  collapse  or
industry takeover. D is too absolute (Trap A: right scope, wrong scale — Home Depot is gaining share, not 'taking
over'). SAT Tip: Central-idea answers should capture both the cause and the response described in the passage, not
just one half.

Q4. As used in the passage, the word 'throttling' most nearly means:

Answer: C

The  passage  says  rising  remodeling  costs  are  'throttling'  DIY  demand  —  meaning  holding  it  back,  not  literally
choking  or  eliminating  it.  A  is  the  common  literal  meaning  and  the  trap  (Trap  B:  passage  uses  the  word
figuratively). SAT Tip: On vocab-in-context, substitute each option into the sentence — the right answer keeps the
sentence's meaning intact without exaggerating it.

Q5. As used in the passage, the word 'mantra' most nearly means:

Answer: B

'Win the  pro'  is  described  as  something internal  to  Home Depot's  leadership  that  drives  its  strategy  — a  guiding
principle.  A  is  the  literal/common  meaning  and  the  trap  (Trap  B).  SAT  Tip:  When  a  word  has  both  a  literal
meaning and a figurative business meaning, the passage almost always wants the figurative one.

Q6. Which statement about the professional-contractor market can most reasonably be inferred from

the passage?

Answer: B

Pros  spend  $90  billion  at  Home  Depot  but  $700  billion  overall,  and  the  industry  has  7,000  small  distributors  —
implying a fragmented market where Home Depot has lots of room to grow. A contradicts the passage (Mike Rowe
acknowledges pros are exposed to housing weakness). SAT Tip: Inference questions reward answers that combine
two facts from the passage; if  an option requires a single line of evidence, it's often a comprehension question in
disguise.
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Q7. The passage suggests that Home Depot's recent acquisitions are intended to:

Answer: B

The passage  notes  that  the  acquired  distributors  lack  Home Depot  branding  and serve  professionals  who deliver
supplies directly to job sites — customers the retail stores don't reach. A overstates (Trap A: right direction, wrong
magnitude).  SAT  Tip:  'Suggests'  questions  want  the  answer  the  passage  points  toward,  not  a  possible  logical
extreme of that answer.

Q8. The author's tone in describing Home Depot's strategic shift is best described as:

Answer: B

The  author  presents  both  the  strategy  and  its  risks  (analyst  skepticism,  exposure  to  the  housing  slump)  without
cheerleading or attacking. C is the trap (Trap C: business reporting can sound positive, but this piece quotes critics
as  well  as  supporters).  SAT  Tip:  For  tone  questions,  look  at  whether  the  author  includes  counterarguments  —
including them signals analytical, not promotional.

Q9. It  can  be  inferred  from  the  passage  that  some  investors  are  uncertain  about  Home  Depot's  pro

strategy because:

Answer: A

The passage notes one shareholder describing the wholesale business as 'lower-margin,' implying the strategy could
pressure profitability. D contradicts the passage's premise (Trap A: opposite direction — DIY is described as weak,
not rebounding). SAT Tip: For inference about 'why investors worry,' look for hedged or qualifying language ('but,'
'however') near financial details.

Q10.Which choice provides the best evidence for the answer to the previous question?

Answer: B

Option B directly supports the inference that investors worry about margins while still  seeing eventual upside. A
describes  the  deals  factually  but  says  nothing  about  investor  concern  (Trap  C).  SAT  Tip:  On  evidence-pairing
questions, find the line that supports your previous answer first, then match it to an option — don't pick the most
'important-sounding' quote.
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