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Overview - Staples Performance in SIM Portfolio

Sector S&P Weight SIM Weight

Consumer Staples 7.01% 7.02%

Security Ticker Market Value Gain/Loss

Constellation Brands STZ $223,737 $7,167

Kroger Co. KR $165,655 ($37,701)

Mondelez Int’l MDLZ $96,240 ($5,069)

Monster Beverage MNST $112,167 $9,359

5 year chart Cost Basis Current Price

$225.59 $244.54

$58.10 $47.75

$65.36 $60.74

$84.97 $97.15

Consumer Staples businesses are less sensitive to economic market changes. Food, beverages and tobacco 
together with non-durable household goods (soap, razors, light bulbs) and supermarkets/supercenters. 



Recommendations
Sector S&P Weight SIM Weight Target SIM Wt.

Consumer Staples 7.01% 7.02% 9.50%+

Security Ticker Recommend Current 
Price Target Price Upside/

Downside
Current 
Weight

Proposed 
Weight

Constellation 
Brands STZ BUY (HOLD) $244.54 263.51 7.4% 2.63 2.63

Kroger Co. KR BUY (HOLD) $47.75 $61.96 29.8% 1.95 1.95

Mondelez Int’l MDLZ BUY (HOLD) $60.74 $79.48 30.9% 1.13 1.13

Monster 
Beverage MNST BUY (HOLD) $97.15 $106.54 9.7% 1.32 1.32 

Target TGT BUY $149.36 $179.23 20.0%  0 1.25

Walmart WMT BUY $121.59 $163.69 34.6% 0 1.25



Recommendations
Sector S&P Weight SIM Weight Target SIM Wt.

Consumer Staples 7.01% 7.02% 9.50%+
BUY TO OVERWEIGHT

9.5% OF SIM PORTFOLIO

Security Ticker Recommend Current 
Price Target Price Upside/

Downside
Current 
Weight

Proposed 
Weight

Constellation 
Brands STZ BUY (HOLD) $244.54 263.51 7.4% 2.63 2.63

Kroger Co. KR BUY (HOLD) $47.75 $61.96 29.8% 1.95 1.95

Mondelez Int’l MDLZ BUY (HOLD) $60.74 $79.48 30.9% 1.13 1.13

Monster 
Beverage MNST BUY (HOLD) $97.15 $106.54 9.7% 1.32 1.32 

Target TGT BUY $149.36 $179.23 20.0%  0 1.25

Walmart WMT BUY $121.59 $163.69 34.6% 0 1.25



Ratio Dive
Sector P/E Div. Yield P/E Div. Yield

Consumer Staples 22.15 2.62% S&P 500 20.57 1.68%

Security Ticker P/E Div. Yield Security Ticker P/E Div. Yield

*Constellation Brands STZ 39.89 1.31% Procter & Gamble PG 25.35 2.52%

*Kroger Co. KR 16.49 2.18% Phillip Morris PM 15.61 5.54%

*Mondelez Int’l MDLZ 20.39 2.30% Walgreens WBA 6.13 5.05%

*Monster Beverage MNST 38.37 - Colgate-Palmolive CL 32.37 2.41%

PepsiCo PEP 25.76 2.69% Target TGT 12.38 2.89%

Walmart Inc. WMT 27.67 1.74% Tyson Foods TSN 7.04 2.25%

* Currently held in SIM Portfolio
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Consumer Staples vs S&P 500 Performance

Consumer Staples (VCSAX Index Fund)

S&P 500 (.INX Index)

QTD YTD 1 year 3 year 5 year

Consumer Staples -5.64% -7.18% 3.8% 7.73% 5.57%

S&P 500 -15.65% -19.82% -10.93% 9.11% 9.38%



Sector Performance Comparison

Source: Fidelity Sector Performance

https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_performance.jhtml?tab=siperformance


Sector Performance Comparison

Only four sectors have outperformed over the last year: 
Energy, Utilities, Consumer Staples and Healthcare. 

Energy got crushed last month.

Health Care, Utility and Consumer Staples - these are 
our core defensive opportunities for the next 3-6 months.

Source: Fidelity Sector Performance

https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_performance.jhtml?tab=siperformance


Sector Performance Comparison

Source: Fidelity Business Cycle

https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_business_cycle.jhtml?tab=sibusiness


Source: Fidelity Business Cycle

YOU 
ARE 

HERE

Pre-recession cycle with outperformance by 
consumer staples, health care and utilities.
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Source: Fidelity Business Cycle

Note how Energy took a -17.66% dive in the last 
month after previously gaining 24% YTD. This swing 
could be consistent with this cycle chart. 

Sector Performance Comparison

https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_business_cycle.jhtml?tab=sibusiness


Source: Fidelity Business Cycle

After the recession, in a year or two, consider 
real estate, industrials, consumer discretionary.

But not now!  

Sector Performance Comparison

https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_business_cycle.jhtml?tab=sibusiness


Valuation Analysis: Consumer Staples

Source: Bloomberg 

Overall impression: Consumer Staples valuation higher than historical trend in absolute value.  



Sector Recommendation

Recommendation: Increase SIM Weight to 9.5%

Positive Factors:
● Low beta, defensive, non-cyclical area of the market
● Healthy consumers to support Consumer Staples - Low unemployment, low levels of 

debt, salary growth 

Negative Factors:
● Strong US Dollar could negatively impact companies that receive revenue outside of the 

United States
● Limited pricing power in inflationary environment which could negatively impact margins 

Sector Current SIM % Current S&P 500 % Target SIM % +/- 

Consumer Staples 7.01% 7.02% 9.5% +2.5%



Recommendation: Constellation Brands Inc. 
(STZ) is a BUY

● Primarily known for its premium beer, wine & spirits. Most known brands include  Modelo, Corona, 
Pacifico, Svedka, Meiomi, and Casa Noble Tequila

● Very high market share of “premium” alcohol brands, #1 premium beer company in the world
● ~ 77% of sales from its beer brands in 2022. 
● ~ 50% of  CBrands consumers are Hispanic. By 2060, United States Hispanic population expected to be 

33% of the total population. CBrands expecting demographic trend to only help CBrands 
● Majority shareholder of Canopy Growth Corporation in 2018, a Canadian-based Cannabis company

Bulls Say: With demographic trends and Constellation Brands industry-leading 
gross profit margins of 52.9% (due to premiumization), Constellation Brands is a 
no brainer BUY!!!

Bears Say: Can Constellation Brands maintain its lead in the premium beverage 
segment? Or will competitors such as Anheuser-Busch and Molson Coors 
overtake the segment, forcing Constellation Brands out of market share

P/E
Market 

Cap
52 Week 

High
52 Week 

Low
Current 

Price

37.00 $46.36B $207.35 $247.36 $243.45



5 Year, 1 Year Stock Performance 

Source: Yahoo Finance 

S&P 500 56.24%

Constellation Brands 22.63%

S&P 500 Consumer Staples 32.28%



Financial Analysis: STZ 

Source: Fin Box 

https://finbox.com/NYSE:STZ/charts


Valuation & DCF Model

Assuming 9.0% Discount Rate and 3.5% 
Terminal FCF Growth: 
● Terminal P/E: 18.5
● Implied Equity Value: $263.51
● 7.4% Upside 
● Current Price: $243.45

Recommendation: BUY STZ



Recommendation: Walmart Inc. (WMT) is a 
BUY

● Walmart is a omni-channel, multinational retailer that prides itself on “price-leadership” 
(providing the lowest costs at whatever cost)

● Walmart operates 10,500 stores and eCommerce websites in 24 different countries under 46 
different banners 

● In FY 2022 dividends increased for the 49th consecutive year. Revenue grew $14 billion year over 
year from 2021. $24.2 billion in operating cash flow and returned $15.9 billion to shareholders

Bulls Say: With current macroeconomic conditions, Walmart is trading at a 
massive discount for $129.56. It’s 5Y price trend shows us that its price growth is 
positively correlated and the dip we are seeing now is just a hiccup.

Bears Say: Will high inflation and high prices lead consumers to spend less in 
stores at Walmart? Will Walmart begin to lose market share to competitors 
such as Dollar Tree because of the macro economy?

P/E
Market 

Cap
52 Week 

High
52 Week 

Low
Current 

Price

27.92 $355.14B $160.77 $117.27 $129.56



5 Year, 1 Year Stock Performance 

Source: Yahoo Finance 

S&P 500 54.94%

S&P 500 Retailing Industry 32.28%

Walmart 70.14%

S&P 500 -11.47%

Walmart 8.48%

S&P 500 Retailing Industry 
-25.79%



Financial Analysis: WMT

Source: Fin Box 

https://finbox.com/NYSE:STZ/charts


Valuation & DCF Model

Assuming 9.0% Discount Rate and 4.0% 
Terminal FCF Growth: 
● Terminal P/E: 18.5
● Implied Equity Value: $163.69
● 34.6% Upside 
● Current Price: $121.59

Recommendation: BUY WMT



Recommendation: Mondelez is a BUY
● Multinational food and snack company with a strong global footprint 

unmatched by competitors 
● Very high market share in Biscuit and Chocolate categories 
● High-quality, stable company benefiting from strong consumer base 

globally and growing middle class in developing markets

Bulls Say: Mondelez is a high-quality company with durable 
brands that will continue to be purchased globally. 

Bears Say: With a strong US Dollar and inflationary environment, 
will Mondelez be able keep up?

P/E
Market 

Cap
52 Week 

High
52 Week 

Low
Current 

Price

20.45 $86.41B $69.57 $57.63 $62.44



5 Year Stock Performance 

Source: Market Watch

MDLZ 40.63%

S&P 500 Consumer Staples 33.74%

Return on Equity: 15.2%
Return on Assets: 4.6%
Return on Invested Capital: 6.5%

https://www.marketwatch.com/investing/index/sp500.30/charts?countrycode=xx&mod=mw_quote_advanced


Financial Analysis: MDLZ



Valuation Analysis & DCF Model  

Absolute Basis High Low Median Current

P/E 38.81 15.76 21.53 20.97

P/B 3.365 2.095 2.879 3.0

P/S 3.389 2.176 2.977 2.920

Assuming 9% Discount Rate and 4% Terminal FCF Growth: 
● Terminal P/E: 21.8
● Implied Equity Value: $79.48
● 26.3% Upside 
● Current Price: $60.74

Recommendation: BUY MDLZ



Recommendation: The Kroger Co. is a BUY

● Stable grocery store with strong operations 
and growing market share

● Their store-brand segment is growing with 
strong brands like Simple Truth. 

● Their strong domestic presence means their 
margins will not be impacted by strong US 
Dollar.

P/E
Market 

Cap
52 Week 

High
52 Week 

Low
Current 

Price

16.49 $34.16 $62.78 $38.22 $47.75

Bulls Say: Kroger is growing earnings and 
market share and, hey, everyone needs 
groceries! 

Bears Say: Everyone is feeling this inflation 
and customers are going to pick the 
cheaper options at grocery stores and that 
is going to hurt Kroger.



Financial Analysis: KR



Valuation & DCF Model

Assuming 8.5% Discount Rate and 3.7% Terminal FCF Growth: 
● Terminal P/E: 18.1
● Implied Equity Value: $61.96
● 27.6% Upside 
● Current Price: $48.55

Recommendation: BUY KR

Absolute Basis High Low Median Current

P/E 37.20 5.738 12.50 16.49

P/B 4.719 1.938 2.965 3.614

P/S 0.337 0.136 0.201 0.251



Recommendation: Monster is a BUY
● 20.5% sales growth in 2021
● Key input prices dropping fast (aluminum, fuel costs)
● Coca-Cola distribution partnership succeeding wildly
● CANarchy acquisition (alcoholic seltzers, beer) in 2022
● Competitor: PepsiCo/Bang partnership FAILED 
● Red Bull is privately-held, not traded
● Acquisition/merger rumors abound 
● Hot take: “Big soda (Coke, Pepsi) need energy sector growth!”

Bulls Say: From 1997-2021, Monster’s stock beat Amazon and 
Apple’s growth in share price!  Talented management and no 
post-pandemic downside like tech stocks.

Bears Say: Isn’t the energy drink craze over? And isn’t Red Bull a 
stiff competitor gaining market share? 

P/E Market 
Cap

52 Week 
High

52 Week 
Low

38.37 51.46 
billion

99.89 71.78



Recommendation: Monster is a BUY

Monster is favorably positioned on price to win if and when  consumers feel pricing pressure

Price Check - July 9, 2022

Monster Energy $0.09 per ounce (Amazon.com) 24-pack** $1.48/can
Red Bull  $0.17 per ounce (Amazon.com) 24-pack** $1.42/can
Bang Energy $0.12 per ounce (Amazon.com) 12-pack* $1.98/can
Starbucks Dbl Shot $0.20 per ounce (Amazon.com) 12-pack* $2.08/can

Monster $2.79 (Kroger.com) Single Can 
Red Bull $2.99 (Kroger.com) Single Can 
Bang Energy $2.79 (Kroger.com) Single Can 
Starbucks Dbl Shot $3.49 (Kroger.com) Single Can 



Recommendation: Monster is a BUY
DCF modeling assumes aluminum and fuel prices normalize (as is happening), energy drink market continues to grow and 
segment (fitness, seltzers, affordable energy, etc.) and company diversifies into alcohol (hard seltzers, beer, etc.)

Model assumptions 
are conservative

4.75% terminal 
growth

8.5% discount rate



Recommendation: Monster is a BUY

Sensitivity Analysis                                                Terminal Growth Rate                   

4.50% 4.625% 4.75% 4.875% 5.0%

Terminal 
Discount 

Rate

7.5% $136.24 $140.91 $146.02 $151.61 $157.75

8.0% $116.43 $119.71 $123.24 $127.05 $131.18

8.5% $101.59 $103.98 $106.54 $109.27 $112.20

9.0% $90.05 $91.86 $93.77 $95.80 $97.96

9.5% $80.82 $82.22 $83.70 $85.25 $86.90

Evaluating Monster’s stock using the same DCF model with varying growth and discount rates, if growth exceeds 4.75% in 
out years and an 8.5% discount rate is considered reasonable, then the value of the stock is clearly there. 



Recommendation: Target is a BUY
● Target was recently added to Consumer Staples GICS category 

but it won’t take effect until March 17, 2023.
● It is trading at just 12.16 P/E ratio, well below the other 

staples stocks in our portfolio
● Dividend yield is 2.95%, boosted 20% last earnings report and 

the company’s 51st year with annual dividend increase.

Bulls Say: This is an exceptionally well run company that is 
more like Wal-Mart than some would acknowledge. The stock 
is a steal at this price and inventory is a one-time issue. 

Bears Say: Target doesn’t have a handle on excess inventory, 
perhaps cannot predict consumer spending in next quarter.

Current
Price P/E Market 

Cap
52 Week 

High
52 Week 

Low

$149.36 12.16 68.01 
billion $268.98 $137.16



Recommendation: Target is a BUY
Refer to the DCF model in the appendix, but we crushed this stock with a 10.00% discount rate and a 
measly 4.00% growth rate and it still came out on top with a target price for Target of……

This is a 20.0% upside 
on a stock currently 
trading at $149.36 
that is about to be 
re-categorized as a 
consumer staple 
in a business cycle 
that is pro-staple.



Recap - Recommendations
Sector S&P Weight SIM Weight Target SIM Wt.

Consumer Staples 7.01% 7.02% 9.50%+

Security Ticker Recommend Current 
Price Target Price Upside/

Downside
Current 
Weight

Proposed 
Weight

Constellation 
Brands STZ BUY (HOLD) $244.54 263.51 7.4% 2.63 2.63

Kroger Co. KR BUY (HOLD) $47.75 $61.96 29.8% 1.95 1.95

Mondelez Int’l MDLZ BUY (HOLD) $60.74 $79.48 30.9% 1.13 1.13

Monster 
Beverage MNST BUY (HOLD) $97.15 $106.54 9.7% 1.32 1.32 

Target TGT BUY $149.36 $179.23 20.0%  0 1.25

Walmart WMT BUY $121.59 $163.69 34.6% 0 1.25



Thank you!



Appendices











Consumer Staples within S&P 500
S&P 500 Sector Weights Top 10 Holdings in S&P 500 Consumer Staples 

Sources: S&P Dow Jones Indices; Fidelity  
Weights as of 6/29/2022

Constituents Ticker
S&P 500 
Weight

S&P 500 
Consumer 

Staples Weight

The Procter & Gamble Company PG 1.05% 15.54%

Coca-Cola Co. KO 0.75% 10.80%

PepsiCo Inc. PEP 0.70% 10.17%

Costco Wholesale Corp. COST 0.64% 9.06%

Philip Morris International Inc. PM 0.49% 5.16%

Altria Group Inc. MO 0.24% 4.63%

Mondelez International Inc. MDLZ 0.26% 4.57%

Walmart Inc. WMT 0.53% 3.91%

Colgate-Palmolive Co. CL 0.20% 3.44%

Estee Lauder Companies Inc. EL 0.18% 3.07%

Total 5.04% 70.35%

https://www.spglobal.com/spdji/en/indices/equity/sp-500-consumer-staples-sector/#overview
https://screener.fidelity.com/ftgw/etf/goto/snapshot/portfoliocomposition.ihtlm?symbols=XLP

