
Consumer Staples Stock 
Recommendations



Consumer Staples Sector Recap
• Current SIM Weight: 7.78% (+2.43%)
• Current S&P 500 Weight: 5.35%
• Sensitivity: Low Sensitivity to market 

volatility (often used to hedge).
• Trend: Slower growth but consistent.

Sector SP 500 Consumer Staples

Operating Margin 15.20 7.68

Profit Margin 13.97 7.15

5-year Return % 88.45% 64.60%

Annual Return Eq 13.50% 10.48%



Consumer Staples Recap

Current Holdings:

Stock % of SIM port.  Recommendation

BROWN-FORMAN 
CORP

0.95% Hold

KROGER 1.85% Hold

PHILIP MORRIS 
INTERNATIONAL

4.21% Hold

TARGET 1.97% Sell

WALMART 1.16% Hold



Target Corporation (TGT) Overview

Stock Price (as of 3/27/2026): $119.84 Target Price: $109.64

Diluted Shared Outstanding: 456.86 MM Target Return: -8.54%

52-Week Price Range: $83.44-$126 Dividend Yield: 4.56%

Market Capitalization: 54.27 Bn Recommendation: Sell



Target Corporation Overview Cont.

• Business Product Segments(% of Sales Revenue):
- Food and Beverages: 24%

- Household Essentials: 18%

- Home Furnishings and Décor: 15%

- Apparel and Accessories: 15%

- Hardlines: 15%

- Beauty: 13%

• Decision Drivers:
- Conclusion of Ulta Beauty Partnership

- Owned Brands tariff sensitivity

- Overvaluation from DCF and multiples valuations



Target Financial Analysis

Absolute 
Valuation

Current Stock 
Price

Current
Multiple

Target 
Multiple

Target/
Current

Target Price Implied 
Return

P/E $119.84 14.07x 13.0x 0.924x $110.73 -7.6%
P/B $119.84 3.10x 3.0x 0.968x $116.01 -3.2%
P/S $119.84 0.46x 0.4x 0.870x $104.26 -13.0%
P/EBITDA $119.84 5.10x 5.0x 0.980x $117.44 -2.0%
Average $109.64 -8.51%

• Declining ~9% Market 
Share

• Recovering operating 
margins from 2021-2022 
drop

• Strong consistently growing 
dividend yield

• High capital requirement for 
$5 billion & $1 billion 
investment plan



Target Valuation Analysis

• Implied equity value per share: 
$109.64

• Implied downside of DCF: -
8.54%

• Consensus: $124.72

• Sensitivity Scenarios →

Year: 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E 2035E 2036E

FCFs (MM): $2,854 $3,031 $3,158 $3,166 $3,267 $3,592 $3,710 $3,627 $3,856 $3,987 $4,159

Discount Rate: 9%

Growth Rate: 2.25%

NPV of Cash Flows (MM): $23,037

NPV of Terminal Value: $26,613

Projected Equity Value 
(MM):

$49,650

Scenario WACC Terminal Growth Rate Implied Price

Conservative Recovery 8.50% 2.05% $124.26

Base 9.00% 2.25% $109.64

Soft Landing 9.25% 2.15% $103.58



Casey's (CASY) Overview​

Stock Price (as of 3/22/2026): $659.63 Target Price: $637.88

Shares Outstanding: 37.12 MM Implied Return (3/22): −1.2%

52-Week Price Range: $397.80 – $696.66 Dividend Yield: 0.34% (Forward)

Market Capitalization: $24.4B Recommendation: HOLD

• Prepared food & pizza: drives traffic and 
generates the highest margins — differentiates 
from traditional c-stores
• Rural market dominance: #1 in Central region 
(1,561 stores); limited competition from national 
chains
• Overvaluation: P/E at 37.7x above FY25 avg of 
28.8x; DCF implies −1.2% downside at current 
price

Segment % Revenue Gross Margin

Fuel 61% Low

Grocery ~26% High

Prepared Food ~10% Highest



Casey's (CASY) Analysis

Op. 
Margin

Gross 
Margin

Rev. 
Growth

Div. 
Yield

CASY 5% 24% 7.30% 0.35%

BF/B 28% 59% −4.90% 4.01%

KR 1% 23% 6.90% 1.91%

TGT 5% 28% −1.70% 4.03%

BJ 4% 19% 4.70% N/A

Peer Comparison Valuation Ratios

High 
(FY25)

Low 
(FY25)

Avg 
(FY25)

Current
(3/22)

P/E 34.23 23.14 28.84 37.71

P/B 5.7 3.85 4.8 6.33

P/S 1.17 0.78 0.98 1.44

P/CF 19.33 13.07 16.27 18.65

DCF Summary

Discounted Rate

9.0%

Terminal Growth

6.0%

Equity Value/Share

$637.88

Implied Return

-1.2%



Casey's (CASY) Recommendation

Stock Stock Price 
(3/22)

Current Price 
(4/6)

Target Price Expected 
Return 
(3/22)

Recommendation

CASY $659.63 $747.77 $637.88 -1.2% HOLD

Growth Drivers

• Prepared food & pizza: highest-margin segment; drives 
traffic and differentiates from peers

• Store expansion: Recent acquisition adds new geographies.

• Loyalty program: millions of active members support 
same-store sales growth and repeat visits

• Defensive characteristics: low beta (0.65), stable demand, 
consistent dividend growth (5Y: 11.2%)

Risks

• Valuation risk: P/E 37.7x exceeds FY25 high of 
34.2x; any miss on growth could trigger 
compression

• Fuel price volatility: fuel = 61% of revenue but 
only ~12% margin; highly sensitive to oil price 
swings

• Cost & margin pressure: rising labor and food 
costs may squeeze prepared food segment 
margins



Kroger (KR) Overview

Overview

Industry Consumer Staples

Market Cap 43,680.1 M 

Beta 0.59

Dividend Yield 1.92%

52 week Range $59.28-$75.60

Diluted Shares Outstanding 614.0M



Kroger (KR) Overview

Business Segments

• Supermarkets

• Pharmacy/Health and 
Wellness

• Fuel Centers

• ECommerce



Kroger Valuation

DCF Summary

Discounted 
Rate

5.86%

Terminal Growth

3.00%

Equity Value/Share

$73.35

Implied Return

0.43%

Absolute 

Basis

High Low Average Current

P/E 19.96 9.74 13.03 15.1

P/B 6.26 1.94 3.57 7.48

P/S 0.36 .138 0.23 0.30

P/EBITDA 9.01 5.27 6.69 6.61

Company Market Cap P/E P/S P/B EV/EBITDA

Kroger $44,326 M 15.1 0.30 7.48 12.58

Walmart 990,810 M 46.9 1.4 9.94 22.68

Amazon (Whole 

Foods)

2,235.8 B 29.8 3.1 5.44 14.29

Costco 442,068 M 52.3 1.5 13.78 32.09

Average 36.025 1.575 9.16 20.41

Operating: 3.29% Profit: 2.18%



Kroger Recommendation
Investment Risks: 

• eCommerce Execution: Kroger has estimated a significant portion of its 2026 earnings and growth on eCommerce, turning profitable.

• Debt: Balance sheet leverage is a concern with potential rising interest rates.

• Competition: Intense price competition from Walmart, Costco, and Whole Foods.

• Inflation and Tariffs: Persistent food inflation and tariffs strain customers’ budgets and shrink margins. 

Growth Drivers

• ECommerce- has become Kroger's fastest-growing line and a central strategic pillar with 20% growth YOY

• Private Label- carries structurally higher margins than national brands and serves as a loyalty and differentiation tool for their 
customer base with more than $30 billion in revenue.

• Pharmacy- benefiting from secular tailwinds regarding new drug development. Kroger is expanding its pharmacy operations seeing 
growth in vaccinations as well as prescriptions. 

• 84.51- analyzes billions of transactions to enable personalized marketing, better pricing and product management. This asset 
contributes to customer growth and retention as it provides a better, more personalized experience.

Recommendation:

• Kroger experiences steady growth with low susceptibility to economic downturns, due to customer reliance on their products. Kroger 
serves as a good investment hedge against recessions and times of economic strife, which could be looming in 2026. This stock will 
help our portfolio remain stable and experience low volatility. I recommend BUY for this stock due to its defensive nature and the 
uncertainty surrounding the economic landscape of 2026. Kroger an implied equity value of 73.35, when it is currently trading at 
72.36, implying that Kroger is currently undervalued by 1.36%. 

Stock Stock Price 
(3/31)

Current Price 
(4/6)

Target Price Expected 
Return (4/6)

Recommendation

KROGER $72.36 73.03 $73.35 0.43% HOLD



BJ's Overview

52 Week Price Range 88.68 - 121.10

Market Capitalization 13.034 B

Diluted Shares outstanding 132.1 M

Dividend yield 0.00%



BJ's Overview

• Business Segments (% of Sales Revenue)

- Merchandise sales – 90%
- Membership Revenue – 2%
- Gasoline -  8%

• Decision Drivers
- Membership Growth & Renewal Rate
- Competitors
- Inflation
- Private Label Growth (Berkely Jensen)



BJ's Valuation

Key Points

- Strong revenue & EPS growth 
with improving margins 

-Undervalued vs peers 

- 50%+ upside based on P/E 
and P/B valuation 

-Defensive model limits 
downside risk



BJ's Recommendation - BUY

• BUY rating with ~$105–$110 price target 

• 10–15% upside from current price 

• Driven by membership growth & margin expansion 

• Defensive business model supports downside 
protection



Brown-Forman Overview

• Iconic brand portfolio with durable 

moats.

• Valuation near multi-decade lows. 

Negative news and returns are 

already priced in.

• 42-year dividend growth streak.

• Near-term headwinds are not 

structural.

• Emerging market growth offsets 

developed market weakness.

• Strong free cash flow.



Brown-Forman Financial Analysis

Revenue TTM: $3.910B, -3.34%

Free Cash Flow 1Y: $730.000M, +36.7%

• Revenue stabilizing after decline. 

Q3 2026 marked first positive 

sales growth in over two years.

• Free cash flow surged 36% in the 

last year, core business 

remains cash generative under 

other pressures.

• Free cash flow growth funds 

shareholders return.

• A revenue FCF- divergence is 

bullish. Signals Brown-Forman is 

cutting costs and improving 

efficiency.



Financials Cont.

EV/EBITDA 1Y: 7.69, -43.41%

PE Ratio 1Y: 15.54, -0.85%

• Valuation has compressed 

dramatically. Fallen 43% over the 

past year, a historically low level 

for a premium consumer staple 

with durable moats. Near term 

headwinds are priced in.

• PE reflects cautious optimism. 

Earnings pressure justifies 

discount until a clear recovery 

trend emerges.

• Cyclical headwinds are not 

structural declines for consumer 

staples. Market is pricing in 

damage.



Brown-Forman Recommendation

Stock Stock Price 
(2/11)

Current Price 
(4/6)

Target Price Expected 
Return (4/6)

Recommendation

BF/B $30.28 $26.73 $31.07 2.61% HOLD

Growth Driver

• Brand Moat: Jack Daniel's and 

Woodford reserve command global 

pricing power with over 150 years of 

business which provides the company 

with resilience through economic 

cycles.

• Emerging Market Expansion: Double-

digit market growth in Mexico and 

Brazil offsets developed market 

weakness.

• Dividend Reliability: 42 consecutive 

years of dividend increases with strong 

FCF ($730M) to sustain payouts.

Risk

• Canada Trade Dispute: Creates a 

direct and ongoing revenue headwind 

with no resolution.

• Secular Decline in Spirits: Gen Z 

consuming less alcohol represents a 

long-term structural challenge for the 

entire industry.

• Earnings Momentum is Negative: 

YTD EPS is down 8%, a recovery in 

multiples requires execution on cots cuts 

and revenue stabilization.



Final Recommendation

Stock Current 
Price

Current 
Weighting

Buy/Sell/ 
Hold

Weighting 
after Recc

Target 
Price

Expected 
Return

Target 122.21 1.97% Sell 17 BPs 1.80% 109.64 -8.54%

Caseys's 747.77 0 Hold 0 637.88 -12.8%

Kroger 73.03 1.85% Hold 1.85% 73.35 0.43%

BJ's 95.59 0 Buy 50 BPs .5% 108.83 13.85%

Brown-
Forman

26.73 0.95% Hold 0.95% 31.07 2.16%

Primary Catalysts
- Target:

- Uncertain “own branding” execution 
from Ulta Partnership conclusion

- Geopolitical risks from tariff 
implementations

- DCF & Multiples overvaluation result

Primary Risks
- BJ’s

- Margin Pressure from Inflation and 
Competition

- Underperformance in high growth 
markets due to its defensive nature



Appendix



Target’s DCF



Casey's DCF



Kroger DCF



BJ's DCF



Brown-Forman DCF
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