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Sector Recap



Consumer	Staples	Sector

• Size:	$2.216	trillion

• 9.4%	of	S&P	500
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Phrases	of	Life	Cycle	
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Recommendations



Recommendation Summary
Consumer Staples

Wal-MartCompany Tyson Foods PepsiCo Procter&Gamble

Ticker

Current Price

Target Price

Recommendation

WMT

$72.05

$71.36

HOLD

TSN

$61.97

$71

HOLD

PEP

$111.58

$119

BUY

186 bp

PG

$89.54

$87.13

SELL

186 bp



Recommendation: HOLD



12HOLD: Wal-Mart (WMT)

Market	Cap:	$221.5B
Unit	Cost:	$72.03
Current	Price:	$72.05
Target	Price:	$71.36

è Fluctuate	around	the	target	price, no	compelling	reason	to	buy/sell	



13HOLD: Tyson Foods (TSN)

Market	Cap:	$22.12B
Unit	Cost:	$70.06
Current	Price:	$61.97
Target	Price:	$71

è Current price much	lower	than unit	cost, temporary negative
effects from Bird Flu, hold for price recovery



WOWW
Recommendation: BUY



15BUY:	PepsiCo	(PEP)

PEP	– 1	Year	Performance



PEP	Key	Drivers	

• Diversification	of	Products:	1/3	Beverage;	2/3	Package	Food
çè Coca-Cola:	100%	Beverage

• High-value	Brand	Portfolio

• Large market share

• Multi-national operations



17BUY:	PepsiCo	(PEP)

High Low Median Current

P/E 23.07 15.74 19.97 21.83

P/B 13.88 4.44 5.96 12.94

P/S 2.53 1.51 2.09 2.52

P/EBITDA 14.96 8.26 11.46 13.28

Key Ratios



18BUY:	PepsiCo	(PEP)

Comparison to Peers	– Ratios	&	Margins

Ticker P/E	TTM P/S	TTM P/B P/CF	TTM EV/	EBITDA	
TTM

Average 24.8425 3.2375 7.435 27.985 15.66
PEP 23.07 2.57 14.45 21.89 14.07
Peers

COCA-COLA	
CO/THE 22.11 4.38 7.89 28.03 15.8

CONSTELLATION	
BRANDS 26.21 4.48 4.6 42.32 16.91

FOMENTO	
ECONOMICO	ME 27.98 1.52 2.8 19.7 15.86

Ticker Name
Gross	Margin	

TTM
EBITDA	Margin	

TTM
Operating	
Margin

Profit	Margin	
TTM

None	(17	securities)
Average Average 46.30 20.35 15.66 10.10
PEP	US	Equity PEPSICO	INC 55.16 20.91 16.69 11.21



19BUY:	PepsiCo	(PEP)

Relative	to	S&P	500



20BUY:	PepsiCo	(PEP)

Relative	to	Consumer	Staples	Sector



21BUY: PepsiCo	(PEP)

ROE	Breakdown :	ROE	=	(net	profit	margin)	*	(asset	turnover)	*	(equity	multiplier)
=	(net	income	/	sales)	*	(sales	/	assets)	*	(assets	/	shareholders'	equity)

Quarter	Breakdown
For	Past	3	Years



22BUY: PepsiCo	(PEP)

ROE	Breakdown :	ROE	=	(net	profit	margin)	*	(asset	turnover)	*	(equity	multiplier)
=	(net	income	/	sales)	*	(sales	/	assets)	*	(assets	/	shareholders'	equity)



23BUY: PepsiCo	(PEP)

ROE	Breakdown :	ROE	=	(net	profit	margin)	*	(asset	turnover)	*	(equity	multiplier)
=	(net	income	/	sales)	*	(sales	/	assets)	*	(assets	/	shareholders'	equity)



24BUY: PepsiCo	(PEP)

Other	Ratios	– Credit
Increasing	financial	leverage	in	recent	decade



25BUY: PepsiCo	(PEP)

Other	Ratios	– Liquidity
Most	liquidity	ratios	increase	or	remain	the	same	level	despite	higher	leverage



26BUY: PepsiCo	(PEP)

Other	Ratios	– Profitability
Most	ratios	increase	in	the	recent	5	years	or	longer

In	Millions	of	USD	except	Per	Share FY	2007 FY	2008 FY	2009 FY	2010 FY	2011 FY	2012 FY	2013 FY	2014 FY	2015 FY	2016
12	Months	Ending 12/29/07 12/27/08 12/26/09 12/25/10 12/31/11 12/29/12 12/28/13 12/27/14 12/26/15 12/31/16 
Returns
Return	on	Common	Equity 34.72 35.09 41.21 33.33 30.89 28.84 28.96 31.32 37.2 55.14
Return	on	Assets 17.53 14.56 15.68 11.7 9.14 8.38 8.86 8.8 7.78 8.8
Return	on	Capital 29.39 25.77 27.49 19.62 15.07 13.99 14.28 14.41 13.55 15.79
Return	on	Invested	Capital 26.88 24.38 26.65 18.97 15.58 13.9 13.38 13.6 12.45 14.94

Margins
Gross	Margin 54.3 52.95 53.51 54.05 52.49 52.22 52.96 53.69 54.44 55.08
EBITDA	Margin 21.78 19.6 22.39 18.43 18.6 18.02 18.62 18.3 17.08 19.35
Operating	Margin 18.16 16.03 18.61 14.41 14.48 13.91 14.61 14.37 13.25 15.58
Incremental	Operating	Margin 15.31 — — 1.97 15.01 -51.48 64.25 — -33.86 —
Pretax	Margin 19.33 16.23 18.69 14.23 13.28 12.68 13.39 13.13 11.8 13.62
Income	before	XO	Margin 14.33 11.89 13.83 10.96 9.72 9.49 10.22 9.83 8.72 10.16
Net	Income	Margin 14.33 11.89 13.75 10.93 9.69 9.43 10.15 9.77 8.65 10.08
Net	Income	to	Common	Margin 14.3 11.87 13.74 10.92 9.68 9.42 10.14 9.78 8.64 10.07

Additional
Effective	Tax	Rate 25.86 26.76 25.99 23.01 26.85 25.17 23.66 25.11 26.08 25.42
Dvd	Payout	Ratio 40.84 50.43 46.6 47.96 49.6 53.67 51.26 58.49 74.75 67.72
Sustainable	Growth	Rate 20.54 17.4 22.01 17.35 15.57 13.36 14.11 13 9.39 17.8



27BUY: PepsiCo	(PEP)

Revenues	and	EPS	

Year Last	reported	
year

1	yr	forward	
estimate

2	yr	forward	
estimate

3	yr	forward	
estimate

Revenue 62.799B 63.272B 65.692B 68.271B
%	growth	from	
prior	year -0.41% 0.75% 3.82% 3.93%

Shares	
Outstanding 1,428.2M

Earnings	Per	Share 4.36 5.13 5.54 5.99
%	growth	from	
prior	year 18.80% 17.66% 7.95% 8.07%



28BUY: PepsiCo	(PEP)

Income	Statement	Projection



29BUY: PepsiCo	(PEP)

Income	Statement	Projection	- Segments



30BUY: PepsiCo	(PEP)

Income	Statement	Projection	- Segments



31BUY: PepsiCo	(PEP)

DCF	Analysis



32BUY: PepsiCo	(PEP)

Sensitivity	Analysis



33BUY: PepsiCo	(PEP)

Tax	Rate	Scenario	Summary



34BUY: PepsiCo	(PEP)

Consensus View on PepsiCo



BUY: PepsiCo	(PEP)
To	Sum	Up

Undervalued	118.74	ßà
111.58	6.4%	upside

Diversified	product	lines

Strong	fundamentals,	i.e.	
improved	profitability	&	
liquidity

Higher	margins	than	
peers



Recommendation: SELL



37SELL: Proctor & Gamble (PG)

SIM%	(28,	Feb)				1.86 %
Current	Price							$89.54
Target	Price									 $87.13

Dividend	Yield					$2.68 (2.98%)
P/E																								16.44
Beta																							0.53



38SELL: Proctor & Gamble (PG)

Key Business Drivers:
• Long standing brand name,	brand value and brand

reputation
• Large market share

• Sector leader
• Consistent innovation with new products
• Multi-national operations



39SELL: Proctor & Gamble (PG)

Key Ratio Comparisons

Absolute Basis High Low Median Current
P/E 23.6484 15.6296 19.7427 23.3255
P/B 4.3903 2.4656 3.3426 4.0537
P/S 3.637 1.9521 2.7011 3.5264
P/EBITDA 15.9704 9.1509 12.9207 14.6798

Absolute Basis High Low Median Current

P/E 17.8915 12.0856 14.9826 16.6852

P/B 3.3931 2.1243 2.9061 2.774

P/S 0.5916 0.3729 0.4933 0.4416

P/EBITDA 8.172 5.0175 6.892 6.8055

P&G

Wal-Mart



40SELL: Proctor & Gamble (PG)

WMT	vs.	PG	– EPS	Comparison



41SELL: Proctor & Gamble (PG)

Comparison to Peers About the average, not	one	of the best

Ticker P/E TTM P/S TTM P/B P/CF TTM EV/EBITDA
TTM

Average 21.17 2.52 14.96 24.92 12.74

P&G 22.16 3.53 4.41 24.27 14.38

Colgate-
Palmolive Co

24.57 4.19 -- 25.61 15.47

Kimberly-
Clark Corp

20.53 2.55 -- 19.22 12.77

Estee Lauder
Cos Inc

23.46 2.65 8.18 27.35 14.95



42SELL: Proctor & Gamble (PG)

P&G Comparison to S&P 500 P&G Comparison to Consumer
Staples Sector



43SELL: Proctor & Gamble (PG)

Wal-Mart Comparison to S&P 500 Wal-Mart Comparison to Consumer
Staples Sector



44SELL: Proctor & Gamble (PG)

P&G	ROE	Breakdown :	ROE	=	(net	profit	margin)	*	(asset	turnover)	*	(equity	multiplier)
=	(net	income	/	sales)	*	(sales	/	assets)	*	(assets	/	shareholders'	equity)



45SELL: Proctor & Gamble (PG)

Wal-Mart	ROE	Breakdown :	ROE	=	(net	profit	margin)	*	(asset	turnover)	*	(equity	multiplier)
=	(net	income	/	sales)	*	(sales	/	assets)	*	(assets	/	shareholders'	equity)



46SELL: Proctor & Gamble (PG)

Self	Projections

Year Last reported
year

1 yr forward
estimate

2 yr forward
estimate

3 yr forward
estimate

Revenue 65.30B 66.60B 69.98B 72.08B

% growth from
prior year

-14% 2% 5% 3%

Shares
Outstanding

2556.5M

Earnings Per
Share

3.49 4.67 4.15 4.52

% growth from
prior year

14% 33.8% -11.1% 8.9%



47SELL: Proctor & Gamble (PG)

DCF	Analysis



48SELL: Proctor & Gamble (PG)

Sensitivity	Analysis



49SELL: Proctor & Gamble (PG)

Consensus View P&G



50SELL: Proctor & Gamble (PG)

Consensus View Wal-Mart



SELL:	Proctor & Gamble (PG)
To	Sum	Up

Current	price	close	to	

the	historical	high

Target price lower than

current price

About the average	

performance	

compared	to	peers

Less	stable performance

relative to	S&P 500 and

the sector than Wal-Mart



So,	our	recommendations	are:
Consumer Staples

Wal-MartCompany Tyson Foods PepsiCo Procter&Gamble

Ticker

Current Price

Target Price

Recommendation

WMT

$72.05

$71.36

HOLD

TSN

$61.97

$71

HOLD

PEP

$111.58

$119

BUY

186 bp

PG

$89.54

$87.13

SELL

186 bp



THANKS	FOR	WATCHING	!!!
Questions ???


