
Consumers Discretionary 
Sector Analysis 

● Abukhovich Yuliya 
● Albers Grace 
● Antjas Chris 



Table of Contents 
1. Overview 
2. Business Analysis
3. Economic Analysis
4. Financial Analysis
5. Valuation Analysis
6. Recommendation 



Overview 
What is the consumer discretionary?:

“The term given to goods and services that are 
considered non-essential by consumers, but 
desirable if their available income is sufficient 
to purchase them. Consumer discretionary 
goods include durable goods, apparel, 
entertainment and leisure, and automobiles” 
Source: Investopedia

Economic Implications?



Overview 
Market Capitalization: $4.82 Trillion

Market Weight: 12.23% 

Various Industries: Automobile, 
Hotel, Restaurant, Internet, and 
Media companies

Best Performing Industry: Consumer 
Durables and Apparel 

Year to Date Performance: +10.33%



Business Analysis 
Extremely cyclical

Overperforms when: the economy is in a bull 
market and consumer confidence is high

● Expansions and booms 

Underperforms when: the economy is in a 
bear market and consumer confidence is low

● Recessions and depressions 

Question

Consumer Discretionary sector is currently  
outperforming the SP500, why?

B

Business Cycle



Business Analysis
Positive Influences

1. Improving job market 
2. Wage growth
3. Economic position
4. High consumer confidence

 Negative Influences

1. Federal Reserve raising interest rates 
2. Different consumer spending habits 

after recession
3. Retail competition with shift to 

eCommerce

What Affects Supply and Demand?



Economic Analysis
Main economic factors affecting consumer discretionary sector:

● Consumer confidence 
● Consumer sentiment 
● Average Wage Rate
● Inflation 
● Consumer price index (CPI)
● Unemployment rates 
● Interest rates 
● GDP growth
● US export
● Oil price 



Economic analysis 
Consumer Confidence (Bloomberg chart) 



Economic Analysis 
Consumer Sentiment (Bloomberg chart)



Economic Analysis 
Average Wage Rate



Economic Analysis
Inflation



Economic Analysis
CPI



Economic Analysis 
Unemployment Rate



Economic Analysis 
Interest Rates



Economic Analysis 
GDP Growth



Economic Analysis 
US Export



Economic Analysis 
Oil Price



Financial Analysis 



Valuation-5Y COND vs S&P500



Valuation-Relative Multiples 

COND HIgh Low Median Current

P/E 556.27 14.07 19.75 20.82

P/B 5.14 1.77 3.26 5.06

P/S 1.61 0.43 1.15 1.56

P/EBITDA 11.04 4.69 7.88 10.23

S&P 500 HIgh Low Median Current

P/E 24.24 12.04 17.37 21.53

P/B 3.09 1.64 2.41 3.13

P/S 2.08 0.74 1.44 2.09

P/EBITDA 11.27 4.41 7.56 11.15

Relative S&P 500 HIgh Low Median Current

P/E 2.51 0.37 1.15 1.06

P/B 1.77 0.35 0.88 1.66

P/S 1.24 0.48 0.91 0.97

P/EBITDA 1.24 0.34 0.68 0.72



Valuation-Price to Earnings



Valuation-Price to Book



Valuation-Price to Sales



Valuation-Price to EBITDA



Valuation-Price to Cashflow



Valuation-Estimated Growth



Recommendation
We recommend the SIM program slightly overweight the Consumer 
Discretionary Sector based on the following reasons.

● The sector, historically, has yielded a higher return than the S&P 500 and 
shows continued signs of  growth over the next 3 years.

● Current trends indicate a conducive economic environment for sector 
growth, low unemployment, high consumer confidence, etc. 

● Negative growth factors such as raised interest rates and altered 
spending habits may cause lower returns in the short term but will 
ultimately not affect sector returns. 

 



Questions?

What questions do you have?


