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Introduction
Market Sector - Consumer Staples

● PepsiCo, Inc. is a global food, snack and beverage
company founded in 1919.The Company's brands
include Quaker Oats, Tropicana, Gatorade,
Lay's, Pepsi, Walkers, Gamesa and Sabritas

● Market capitalisation: $152bn
● Approximately 263,000 employees worldwide
● 52-week range: $95.94-$122.51
● Product division:

53% food and  47% beverages



Financial Highlights



Pepsi’s complementary portfolio of brands include snack-time 
hall-of-famers like 

Frito-Lay, 
Gatorade, 

Pepsi-Cola, 
Tropicana

2nd  largest manufacturer of soft drinks in the world,
But what’s interesting about this company is it’s snack 

business and initiative to move towards “Guilt Free” foods.



PepsiCo Today
● Stock Price: 108.83
● Exculsive eCommerce Offerings ~ $1Bn

● Even though there are some headwinds 
with the sugary and carbonated 
beverages, the pricing on Frito-Lay and 
beverage side appears to be keeping 
their revenue afloat.

● Pepsi has a 3.3% dividend yield, 
compared to a 1.7% consumer goods 
average.



Pepsico vs Industry Peers



PepsiCo Inc. - Market Share: 33.6%

Other Beverages:
The Coca-Cola Company - Market Share: 41.2%
Dr Pepper Snapple Group Inc. - Market Share: 15.4%

Snacks: Frito Lay North America - Market Share: 48.4%

Kraft Foods Inc. - Market Share: 5.2%
General Mills Inc. - Market Share: 5.1%



Investment Thesis
● Strong brands: PepsiCo’s strong brands should allow it to maintain its growth momentum in the next 

few years.

● 5-year $5 billion savings program: The company has a 5-year productivity program to improve 

operating efficiency.

● Returning cash back to shareholders: PepsiCo also has an excellent track record of consecutive 

dividend increase. 



Long or Short: Why?
● Long : PepsiCo (PEP), is a buy for the dividend growth investor and total 

return investor. 
● PepsiCo has steady growth and has plenty of cash, which it uses to buy 

bolt-on companies, increased the dividend each year and buy back shares. 
● Even with an earnings beating street estimates in the last quarter, the stock 

price of the company has taken a beating in the markets recently which 
according to our research looks like an ideal buying opportunity in current 
market scenario. 



Dividends

● Pepsi has provided reliable, consistent dividend increases for the past 46 
consecutive years. Over the past 10 years, dividend growth has averaged 
10% per year.

Dividend Growth Dividend Payout ($ Per Share)



Key drivers
● Snacks business
● Sparkling Water (bubly)
● Energy Drinks
● Product and packaging innovation : led to improved sales, net price utilization 

and market share performance
● Pepsi is undergoing a refocusing of it’s brand on water, tea, juices, and sports 

drinks to appeal to changing consumer tastes



Catalysts
● GDP growth
● Low unemployment rate
● Growth in emerging markets
● Adaptation to changing consumer preferences



Valuation



Fundamentals of PEP vs KO





Earning multiples and recent share price. 
● Share price of PepsiCo has decreased by about 16% from the high reached earlier in 

the year. 
● The company is currently trading at a forward PE ratio of 18.12x. This is about 1.3x 

multiple below its 5-year average of 19.40x. 
● Its EV to EBITDA ratio of 12.68x is also about 1.1x multiple below its 5-year average. 
● Using PepsiCo’s 5-year average PE ratio of 18.12x and its 2018 EPS guidance of 

$5.70, we derive a target price of $110.50 per share. Including dividend, its total return 
is about 12%.

● To summarize we are looking at a firm with a 3.5% dividend yield that is posting annual 
growth in the high single digits. 



Risks
● Healthy diet awareness advocates continue to slam sugary soft drinks, Pepsi 

might start to lose younger customers.
● Its gross margin can continue to experience compression in the near-term 

due to rising commodity prices.



Takeaway
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