
PEPSICO INC (NASDAQ:PEP)
RECOMMENDATION: SELL

PepsiCo Inc. is a global food and beverage company. The company

operates through six segments: Frito-Lay North America (FLNA), Quaker

Foods North America (QFNA), North America Beverages (NAB), Latin

America, Europe Sub-Saharan Africa (ESSA), and Asia, Middle East and

North Africa (AMENA). Well-known brands within the group include

Pepsi-Cola, Gatorade (sports nutrition for athletes), Tropicana, Lay’s,

Quaker (grains), Fritos and Simba. The group also produces, markets,

distributes and sells ready-to-drink tea and coffee products through

joint ventures with Unilever and Starbucks. The company serves

customers in more than 200 countries and territories.

FUNDAMENTAL/TECHNICAL OVERVIEW

PepsiCo reported its third-quarter 2019 results on the 3rd of

October. The company’s core earnings per share declined year-

over-year, due to increased selling & general expenses, which also

negatively affected operating margin.

Net revenues of $17.1bn advanced 4.3% year-over-year. Notably,

revenues included the negative impact of 1 percentage point from

foreign exchange movements. On an organic basis, excluding

currency headwinds, revenues increased by 4.3%. Revenue

growth, on a reported and organic basis, was primarily driven by

strength in all of the company’s businesses as well as robust

pricing, while volumes remained flat. All segments witnessed

organic and reported revenue growth in the third quarter. This

was driven by strong progress on its strategic priorities and

investments made in its capabilities, brands, manufacturing and

go-to-market capacity to boost growth.

The Frito-Lay North American segment is one of the key units of

the business. Its organic turnover grew by more than 5% year-on-

year. The growth was mainly driven by volume growth and higher

prices. This segment was the second-biggest revenue contributor

in the third quarter. In addition, though a smaller contributor to

overall revenue, AMENA was the fastest-growing segment year-on-

year, expanding by 9%.

The company ended its third-quarter 2019 with cash and cash

equivalents of $5.4bn, long-term debt of $29bn, and shareholders’

equity (excluding non-controlling interest) of $14bn.

The group indicated that it expects to meet or exceed its organic

revenue target of 4% for the full year. Year-to-date, the group

reported organic revenue growth of 4.6%, increasing the

probability that the company is on track to reach its full-year

goals. Further, management plans to return $8bn to shareholders

through dividend payments worth $5bn and share repurchases

worth $3bn.

PepsiCo is trading on a forward PE of 23, which is above the

median level of 20.55. The group appears to be fully valued at

current levels.
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

La st 12 Months 17.0x 2.9x 16.8x

Current Year Es t 25.0x 2.9x 16.7x

Expected 23.2x 2.8x 15.7x

SHARE INFORMATION

Share Code PEP

Industry Bevera ges

Sector Consumer Staples

Ma rket Capi ta l  (USD m) 192 223

Current Price (USD) 137.85

Ta rget Price  ** 132.00

Price - 52 Week High: 140.45

Price - 52 Week Low: 104.53

Dividend Yie ld 2.77%

Beta  5 Year 0.56
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Net cash flow from operations declined slightly from FY17,

but remains at acceptable levels.

The company’s dividend yield is at 2.73, which is close to

one standard deviation below the long-term average of

2.92.

Total debt-to-equity has declined significantly since Q1 2018.

PepsiCo has managed to hold GP margins above 50% since

FY13.

PepsiCo’s forward PE is at 23.51, which is more than one

standard deviation above the long-term average of 20.55.

The company’s P/B is at 13.86, which is above the long-term

average of 12.25.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

PepsiCo’s 52-week low is $104.53 and the 52-week high is $140.45, currently trading just above $137. PepsiCo’s current year to date

performance is +24.77% and the share at the time of writing, was trading well above its 50-day and 200-day MA's. PepsiCo has been

trading in a strong upward trend. The intra-day high of $140.45 made on the 4th of October could act as a short term resistance level.

The 50-day MA at $133 will be a key support level.
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52 Week Total Return
Value

MomentumQuality

Good Poor Actual

Daily PEP.O 7/17/2018 - 10/31/2019 (EST)

Cndl, PEP.O, Trade Price, 10/9/2019, 137.32, 138.17, 136.83, 137.85, N/A, N/A, SMA, PEP.O, Trade Price(Last),  50, 10/9/2019, 133.83, SMA, PEP.O, Trade Price(Last),  200, 10/9/2019, 125.19
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USD
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RSI, PEP.O, Trade Price(Last),  14, Wilder Smoothing, 10/9/2019, 55.329

Value

USD

Auto

40
55.329

StochF, PEP.O, Trade Price,  5, 3, 3, Simple, 10/9/2019, 55.705, 69.709

Value

USD

Auto

55.705
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