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Size and Composition of the Sector 

• Consumer Staples Market Cap on February 1st is $4.08 Trillion, which is broken into six 

industries listed as Beverages (1.15T), Food & Staples Retailing (995B), Food Products 

(582B), Household Products (564B), Personal Products, Tobacco (383B). 

• For the YTD percent change consumer staples has grown 20%, which is close to the S&P 

500 Index (21.57%) and the 4th highest growth sector.  

• The largest companies include Proctor & Gamble (which we own), Coca-Cola, PepsiCo, 

and Costco.  

• The S&P Dow Jones Indices has it weighted 6.1% (as of February 1st, 2021) of the 

overall allocation, whereas the Wiseman Fund has consumer staples weighted at 4.9% (as 

of Jan 1st, 2022).  

• According to Morning Star, in the last three months for total trailing return has been 7.35 

and YTD is -1.48%. For the six industries within the sector, the highest 1-year percent 

change is Tobacco with 7.93%, and the lowest was personal products of -15.78%. 

Business Analysis 

• For the business cycle the U.S are in the mid-cycle and possibly could see a late cycle in 

a year, but regardless of the industry cycle, consumer staples industries are always 

needed. In the mid-cycle, consumer staples neither over nor underperforms the market. 

However, in the late cycle, the consumer staples seem to overperform the market, so if 

the cycle starts to change, we should prepare for a late cycle. 

• In this sector, external factors and the economy are not indicators of performance since a 

staple is something consumers constantly need. Supply is always flowing, and COVID 

has not caused a shortage as people saw during 2020. The only time to worry about 

supply would be if there was a natural disaster or another major pandemic.  

• Competition within this sector is present and the ease of entry is very difficult for new 

companies. Where competition comes in is the companies that are already in business in 

similar industries like Coke vs. Pepsi or Costco brand vs Walmart. What also affects 

competition and entering the market is brand recognition. Consumers can be very picky 

so there are plenty of substitute products and makes it harder for companies to be 

successful and thrive.  

Economic Analysis 

• Since Consumer Staples are products that are always in demand periods of growth or 

recessions are not factors that is reliant of positive returns. With consumer staples, rallies 

typically occur with stock specific news.   Consumer staples does not rely on economic 

growth or recessions for the industries to consistently be positive returns. But that also 
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means there is no market rallies unless there is specific stock-driven news to make it 

spike.  

• This sector is also widely known to be defensive meaning it usually does well in 

economic downturns but does not capture all the gains from an economic rally. The only 

way companies in this industry can grow their business is to reduce costs, prices, and 

differentiate their products. 

• With the two stocks we own in this sector (Proctor & Gamble, Hershey), P&G falls under 

personal products and Hershey falls under food products. So, diversification is good, but 

selection could be improved upon. 

 

Financial Analysis 

• The average EPS in the food products industry as of February 3rd, 2022, is $8.42, revenue 

growth is 11.12%, ROE is 18.39%, ROI is 8.05%, and the dividend yield is 2.42%. 

Hershey data compared to the industry is as follows; EPS is $6.89, ROE is 62.40%, ROI 

is 21.41%, revenue is $8.83 billion, and the dividend yield is 1.72%. Hershey 

outperforms in every category except for the EPS and dividend yield which makes sense 

because their size. If we were to compare the dividend yield of Hershey and other 

companies’ smaller ones would have a higher yield.   

• The average EPS as of February 3rd, 2022, in the personal products industry is $3.62, 

ROE is 37.86%, ROI is 18.79%, and the dividend yield is 1.68%. Proctor and Gamble 

had an EPS of $5.67, ROE of 31.26%, ROI of 18.44%, revenue of $78.35B, and a 2.14% 

dividend yield. P & G is a very low risk stock with the beta being 0.46 meaning it will 

produce less than average results.  

• The key takeaway from this is that our stock selection for this specific sector is okay 

considering risk for the companies we have but can be improved upon and comparing a 

defensive sector like Consumer Staples to the S&P 500, does not fare well at all. 

 

Valuation Analysis 

• Comparing the financial ratios between the S&P 500 and the Consumer Staples sector, 

the consumer staples sector has a P/E ratio of 51.50 for last year and the estimate for this 

year is 47.50. This means that the earnings in this sector have increased but at a rate 

where the price of the stock cannot keep up since the P/E Ratio measures how much more 

the market is willing to pay for each dollar of annual earnings.  

• Comparing this to the S&P 500 of 23.05 ttm we see the P/E ratio is higher. But the 

dividend yield for consumer staples (2.46% as of February 4th, 2022) is much better and it 

has a higher price to book ratio, higher price to cash flow ratio, and lower price to sales 

ratio. 

• This all means that the consumer staples sector has a higher market premium, higher 

price dividend by cash flow per share, and lower stock price to sales per share. 
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Comparing these to the two stocks we own, all two companies have higher P/B, P/S, and 

P/E ratios than the average. 

Recommendation 

• I recommend that we overweight the consumer staples sector by 1 to 2% at 7-8%. With 

going into the late cycle possibly for the next year I am looking to grow capture the gains 

in the future since it is a defensive sector. 

• I would look into getting small cap stocks in different industries to diversify and get more 

value stock in our portfolio.  

Charts/Graphs 
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