
CONSUMER STAPLES:  
A VIEW ON RELATIVE VALUATIONS

The investment philosophy that lies at the core of our stock picking activity can be  
boiled down to “buying high quality companies at a fair price”. 

Historically, we have observed that few sectors have generated profits with an elevated return on capital employed with 
a greater consistency than consumer staples. Every day, all over the world, these companies sell a large number of small 
products to clients, leveraging their most valuable assets: their brands. The recognition of products like Coca-Cola, Nivea, or 
Colgate, to name a few, have been slowly built for decades into daily habits of generations of consumers worldwide. Thanks 
to their brands, massive scale and distribution, we believe good companies operating in this sector are likely to enjoy high 
return on capital employed, above-average margins, and good pricing power.

We have performed a study on a basket of 15 consumer staples businesses listed in the US1 and compared their PE multiples 
(price to normalised earnings ratio, in dark blue below) against the market (S&P 500 CAPE ratio, in orange below) from January 
1989 to March 2021. The grey area in the graph shows the relative valuation of staples versus the S&P 500 Index.

1 We selected what we think are the 15 most representative consumer staples companies that are part of the S&P 500 Consumer Staples Index. These 15 companies 
are included into our investment universe: Colgate, Coca-Cola, PepsiCo, Kellogg’s, General Mills, Campbell Soup, Clorox, Church & Dwight, McCormick, Kraft-Heinz, 
Mondelez, Procter & Gamble, Hershey, Kimberly Clark, Estée Lauder. We did not include in the above list any tobacco business, beer or spirit producer as well as any 
retailer, although these businesses are included in the S&P 500 Consumer Staples Index. As a reminder, tobacco companies are excluded from Tikehau International 
Cross Assets (InCA) and Tikehau Equity Selection (TES) investment universe as part of our internal ESG exclusion policy.

March 2021

Sources: Tikehau Capital internal research, Bloomberg, data as of 16/03/2021.
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Since 1989, on average, the selected securities have traded more or less in line with the market2. Thanks to their defensive 
nature, consumer staples stocks tend to trade at more expensive valuations than the market during periods of uncertainty, 
as happened during the 1991, 2001 and 2009 recessions. On the contrary, in periods of general euphoria, consumer staples 
multiples tend not to surge as much as the market. This happened in the run-up to the 2000 tech bubble, in the period 
preceding the 2009 financial crisis, and, more recently, since the COVID vaccine news in November 2020.

As of March 16th 2021, the group of 15 consumer staples stocks depicted above trades at an average discount of 28% 
versus the market3 (ratio: 0.72x). To put things into perspective, since 1989 the discount has never been larger except in 1999 
before the peak of the tech bubble. Subsequently, it reverted to 1x by the end of the bear market that followed.

A hypothetical investor in 1999 investing with equal weights into this group of 15 businesses at a discount to the index similar 
to the present one would have been potentially rewarded with a return of +11.2%4 by the end of the bear market in 2002. 
Over the same period, the S&P 500 lost 25.8% of its value5.

We believe investors could be rewarded over the long term when buying high quality companies at a fair price. This is exactly 
what we have tried to do in recent months: as the relative discount of staples to the market widened, we increased the sector 
weighting in our equity portfolios. As of March 16th, the funds Tikehau International Cross Assets (InCA) and Tikehau Equity 
Selection (TES) had respectively 21.6% and 38.1% of their assets invested in consumer staples, compared to 6% and 14.1%, 
respectively, in April 2020.

2 The monthly ratio between Staples PE and S&P 500 CAPE averaged 1.005x between January 1989 and March 2021.
3 In statistical terms, the current discount lies in the 3rd percentile, meaning that since 1989 only less than 3% of the monthly observations in our dataset have shown a 

deeper discount.
4 Performance of a hypothetical equal weighted portfolio from 20/12/1999 to 06/05/2002 without rebalancing. Of the 15 securities mentioned in note 1, a total of 13 

were considered (Mondelez and Kraft-Heinz were not listed in 1999). These consumer staples stocks were trading on average at a multiple of 0.74x the market as of 
20/12/1999, and of 1.03x as of 06/05/2002. The stated performance does not include trading fees and dividends received nor reinvested. This exercise is for 
informational purposes only.

5 Performance of the S&P 500 from 20/12/1999 to 06/05/2002. It does not take into account trading fees and dividend received nor reinvested.

Sources: Tikehau Capital internal research, Bloomberg, data as of 16/03/2021.

Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21

Staples 
weight

InCA 6,0% 6,5% 7,1% 8,9% 9,5% 9,8% 10,7% 14,6% 14,9% 14,7% 14,5% 21,6%

Staples 
weight

TES 14,1% 14,4% 16,8% 19,1% 17,8% 19,0% 19,2% 23,1% 25,2% 25,4% 32,7% 38,1%

Staples PE /  
S&P 500 CAPE

1,02x 0,99x 0,93x 0,93x 0,92x 0,90x 0,87x 0,82x 0,79x 0,75x 0,70x 0,72x
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Disclaimer 

This document has been prepared by Tikehau Investment Management and its affiliates (“Tikehau Capital”) for information purposes only. It does not create any obligation 
on the part of Tikehau Capital.

This document has not been approved by any regulatory body.

The disclosure of any document or information relating to the collective investment schemes (UCI) managed by Tikehau Capital may be limited or restricted in certain states 
or jurisdictions. It is not intended that this document be disclosed to or used by any person or entity, wherever located, in any jurisdiction where such disclosure or use 
would be contrary to the regulations applicable in that jurisdiction. 

The UCI may not be offered or sold, directly or indirectly, for the benefit or on behalf of a “U.S. person”, according to the definition of the US “Regulation S” and/or FATCA.

The recipient declares and acknowledges that he is aware of and undertakes to comply with all applicable laws or regulations relating to the UCI mentioned in this 
document and to the dissemination of information relating thereto.

Recipients should consider the investment objectives, risks, charges and expenses of the UCI carefully and should review their constitutional documents prior to making 
any investment decision. 

The risks, costs and recommended investment period of the UCIs presented are described in the KIID (key Investor information documents) and the prospectus available 
on Tikehau Capital’s website. The DICI must be given to the subscriber prior to subscription. 

Any decision to invest in a UCI should be based solely on a careful and accurate review of its documentation and professional advice, and not on the basis of this document.

The KIID, the prospectus, as well as the latest annual and semi-annual reports, are available on the management company’s website (http://www.tikehauim.com ) and 
also free of charge:

• In Belgium, from the representative agent of CACEIS Belgium, avenue du port, 86c B320, B-1000 Brussels; 

• In Switzerland, from the Swiss Representative and Paying Agent, CACEIS SA, Route de Signy 35, CH-1260, Nyon, Suisse. 

• In the United Kingdom, from FE FUNDINFO (UK) LIMITED, 3rd Floor, Hollywood House, Church Street East, Woking, Surrey, GU21 6HJ, United Kingdom in its 
capacity of facilities agent. 

• In France, from the French centralizing correspondent, CACEIS France 1-3, Place Valhubert 75013 Paris, France. 

• In Singapore: the offer of shares does not relate to a collective investment scheme which is authorised which is authorised under Section 286 of the Securities and 
Futures Act, Chapter 289 of Singapore (the “SFA”) or recognised under Section 287 of the SFA. The sub-fund is not authorised or recognised by the Monetary 
Authority of Singapore and the shares are not allowed to be offered to the retail public. This marketing presentation, the prospectus and any other document or 
material issued in connection with the offer or sale is not a prospectus as defined in the SFA. Accordingly, statutory liability under the SFA in relation to the content of 
the prospectuses would not apply. You should consider carefully whether the investment is suitable for you.


