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Recent Company Development

PepsiCo, Inc. manufactures, markets, and sells various snacks, carbonated and non-carbonated beverages, and foods worldwide. Aside from its array of beverage products, it also owns lines such as Lay’s, Doritos, Quaker, and Funyuns. In April, Pepsi launched a takeover bid for two of its main bottlers: PepsiAmericas Inc. and Pepsi Bottling Group Inc.. Although both companies rejected the initial buyout offers, the deal is expected to close in the near future. Pepsi has sufficient cash flow to fund the associated debt and the merger should not be cause for concern.
Industry Information

Pepsi operates in the Processed and Packaged Goods industry, which has historically been strong through recessions. Pepsi benefits from a sophisticated distribution system and the difficulties of replication create barriers to entry. Despite volatile commodity prices and a shift in preferences away from junk food, there are no industry trends that could have a significant effect on the share price of Pepsi in the long term.
Security Information and Peer Analysis
Ticker Symbol: PEP
Exchange: NYSE
52-Week Range: 43.78 - 75.25 
10-Day Average Trading Volume: 10,686,261
Beta: 0.56
Pepsi stock has performed consistently better than that of Coca-Cola Co. and has beaten the S&P 500 through the downturn. Pepsi has a stronger outlook than Coke due to its successful expansion into the broader snack and beverage market.
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Financial Information
Earnings per Share: 3.22
Price/Earnings: 15.40
Forward Price/Earnings: 12.38

Price/Sales: 1.78
Dividend Rate: 3.62%
Current Yield: 1.80
For three years in a row PepsiCo has been named to the Dow Jones Sustainability Index in recognition of the company’s economic, environmental and social performance. On May 6th, the company announced its 37th annual dividend increase. 
Company Analysis

Qtrly Earnings Growth: -1.10% vs. -10.10% (KO)
Qtrly Revenue Growth: -0.80% vs. -2.80% (KO)
Profit Margin: 11.88% vs. 17.82% (KO)
Return on Equity: 36.12% vs. 25.86% (KO)
Return on Assets: 13.30% vs. 12.12% (KO)
This company exhibits the ideal characteristics of a core stock. Glancing at the condensed statement of cash flows, Pepsi has posted reliable net income and cash from operations. Negative cash flows from investing suggest that Pepsi is making significant capital expenditures (to grow the company). Negative flows from financing arise when a company is paying back its long-term debt. This is the picture of a mature company with healthy cash flow.
PepsiCo. Condensed Statement of Cash Flows
	PERIOD ENDING
	27-Dec-08
	29-Dec-07
	30-Dec-06

	Net Income
	5,142,000  
	5,658,000  
	5,642,000 

	Total Cash Flow From Operating Activities
	6,999,000  
	6,934,000  
	6,084,000 

	Total Cash Flows From Investing Activities
	(2,667,000)
	(3,744,000)
	(194,000)

	Total Cash Flows From Financing Activities
	(3,025,000)
	(4,006,000)
	(5,983,000)

	Change In Cash and Cash Equivalents 
	$1,154,000  
	($741,000)
	($65,000)


Analyst Information

Consensus earnings estimates: 0.99
Consensus recommendations: 2.1 (Moderate Buy)
Pepsi beat analysts’ earnings estimates in the most recent quarter, with EPS estimated at 0.67, and EPS actual at 0.71. The mean one-year price target for Pepsi is 61.73 (11 analysts polled).

Evaluation

Given the above information, it is easy to conclude that Pepsi is a smart core stock to hold for the future. Its cash flows look extremely healthy. Its overall financials are stronger than those of the Coca Cola Co. and it has the advantage of successful product diversification. The potential takeovers of its major bottlers have a positive outlook, and will add flexibility to operations. This is surely a stock that will come out on top as the economy recovers.
