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The consumer sectors are looking for love following 
a challenging CY23 from the perspective of profit 
expectations (down overall) and share price performance 
(most underperformed). 

There is much to love in the consumer sectors. Many 
companies are looking good value versus their own 
historical multiples, and economic forecasters are 
predicting we are past the worst with respect to economic 
growth, inflation and interest rates. However, the 
improvements are expected to be second half weighted. 
Let’s hope they are right. 

Some have been willing to bet on this already – note 
the high level of corporate and private equity activity 
that began in the UK towards the end of Q323 and has 
continued into Q124. 

What is there not to love about the sectors? Mainly, the 
not-unexpected negative trends in earnings estimates and 
the more recent reversion to overall net downgrades. 

An improvement in momentum in profit expectations 
would be helpful for the sectors to find additional suitors 
and prevent them disappearing from our screens.
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Macro Overview
Reacceleration of growth in H224?
In the conclusion of our January 2024 Equity strategy and market outlook, we maintain 
a neutral outlook on global equities following the Q423 rally as equity valuations rose in 
tandem with declining bond yields. We believe that US equity markets appear to be fully 
priced at present and upwards revisions to earnings estimates will be required to sustain 
market momentum. 

We believe global investors still have a solid foundation in terms of the outlook for 
developed market interest rates and long-term government bonds, despite the most 
recent increase in yields. Bond yields are, in our view, set to remain significantly 
lower than the peak levels seen during 2023. However, the most rapid period of yield 
compression appears to be over and 10-year US government bonds appear to be close 
to likely long-term levels. If sustained, easier financial conditions are likely to improve 
prospects for economic activity during 2024, raising the prospect of earnings upgrades.

Provided inflation continues to decline, we expect increased corporate activity in terms of 
mergers and acquisitions from depressed levels, as financing becomes cheaper and more 
readily available as interest rates fall later in the year.

Recovering Purchasing Managers Index (PMI) data indicate that a period of subdued 
economic growth is coming to an end. We believe this will not have a material impact 
on expectations for a loosening of monetary policy later this year, provided there is no 
reacceleration of inflation. Equity investors’ focus is instead likely to be on the potential 
for a reacceleration of the global economy in the second half of 2024.

The key uncertainty for 2024 remains geopolitical risk, both in Ukraine and the Middle 
East, with its direct impact on the cost of energy and food. A significant escalation in 
either region could have a significant impact on energy prices or supply chains, and the 
consequent rebound in inflation would present challenges both to monetary policymakers 
and financial markets. 

Macro forecasts
It is safe to say that overall growth in 2023 was much better than expected/feared at 
the start of the year. In its January 2024 update, the International Monetary Fund (IMF) 
modestly increased its forecast for global growth in FY24 to 3.1% (from 2.9% in October 
2023), primarily due to a significant upgrade to the forecast for US growth to 2.1% 
(from 1.5%), while the forecast for the euro area was downgraded to 0.9% (from 1.2%) 
and the UK forecast was unchanged at 0.6%. This followed a slightly stronger finish to 
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2023 than previously expected, mainly attributed to the resilience of the US. The global 
growth estimates of 3.1% for 2004 and 3.2% for 2005 point to subdued growth relative 
to the historical average from 2000–19 of 3.8%. For what it is worth now, the IMF 
was expecting a strong improvement in 2025 for the UK (to 1.6% growth), as expected 
disinflation and easing financial conditions help real incomes to recover, and the euro area 
(1.7%), while the US’s growth was expected to slow somewhat (to 1.7%).

Exhibit 1: Real GDP growth estimates for 2023 	   Exhibit 2: Real GDP growth estimates for 2024

Source: International Monetary Fund			     Source: International Monetary Fund

Looking closer to home, in its February 2024 Monetary Policy Report, the Bank of 
England (BoE) expected GDP growth to pick up through 2024–26 as the drag on growth 
from past increases in the interest rate reduces. This was prior to the news on 15 
February 2024 that the UK had slipped into recession in H223. Within the better overall 
growth outlook, the BoE expected the level of household spending to be flat in H124 and 
to pick up from there, while the savings ratio was expected to remain elevated this year.

UK consumer spending
The COVID pandemic and recent cost of living crisis have naturally led to some dramatic 
swings in how households have chosen, or should we say been forced, to spend their 
money. While Exhibit 3 is quite a busy chart in terms of the number of categories 
of household final consumption shown, we draw out the main swings between the 
categories from Q319 through Q323. A greater proportion of spend has naturally gone 
towards the essentials, housing (increased from 25.7% of household consumption in 
Q319 to 26.4% in Q323) and food and drink (from 8.1% to 8.7%), while clothing and 
footwear has shrunk (from 5.2% to 4.6%). Miscellaneous (which includes everything 
from personal care to jewellery and financial services) increased from 11.8% to 13.3%. 
Here the pressure on discretionary spend is emphasised by the increase being entirely 
attributable to growth in financial services, while all other subcategories fell. Conversely, 
spend on transport has fallen by a similar proportion, from 14.1% to 12.8% of household 
consumption.
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Exhibit 3: UK household final consumption
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UK consumer spending was obviously under pressure through 2023 due to the elevated 
levels of inflation and higher interest rates. In addition, the household savings ratio 
increased, likely a result of higher rates and precautionary savings ahead of anticipated 
challenging times.

Exhibit 4: UK household savings ratio
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The UK consumer has been helped by real year-on-year increases in average weekly 
wages since June 2023, and the real increases have gradually increased, month-on-
month, as inflation has eased. 
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Exhibit 5: UK real weekly earnings

 Source: Office for National Statistics

The improvement in real pay would appear to be feeding through to improvements in 
consumer confidence, albeit this remains weak. The UK consumer confidence indicators 
were pretty erratic through 2023. Broadly, they have been on a general uptrend since 
reaching all-time lows towards the end of 2022, but there were wobbles along the way, 
notably in July 2023 and October 2023, when all or most of the constituent indicators 
headed south again. The most recent, February 2024 reading for overall consumer 
confidence slipped back again from -19 in January to -21 in February, following three 
consecutive month-on-month improvements for all of the constituent indicators. Most 
notably, January 2024 included the first non-negative read for ‘personal financial situation 
next 12 months’ for the first time since December 2021 and was unchanged at zero in 
February 2024. The February 2024 data are not shown in Exhibit 6 below as not available 
on Refinitiv at the date of writing.

Exhibit 6: GfK UK consumer confidence indicators
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The latest (January 2024) retail sales data (source: Office for National Statistics) 
provided some cause for optimism, with a headline figure of strong month-on-month 
volume growth in retail sales including auto fuel of 3.4%, and growth in all categories 
excluding clothing and footwear. The data were released the day after the news that 
the UK economy had slipped into recession in H223. The improvement followed a very 
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disappointing December, which saw volume decline by 3.3%, the largest monthly fall since 
January 2021. If we step back and look at year-on-year growth in retail sales excluding 
auto fuel, it is clear overall value growth slowed through 2023 as inflation eased and 
volume growth is responding slowly to the lower inflation. From a volume perspective, 
the year-on-year growth in January 2024 was achieved against an easy comparative from 
January 2023. January 2024’s overall volume growth, excluding auto fuel, of +0.7% was 
against a January 2023 figure of -5.8%. Volume in predominantly food stores grew by 
0.6% y-o-y, its first positive growth rate since December 2021, albeit this was achieved 
against a January 2023 comparative of -3.6%. Non-food store volume growth remained 
marginally negative, -0.1% in January 2024, also against an easy comparative of -3.5%, 
and having been marginally positive on a couple of occasions through 2023, in August 
and November.

Exhibit 7: Retail sales – value				    Exhibit 8: Retail sales – volume

 Source: Office for National Statistics	 Source: Office for National Statistics

Having read many trading statements since the start of the year, our sense is that the 
majority of companies have come through the Christmas and year-end period relatively 
unscathed, apart from notable profit warnings from the likes of Burberry, JD Sports and 
Watches of Switzerland Group in the UK. 

So we conclude that the recent data are supportive of the hoped-for and predicted 
recovery by the BoE and IMF, but the charts above suggest we should expect some 
volatility in the monthly data, perhaps inevitable in the predicted below-trend growth.
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OUTLOOK FOR CY24
Goodbye to a challenging 2023 for profit forecasts
In the sections below, we look at what happened to the share prices and consensus CY23 
profit (EBIT) estimates for the consumer sectors in Q423 and the whole of 2023. We 
then look at the consensus growth estimates, revenue and profit, for CY24 and screen 
for valuation opportunities in the sectors across the UK, Continental Europe and North 
America.

As a brief summary, Q423 was a challenging period for consensus CY23 profit estimates, 
with downgrades to the aggregates for discretionary and staples sectors in all three 
geographies. This brought to an end an overall challenging year, during which only the 
European discretionary sectors saw net upgrades to consensus CY23 profit estimates, 
albeit there was some forecast momentum at various stages through the year. These 
downgrades naturally flowed through to estimates for CY24.

Exhibit 9: Consensus CY23 profit estimates (indexed to December 2021)

Source: Refinitiv, Edison Investment Research

From a share price perspective, all the sector aggregates (ie for discretionary and staples) 
underperformed their regional benchmarks in Q423, likely not helped by the more 
negative trend in consensus forecasts. However, the majority of the sector aggregates 
enjoyed a positive Q423 as markets bet on better times ahead with the belief that 
interest rates and inflation have peaked. Through the whole of CY23, the discretionary 
sectors in all regions fared better than their staples counterparts, and special mention 
goes to the UK and North American discretionary sectors, which outperformed their 
benchmarks, despite net downgrades to consensus CY23 profit estimates through the 
year.
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Exhibit 10: Performance of consumer sectors (indexed to December 2021)

Source: Refinitiv, Edison Investment Research

Consensus expectations for CY24
As at 15 February 2024, consensus was expecting year-on-year profit growth of 5% in 
the UK, 4% in Continental Europe and 13% in North America. The discretionary sectors 
are driving the expected growth for the UK and North America and, as we demonstrate 
in the following sections, consensus is expecting year-on-year profit growth for a high 
proportion of the individual companies.

Exhibit 11: Consensus consumer growth expectations
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Source: Refinitiv, Edison Investment Research. Note: Data at 15 February 2024.

Valuation opportunities in the consumer sectors
We identify valuation opportunities by looking at prospective multiples versus their long-
term average. We focus on EV/sales in our screens but also show P/E multiples given the 
difficulties of comparing, say, EV/EBITDA multiples either side of the adoption of IFRS 16 
for accounting periods that began on or after 1 January 2019. To make the comparison of 
valuations over the long term more valid, we exclude lease liabilities, introduced with the 
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adoption of IFRS 16, from the calculation of enterprise value. Our ‘long term’ covers the 
period 2006–23 so we recognise the changes over the most recent cycle. The figures for 
CY23 are by definition estimates until all companies with various financial year-ends have 
reported their results, so are likely to change.

In Exhibits 18, 25 and 32, we show the UK, European and North American companies 
whose prospective CY24 EV/sales multiples were below their long-term average at 15 
February 2024.

Throughout the report we use sector (ie industry) classifications as defined by the MSCI 
Global Industry Classification Standard and in our charts, the discretionary sectors are 
labelled D and the staples sectors are labeled S. In previous editions of the report, we 
included the data for the passenger airlines subsector, in the industrials sector, but we 
now exclude it.

We create the sector aggregations bottom-up (ie by summing the data for the individual 
companies in the sectors). The quoted changes in market values and growth rates in 
estimates are on a like-for-like or comparable basis (ie we only include data for a company 
if there are data for both the base and current period), which may therefore give a slightly 
different universe if looking at different periods (ie changes in Q423 versus the full year, 
CY23, as companies join or leave the markets). The source of our data is Refinitiv, and so 
we are dependent on the completeness (Refinitiv may not include data from all covering 
analysts and may not include every line item of the analysts’ models), timeliness and 
therefore accuracy of its data. 
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The UK consumer sectors were relatively unchanged in Q423 and marginally 
underperformed the UK market return of 1.6%. This likely reflects the still negative trend 
in consensus profit estimates, -1% in Q423. The discretionary sectors performed better 
than staples, despite net downgrades to estimates of c 3%. Directionally, the performance 
of the sectors followed the changes in profit estimates for all but three, with downgrades 
to profit estimates for household durables, hotels, restaurants and leisure, and specialty 
retail being rewarded with a positive performance. Upgrades to profit estimates were few 
and far between; only five of the 16 sectors enjoyed net upgrades to consensus CY23 
profit estimates in Q423.

Exhibit 12: UK sector performance versus consensus CY23e profits in Q423 

Source: Refinitiv, Edison Investment Research

For the year as a whole, the consumer sectors did not fare too badly given the poor 
macroeconomic outlook at the start of 2023. The aggregate decline of -0.6% in 2023 
compares with the overall market return of 3.3%. Overall consensus profit estimates fell 
by 3% through the year, within which estimates for the discretionary sectors declined 
by c 6% versus a 2% fall for the staples sectors. The performance of the sectors broadly 
followed the changes to consensus profit estimates but there were some notable 
standouts. Distributors declined in value despite a significant upgrade to consensus profit 
estimates (primarily Inchcape), while automobiles (CY23e profit change not shown on 
chart as significant at over -300%), household durables, hotels, restaurants and leisure, 
and specialty retail performed well despite net downgrades to profit estimates.
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Exhibit 13: UK sector performance versus consensus CY23e profits in CY23
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To get a better feel for the underlying health of the individual sectors (ie to correct for any 
skewing from major companies), in Exhibit 14 below we show the number of companies 
that received upgrades and downgrades to consensus profit estimates in Q423. Overall, 
there were more downgrades (68) for companies than upgrades (59) in Q423. Specialty 
retail was the most negatively affected sector, but there was more optimism about the 
outlooks for the hotels, restaurants and leisure, and consumer staples, distribution and 
retail sectors. These downgrades naturally flowed through to consensus FY24 profit 
estimates, with upgrades for 56 companies more than offset by downgrades for 75 
companies. 

Exhibit 14: Number of companies to receives downgrades/upgrades to CY23e profit in Q423

Source: Refinitiv, Edison Investment Research
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The net number of downgrades to upgrades in Q423 (-9) was greater than in Q323 (-3) 
and Q223 (-1), so forecast momentum deteriorated through the year, having begun to 
improve earlier in the year.

Exhibit 15: Quarterly progression in downgrades/upgrades to CY23e profit

Source: Refinitiv, Edison Investment Research

Outlook for CY24 and subsector valuations
Having looked at what happened to share prices and consensus profit estimates in Q423, 
we turn our attention to the forecast growth for the UK consumer sectors in CY24 and 
identify where there are potential valuation opportunities. 

At 15 February 2024, consensus was forecasting the UK consumer sectors would grow 
revenue by 3% in CY24 and profit by 5%, which is below the expected growth rates for 
CY23 of 10% and 18%, respectively. The figures for CY23 were positively affected by a 
combination of continued post-COVID recovery and easing of some cost pressures, while 
the relatively tough macroenvironment obviously tempered growth expectations through 
the year, as shown above.

The most significant contributors to the absolute growth in expected profit from CY23 
to CY24 include the hotels, restaurants and leisure; food products; personal products; 
consumer staples distribution and retail; and specialty retail sectors.

In Exhibit 16 we show the following for the UK consumer subsectors:

■	 Consensus CY24 revenue and profit growth estimates.

■	 The prospective EV/sales multiple for CY24, priced at 15 February 2024, and how it 
compared with the long-term (2006–23) average multiple. The subsectors are sorted 
in ascending order of the discount/premium to their long-term average multiple to 
highlight which are most attractively valued relative to their own trading histories.
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■	 The CY24e profit margin relative to history, which shows how the subsector’s 
prospective margin compares with its range of reported profit margins between 2006 
and 2023. A negative percentage indicates a forecast margin that is below those 
achieved between 2006 and 2023, a percentage between 0% and 100% indicates 
where the forecast margin is within the historical range and a percentage greater than 
100% indicates a forecast is greater than the subsector has achieved.

We can see that consensus is forecasting revenue growth for the majority of the 
subsectors, with declines expected for eight subsectors: apparel retail; computer 
and electronics retail; footwear; housewares and specialties; distillers and vintners; 
homebuilding; home furnishings; and tobacco. From a profit perspective there is greater 
optimism, with year-on-year declines forecast for just five of the subsectors: footwear; 
apparel, accessories and luxury goods; distillers and vintners; homebuilding; and tobacco. 
The majority of the subsectors continue to look attractive versus their historical multiples 
given that they trade at a discount to their long-term average EV/sales multiples, while 
forecast profit margins appear to be mainly within their historical ranges (ie consensus is 
not making brave assumptions about the recovery potential).

Exhibit 16: UK subsector growth estimates, valuations and profitability

Source: Refinitiv, Edison Investment Research. Note: Data and price at 15 February 2024.
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UK consumer company valuation opportunities
We turn our attention to identifying the potential valuation opportunities at the 
individual company level. 

First, we can see in Exhibit 17 that there was high level of bullishness on 15 February 
2024 at the individual company level, with consensus expecting year-on-year profit 
growth in CY24 for 85% of the UK consumer companies. The only sector in which more 
companies were expected to see lower CY24 profit than CY23 was household durables.

Exhibit 17: Number of companies with lower/higher CY24e profit than CY23e

Source: Refinitiv, Edison Investment Research. Note: Data at 15 February 2024.

In Exhibit 18 we show the 101 UK companies that, on 15 February 2024, were trading 
with a prospective EV/sales multiple for CY24 below the company’s long-term average 
multiple. For each company, we include estimated revenue and profit growth rates for 
CY24e; how the CY24e margin compares with the long-run average; and the CY24e P/E 
multiple and how it compares with its own historical range of multiples.

The companies are sorted by their discount to the long-term average EV/sales multiple. 
We only include companies for which consensus is expecting positive free cash flow for 
CY23 and CY24 on a combined basis (ie we exclude those with estimated negative free 
cash flow and those with no estimates for free cash flow per Refinitiv). 
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Exhibit 18: UK company valuation screen

Cont.
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Exhibit 18: UK company valuation screen cont.

Source: Refinitiv, Edison Investment Research
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Investors in the Continental European consumer sectors were definitely in a forgiving 
mood in Q423 as all sectors bar one (tobacco) delivered a positive return, despite net 
downgrades to consensus FY23 profit estimates of 1%. That said, the aggregate for the 
consumer sectors underperformed the market. As seen in Exhibit 19 below, there was 
little correlation between the performance of the sectors and the changes to CY23 profit 
estimates in the period, suggesting investors were betting on better times ahead. The 
only sectors to receive upgrades to profit estimates in Q423 were household products, 
distributors, specialty retail and food products, in descending order.

Exhibit 19: Continental European sector performance versus consensus CY23e profits in Q423

Source: Refinitiv, Edison Investment Research

The year as a whole was challenging; only three sectors (specialty retail, personal 
products and auto components) outperformed the market return of 15%. In aggregate 
the discretionary sectors marginally underperformed, with a return of 14%, but the 
staples return of 6% was significantly worse. In Exhibit 20 we can see that there was little 
correlation between the sectoral performance and changes in consensus profit estimates, 
but overall it was a good year for trends in aggregate profit estimates as they increased by 
4%, all due to upgrades for the discretionary sectors of 7%, which were partially offset by 
downgrades for the staples sectors of 3%.
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Exhibit 20: Continental European sector performance versus consensus CY23e profits in CY23

Source: Refinitiv, Edison Investment Research

At the individual company level, the scope of the downgrades to consensus CY23 profit 
estimates was quite broad in Q423; forecasts were downgraded for almost 60% (219) 
of the (369) companies for which estimates changed in the period. At the sector level, 
those that benefited from more upgrades than downgrades included: auto components; 
automobiles; broadline retail; distributors; food products; and household products.

Exhibit 21: Number of companies to receives downgrades/upgrades to CY23e profit in Q423
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As we saw in the UK section, the momentum in the net balance of downgrades to 
upgrades (-69) deteriorated as the year progressed, having been on an improving trend 
through the earlier part of the year.

Exhibit 22: Quarterly progression in downgrades/upgrades to CY23e profit

Source: Refinitiv, Edison Investment Research

Outlook for CY24 and subsector valuations
As at 15 February 2024, consensus was expecting overall year-on-year revenue and profit 
growth of 3% and 4%, respectively, for the Continental European consumer sectors in 
CY24. This follows on from expected growth of 7% and 9%, respectively, in CY23. While 
similar rates of revenue growth were expected for the staples and discretionary sectors, 
the latter was expected to generate more significant profit growth in CY24 of 7% y-o-y 
versus 2% y-o-y for staples.

Below we drill down to the subsectors to look at their expected growth rates and profit 
margins in 2024, and how their valuations at 15 February 2024 compared to their own 
historical average multiples from 2006–23.

The overall growth rates included expected revenue declines for two subsectors 
(homebuilding and household products), but profit declines for slightly more (four) 
subsectors (automobile manufacturers, food distributors, homebuilding and tobacco).

The majority (ie 27) of the 37 subsectors were valued at a discount to their long-term 
EV/sales multiples, and the majority had expected profit margins within their historical 
ranges.
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Exhibit 23: Continental Europe subsector growth estimates, valuations and profitability

Source: Refinitiv, Edison Investment Research. Note: Data and price at 15 February 2024.
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Continental European consumer company 
valuation opportunities
Consensus is optimistic that CY24 will be a better year for the majority of the Continental 
European consumer companies, with higher expected profit than CY23 for almost 90% of 
the companies. 

Exhibit 24: Number of companies with lower/higher CY24e profit than CY23e

Source: Refinitiv, Edison Investment Research. Note: Data at 15 February 2024.

In Exhibit 25 we show the 100 Continental European consumer companies that were 
trading at the greatest discounts to their long-term average multiples, in descending order 
of the discount, at 15 February 2024. We also show year-on-year consensus revenue 
and profit growth estimates for CY24, and how the expected margins and prospective 
CY24 multiples compare to their long-term history. We only include companies for which 
consensus was forecasting positive free cash flow in CY23 and CY24 on a combined 
basis.
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Exhibit 25: Continental Europe valuation screen

Cont.
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Exhibit 25: Continental Europe valuation screen cont.

Source: Refinitiv, Edison Investment Research
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There was a similar pattern of performance in North America as seen in Continental 
Europe: good absolute performance (9%) but underperformance versus the market (11%) 
return. The overall underperformance masks a better performance by the discretionary 
sectors, which matched the market in Q423, and the relatively poor performance (4%) 
by the staples sectors. Directionally, the performance of the sectors contrasted with the 
net downgrades to consensus profit estimates of 1% in the period, only five of the 16 
sectors enjoyed upgrades to consensus CY23 profit estimates in Q423. From a profit 
expectations perspective, the broadline retail sector fared best with upgrades of 9%, 
while the automobiles sector fared worst with downgrades of 15%. 

Exhibit 26: North American sector performance versus consensus CY23e profits in Q423

Source: Refinitiv, Edison Investment Research

For the year as a whole, the consumer sectors returned 21% versus 24% by the market. 
The discretionary sectors significantly outperformed with a 36% positive return, but 
the staples significantly underperformed with a decline of 1%. The strong performance 
by the discretionary sectors was despite marginal (ie less than 1%) net downgrades to 
profit estimates during the year. The household products, beverages and tobacco sectors 
appear to have been unfairly treated with negative returns despite upgrades to profit 
estimates through 2023. 

-20% -15% -10% -5% 0% 5% 10% 15% 20% 25% 30%

Leisure products (D)
Automobiles (D)
Distributors (D)

Tobacco (S)
Food products (S)

Auto components (D)
Household products (S)

Beverages (S)
NORTH AMERICAN STAPLES SECTORS

Personal products (S)
Consumer staples distribution & retail (S)

NORTH AMERICAN CONSUMER SECTORS
Hotels, restaurants & leisure (D)

NORTH AMERICAN MARKET
NORTH AMERICAN DISCRETIONARY SECTORS

Specialty retail (D)
Diversified consumer services (D)

Textiles, apparel & luxury goods (D)
Broadline retail (D)

Household durables (D)

Market value change in Q423 CY23e profit change in Q423



Edison themes
Page 29 

February 2024ConsumerWatch

Exhibit 27: North American sector performance versus consensus CY23e profits in CY23

Source: Refinitiv, Edison Investment Research

At the individual company level, Q423 was challenging from an upgrade/downgrade 
perspective as there were more downgrades (344) than upgrades (269) to consensus 
CY23 profit estimates (ie more than 55% of changes to consensus estimates were 
downgrades). The sectors with a positive net balance of upgrades to downgrades in 
Q423 were beverages; broadline retail; diversified consumer services; consumer staples 
distribution and retail; and personal products. The sectors that were more affected by 
downgrades than upgrades were specialty retail; textiles, apparel and luxury goods; 
leisure products; and hotels, restaurants and leisure. 

Exhibit 28: Number of companies to receives downgrades/upgrades to CY23e profit in Q423

Source: Refinitiv, Edison Investment Research
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Through the year there was a similar trend in the ratio of net upgrades to downgrades to 
consensus CY23 profit estimates to that seen in the UK and Continental Europe, ie there 
was an increasing number of downgrades to individual company’s CY23 profit estimates 
relative to upgrades towards the end of the year, after an improving, though still net 
negative, start to the year.

Exhibit 29: Quarterly progression in downgrades/upgrades to CY23e profit

Source: Refinitiv, Edison Investment Research

Outlook for CY24 and subsector valuations
At 15 February 2024, consensus was forecasting overall year-on-year revenue growth of 
5% and profit growth of 13% in CY24 for the North American consumer sectors, which 
are broadly similar to the expected growth rates for CY23 of 4% and 13%, respectively. 
These estimates include higher year-on-year revenue and profit growth forecasts for the 
discretionary sectors of 7% and 17%, versus 3% and 8%, respectively, for the staples 
sectors.

At the subsector level, year-on-year revenue declines were expected for seven subsectors 
and profit declines for just three subsectors: motorcycle manufacturers; drug retail; and 
home improvement retail. Relative to the UK and Europe, fewer (ie 16 of the 39 listed) 
subsectors were trading at a discount to their long-term average EV/sales multiples on 15 
February 2024.
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Exhibit 30: North American subsector growth estimates, valuations and profitability

Source: Refinitiv, Edison Investment Research
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North American consumer company valuation 
opportunities
A good year is forecast for the majority of the North American consumer companies. 

Exhibit 31: Number of companies with lower/higher CY24e profit than CY23e

Source: Refinitiv, Edison Investment Research. Note: Data at 15 February 2024

In Exhibit 32 we show the 100 North American consumer companies that were trading 
at the greatest discounts to their long-term average multiples, in descending order of 
the discount, as at 15 February 2024. We also show year-on-year consensus revenue 
and profit growth estimates for CY24, and how the expected margins and prospective 
CY24 multiples compare to their long-term history. We only include companies for which 
consensus was forecasting positive free cash flow in CY23 and CY24 on a combined basis.
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Exhibit 32: North American valuation screen

Cont.
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Exhibit 32: North American valuation screen cont.

Source: Refinitiv, Edison Investment Research.
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General disclaimer and copyright 
This report has been prepared and issued by Edison. Edison Investment Research standard fees are £60,000 pa for the production and broad dissemination of a 
detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for 
the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, 
options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however 
we do not guarantee the accuracy or completeness of this report and have not sought for this information to be independently verified. Opinions contained in this 
report represent those of the research department of Edison at the time of publication. Forward-looking information or statements in this report contain information 
that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties 
and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or 
expenses incurred or suffered by you arising out or in connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided 
by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The 
securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment 
business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and 
contractors of Edison may have a position in any or related securities mentioned in this report, subject to Edison’s policies on personal dealing and conflicts of interest.

Copyright: Copyright 2024 Edison Investment Research Limited (Edison). 

Australia
Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown 
Wealth Group Pty Ltd who holds an Australian Financial Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is 
intended only for “wholesale clients” within the meaning of the Corporations Act 2001 of Australia. Any advice given by Edison AU is general advice only and does not 
take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having regard 
to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any 
relevant Product Disclosure Statement or like instrument. 

New Zealand 
The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) 
and habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). 
This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this document. For the purpose of the FAA, 
the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to 
the extent that it contains any financial advice, is intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account 
the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision.

United Kingdom
This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal 
requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment 
research. 

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, 
i.e. investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the 
“FPO”) (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 of the FPO and (iii) persons to whom it is otherwise 
lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be 
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely 
on or act upon the contents of this document. 

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any 
other person.

United States 
The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an 
investment adviser with the Securities and Exchange Commission. Edison relies upon the “publishers’ exclusion” from the definition of investment adviser under 
Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide publication of general and regular 
circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As 
such, Edison does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report 
constitutes a recommendation to buy, sell or hold that or any security, or that any particular security, portfolio of securities, transaction or investment strategy is 
suitable for any specific person.
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London, WC1R 4PS
United Kingdom
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