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A relatively stable macroeconomic environment and 
modest cuts to interest rates appear to have stimulated 
investor interest in the sector, with outperformance 
versus the UK market in Q324 for the first time this 
year and continued outperformance versus the North 
American market. There was an element of looking 
towards better times as overall profit estimates continued 
to decline in the quarter. Indeed, we hear plenty of 
companies talking about economic indicators that 
point to better trading ahead, even if current trading 
remains subdued. We were a little disappointed to see 
the reversion to more downgrades than upgrades at the 
individual company level in Q324. The current quarter 
is an important time for many companies from a trading 
perspective. It also includes two significant upcoming 
events, which appear to have recently negatively affected 
consumer confidence in the UK and US: the first budget 
from the Labour government in the UK at the end of 
October and the US presidential election at the start of 
November. It is going to be an interesting quarter.
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A better quarter for performance
The sector caught the eye of investors in Q324, with the UK notching up its first 
quarter of outperformance this year and the North American sector continuing its 
outperformance from the prior quarter. A general easing of inflation and reductions in 
interest rates by central banks have certainly been helpful. Recent upgrades for economic 
growth by the International Monetary Fund (IMF) and the Bank of England (BoE) point 
to a more favourable backdrop in the UK, and the consumer-facing sectors should be 
set to benefit from a projected increase in household consumption. This should come as 
a huge relief to the companies given that household spend has been diverted towards 
essential purchases in recent years. The US backdrop remains relatively robust but 
consumer confidence has been more volatile and weaker than in the UK and Europe. This 
is probably due to concerns about jobs and inflation and helped by uncertainties around 
the impending election.

Discretionary sectors driving profit growth
There was not much respite for consensus profit expectations for the consumer sector 
in Q324 as the downward trend from the prior two quarters continued. Perhaps the 
most disappointing aspect of the quarter from an earnings perspective was the change in 
momentum back towards more downgrades to profit estimates for individual companies 
than upgrades. We had become quite excited by the reverse trend in our prior note, but 
alas, no. The main issue appears to be the top-line or revenue as the estimated growth 
rates for these, in aggregate, have declined at a greater rate than the accompanying 
downgrades to profit forecasts. Naturally, with low overall economic growth, there are 
plenty of winners and losers. Across the three regions we look at, the discretionary 
sectors are predicted to lead the profit growth. Many are forecast to generate double-
digit profit growth.   

Valuation opportunities everywhere 
Our valuation screen finds many companies that appear attractively valued on a relative 
basis when comparing expected levels of profitability across the sector in the individual 
regions. A good number are enjoying good momentum in profit estimates, which should 
be helpful for future performance.
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Overview
Global growth forecasts stable but ‘underwhelming’
There were mixed fortunes for the different geographies in the IMF’s updated World 
Economic Outlook released in October but no significant changes to overall global growth 
estimates (forecast at 3.2% for both 2024 and 2025). On the plus side, 2024 growth 
estimates were increased for the US (to 2.8% from 2.6% in July 2024) and there was a 
significant jump for the UK (to 1.1% from 0.7%). These have been the key sources of good 
news this year, with cumulative upgrades of 0.7% and 0.5%, respectively. On the negative 
side, there were relatively minor downgrades to 2024 growth estimates for the Euro 
Area (to 0.8% from 0.9% in July 2024) and emerging or developing economies (to 4.2% 
from 4.3%). All the changes flowed through to upgrades or downgrades for the individual 
geographies in 2025, apart from the UK where growth estimates were unchanged at 
1.5%, although this is higher than its expected 2024 growth. The growth estimates 
remain, to quote the IMF, ‘underwhelming’ versus historical levels of growth but not bad 
given where we have come from.

The upgrade for the UK was consistent with the most recent quarterly update by the 
BoE (although it was last updated in August 2024). With the upcoming Budget at the 
end of October, the Office for Budget Responsibility will opine on what we can expect in 
the next couple of years. In the August report, the BoE continued to upgrade its growth 
forecasts for UK GDP, household consumption and real post-tax labour income for 
2024, 2025 and 2026. The upgrades for each of these measures began at various stages 
since the November 2023 update. The BoE is expecting greater growth in household 
consumption in 2025 (1.5%) than 2024 (0.5%), which should be helpful for the outlook 
of the consumer-facing sectors. This is helped by an expected slight dip in the household 
saving ratio to 11.25% in 2025, from 11.75% in 2024, despite a forecast dip in projected 
GDP growth to 1% from 1.25% and real post-tax labour income to 1.5% from 3.5%. So, 
the UK looks like an increasingly better place to be, if not terribly exciting.

Exhibit 1: Bank of England forecasts for 2024	     Exhibit 2: Bank of England forecasts for 2025

Source: Bank of England Monetary Policy Report,	        Source: Bank of England Monetary Policy Report, 
August 2024					         August 2024
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Consumer confidence, mixed and choppy
Consumer confidence has been a bit more variable in recent months. There was a large 
dip in the overall UK consumer confidence indicator in September 2024, which came as 
a bit of a blow as it was only the second month-on-month decline of 2024, followed by a 
slight dip again in October. The size of the correction was so large that it took the overall 
indicator back towards levels last seen at the start of the year. Looking at the individual 
indicators, there were large drops for the ‘climate for major purchases’, ‘general economic 
situation next 12 months’ and ‘personal financial situation next 12 months’ indicators, 
the latter moving into negative territory for the first time in 2024. Despite the generally 
more buoyant mood elsewhere, due to inflation declining, potentially lower interest rates 
and more favourable signs in the housing market, the decline was attributed to concerns 
about the upcoming Budget.

Exhibit 3: GfK UK consumer confidence

Source: LSEG Data & Analytics				         Source: LSEG Data & Analytics

Source: LSEG Data & Analytics

In contrast to the UK, consumer confidence in the Euro Area has been on a broadly 
improving trend through the summer, continuing its prior recovery. However, there was 
some weakness in one of the constituent indices, the ‘major purchase next 12 months’ 
indicator, in the most recent two months, August and September 2024. Conversely, 
consumer confidence in the US saw a similar deterioration in September 2024 as the UK 
but this was the fifth month-on-month decline this year, so has been a bit more variable 
than the UK’s mainly improving trend through 2024. 

Exhibit 4: Euro Area consumer confidence 	       Exhibit 5: US consumer confidence 
(European Commission) 				          (The Conference Board)
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Focus on the UK consumer
Prior to looking at more recent trends in retail sales, we look at how UK household 
consumption has changed over recent years. The challenges faced by the UK consumer 
sector are evident in the fact that total domestic household consumption in Q224 
without any inflation was only marginally above that of Q219, which has naturally placed 
strains on the companies. It was significantly higher (ie 22%) when inflation is included 
but so were the companies’ costs.

With limited underlying growth, the strains on the subsectors can be seen by looking 
at how the various items of household consumption have evolved from Q219 through 
Q224. The main observation is that households have had to commit a greater proportion 
of their consumption towards housing, food and drink and ‘miscellaneous’ (which includes 
items such as financial services and personal care) at the expense of transport, clothing 
and footwear, and furnishings, household equipment and routine maintenance. If the 
forecast growth in the UK economy and consumer spend comes through, these down-
trodden areas of spend could spring back to life.

Exhibit 6: UK household consumption

Source: Office for National Statistics

Moving on to more recent trends, the UK’s Office for National Statistics reported good 
seasonally adjusted retail sales (excluding auto fuel) growth of 3.6% for September 2024. 
Although September did not represent the strongest year-on-year growth rate of 2024, 
the two-year growth rate, which adjusts for the monthly swings in the comparatives from 
2023, was as strong as it has been at any time in 2024, which is very encouraging. As 
inflation has eased since the start of 2023, volume growth has improved slowly to take up 
the strain. Pretty dismal weather in the early summer likely did not help and the spate of 
riots temporarily affected footfall on some high streets.
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Exhibit 7: UK retail sales volume			    Exhibit 8: UK retail sales inflation  
seasonally adjusted 				      seasonally adjusted

Source: Office for National Statistics

Some retailers will be happy that overall retail sales volume growth was positive in every 
month of Q324 as this was the first time this has happened since Q122 when growth 
rates were skewed by the COVID-19 pandemic. However, not all categories benefited; 
volumes declined for ‘predominantly food stores’ in a couple of the months in Q324. To 
demonstrate how challenging the last few years have been for the retailers, in volume 
terms September 2024’s sales remain about 1% below September 2019’s level and 7% 
below September 2020’s level.

More positive news for consumers came with September 2024 showing the first overall 
negative number for inflation in retail since February 2021. While there was inflation for 
‘predominantly food stores’, there was deflation for ‘non-food stores’ and ‘non-stores’. 
As consumers are painfully aware, inflation has provided a good boost for retail sales, as 
shown by September 2024’s retail sales being 21% higher than those of September 2019. 

In recent company results calls, companies that are exposed to spending on home-related 
items have indicated that they are more encouraged about the outlook based on an 
improvement in several indicators, even if current trading remains lacklustre.

Monthly mortgage approvals (Exhibit 9) have been trending upwards, with year-on-year 
increases for 10 consecutive months, to 64.9k in August 2024 versus 45.2k in August 
2023. However, they remain well below the long-term (since October 1986) monthly 
average of 81.5k and the August average of 78.5k. The number of property transactions 
(Exhibit 10) have also shown good year-on-year growth in four of the last five months, 
following declines that stretched back to December 2022. Again, at 90.2k in August 
2024, they remain below the August average (since 2005) of 95.5k.
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Exhibit 9: UK house mortgage approvals	 Exhibit 10: UK residential property transactions

Source: Bank of England				      Source: HM Customs and Excise

For the homeowner, these have translated through to year-on-year increases in average 
house prices in eight of the nine months of 2024 and increases in recent months that are 
above the headline rate of inflation.

Exhibit 11: Nationwide average house price (£)
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Consumer sector performance and trends in 
estimates in Q324
In the following sections of the report, we look at what happened to the share prices and 
consensus CY24 profit (operating profit) estimates for the UK, Continental European and 
North American consumer sectors in Q324. We generalise a little below as we talk about 
the overall consumer sector. Many companies and subsectors are performing nicely but 
many are still finding life a challenge or underwhelming.

There were several bright spots from a performance perspective in Q324. Notably, it 
was the first quarterly outperformance by the UK consumer sector and the second 
consecutive quarterly outperformance by the North American consumer sector. The 
Continental European sector had a tougher time, continuing its underperformance from 
Q124 and Q224.  
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The trend in consensus CY24 profit estimates in Q324 was unhelpful for all three regions. 
Following downgrades to estimates for the UK and European sectors in Q124 and Q224, 
there were further downgrades in Q324. Frustratingly, there was a move back to net 
downgrades for the North American sector, following a swing to net upgrades in Q224. 

At the subsector level, trends were underwhelming everywhere. In the UK and Europe, 
only five of the 16 subsectors enjoyed net upgrades to consensus estimates in Q324. 
The trends were even more disappointing for North America as estimates for only two 
subsectors were upgraded.

In our previous report, we highlighted more encouraging trends for consensus CY24 profit 
estimates than previously for the individual companies, with more upgrades and fewer 
downgrades in all three regions. However, this reversed in Q324 for all three regions 
(Exhibits 16, 22 and 28). This is a little frustrating. In Q224, the UK and European sectors 
saw their first improvement in the net number of individual upgrades to downgrades since 
Q223, while it was the second consecutive quarter of improving trends for the North 
American sector. Exhibit 12 brings together the figures for the three regions to give an 
overall picture of there being fewer upgrades and more downgrades to consensus CY24 
profit estimates in Q324. This likely reflects the reappraisal of full-year expectations as 
the analysts went through the halfway point of the year and saw what was needed to 
keep estimates for the year where they were. We note there was a similar trend in 2023 
of relative improvement from Q1 to Q2 and deterioration from Q2 to Q3. 

Exhibit 12: Quarterly trends in upgrades/downgrades to CY24e profit

Source: LSEG Data & Analytics, Edison Investment Research

Consensus expectations for CY24
Following the downgrades to profit estimates, at the end of Q324 consensus was 
forecasting better profit growth in CY24 for the North American sector (14%) than the UK 
(4%) and Continental Europe (-10%) sectors in local currency terms. The projected decline 
for Continental Europe is driven by a significant expected 30% fall for automobiles, which 
is a large subsector at 30% of the total profit pool. The underlying picture for Europe 
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is healthier when we strip out the automobile sector, with forecast revenue and profit 
growth of 3% and 5%, respectively.

Exhibit 13: Consensus growth for CY24e and CY25e

Source: LSEG Data & Analytics, Edison Investment Research

For the UK, consensus forecasts no revenue growth in CY24 versus the 3% expected 
growth in our report at the start of the year. For the record, estimated profit growth at the 
time was 5% versus the current forecast of 4%.

The discretionary sectors are driving the expected profit growth in all regions. In the 
UK, the most significant contribution to expected growth is from hotels, restaurants 
and leisure, but almost three-quarters of the subsectors are expected to grow profit 
in CY24. In Europe, double-digit profit growth is forecast for hotels, restaurants and 
leisure; consumer staples distribution and retail; specialty retail; household durables; 
and broadline retail. In North America, broadline retail; hotels, restaurants and leisure; 
automobiles; auto components; diversified consumer services; and personal products are 
all expected to generate double-digit profit growth in CY24. 

Valuation opportunities in the consumer sector
For the three regions, we screen for valuation opportunities in the sector. In our July 2024 
report we introduced a screen that compares prospective EV/sales multiples (including 
lease liabilities) with operating margins. We work on the assumption that a higher 
level of profitability would justify a higher valuation (all other things being equal), while 
recognising that different industries have different investment requirements, growth 
rates etc. We also recognise that, for many companies, current expectations for operating 
margin are at or towards cyclical lows and, therefore, understate the potential valuation 
multiples using the regression analysis. For the UK companies, we continue to find a 
reasonably good correlation between the two data points, with an R-squared for the line 
of best fit of 0.73 (Exhibit 18) versus Continental Europe’s 0.41 (Exhibit 24) and North 
America’s 0.4 (Exhibit 30). Having identified the line of best fit for each of the regions, we 
highlight the companies that were valued below their implied valuations for each region: 
UK (Exhibit 19), Europe (Exhibit 25) and North America (Exhibit 31).
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Throughout the report we use sector (ie industry) classifications as defined by the MSCI 
Global Industry Classification Standard and in our charts the discretionary subsectors are 
labelled D and the staples sectors are labelled S.

We create the industry aggregations bottom-up by summing the data for the individual 
companies in the sectors. The quoted changes in market values and growth rates for 
estimates are on a like-for-like basis, meaning we only include data for a company if there 
are data for both the base and current period. The source of our data is LSEG Data & 
Analytics (formerly Refinitiv), and so we are dependent on the completeness (LSEG Data 
& Analytics 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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There was a lot of enthusiasm for the UK consumer sector in Q324 as most (11 of the 16) 
sectors outperformed the market. This was the first quarter of outperformance in 2024, 
suggesting that investors started to buy into the improving outlook. The outperformance 
came despite net downgrades to consensus CY24 profit estimates of c 1%, continuing 
the downgrades seen in Q124 and Q224. Only five of the 16 subsectors enjoyed net 
upgrades to consensus estimates and, for some subsectors, the downgrades to estimates 
were severe. For example, auto components and textiles, apparel and luxury goods were 
downgraded by more than 10%. The downgrades to profit estimates were lower than the 
c 2% reduction in revenue estimates, suggesting better profitability and/or mix benefits to 
the total profit pool.

Exhibit 14: UK subsector performance versus consensus CY24e profit in Q324

Source: LSEG Data & Analytics, Edison Investment Research

To get better insight into the overall health of the sector and eliminate any skewing of 
estimates changes for the major companies, we look at the number of companies that 
received upgrades and downgrades to consensus CY24 profit estimates in the period to 
derive the net number of upgrades (positive) or downgrades (negative). There is a clear 
pattern of more downgrades than upgrades in Q324. Subsectors that fared better include 
consumer staples distribution and retail and food products, while the opposite was true 
for hotels, restaurants and leisure and household durables. 

Exhibit 15: Number of companies to receive downgrades/upgrades to CY24e profit in Q324 

Source: LSEG Data & Analytics, Edison Investment Research
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While the number of UK companies to receive downgrades to consensus CY24 
profit estimates in Q324 was the same as in Q224, fewer companies benefited from 
upgrades. As a result, the first signs of an improving trend in the net ratio of upgrades to 
downgrades that we saw in Q224 reversed in Q324. 

Exhibit 16: Quarterly progression in upgrades/downgrades to CY24e profit

Source: LSEG Data & Analytics, Edison Investment Research

Growth expectations
The net downgrades to consensus CY24 profit estimates in Q324 follow downgrades to 
profit estimates in Q124 and Q224. Therefore, at the end of September 2024, consensus 
was expecting limited revenue growth in CY24 and profit growth of 4%. These are on a 
like-for-like basis as we only include the companies for which LSEG Data & Analytics has 
reported figures for FY23 and estimates for FY24. 

In Exhibit 17 we show the consensus revenue and profit growth expectations for the 
subsectors and their relative contributions to the overall growth in the profit pool, in 
descending order of the latter. Naturally, there is a wide disparity in expectations for 
the individual subsectors, with profit growth of 68% for auto components and a fall 
of 44% for textiles, apparel and luxury goods. The overall growth in the total profit 
pool is expected to come from the discretionary subsectors, with the most significant 
contribution from hotels, restaurants and leisure. From a revenue perspective, more 
(nine of 16) subsectors are forecast to see lower revenue in CY24 versus CY23 than are 
expected to generate revenue growth. However, consensus is more optimistic about the 
prospects for profit as 11 subsectors are forecast to report growth in CY24. The strength 
of sterling is likely to be unhelpful for the exporters on the revenue side but helpful for 
the importers on the cost side.
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Exhibit 17: UK consumer subsectors CY24e growth

Source: LSEG Data & Analytics, Edison Investment Research 

UK consumer valuation opportunities
In our July 2024 report, we introduced a new screen to identify potential valuation 
opportunities. We found a higher correlation (R-squared of 0.73) between prospective 
EV/sales multiples (including leases) and operating margin for the individual companies 
than between prospective EV/sales multiples (including leases) and gross margins 
(R-squared of 0.23). We recognise that, for many companies, current expectations for 
operating margin are at or towards cyclical lows and, therefore, understate the potential 
valuation multiples using the regression analysis. For the record, the R-squared figures 
for the two correlations as at the end of September 2024 were similar at 0.73 and 0.26, 
respectively.

Exhibit 18: Correlation of CY24e EV/sales and operating margin

Source: LSEG Data & Analytics, Edison Investment Research
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In Exhibit 19 we show the UK-listed consumer companies that were trading at a discount 
relative to their implied valuations using the lines of best fit for both regression analyses 
at the end of September 2024. We also show how their consensus CY24 profit estimates 
changed during Q324. The data are sorted in ascending order of prospective EV/sales 
multiples and we exclude companies with a market capitalisation of less than £20m. 

The above regression analyses would suggest we place greater emphasis on the 
companies that look attractively valued versus operating margin than gross margin. 
Therefore, in Exhibit 19, we have bolded the 27 companies that are attractively valued 
using EV/sales and operating margin, and had positive momentum in their CY24 profit 
estimates during the period.

Exhibit 19: UK valuation screen

Cont.
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Exhibit 19: UK valuation screen cont.

Cont.
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Exhibit 19: UK valuation screen cont.

Source: LSEG Data & Analytics, Edison Investment Research



Edison themes
Page 19 

October 2024ConsumerWatch

Edison themes
Page 19 

Continental 
Europe

October 2024ConsumerWatch



Edison themes
Page 20 

October 2024ConsumerWatch

The Continental European consumer sector was broadly flat over Q324 and 
underperformed the market return of 2% as further downgrades to consensus CY24 
profit estimates of 8% weighed on performance. The large discretionary subsectors 
(automobiles, textiles, apparel and luxury goods, and leisure products) all saw significant 
downgrades. It was not all doom and gloom as half of the subsectors outperformed, 
despite only five of the 16 subsectors benefiting from upgrades to profit estimates. 
Most of the subsectors that enjoyed upgrades, excluding distributors, outperformed the 
benchmark. 

Exhibit 20: Continental Europe subsector performance versus consensus CY24e profit in Q324

Source: LSEG Data & Analytics, Edison Investment Research

There was a clear picture of more companies receiving downgrades to CY24 profit 
estimates than upgrades during Q324.

Exhibit 21: Number of companies to receive downgrades/upgrades to CY24e profit in Q324

Source: LSEG Data & Analytics, Edison Investment Research
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There were fewer upgrades and more downgrades to consensus CY24 profit estimates 
in Q324 than Q224 for the European consumer companies. As we saw with the UK 
companies, this reversed the improving trend in the ratio of upgrades to downgrades, a 
very similar reversal to that experienced from Q223 into Q323.

Exhibit 22: Quarterly progression in upgrades/downgrades to CY24e profit

Source: LSEG Data & Analytics, Edison Investment Research

Automobiles sector decline masks better growth 
elsewhere
Following the downgrades to CY24 profit and revenue estimates in Q324, at the end 
of September 2024 consensus was forecasting growth in revenue of 1% and a decline 
in profit of 10% for the year. This follows downgrades to profit estimates in Q124 and 
Q224. The overall expected decline in profit is driven by the significant (more than 
30%) forecast decline in profit by automobiles, which is significant as it represents 30% 
of the total profit pool. The underlying picture is healthier when we strip this out with 
forecast revenue and profit growth 3% and 5%, respectively, for the rest of the sectors. 
Notably, consensus is forecasting a strong year of profit growth for broadline retail, hotels, 
restaurants and leisure, consumer staples distribution and retail and specialty retail.  

Exhibit 23: Continental European consumer subsectors growth CY24e
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Continental European consumer valuation 
opportunities
In our July 2024 report, we found a similar lower correlation between prospective EV/
sales and gross margin (R-squared of 0.14) than for EV/sales and operating margin 
(R-squared of 0.42), and for the same regression analyses for the UK companies. LSEG 
Data & Analytics’ data are less comprehensive for the European companies. At the end of 
September 2024, there was a very similar level of correlation for the regression analysis 
using an operating margin of 0.41.

Exhibit 24: Correlation of CY24e EV/sales and operating margin

Source: LSEG Data & Analytics, Edison Investment Research

In Exhibit 25 we show the 100 European companies that, at the end of September 2024, 
were trading at the greatest discount to their implied multiples from the regression 
analysis using prospective EV/sales and operating margin. The 31 companies that also 
had positive momentum in their consensus CY24 profit estimates in Q324, as well as an 
attractive relative valuation, are highlighted with bold text. 

Exhibit 25: Continental Europe valuation screen
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Exhibit 25: Continental Europe valuation screen cont.

Cont.
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Exhibit 25: Continental Europe valuation screen cont.

Source: LSEG Data & Analytics, Edison Investment Research
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The North America consumer sector performed well in Q324, with 11 of the 16 
subsectors outperforming the market return of c 6%, making it the second consecutive 
quarter of outperformance. This outperformance came despite downgrades to consensus 
CY24 profit estimates of c 1%. The downgrades follow a more positive trend in Q224 and 
very marginal downgrades of -0.2% in Q124. Upgrades to profit estimates were few and 
far between in Q324, with only two subsectors enjoying net upgrades of c 1%: broadline 
retail and household durables.  

Exhibit 26: North American subsector performance versus consensus CY24e profit in Q324 

Source: LSEG Data & Analytics, Edison Investment Research

Similar to the UK and Europe, it is clear that more companies saw downgrades than 
upgrades to their consensus CY24 profit estimates in Q324.

Exhibit 27: Number of companies to receive downgrades/upgrades to CY24e profit in Q324 

Source: LSEG Data & Analytics, Edison Investment Research
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As we saw for the UK and European sectors, fewer companies enjoyed upgrades to 
consensus CY24 profit estimates in Q324 than Q224 and more companies suffered 
downgrades.

Exhibit 28: Quarterly progression in upgrades/downgrades to CY24e profit

Source: LSEG Data & Analytics, Edison Investment Research

Strongest growth forecast of the regions
At the end of September 2024, consensus was forecasting revenue and profit growth of 
4% and 14%, respectively, for the consumer sector in CY24. These are, by far, the greatest 
rates of forecast growth of the three regions covered in this report. The improvements are 
broad-based, with 11 of the 16 subsectors forecast to grow revenue and 13 subsectors 
forecast to grow profit in CY24. Only three subsectors are expected to report a decline 
in profit in CY24: textiles, apparel and luxury goods; distributors; and leisure products. 
The discretionary subsectors are providing most of the expected growth, with significant 
contributions from broadline retail and hotels, restaurants and leisure. Strong profit growth 
is also forecast for automobiles, auto components and diversified consumer services.

Exhibit 29: North American consumer subsectors growth CY24e
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North America valuation opportunities
At the end of September 2024, there was a lower correlation (R-squared of 0.4) for 
the North American-listed companies in the regression analysis of prospective EV/
sales (including leases) multiples and operating margin than we found for the UK-listed 
companies. This is consistent with the data at the end of June.

Exhibit 30: Correlation of CY24e EV/sales and operating margin

Source: LSEG Data & Analytics, Edison Investment Research

Exhibit 31 shows the 100 companies that were trading at the greatest discount to their 
implied valuation, using the above line of best fit at the end of September 2024. Just 
under half of the companies enjoyed upgrades to consensus CY24 profit estimates in 
Q324 and those companies are highlighted with bold text in the table.

Exhibit 31: North American valuation screen
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Exhibit 31: North American valuation screen cont.

Cont.
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Exhibit 31: North American valuation screen cont.

Source: LSEG Data & Analytics, Edison Investment Research
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General disclaimer and copyright 
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