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EQUITY REVIEW 
10/15/20 

OVERVIEW  

KDP: NASDAQ 

  Currently trading at a price of $29.83 and within a 52-week range of $18.98-32.00.KDP has 

a market cap of 41.98B and a forward P/E of 19.2 and a trailing P/E of 36.4. With a 2.0% 

dividend yield and a beta of .70. 

 

Company Overview 

  Keurig Dr. Pepper is a company formed by the merger of Keurig Green Mountain and the 

Dr Pepper Snapple Group in an $18.7 billion deal finalized in July 2018. They produce and 

distribute non-alcoholic beverages and related household appliances, mainly Keurig coffee 

systems. Their products are sold across a wide range of major retailers with two of the 

major ones being Costco and Walmart and their portfolio consists of more than 125 owned 

licensed and partner brands. Not limited to, but including Starbucks, Dunkin Donuts, Lipton, 

Maxwell, Snapple, Peets, Caribou and many other partners and brands. 
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Investment Thesis 

 Keurig Dr. Pepper is a major leader in the non-alcoholic beverage industry even against 

colossal competitors like Pepsi and Coke. KDP especially has a strong hold over different 

niches within the market, primarily that of their K-cups. Used in their single cup coffee 

systems, they produce and manufacture them in house for themselves, but also in 

partnerships with competitors and other brands. This gives them a strong positioning and 

coverage of the coffee market for individual users and with all the changes in the retail 

space they have been able to take advantage of this. A shift in consumer trends has 

bolstered their already established ecommerce strength and they exist in a naturally 

defensive segment. With the synergies and logistics starting to pay off from the merger 

they can continue to generate strong free cash flow and drive growth within the company.  

 

Growth Catalysts 

 ▪ Continued dominance in at home coffee categories driven by their K-Cup product 

lines and consumers not returning to retail coffee locations yet 

▪ Change in the listing to NASDAQ allowing them to tap into more growth and 

momentum from the index to increase trading volume and increase shareholder 

value 

▪ North American ground-coffee pod sales up 25% annually since 2010 which they 

can benefit across the board from thanks to their partnerships and patents 

▪ Management making a move to drive profit growth through product innovation as 

the merger settles in allow for new partnership and licensing deals along with 

growing in house distribution networks 

 

Risks 

 ▪ Strong competition in the beverage market not only from their major competitors, 

but also from conglomerates like Nestle 

▪ Large amounts of debt and low levels of liquid cash as a result of the merger 

▪ Consumer preference changes which could cause a drop in sales of certain brands 

within the coffee or other beverage segments and take away their standings 

▪ Any changes in licensing or partnerships they currently have with companies which 

could jeopardize revenue streams  

▪ Heavy exposure in soft drink segment to U.S on-premise sales 
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Comparable Companies Analysis 

 

 

Discounted Cash Flow Analysis                                     

  

 

 

Blended Price Target 


