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Quick Summary for 8-K

Procter & Gamble (PG) Valuation Synthesis and Target Price — June 2025

Business Overview

Procter & Gamble (PG) is a global leader in household and personal care products, operating across over 180
countries with a focus on branded goods such as fabric care, home care, baby care, and grooming. With a
broad market reach, deep brand equity, and superior scale, PG operates in the mature, stable Consumer
Defensive sector. The company’s growth has historically been driven by innovation, portfolio optimization,
operational efficiency, and geographic diversification.

Q1’26 Earnings Commentary

P&G; delivered another quarter of “steady but unspectacular” results for Q1'26, affirming its reputation for
resilience in mature markets. Quarterly revenue was $22.4B (annualized $89.6B), up 3.0% year over year,
while net income rose to $4.75B (+19.9% YoY) on an EPS of $1.95 (up 21% YoY). EBITDA for the quarter was
$6.617B (annualized $25.0B). The company achieved a solid free cash flow (FCF) margin of 18.8%.
Operationally, pricing and productivity offset input cost pressures, and the company maintained guidance of
1–5% sales and 3–9% EPS growth. Dividend growth and share buybacks remain at the core of capital
allocation. Margin pressures from reinvestment and input pricing remain, but overall, the company delivered
robust execution with low-single-digit top-line growth.
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Key Peer Multiples (ex outliers):

• EV/EBITDA (Peers): PG (15.32), CL (14.78), KMB (11.11). Mean (ex EL): (15.32 + 14.78 + 11.11)/3 =
13.74x

• OCF Yield (Peers): PG (4.47%), CL (4.85%), KMB (5.81%). Mean: 5.04%

• TTM Revenue Growth: PG leads the group at +0.29% (CL +0.06%, KMB –3.07%, EL –8.21%)

• TTM EBITDA Growth: PG +5.96% (KMB +6.19%, CL +0.34%, EL –92.54%)

Key Financial Metrics (PG, Q1’26 TTM & Annualized)

Metric Value

EBITDA $25.0B

EV/EBITDA 15.32x

Market Cap $370.9B

P/E 19.5

P/B 6.93

EV/Revenue 4.33x

FCF Yield 4.54%

OCF Yield 4.47%

Revenue Growth 3.0% YoY

EBITDA Growth 5.96%

Net Income $19.0B

Assets $127.6B



Metric Value

FCF Margin 18.8%

Debt/Equity 1.38

Shares Out. 2.344B

Cash $9.56B

LT Debt $25.0B

• Annualized EBITDA used: $25.0B (in line with current run-rate)

• OCF Yield calculation: OCF ($21.63B) / EV ($384.04B) = 5.63%

Discounted Cash Flow (DCF) Valuation Overview

• Revenue Growth: Flat at ~$84.3B; fits a mature, stable consumer defensive profile. This is reasonable
given PG’s long-term growth history (classification data: 1.86% estimated, 2.06% 5Y CAGR).

• FCF Margin: 18.07%, consistent with historical performance.

• Discount Rate: 6.8% (reflects PG’s low risk and sector cost of capital).

• Terminal Growth Rate: 4.3% (aligns with long-run dividend growth and real inflation).

• DCF Fair Value per Share: $168.75 (10.9% above current market price of $152.21)

• Sensitivity: The DCF fair value is within 15% of current price; no further adjustment required.

Valuation Analysis: DCF Versus Peer Multiples

Peer Multiples Approach:

• EV/EBITDA mean (ex-outlier): 13.74x; PG currently trades at 15.32x (premium to peers).

• Peer-Based EV/EBITDA Target Price: $135.44

• Peer OCF Yield Target Price: $150.91

• Current Price: $152.21

DCF Approach:



• Intrinsic Value (12Y cash flows, 4.3% terminal): $168.75/share.

Comparative Assessment:

• The comparables approach implies a fair value of $135–$151, with PG’s actual price at the upper end or
just above fair value relative to operational peers.

• The DCF method, using robust but conservative long-term assumptions, suggests slightly higher intrinsic
value at $168.75.

• Peer set: CL and KMB are highly relevant as direct consumer product competitors. All operate with slow
revenue growth (near zero or negative), but PG’s EBITDA growth of ~6% is slightly ahead of CL and KMB.

• OCF/FCF yields show that while PG is below KMB on cash yield, it matches or outperforms on quality
and scale, justifying some premium.

Qualitative Discussion

• PG’s premium multiples reflect its scale, brand strength, and consistently higher margins. However,
growth rates remain slow, and its free cash flow yield sits below what many investors require for mature
consumer defensives—suggesting current pricing already reflects a high-quality premium rather than
undervaluation.

• The DCF model’s assumptions are reasonable and in line with historic averages for this stage in the
sector cycle. The revenue growth, margin, and discount rate are all defendable for a "mature" blue chip.

• Macroeconomic risk is skewed to the downside, particularly with the introduction of new US tariffs (up to
20%) on key inputs and finished goods. These introduce potential cost and volume headwinds across
global supply chains, but PG’s scale and pricing power offer some insulation. However, margin
compression cannot be ruled out if tariffs persist or escalate.

Macro & Industry Commentary

The household and personal care sector remains a bastion of stability amid economic uncertainty. However,
persistent inflation, volatile input costs, and tariff-related disruptions (recent US tariffs on China, Canada,
Mexico up to 20%) introduce new risk to cost structure and volume assumptions. Consumer trade-down and
retailer pricing power could cap further margin expansion. While PG’s rivals (CL, KMB) face similar pressures,
sector-wide multiple compression is possible if macro stress lingers. Strong balance sheets, global reach, and
diversified portfolios will benefit players like PG, but don’t expect acceleration in growth without a shift in
consumer and trade dynamics.



THIS IS MY FINAL INTERPRETATION

• Given PG’s mature industry position, historically slow growth, strong margins, and modest but superior
profitability within its peer group, both the DCF and comparables approaches are appropriate. Peers
suggest current market pricing is at the upper bound of "fair," while the DCF points to ~10% upside.

• The DCF model is realistic: it assumes flat revenues (~1.8% CAGR in line with 3–5 year history), constant
margins, and a market-average discount rate—no heroics or stretch targets.

• Industry macro risks (tariffs, input inflation) are likely to weigh on margin expansion for all players, but
PG should weather these relatively well thanks to scale and pricing power.

• Weighing: A 60% weight to comparables and 40% to DCF reflects current market caution, the
likelihood of premium mean reversion, and macro risks outweighing blue-chip defensiveness.

Blended Target Price Calculation

comp_weight = 0.6 dcf_weight = 0.4 comp_target = 150.91 # Use the OCF Yield approach for comps, nearest
to market consensus dcf_target = 168.75

final_target = comp_weight * comp_target + dcf_weight * dcf_target

0.6*150.91 + 0.4*168.75 = 90.546 + 67.5 = 158.05

Formula Value

Final Target (0.6 × 150.91) + (0.4 × 168.75) = $158.05 per share

Justification: The final target price of $158.05 represents a balanced view, giving slight preference to
market-anchored multiples due to near-term risk and sector caution, but still giving credit for the intrinsic value
discipline of DCF. This is 3.8% above the current price ($152.21) — within a “HOLD” range, not enough
upside (under 15%) to warrant an upgrade. Wait for more attractive entry points or clearer evidence of
margin/growth upside.

Conclusion: > Final 12-month Target Price: $158.05. > Rating: HOLD. > Procter & Gamble is fairly to
slightly undervalued, justified for long-term, yield-oriented investors, but not compelling for new capital at
current prices given muted upside, sector-wide macro risks, and slow organic growth. Reassess if macro
environment improves or price dips below fair value band.

Key Earnings Information



Summary of the Earnings Report

Procter & Gamble Company (P&G;) reported its first-quarter results for fiscal year 2026, showing a 3% increase
in net sales to $22.4 billion due to strong execution within its integrated growth strategy. Organic sales rose by
2%, and diluted earnings per share increased by 21% to $1.95, supported by a previously higher level of
restructuring charges in the prior year. P&G; maintained its fiscal year guidance for sales and earnings per
share growth despite challenges in the consumer and geopolitical environment. The firm remains focused on
innovation, efficiency, and cash return to shareholders.

Key Financial Metrics and Ratios

Stock Price: $152.21

Display Value: Market Cap

# Number of Outstanding Shares Calculation

# Net Income (Quarterly) = $4.75 billion

# Diluted EPS = $1.95
weighted_diluted_shares_outstanding = 4750000000 / 1.95
market_cap = weighted_diluted_shares_outstanding * 152.21

Market Cap: $152.21 (price) x (estimated shares) = $151.44 billion (rounded).

Display Value: Enterprise Value

# Cash and equivalents and long term debt

| cash_and_equivalents = 11171 | # in millions |
| --- | --- |
| long_term_debt = 24315 | # in millions |

enterprise_value = market_cap - (cash_and_equivalents * 1e-3) + long_term_debt

Enterprise Value: $151.44 billion - $11.17 billion + $24.315 billion = $164.53 billion.

Display Value: Annual Revenue Estimate



annual_revenue_estimate = 22400 * 4  # Quarterly revenue multiplied by 4 for annual estimate

Annual Revenue Estimate: $88.4 billion.

Display Value: Free Cash Flow for Quarter

| operating_cash_flow_quarter = 5408 | # in millions |
| --- | --- |
| capital_expenditures_quarter = 1200 | # in millions |

free_cash_flow = operating_cash_flow_quarter - capital_expenditures_quarter

Free Cash Flow for Quarter: $4.208 billion.

Display Value: EV/EBITDA

| operating_income = 5856 | # in millions |
| --- | --- |
| depreciation = 761 | # Example value for quarterly |
| amortization = 0 | # Assuming no amortization is specified |

ebitda = operating_income + depreciation + amortization

# Annualizing EBITDA
annualized_ebitda = ebitda * 4
ev_ebitda = enterprise_value / annualized_ebitda

EV/EBITDA: $164.53 billion / ($6.617 billion) = 24.85.

Display Value: Price-to-Earnings (P/E) Ratio

pe_ratio = market_cap / (4750000000 * 4)  # Annualized net income

Price-to-Earnings (P/E) Ratio: 26.37.

Display Value: Price-to-Sales (P/S) Ratio



ps_ratio = market_cap / annual_revenue_estimate

Price-to-Sales (P/S) Ratio: 1.71.

Display Value: Price-to-Book (P/B) Ratio

# Assuming book value is provided, using a hypothetical value as needed
shareholders_equity = 53551  # in millions
pb_ratio = market_cap / (shareholders_equity * 1e-3)

Price-to-Book (P/B) Ratio: 2.83.

Display Value: Return on Equity (ROE)

roe = (4750000000 * 4) / (shareholders_equity * 1e-3)

Return on Equity (ROE): 35.46%.

Display Value: Free Cash Flow Yield

free_cash_flow_yield = free_cash_flow / market_cap

Free Cash Flow Yield: 0.0278 or 2.78%.

Display Value: Debt-to-Equity Ratio

total_liabilities = 74048  # in millions
debt_to_equity = total_liabilities / (shareholders_equity * 1e-3)

Debt-to-Equity Ratio: 1.38.

Display Value: Return on Assets (ROA)

total_assets = 127599  # in millions
roa = (4750000000 * 4) / (total_assets * 1e-3)



Return on Assets (ROA): 15.12%.

Display Value: Operating Margin

operating_margin = operating_income / 22400

Operating Margin: 26.2%.

Display Value: Gross Margin

gross_profit = 11499  # in millions
gross_margin = gross_profit / 22400

Gross Margin: 51.4%.

Display Value: Revenue Growth

previous_revenue = 21737  # previous year's revenue in millions
revenue_growth = (22400 - previous_revenue) / previous_revenue

Revenue Growth: 3.01%.

Display Value: Operating Income Growth

previous_operating_income = 5797  # previous year's operating income in millions
operating_income_growth = (operating_income / previous_operating_income) - 1

Operating Income Growth: 1.02%.

Display Value: Earnings Growth Rate

previous_eps = 1.61
earnings_growth_rate = ((1.95 - previous_eps) / previous_eps) * 100



Earnings Growth Rate: 21.0%.

Display Value: Net Income Growth

previous_net_income = 3987  # previous year's net income in millions
net_income_growth = (4750 - previous_net_income) / previous_net_income

Net Income Growth: 19.2%.

Display Value: Percentage Change in Assets, Liabilities, and Shareholders’ Equity

# Only quarterly data available
percentage_change_assets = (127599 - 125231) / 125231
percentage_change_liabilities = (74048 - 72946) / 72946
percentage_change_equity = (53551 - 52284) / 52284

Percentage Change in Assets: 1.89% Percentage Change in Liabilities: 1.49% Percentage Change in Equity:
2.56%

Display Value: Debt Coverage Ratio

debt_coverage_ratio = (operating_cash_flow_quarter * 4) / ((long_term_debt + capital_expenditures_quarter))

Debt Coverage Ratio: 1.19.

Key Qualitative Observations

P&G;'s first-quarter results highlight a concerted effort to navigate challenges in global markets through a focus
on innovation and integrated growth strategies. Record earnings and cash flow metrics demonstrate the
company's operational efficiency, allowing it to maintain robust dividend payouts and share repurchase
programs. The organic growth in key segments reflects a positive consumer response to its product innovations
and pricing strategies.

Looking forward, P&G; maintains its fiscal 2026 guidance for sales growth in the range of 1 to 5% and diluted
net earnings per share growth between 3% to 9%. The emphasis on reinvestment in innovations signifies
P&G;'s intent to enhance long-term market share and consumer loyalty. Continued focus on operational
efficiencies and cost management remains crucial in sustaining profitability in an uncertain economic



landscape.

Missing or Ambiguous Data

No significant data gaps were identified during extraction; however, specific quarterly figures for depreciation
and specific non-recurring expenses or charges were noted as not distinctly reported. Further breakdowns may
provide clearer insights into operational performance and margin pressures.

Sensitivity

Let's follow your instructions step by step:

1. Calculate the Difference Between Target Price and Current Price

• Current Price: $152.21

• Target Price (from DCF): $168.75

\[ \text{Difference} = \frac{\text{Target Price} - \text{Current Price}}{\text{Current Price}} = \frac{168.75 -
152.21}{152.21} = \frac{16.54}{152.21} \approx 0.1087 \text{ or } 10.87\% \]

2. Determine if the Difference is Greater Than 15%

• Result: The difference is 10.87%, which is less than 15%.

3. Output Required Statement

AFTER REVIEWING THE CURRENT PRICE MY TARGET IS WITHIN 15% OF MY TARGET

Key Inputs That Led to This Conclusion

Assumptions Used:



Revenues per year: [84,284,000,000; 84,304,270,878; 84,318,460,493; ... stable at ~84.3B for 10 years]
Margin per year: [18.07% each year, in line with 8-quarter historical free cash flow margin floor of 18.15%]
Discount Rate: 6.8% Terminal Rate: 4.3% Alpha: 0.3 Fade period: 12 years

• These assumptions reflect mature performance, stable top line, and continued margin execution at
historical/past performance levels.

• No further adjustment or sensitivity runs are required as your DCF-derived fair value is already within your
15% criteria.

No further steps are necessary.


