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CAPITAL STRUCTURE as of 9/30/18
Total Debt$31.287 bill. Due in 5 Yrs $19.70 bill.
LT Debt $20.779 hill. LT Interest $1.050 bill.
(Tot. Int. Coverage: 29.5x)

(28% of Tot. Cap'l)
Leases, Uncapitalized Annual Rentals $275 mill.
Pension Assets-6/18 $11.3 bill.

Oblig. $15.2 hill.

Pfd Stock $967 mill. Pfd Div'd $253 mill.
(ESOP owns 49.3 mill Class A shares and 57.2 mill
Class B shares; convertible into common stock.)
Common Stock 2,491,408,329 shares

MARKET CAP: $234 billion (Large Cap)
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BUSINESS: The Procter & Gamble Company makes branded con-
sumer packaged goods, which are marketed and sold in more than
180 countries around the world. Has five reportable segments:
Beauty (19% of fiscal '18 sales, 23% of earnings); Grooming (10%,
14%); Health Care (12%, 13%); Fabric & Home Care (32%, 27%);
Baby, Feminine & Family Care (27%, 23%). International sales ac-

counted for 56% of fiscal '18 sales and Walmart accounted for
15%. Divested battery business in 2/16. Has 92,000 employees.
Off. & dir. own 1.8% of common stock; BlackRock, 6.3%;
Vanguard, 7.3% (8/18 proxy). Chairman/President/CEO: David S.
Taylor. Inc.: Ohio. Address: 1 Procter & Gamble Plaza, Cincinnati,
Ohio 45202. Telephone: 513-983-1100. Internet: www.pg.com.

ANNUAL RATES  Past Past Est'd '16-'18
of change (persh) 10 Yrs. 5Yrs. t0'21-23
Sales 5%  -3.5% 5.5%
“Cash Flow” 2.0% -- 8.5%
Earnings 2.5% --  10.5%
Dividends 75%  5.0% 5.0%
Book Value .- -25% 7.0%
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Procter & Gamble got off to a decent
start in fiscal 2019. (The fiscal year be-
gan on July 1st.) In all, core earnings were
up about 3%, while total sales came in rel-
atively flat to the year-ago period. Organic
sales, excluding the impact of foreign cur-
rency effects and the effects of portfolio ad-
justments, climbed 4% during the Septem-
ber quarter.

The company seems well positioned
for near-term gains. Management’s
restructuring and strategic growth efforts
(more below) seem to be paying off. Ongo-
ing cost controls, as well as supply-chain
and productivity improvements ought to
help expand operating margins. And P&G
may implement incremental price hikes to
recoup rising input costs and support prof-
it margins. Plus, a better operating back-
drop, namely the improving foreign cur-
rency exchange environment, ought to bol-
ster results in the near future. To review,
the strength of the U.S. dollar eroded
much of the gains from overseas markets,
and was the primary cause of the rough
patch the consumer goods conglomerate
experienced in fiscal 2016. However, the
company has rebounded quite a bit since

then. Looking ahead, even though the top
line may hold steady in fiscal 2019, we be-
lieve the bottom line will move upward at
a mid-single-digit clip.

P&G is strengthening its competitive
advantage. Specifically, it will likely in-
vest heavily in its product pipeline. The
company has been ramping up innovation
and the quality of its offerings. What's
more, P&G ought to increase merchandis-
ing efforts to improve the eye appeal of its
household goods. Branding and advertis-
ing campaigns may also remain a priority.
Further, the company will likely continue
to boost its e-commerce arm to widen its
distribution network. Lastly, in late No-
vember, P&G completed the acquisition of
the consumer health business of Germany-
based Merck KGaA, bolstering its over-
the-counter business and geographic scale.
This issue does not stand out for near-
or long-term price momentum. Even
though the company may not make any
home runs in the near future, its defensive
nature and slow-and-steady growth pro-
file, combined with its strong finances give
it a fair amount of conservative appeal.
Orly Seidman December 21, 2018

(A) Fiscal years end June 30th. (B) Diluted | EPS may not sum. Next earnings report due | intangibles. In '17: $68.9 bill., $26.98 a share.
late January.
(C) Dividends historically paid in Feb., May,

core earnings. Excludes nonrecurring: '02,
(25¢); '03, (19¢); '08, (12¢); '09, (64¢); '10,

(E) In millions.

58¢; '11, (61¢); 12, (73¢); '13, d19¢; '14, d21¢. | Aug., and Nov. = DRIP available. (D) Includes
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