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Found in ketchup bottles and Jell-O cups, Kraft Heinz Company is 

the third-largest food and beverage company in North America. 

With headquarters in Chicago and Pittsburgh, Kraft Heinz 

manages eight brands that each generate over $1.0 billion in 

annual net sales, including Heinz, Kraft, and Oscar Mayer. 

 

Industry Overview  

The food and beverage industry are one of the most competitive 

sectors, and Kraft Heinz currently stands as a market leader. The 

industry is valued at $8.71 trillion in 2025 and is expected to reach 

$14.72 trillion by 2034, growing at a 6.0% CAGR. Key growth 

trends include evolving consumer lifestyles and the rapid 

expansion of e-commerce. Meanwhile, emerging international 

markets continue to present significant opportunities for future 

expansion and market leadership. 

 

Thesis  

Kraft Heinz's proposed spin-off to two separate companies 

(Global Taste Elevation Co and North American Grocery Co) fails 

to address the company's core challenges. Management has 

largely relied on pricing actions and cost optimization rather than 

developing a sustainable strategy to retain consumers and drive 

volume growth. The company's core issues are slipping brand 

relevance and a consumer shift towards healthier eating habits, 

which is reducing demand for KHC’s products. As a result, the 

geographic separation risks duplicating corporate overhead and 

separation costs without resolving the underlying causes of 

revenue stagnation. 

 

Valuation  

We initiate coverage of Kraft Heinz with a SELL rating and a $17.19 

target price, based on a weighted valuation framework. Our target 

reflects equal 25% weightings across the perpetuity growth DCF, 

exit multiple DCF, EV/EBITDA, and P/E methodologies.  

Equity Research Canada/US 

Price Target USD$ 17.19 

Rating SELL 

Share Price (Jan. 27 Close) USD$ 23.70 

Total Return (27.5%) 

Key Statistics  

52 Week H/L $33.34/$21.98 

Market Capitalization $28.1B 

Average Daily Trading Volume 13.9M 

Net Debt $20.1B 

Enterprise Value $41.5B 

Net Debt/EBITDA 5.4x 

Diluted Shares Outstanding 1.1B 

Free Float 70.2% 

Dividend Yield 6.8% 

Analyst Forecast  

 2025E 2026E 2027E 

Revenue $25.3B $24.8B $24.2B 

EBITDA ($4.8B) $3.7B $3.6B 

Net Income ($5.3B) $1.1B $1.1B 

EPS ($4.4) $0.9 $1.0 

P/E (5.3x) 21.5x 24.7x 

EV/EBITDA (8.7x) 11.2x 11.6x 

1-Year Price Performance  
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Company Overview 

Company History 

The Kraft Heinz Company (NASDAQ: KHC) originated as two separate entities. The H.J. Heinz Company was founded by 

Henry John Heinz and became best known for its iconic Heinz Tomato Ketchup. Meanwhile, Kraft was founded by James L. 

Kraft, whose company later became famous for its cheese varieties. As the decades progressed, Kraft was acquired by 

National Dairy Products Corporation (1930) and then by Philip Morris Companies (1988) before splitting into two groups: 

Kraft Foods Group Inc. (a U.S. grocery product company) and Mondelez International (a snacks company). In 2015, Kraft 

Foods Group merged with H.J. Heinz Company, creating the third-largest food company in North America and fifth-largest 

in the world. 

Revenue Breakdown 

"Let's Make Life Delicious" — Kraft Heinz 

“Let’s Make Life De icious” perfect y describes Kraft Heinz’s target market and strategy. As a consumer-focused business, 

Kraft Heinz operates across eight product platforms: Taste Elevation, Easy Ready Meals, Hydration, Meats, Cheeses, 

Substantial Snacking, Desserts, and Coffee, along with other grocery products. 

These eight platforms are organized under three strategic categories: Accelerate (Taste Elevation, Easy Ready Meals, 

Substantial Snacking), Protect (Desserts, Hydration), and Balance (Cheese, Coffee, Meats, Other). In December 2024, the 

three largest product platforms were Taste Elevation, Easy Ready Meals, and Hydration. Together, these represent over 

two-thirds of total sales, highlighting Kraft Heinz's strength in core condiments, convenient meal solutions, and beverage 

offerings that cater to everyday consumer needs. 

Geographically, Kraft Heinz derived 75.6% of its 2024 revenue from 

North America, 13.7% from International Developed Markets, and 10.7% 

from Emerging Markets. Compared to 2023, net sales declined 3.0% 

year-over-year due to shifting consumer behaviour driven by economic 

uncertainty, which lowered demand for core products in the North 

American market such as Lunchables. Despite this decline, Kraft Heinz 

maintains an industry-leading position as it continues to deliver quality 

products to its consumers. 

Strategic Pillars 

In 2025, Kraft Heinz announced that it would split into two independent companies, each focused on different segments 

and platforms, with the goal of unlocking shareholder value across different markets. 

KHC       e enue  reakdown    

 orth  merican

 merging Markets

 nterna ona 
De e oped Markets
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Global Taste Elevation Co: this entity (tentative name) will concentrate on high-growth categories such as Taste Elevation 

and shelf-stable meals. It will manage iconic brands including Heinz, Philadelphia cream cheese, and Kraft Mac & Cheese, 

with a focus on sauces, spreads, seasonings, and emerging markets. 

North American Grocery Co: this entity (tentative name) will concentrate on North American staples, managing brands such 

as Maxwell House, Oscar Mayer, Kraft Singles, and Lunchables. The focus will be on scaling operations and driving 

profitability within North American markets. 

This separation is intended to improve strategic and operational focus by allowing each company to allocate resources more 

effectively toward its respective markets and priorities. 

Industry Analysis 

Industry Overview 

In 2025, the global food and beverage industry is valued at $8.71 trillion and is projected to reach $14.72 trillion by 2034, 

expanding at a CAGR of 6.0% from 2025 to 2034. This growth is fueled by evolving consumer lifestyles and the expansion 

of e-commerce platforms. However, cost inflation and economic uncertainty have made it difficult for Kraft Heinz to 

maintain its competitive edge in this highly competitive industry. In response, Kraft Heinz has begun expanding its 

operations internationally across Europe and Pacific Developed Markets (EPDM), West and East Emerging Markets (WEEM), 

and Asia Emerging Markets (AEM) to target regions with the strongest growth potential. 

Key Trends and Challenges 

With North America (especially the United States) as its primary market, Kraft Heinz faces a precarious environment shaped 

by societal and economic shifts. 

Societal Changes – Healthier Consumer Trends 

Kraft Heinz relies heavily on the sale of products that do not meet modern health standards. Examples include Kraft Dinner, 

Lunchables, and Cool Whip. To put this in perspective, World Action on Salt, Sugar, and Health reported that 82.0% of Kraft 

Heinz's products fall below the standard definition of healthy. Additionally, recent industry trends show that younger 

generations have ranked "Better Health" as one of their top priorities when purchasing products, especially in North 

America. With consumer trends pointing toward healthier diets, Kraft Heinz faces a difficult choice: its brand is known for 

processed foods, and shifting toward healthier products may risk both its brand identity and the affordability that has 

defined its value proposition. 

Political Changes – U.S. Tariffs and SNAP Benefit Cuts 

Following the passing of the "One Big Beautiful Bill Act of 2025," the United States tightened eligibility requirements for 

Supplemental Nutrition Assistance Program (SNAP) benefits. This change was reflected in Kraft Heinz's FY2023 

performance, where net sales decreased by 1.0%. Coupled with rising ingredient costs driven by U.S. tariffs, Kraft Heinz 

faces both shrinking consumer demand and higher operating expenses. 
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Economic Changes – Rise of E-commerce 

Another trend impacting Kraft Heinz is the rise of e-commerce. In recent years, the e-commerce space has experienced 

strong growth in essential goods, including food and beverage items. It is predicted that by 2026, digital grocery sales will 

account for 19.0% of U.S. e-commerce sales and become the largest e-commerce category. The main drivers of this trend 

include consumer demand for convenience, delivery options, and product variety. If Kraft Heinz can capitalize on this trend, 

it could unlock a new customer base. 

Overall, the consumer trend toward healthier living and the political environment within the United States have caused 

Kraft Heinz to lose revenue in recent years. If Kraft Heinz cannot identify and respond to evolving customer preferences, it 

risks losing its largest market. 
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Investment Theses 

Investment Thesis 1 – A Split After a Decade 

“It certainly didn’t turn out to be a brilliant idea to put them together, but I don’t think taking them apart will fix it.” 

— Warren Buffett (Kraft Heinz’s Largest Shareholder) 

On September 2, 2025, Kraft Heinz announced a plan to separate into two independent, publicly traded companies referred 

to as "Global Taste Elevation Co" and "North American Grocery Co." The former will focus on Taste Elevation, shelf-stable 

meals, and global markets, while the latter will primarily focus on North American staples. 

This organizational change does not resolve Kraft Heinz's underlying demand challenges, including weak volume trends, 

aging brands, and limited penetration in faster-growing food categories. Less than   .   of Kraft Heinz’s re enue comes 

from international markets (10.7% Emerging, 13.7% Developed as of FY2024), limiting the impact of global outperformance. 

For example, in FY2023, despite 5.4% YoY growth in Emerging Markets and 6.5% YoY growth in International Developed 

Markets, a slow 1.1% YoY growth in North America held total revenue growth to just 0.6%. 

Additionally, the proposed spin-off attempts to address fundamental demand and portfolio issues through a geographic 

reorganization. Global Taste Elevation Co. is expected to drive international growth using Kraft Heinz's strongest-performing 

products; however, global markets represent the company's lowest-margin segment. Furthermore, international markets 

tend to favor local brands with lower prices, localized flavors, and stronger community-based distribution networks. A more 

concentrated focus on international markets does not guarantee that these competitive disadvantages will be mitigated. 

Conversely, North America Grocery Co. is expected to solidify its presence in North America through its legacy product 

portfolio; however, management has not articulated a clear strategy to improve product relevance or reaccelerate revenue 

growth. Despite repeatedly acknowledging unfavorable price and volume trends driven by healthier consumer preferences, 

Kraft Heinz has yet to present a concrete plan to drive North American growth. Kraft Heinz already operates with elevated 

gross margins (KHC: 34% vs. industry: 26%, as of FY2024), which suggests limited remaining runway for margin expansion 

through cost efficiency alone. If volumes remain pressured by shifting preferences toward healthier options, the company 

has fewer levers to protect earnings without relying on further price increases or portfolio changes. 

In summary, the separation will likely duplicate business overhead costs and create additional operational complexity 

without resolving the underlying demand challenges. What Kraft Heinz needs to focus on is capturing rising industry trends 

and improving brand relevance to the market. 

Investment Thesis 2 – Structural Stagnation 

Over the past several years (FY2021–FY2024), Kraft Heinz has exceeded industry averages in both gross margin and EBITDA 

margin by approximately 8.0% and 7.0%, respectively. However, these margin advantages rest on weak revenue 

fundamentals. Since FY2021, Kraft Heinz has failed to generate meaningful revenue growth, delivering an effectively flat 
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three-year revenue CAGR, while the packaged foods and meats industry has grown steadily at approximately 2.0–6.0% 

annually over the same period.  

This divergence suggests that Kraft Heinz's margin strength is driven by cost optimization and pricing adjustments rather 

than sustained topline volume growth or improving brand relevance. This view is supported by Kraft Heinz's persistent 

discount to industry EV/EBITDA multiples despite superior margins (KHC 2026 EV/EBITDA: 11.2x, Comparable Company 

Mean: 10.6x), indicating that the market questions the durability and quality of its earnings. We be ie e that the market’s 

valuation discount is reasonable due to limited volume growth and ongoing brand relevance challenges. Importantly, these 

challenges appear structural rather than cyc ica .  n other words, Kraft Heinz’s  imitations are not primari y the resu t of 

temporary macroeconomic pressures or short-term consumer trends, but instead stem from inherent characteristics of its 

business mode  and competiti e positioning. The company’s core portfo io is anchored in  a ue-oriented packaged food 

brands, which constrains its ability to unlock meaningful growth through innovation or premiumization. If Kraft Heinz 

decides to become more innovative and follow consumer trends by adding healthier ingredients, it would have to increase 

its prices. As a result, they would risk their brand appeal of being an affordable staple.  

Market skepticism extends beyond Kraft Heinz to the broader industry, as industry TEV/Revenue and TEV/EBITDA multiples 

declined from approximately 1.7x to 1.3x and 11.7x to 10.1x, respectively, between 2020 and 2024. 

Ultimately, Kraft Heinz faces a serious challenge rooted in its inability to drive volume growth. The company remains reliant 

on its high gross margin profile; however, margins are already elevated and offer limited capacity for further expansion. 

With ongoing cost inflation, Kraft Heinz will be forced to raise prices, reduce product quality, or sacrifice volume.  

 

Valuation 

Discounted Cash Flow Analysis 

Revenue Growth 

Kraft Heinz's revenue is projected to decline from $25.85 billion in FY2024 to $25.30 billion in FY2025, representing a 2.1% 

year-over-year decrease. From 2026 to 2030, revenue is projected to decline at a 2.2% CAGR, driven by continued volume 

pressure in North America and International Developed Markets, partially offset by growth in Emerging Markets. 

Cost of Goods Sold (COGS) 

COGS is estimated to account for 66.5% of total revenue. This is based on historical data. 

Sales, General, and Administrative Expenses (SG&A)  

SG&A is estimated to account for 9.7% of total revenue. This is based on historical data.  

This places Kraft Heinz near the low end of the peer set. Comparable companies such as Conagra (11.0-12.0%), General 

Mills (16.0-17.   , and Campbe  ’s  1 . -16.0%) operate with materially higher SG&A intensity, while even low-cost peers 
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like Hormel run closer to 7.0-8.0%. As a result, further SG&A reductions appear structurally limited, which reinforces the 

view that it will be hard for KHC to cut costs to improve their overall profitability. 

 The Weighted Average Cost of Capital (WACC) 

The cost of equity is calculated using a 4.1% risk-free rate, a 14.7% expected market return, and a 0.4x levered beta, resulting 

in an 8.8% cost of equity. The cost of debt is 4.3%, based on a 4.3% pre-tax cost of debt and a 26.0% effective tax rate. The 

WACC is calculated to be 6.9%. 

Perpetuity Growth Rate & Terminal EV/EBITDA Multiple 

A 1.5% perpetuity growth rate is applied to reflect long-term inflation expectations. We applied a 10.6x EV/EBITDA exit 

multiple derived from the mean in our comparable company analysis. 

Comparable Company Analysis 

Our comparable company analysis includes peers within the packaged foods and meats industry that share similar business 

models, including Conagra Brands, Hormel Foods Corporation, The Campbell's Company, General Mills, McCormick & 

Company, and The J.M. Smucker Company. Across this group, 2026E EV/EBITDA multiples range from 8.9x to 13.4x, with a 

median of 9.9x and a mean of 10.6x. 

Kraft Heinz trades at 11.2x 2026E EV/EBITDA and 25.1x 2026E P/E, versus a peer mean P/E of 13.7x, reflecting investor 

caution around the durability of its earnings and growth profile. Applying 2026E peer multiples implies an average 

EV/EBITDA-based share price of $21.67 and a P/E-based share price of $12.92.  

Catalysts 

Regulatory Pressures 

With 70% of Kraft Heinz's revenue generated from the United States, the company is particularly sensitive to regulatory 

changes and tariffs. For instance, the Department of Health and Human Services (HHS) and the FDA have announced the 
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phase-out of all petroleum-based synthetic dyes from the U.S. food supply by the end of 2026. More recently, the Trump 

administration revised its nutrition framework with an emphasis on zero or minimal added sugars, higher intake of animal-

based protein, and a reduction in highly processed foods. Given that Kraft Heinz's products are heavily exposed to sugar-

containing, shelf-stable, and highly processed categories, these federal programs could pressure volumes in key North 

American brands and accelerate revenue loss. 

Berkshire Hathaway 

Berkshire Hathaway has announced that it may reduce or exit its 27.5% stake in Kraft Heinz. As the largest shareholder in 

Kraft Heinz, this announcement has negatively affected Kraft Heinz’s reputation and the pub ic’s trust in the company’s 

future. Furthermore, in the past fi e years, Kraft Heinz has been  erkshire’s weakest-performing public equity, and Warren 

 uffet has pub ic y questioned the management’s strategic direction, including the recent proposed corporate split.  

A partial or full divestment by Berkshire Hathaway will remove a long-standing anchor investor and act as a strong negative 

signal to the market. This will further undermine the already weakening confidence in Kraft Heinz’s abi ity to stabi ize 

volumes and generate sustainable growth. 

Risks 

New CEO  

On January 1, 2026, Kraft Heinz appointed Steve Cahillane as Chief Executive Officer. Mr. Cahillane previously served as CEO 

of the former Kellogg Company, which successfully executed a complex corporate separation. This leadership change 

presents a risk to our thesis, as Mr. Cahillane brings direct experience navigating large-scale transformations, having 

overseen the split of Kellogg into Global Snacking Co and North America Cereal Co, followed by value-accretive acquisitions 

by Mars and Ferrero. His proven track record in the packaged food sector could meaningfully support Kraft Heinz's ongoing 

restructuring efforts. Should Mr. Cahillane effectively execute a credible growth strategy and restore investor confidence, 

the market may reassess Kraft Heinz's valuation. 

Shifts in Consumer Behaviour 

Our thesis assumes that evolving consumer preferences will continue to pressure Kraft Heinz's core product portfolio. 

However, consumer behaviour may be more cyclical than anticipated, as periods of economic uncertainty often drive 

consumers back toward affordable, shelf-stable brands. If cost-of-living pressures persist or worsen, Kraft Heinz's value-

oriented offerings could regain relevance and stabilize volumes. Such a shift in consumer behaviour would support sales 

performance and undermine our thesis. 

Recommendation 

SELL 



Kraft Heinz (NASDAQ: KHC)  
Nothing Left to Squeeze Out 

 
 

 
Please see legal disclaimer at the bottom.                                                             Rachel Yu | contact@westpeakresearch.com 

We recommend a SELL for Kraft Heinz with a target price of $17.19 and a total return of -27.5%. Our target price is derived 

from a weighted valuation framework that applies equal 25% weightings to the perpetuity growth DCF, exit multiple DCF, 

      TD , and     methodo ogies. We be ie e this ba anced approach appro imate y ref ects Kraft Heinz’s mature 

business profile and limited growth visibility. Despite being one of the largest food companies in North America, Kraft Heinz 

faces constant  o ume pressure and a steady dec ine in brand re e ance.  s a resu t, we  iew the company’s current 

valuation as unsustainable and expect further downsides in the future.  
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Appendix 1: Income Statement 
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Appendix 2: Balance Sheet 
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Appendix 3: Cash Flow Statement 
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Appendix 4: Discounted Cash Flow Analysis 
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Appendix 5: Comparable Company Analysis 

 

Appendix 6: Beta Calculations 
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Appendix 7: Revenue Build 
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Legal Disclaimer 

The content, opinions, estimates, and projections contained in this report are those of WestPeak Research Association 
(known as “West eak” or “West eak  esearch”  and its directors, analysts, and affiliates and are subject to change without 
notice. The content, opinions, estimates, and projections on this report may not have been updated directly by WestPeak 
and its directors, analysts, and affiliates and may also have been altered or without your or our knowledge. WestPeak and 
its directors, analysts, and affiliates, without exception, do not accept any liability for factual, typographical, and 
grammatical errors, omissions, or content in this report. WestPeak and its directors, analysts, and affiliates do not accept 
any liability for damages arising from the use of or reliance on any of the content, opinions, estimates, and projections on 
this report. WestPeak and its directors, analysts, and affiliates endeavor to ensure that the content, opinions, estimates, 
and projections have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete. Information may be available to WestPeak and its directors, analysts, and affiliates 
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of 
investment decisions, and because of individual client objectives, should not be construed as advice designed to meet the 
particular investment needs of any investor. This report is for information purposes only and is not an offer to sell or the 
solicitation of an offer to buy any security. WestPeak and its directors, analysts, and affiliates may have a personal long or 
short position in any of the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. The reader should assume that WestPeak and its directors, analysts, and affiliates may have a 
conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The reader, by the viewing of and use of the content, opinions, estimates, and projections contained in 
this report is assumed by WestPeak and its directors, analysts, and affiliates to have fully read, understood, and 
unconditionally agreed to all the terms and conditions set forth in this legal disclaimer. 
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