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MARKETS | HEARD ON THE STREET

Why Food CEOs Are Rushing for the
Exits

Packaged food companies are in trouble, squeezed by changing consumer preferences, more
aggressive supermarkets and stagnant prices. More mergers may be on the way

Packaged food companies are struggling amid changing consumer preferences, more aggressive supermarkets and
stagnant prices. Boxes of cereal line an aisle at Scotty's Market in San Rafael, Calif., on Sept. 20. PHOTO: JUSTIN
SULLIVAN/GETTY IMAGES
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Oct. 11,2017 11:00 a.m. ET

A cereal Kkiller is stalking the executive offices of packaged food companies, with Kellogg
boss John Bryant being the latest victim.

Other companies where chief executives have left since the spring of 2016 or are on their
way out include General Mills, GIS -0.37% ¥ Mondelez, Hormel, Hershey, Nestlé
NSRGY -0.67% ¥ and Coca-Cola. KO -0.35% ¥

As recently as 2015 many of these companies saw strong investor demand for their
shares in a “boring is beautiful” trade—a bet helped along by speculation that there
would be more industry consolidation like H.J. Heinz’s purchase of Kraft Foods. But
industry fundamentals have been horrific.

Of the 10 largest U.S.-listed food companies by revenue, not a single one has
outperformed the S&P 500 in the past 12 months. An equal-weighted portfolio would
have lagged behind by 31 percentage points before dividends. Six of those 10 companies
experienced lower sales per share in the past 12 months than the previous fiscal year.

One reason is moribund food prices. Last month’s U.S. consumer-price index for food
eaten at home was essentially unchanged from the spring of 2014.

Even as prices stagnate, consumer preferences have shifted toward fresher and
healthier food. Meanwhile, supermarkets are suffering too and are responding by
cutting the number of brands stocked or pushing store brands.

Food companies have reshuffled or pruned brands to appeal more to consumers and
done expensive acquisitions, such as General Mills’ 2014 purchase of organic food
company Annie’s. To really move the needle, though, they will have to focus ruthlessly
on costs. Kraft Heinz’s aborted deal with Unilever UL 0.13% A early this year is a sign of

Crude Oil A 5419 2.94%

Eur


https://www.wsj.com/articles/so-long-hamburger-helper-americas-venerable-food-brands-are-struggling-1499363414
https://www.wsj.com/articles/kellogg-ceo-john-bryant-to-step-down-1506603901
http://quotes.wsj.com/GIS
http://quotes.wsj.com/NSRGY
http://quotes.wsj.com/KO
ttps://www.wsj.com/articles/kraft-heinz-withdraws-143-billion-offer-for-unilever-1487527607
https://www.wsj.com/articles/u-s-consumer-prices-rose-0-4-in-august-1505392325
https://www.wsj.com/articles/big-name-food-brands-lose-battle-of-the-grocery-aisle-1493596823
https://www.wsj.com/articles/big-name-food-brands-lose-battle-of-the-grocery-aisle-1493596823
https://www.wsj.com/articles/general-mills-to-buy-natural-foods-company-annies-1410210721
https://www.wsj.com/articles/kraft-heinz-says-it-made-a-takeover-proposal-to-unilever-but-was-rejected-talks-continue-1487334065
http://quotes.wsj.com/UL
http://quotes.wsj.com/index/DJIA
http://quotes.wsj.com/index/SPX
http://quotes.wsj.com/index/COMP
http://quotes.wsj.com/bond/BX/TMUBMUSD10Y
http://quotes.wsj.com/futures/Crude%20Oil%20-%20Electronic
http://quotes.wsj.com/fx/EURUSD
https://www.wsj.com/news/markets
https://www.wsj.com/news/heard-on-the-street
http://quotes.wsj.com/GIS?mod=chiclets
http://quotes.wsj.com/NSRGY?mod=chiclets
http://quotes.wsj.com/KO?mod=chiclets
http://quotes.wsj.com/UL?mod=chiclets

things to come—a trend that turnover in their executive ranks may accelerate.

Food for Thought
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