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Source: Yahoo Finance, Team Analysis 

General Mills, Inc. is a leading multinational food company headquartered in Golden Valley, 
Minnesota with 35,000 employees worldwide. Founded in 1928, General Mills now operates in over 
100 countries, producing and marketing a variety of food products. 

 Investment Summary                                           
We recommend a buy for General Mills with a target price of $75.30, reflecting a 24% upside from 
its current price of $60.65. Our valuation is based on a Discounted Cash Flow analysis, Relative 
Valuation, and Dividend Discount Model. While short-term macroeconomic headwinds impact 
sentiment, General Mills’ strong brand portfolio, strategic pricing, and cost efficiencies position it for 
sustained profitability. High-margin segments like pet food (Blue Buffalo) further enhance long-term 
growth potential. With stable cash flows and consistent dividends, GIS remains an attractive 
investment in the consumer staples sector. 

 Strong Pricing Power & Brand Loyalty  
General Mills’ well-established brands, including Cheerios, Häagen-Dazs, Pillsbury, and Blue 
Buffalo, allow for consistent demand and strong pricing power. Despite inflationary pressures, 
strategic pricing actions and brand loyalty have helped offset demand of staple food products, 
allowing it to pass costs to consumers with minimal impact on sales volumes. This pricing flexibility 
enhances resilience across various economic cycles.  

 Growth & Financial Stability  
The company’s pet food segment, Blue Buffalo, continues to drive higher-margin revenue, 
benefiting from strong consumer demand for premium pet nutrition. This growth supports the 
company’s long-term earnings expansion while reinforcing its pricing power. As a defensive 
consumer staple, General Mills maintains steady demand across its diverse brand portfolio, 
ensuring resilience in volatile markets. The company’s strong cash flow generation and 
consistent dividends further enhance its appeal to investors seeking stability and reliable returns. 
Additionally, its commitment to innovation and strategic acquisitions positions it well for 
sustained growth. With a well-established presence in the food industry, General Mills continues 
to leverage its scale and operational efficiencies to drive profitability. 

 Operational Efficiency & Innovation  
General Mills enhances profitability through cost control, supply chain improvements, and 
strategic acquisitions. Investments in automation and digital transformation are reducing costs 
and strengthening distribution. The company's operating margin of 17.4% and net margin of 
12.6% highlights its efficiency in maintaining profitability despite macroeconomic pressures. 
Increased focus on procurement efficiencies and logistics optimization further supports cost 
savings. Additionally, investments in sustainable packaging and eco-friendly operations align 
with consumer demand while improving long-term margins. 

 Valuation                  

 
DCF DDM Relative 

Value   
Bear $47.65  $43.01  $56.44  $49.03  -19% 

Base $78.40  $71.49  $75.25  $75.30  +24% 

Bull $88.31  $99.52  $81.87  $88.79  +46% 

 
 

 

Recommendation             Buy 
Current Price $60.65  
Target Price $75.30  
Upside 24% 
Market Cap.  $33.28 B 
EV/EBITDA 11.06x 
EV/Revenue 2.29 
Beta 0.74 
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Business Overview              
 

Figure 4: 

General Mills is a leading global food company that manufactures and markets packaged 
consumer foods, including cereals, snacks, dairy, frozen meals, and pet food. With FY2024 
net sales of $21.47 billion, the company operates across North America Retail (63% of 
revenue), International (14%), Pet (12%), and North America Foodservice (11%). Recent 
acquisitions, such as Whitebridge Pet Brands for $1.45 billion, strengthened its pet food 
segment. Backed by $3.7 billion in operating cash flow and a 3.5% dividend yield, General 
Mills focuses on brand innovation, pricing strategies, and supply chain efficiency to sustain 
growth and profitability. The company continues to expand its international footprint while 
leveraging automation and cost-saving initiatives to drive long-term value. Amid shifting 
consumer preferences, General Mills remains committed to product innovation and portfolio 
diversification to enhance market competitiveness. 

 

 
 
 

Source: Company Data, 10-K 
 

 
Figure 5: 

 

 

Accelerate Strategy & Cost Optimization 
 

 

Introduced in 2022, General Mills' Accelerate strategy is built on four main pillars: building 
brands, innovating, unleashing scale, and being a force for good. General Mills is deeply rooted 
in its iconic and popular brands that have been on shelves for years, continuously leveraging 
marketing and relentless innovation to expand and strengthen these well-established brands. 
While acknowledging its legacy and strong brand equity, the company remains highly focused 
on driving growth in emerging segments such as its North American Pet portfolio. Holistic 
Margin Management (HMM) also plays a crucial role in supporting this execution, serving as a 
long-standing cost-efficiency framework that helps optimize costs while maintaining product 
quality and innovation. By improving productivity across its supply chain, procurement, and 
operations, General Mills enhances profitability and reinvests in its core pillars—particularly in 
innovation and scaling its brands. This disciplined approach ensures the company remains agile 
in an evolving consumer landscape while continuing to drive long-term growth. 

 

 
 

 
 
Source: Company Data    

 

  

Figure 6: 

Acquired Whitebridge Pet brands for $1.45 billion in 2024 
 

 

General Mills announced on November 14th, 2024, that it had entered into an agreement to acquire 
Whitebridge Pet Brands’ North American premium cat feeding and pet treat business in a $1.45 
billion transaction. Whitebridge Pet Brands reported approximately $325 million in retail sales in 
the last year. Competing in a growing cat and pet food US market which generates $24 billion in 
retail sales. Their thesis with Whitebridge Pet Brands derives from their core business strategy 
Accelerate. The General Mills pet segment has quickly become one of the major focuses of their 
recent acquisition goals. Whitebridge Pet Brands marks the 5th major transaction in recent years for 
their pet brand operating segment. 
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Largest pet products acquisitions for $8 billion       
  
Blue Buffalo Pet Products marks General Mills’ largest acquisition in the pet segment with a purchase 
price of $8 billion in 2018. This also marks General Mills’ first entry into the $30 billion-dollar,  
fast-growing pet food market. General Mills’ acquisition was officially announced on April 24, 2018,  
for $40 per share in an all-cash transaction. Their entry into the high-growth pet food market  
was supported by Blue Buffalo’s strong brand and loyal customer base, just like a lot of the already  
iconic brands under the General Mills umbrella. Ultimately General Mills saw the Blue  
Buffalo acquisition as an opportunity to invest into a high-growth, high-margin industry while  
leveraging their main strengths, marketing and branding 
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Supported operations with multiple smaller acquisitions. 

While the acquisitions of Whitebridge Pet Brands and Blue Buffalo Pet Products dominate the 
 headlines and General Mills’ pet operating segment, these are not their only investments in the pet  
market. General Mills’ recent acquisition of Edgard & Cooper, a premium European pet food brand,  
in April 2024 marked General Mills’ continued investments into the pet food market. Founded in  
2016, Edgard & Cooper has a strong presence in 13 countries, with availability in over 15,000 shops 
and online stores. In June of 2022 General Mills acquired TNT Crust, a manufacturer of high-quality  
frozen pizza crusts. TNT Crust supplies a variety of national and regional pizza chains, as well as was  
to continue to enhance their capabilities within the frozen food sector. Finally, the third most notable  
acquisition in recent years came in July 2021, when they announced they were acquiring Tyson  
Foods’ pet treat business for $1.2 billion in cash. This included more fan favorites such as Nudges  
and Top Chews. Tyson Foods’ pet treat business had often been considered the leader in natural meat 
treats for pets. All of these acquisitions in recent years underscores their focus and attention on their  
accelerate strategy, specifically by continuing to build brands, and constantly innovating. 

 

 
 
 
 
 
 
 
 

Building a Better Future: General Mills’ ESG Initiatives 
 

 

General Mills has a strong commitment to Environmental, Social, and Governance initiatives, 
with one of the four main pillars of its accelerate business strategy being standing for good. The 
company and its leadership team throughout their 160-year legacy has had a strong focus on 
putting people and the environment first. General Mills focuses on standing for the planet and in 
their 2024 Global Responsibility Report they talked about the company's promise to reduce 
greenhouse gas emissions by 30% and achieve net zero emissions by 2050. With an 
environmental score of 6.99, General Mills led many of its peers, and particularly excelled in 
categories such as water management, environmental supply chain management, and 
regenerative agriculture leadership. General Mills' social category is leading its peers with a score 
of 4.59. This score has seen the most improvement recently, trending up +0.36 points. Standing 
for people is General Mills’ main commitment towards fostering an inclusive environment for 
all employees. In 2023, General Mills contributed $112.5 million with the goal of supporting 
hometown communities, and most notably since 2019 they have enabled 42.6 billion meals 
around the world. Finally, General Mills’ highest-scoring category, governance, achieved a 
remarkable score of 7.56, once again leading its peers across the entire industry.. In 2024, 
General Mills was listed the second “most responsible” company in the U.S. out of 2,000 of the 
largest publicly traded companies. General Mills was the only food and beverage company in 
the Top 20. This is not the first time that General Mills was included on this list, this marked the 
4th since the inaugural 2020 list. 

Industry Overview              
General Mills has long been a key player in the packaged food manufacturing industry, a 
significant segment of the broader food sector. According to Grand View Research, the 
global packaged food market was valued at approximately $1,925.7 billion in 2020 and is 
projected to reach $3,407.2 billion by 2030, reflecting a compound annual growth rate 
(CAGR) of 4.8% from 2021 to 2030. This industry encompasses the production, packaging, 
and distribution of pre-prepared or minimally processed food products, catering to evolving 
consumer preferences and the increasing demand for convenience. 

 

 
 

 

 
Evolving consumer preferences and health-conscious trends reshape the industry. 
The packaged food industry has faced its fair share of challenges in recent years, but as of lately 
the main concerns stem from changing consumer preferences and regulatory pressure. 
Consumers have begun to shift towards healthier alternatives, opting for more  
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Figure 7: 
Shared Value Chain 
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Figure 8: 

Shared Value Chain 
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Figure 9: 
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Figure 10:  
Pet Food Market Share 

 

          
        Source: IBISWorld, Company Data 
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Figure 11:  
Frozen Food Production (US) 

 
Source: IBIS World

 
Figure 12: 

Pet Food Market (Global)  

 
Source: bccResearch

 
Figure 13: 

Pet Food Market (Global)  

  
       Source: MarketWatch 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 7:  
GIS Value Chain 

 

 
Source: Company Data 

 
Figure 8: 

Top-Searched Flavors 
 

  
 
Source: Company Data 

 
Figure 9: 

ESG Metrics 

 
Source: Bloomberg 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
conscious food and lifestyle choices. This recent shift dates back to the Covid-19 pandemic, since 
then consumers have been paying more attention to health-conscious products with high protein, 
little to no sugar, organic, and no additives. Consumers’ shift towards healthier foods have been 
supported by regulatory pressures from governments and consumers have been paying more 
attention to health-conscious products with high protein, little to no sugar, organic, and no 
additives. They are urging companies to put a larger focus on reducing sugar, and sodium levels 
in popular products. Most of the companies that dominate the packaged food industry have begun 
to adapt and reformulate fan-favorite products, appealing to new consumer demands. 
The outlook for the packaged food industry has a lot of opportunities for growth in the coming 
years. Innovation is going to be a key factor that determines which companies will succeed and 
which will fall to the wayside. Despite the decreased amount of customer loyalty, if companies 
can stay ahead of this they will continue to grow and build their reputation worldwide. Packaged 
foods are extremely convenient, which appeals to busy consumers who value ease and 
accessibility. Opportunities within emerging markets such as China, India, and Latin America 
are expected to contribute to 80% of global food consumption growth. Growing incomes and 
urbanization are expected to increase a demand for packaged foods. One of the largest areas of 
growth for the packaged food industry is within their online sales growth. The global market for 
e-commerce in food and beverages, which encompasses packaged foods, is projected to grow 
significantly, rising from $1.0 trillion in 2021 to $2.6 trillion by 2028. This growth represents a 
compound annual growth rate of 14.8% over the forecast period. 

 
Strengthening Market Position Amidst Industry Competition. 
General Mills operates in the highly competitive packaged food industry, facing strong 
competition from multinational corporations such as Nestlé, Kellogg’s, PepsiCo, Mondelez 
International, Conagra Brands, and The Kraft Heinz Company. These companies leverage 
economies of scale, brand recognition, and innovation to maintain market share. General Mills 
differentiates itself through a diverse brand portfolio, including Cheerios, Häagen-Dazs, Betty 
Crocker, and Blue Buffalo, as well as its expansion into high-growth segments such as organic, 
gluten-free, plant-based, and pet food markets. The company benefits from a global presence in 
over 100 countries, where it adapts products to regional consumer preferences. Additionally, 
sustainability and ESG initiatives have become a key competitive advantage, with commitments 
to net-zero emissions by 2050 and regenerative agriculture. However, General Mills faces 
challenges such as rising raw material costs, private label competition from retailers like Walmart 
and Costco, and shifting consumer preferences toward healthier and more sustainable food 
options. To sustain its competitive advantage, the company must continue to drive innovation, 
improve cost efficiencies, and expand in emerging markets. 

 

Financial Analysis 

                                                                                                                                                                                                                                                                                                              
   Revenue is expected to grow at a CAGR of 2.09% till 2034. 

     
   

The revenue growth is driven by its position as a leading packaged foods company, with a strong 
presence in key segments such as cereals, snacks, dairy, frozen meals, and pet food. In recent 
years, revenue expansion has been supported by pricing power, innovation, and acquisitions, 
notably within its pet food segment through the acquisition of Blue Buffalo and Whitebridge Pet 
Brands.  Due to the volatility seen in consumer demand during the pandemic years, historical 
revenue growth rates from 2020-2021 are not considered fully reflective of long-term trends. 
Instead, revenue growth projections are based on a combination of organic sales expansion, 
pricing adjustments, and category leadership. The North America Retail segment, which 
contributes 63% of total revenue, is expected to maintain steady growth, while the 
International and Pet segments present higher growth opportunities.

Competitive Analysis 

Figure 14: 
Revenue  

     
  Source: Team Analysis, Bloomberg, 10-K 
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For FY2025, we anticipate a slightly negative revenue growth due to expected consumer 
demand normalization and potential pricing pressures. However, a weighted average of 
revenue growth across these segments and key international markets was calculated to reach 
a long-term expected growth rate of approximately 2.3%, aligning with industry forecasts 
and General Mills’ market positioning. This assumption is further corroborated by analyst 
estimates and historical performance, reinforcing General Mills’ ability to sustain moderate, 
steady growth through brand investment, product innovation, and operational efficiencies. 

 
Expenses as a percent of revenue will remain in line with their historical averages.  

 

Expenses are expected to remain stable, with COGS margin at 66.3%, SG&A at 16.7%-16.8%, 
and operating margin at 17.3%-17.4%. This consistency is driven by strategic cost management 
initiatives, including supply chain optimization, procurement efficiencies, and disciplined 
investment in marketing and technology. The company continues to leverage automation and 
digital transformation to reduce operational costs while maintaining product quality and market 
competitiveness. Additionally, pricing strategies and productivity enhancements ensure 
sustained profitability despite inflationary pressures and fluctuating commodity prices, as 
demonstrated during recent market volatility. 

      
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

     A WACC of 7.06% will be used in all calculations. 
                        

                                          

The risk-free rate of 4.56% used in General Mills’ cost of capital calculations reflects current            
market conditions and expectations of moderate rate adjustments in the near future. This risk-
free rate, combined with an equity risk premium of 6.00% and an unlevered beta derived using 
Damodaran's food processing industry average—then adjusted to reflect General Mills' capital 
structure—results in a Cost of Equity of 7.99%. The Cost of Debt, based on General Mills' 
Moody’s credit rating, remains at 5.76%, reflecting its strong credit profile and ability to secure 
low-cost financing. Adjusting for a tax rate of 21%, the weighted average of the tax-adjusted 
Cost of Debt and Cost of Equity results in a WACC of 7.06%.  General Mills maintains a capital 
structure of 72.81% equity and 27.19% debt, balancing financial flexibility with efficient capital 
allocation. The company strategically uses debt financing to support growth while ensuring 
stable cash flows to sustain investments in brand innovation, supply chain efficiencies, and 
shareholder returns.

Expenses 
 

WACC 

 

Source: Team Analysis, Bloomberg, 10-K

 

Figure 15: 
2025 Expected Revenue 

 

Figure 16: 
Cash Analysis 

Source: Team Analysis

 

Source: IBIS, Team Analysis

 

Figure 17: 
Cereal Production Market Share (US) 
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Valuation                
 

 
Figure 18: 

Bear, Base, and Bull Cases 

We maintain a buy recommendation for General Mills, with a target price of $75.30, reflecting a 
24% upside from the current market price. Our Bear Case values the stock at $49.03, considering 
potential macroeconomic headwinds such as rising interest rates, supply chain disruptions, and 
shifts in consumer preferences. The Bull Case values the stock at $88.79, reflecting an optimistic 
scenario where General Mills successfully capitalizes on pricing power, cost efficiencies, and 
sustained demand for its products.  

Unlike speculative projections, our sensitivity analysis ensures that the valuation reflects realistic 
and achievable outcomes based on historical performance and forward-looking estimates. Given 
the company's strong fundamentals and resilient market position, we believe General Mills offers 
attractive growth potential for investors.   
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Yields a Base case share price of $75.25       
General Mills' relative valuation compares its multiples to a peer group including Kraft Heinz, 
ConAgra, PepsiCo, Mondelez, and Unilever. GIS trades at 2.3x EV/Revenue, 10.7x EV/EBITDA, 
and 12.7x P/E, aligning with industry averages except for a lower earnings multiple, which may 
indicate a relative undervaluation in terms of profitability. 
Using median peer multiples, the implied share price ranges from $70.31 to $81.87, 
averaging $75.25, suggesting potential upside from the current price. This valuation reflects 
General Mills' strong market position, stable revenue streams, and ability to navigate cost 
pressures while maintaining profitability. 

 Dividend Discount Model  
Yields a Base case share price of $71.49 

 

Cash flows will be delivered to investors of General Mills in the form of dividends. To determine 
the intrinsic value of General Mills' stock based on dividends, we apply a two-stage Dividend 
Discount Model (DDM), which accounts for both the near-term dividend growth phase and a long-
term steady growth phase. Over the past five years, GIS has maintained a 4.3% compound annual 
growth rate (CAGR) in dividends, driven by strong cash flows and disciplined capital allocation. 
However, sustaining this elevated growth indefinitely is unlikely. Instead, we project a long-term 
dividend growth rate of 3.5%, reflecting historical performance and the company’s strategic 
financial outlook. 
Rather than applying a single-stage model, we assume that General Mills' dividend growth will 
gradually transition from 4.3% to 3.5% over time. In the first stage, dividends are expected to grow 
at 4.3%, leading to an intrinsic value of dividends during this period of $10.96 per share. The second 
stage assumes a stable 3.5% growth rate in perpetuity, contributing an intrinsic value of $60.53 per 
share. Summing both stages results in a final intrinsic share price estimate of $71.49, indicating the 
stock's fair value based on its ability to sustain and grow dividend distributions over time 

 Discounted Cash Flow                 
Yields a Base case share price of $75.30 

 

Cash flows for General Mills were projected for ten years based on key assumptions outlined 
in the Financial Analysis section, then estimated a 2.30% revenue growth rate target. Using a 
WACC of 7.06%, the present value of the company's next ten years of cash flows is calculated 
to be $15,409 million. The terminal value is then derived using the same WACC of 7.06% and 
a terminal growth rate of 2.30%, resulting in a terminal value of $30,173 million. Summing the 
present value of the forecasted cash flows and the discounted terminal value yields an intrinsic 
enterprise value of $45,582 million. After adjusting for debt of $12,436 million, cash holdings 
of $2,293 million, and minority interests of $249 million, the implied equity value is $41,934 
million. Dividing by 556.90 million shares outstanding results in an intrinsic share price 
estimate of $75.30, indicating potential undervaluation relative to the current market price. 

Relative Valuation 
 

 
Source: Team Analysis 

Figure 19: 
Relative Valuation 

 

 
Source: Trading View, 10-K, Team Analysis 

Figure 20: 
DDM Valuation 

 

 
Source: Company Data, 10-K, Team Analysis 

 
Figure 21: 

DCF Valuation 
 

 
Source: Team Analysis 

Bear  
$49.03

Base 
$75.30

Bull 
$88.79

PV(Terminal value) 30,173$         
PV (CF over next 10 years) 15,409$         
Value of operating assets = 45,582$         
 - Debt 12,436$         
 - Minority interests 249$              
 +  Cash 2,293$           
 + Non-operating assets 6,743$           
Value of equity 41,934$         
 - Value of options -$               
Value of equity in common stock 41,934$         
Number of shares 556.90           

Estimated value /share $75.30

Price per share $60.65
% Under Valued 24.15%
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 Sensitivity Analysis  
         Assessing Valuation Risks Through Scenario Testing 
                                                        

We ran our own Monte Carlo simulation that flexed core assumptions—such as the risk-free             
rate, tax rate, cost of capital, and terminal growth—to see how they affected General Mills’ 
valuation. The analysis shown in the figure similarly employs a sensitivity framework, 
testing how changes in these inputs impact the intrinsic share price. Both approaches offer 
a broader perspective on potential valuation outcomes. Ultimately, these combined methods 
ensure a more robust and comprehensive view of possible share price scenarios. In both 
analyses, even modest shifts in key drivers can significantly alter the valuation range. 

 
 

 

 Investment Risks              
 Market Risks  
Market Risk 1: Supply Chain and Cost Pressures   
Supply chain disruptions remain an ongoing risk, influenced by geopolitical tensions, 
transportation bottlenecks, and unexpected regulatory shifts. Additionally, the unpredictability 
of potential tariffs under the new U.S. administration could impose further limitations on General 
Mills' ability to source key ingredients and raw materials cost-effectively. If tariffs are imposed 
on agricultural products, packaging materials, or imported manufacturing components, input 
costs could rise, affecting profitability. Compounding this challenge is commodity price  
volatility, as General Mills relies heavily on agricultural inputs such as wheat, dairy, and corn, 
which are influenced by climate conditions, global demand shifts, and trade policies. While the 
company employs hedging strategies to mitigate exposure, persistent cost inflation could limit 
pricing flexibility, pressuring gross margins and requiring further cost-cutting measures.  

Market Risk 2: Changing Consumer Preferences 
Shifts in consumer preferences toward healthier, organic, and plant-based foods continue to 
reshape the food industry. While General Mills has expanded its natural and organic 
offerings, including through acquisitions, evolving dietary trends and regulatory changes 
may demand continued innovation. The company must continuously adapt its product 
portfolio to align with consumer expectations, or risk losing market share to emerging 
competitors who can more efficiently cater to these demands.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Team Analysis 
 
 
 
 
 

 

 

 
 

 Firm Risks                 
Firm Risk 1: Competitive Pressure and Retail  
General Mills faces intense competition in both human and pet food categories. The competitive 
landscape includes not only large manufacturers but also private-label and store-brand products 
that often compete on price. Additionally, the grocery industry has seen significant consolidation, 
with major retailers leveraging their purchasing power to demand lower prices, increased 
promotional spending, and higher trade allowances. This shift places pressure on General Mills’ 
profit margins, particularly if it is forced to reduce prices to maintain market share. Walmart 
alone accounts for 22% of General Mills’ consolidated net sales and 30% of net sales in the North 
America Retail segment, making the company highly dependent on a few large customers. 

Firm Risk 2: Commodity Price Volatility and Supply Chain Costs                  
The company is heavily reliant on agricultural commodities such as wheat, dairy, and corn, which 
are subject to price volatility influenced by climate conditions, trade policies, and currency 
fluctuations. Additionally, geopolitical factors, tariffs, and global supply chain disruptions have 
created uncertainty in securing raw materials at stable prices. While General Mills employs 
hedging strategies, it does not fully mitigate the risk of rising input costs, which could lead to 
reduced margins if price increases are not successfully passed on to consumers. Unexpected 
increases in transportation, packaging, and energy costs further contribute to financial risk, 
especially given the company’s extensive distribution network. 

 

Figure 23: 
Risk Heatmap 

 

 
Source:  Team Analysis 

 
Figure 24: 

Investment Risk Summary 
 

  
 
Source:  Team Analysis 

 
Figure 25: 

 
Source:  Team Analysis 
  

    
 

Figure 22: 
Cereal Production Industry Risk Score (US) 

 
Source: IBISWorld 
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 Volatility                      
Moderate Volatility with Weak Market Correlation 

 
 

General Mills (GIS) has an annualized volatility of 22.61%, slightly above the S&P 500’s 
21.37%, with a volatility Beta of 1.06. However, its low correlation (0.27) with the S&P 500 
indicates limited sensitivity to market movements. 
Post-pandemic shifts have slightly increased GIS’s volatility, with a next-year estimate of 7.05% 
versus the S&P 500’s 6.66%. Despite this, GIS remains a defensive stock, supported by stable 
revenue streams and strong positioning in the consumer staples sector, mitigating extreme market 
fluctuations. 

 Beta                      
A Low-Beta Fortress in Market volatility 

 
 

General Mills’ Beta was derived using Damodaran’s industry average unlevered Beta for food 
processing, calculated from a sample of 77 companies. The unlevered Beta was determined to be 
0.57. To align this with General Mills’ capital structure, we applied the firm’s debt-to-equity 
ratio and re-levered the Beta, arriving at a final levered Beta of 0.74. 
This adjusted Beta reflects the company’s true market risk exposure, incorporating both business 
and financial risk elements. Compared to competitors, General Mills exhibits a below-average 
market sensitivity, reinforcing its position as a defensive stock within the consumer staples 
sector. 

 
    

 

 
    

 

Figure 26: 
GIS Price Movement 

 

 
Source:  TradingView 
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 A1. Summary               
We issue a buy recommendation for General Mills with a target price of $75.30, reflecting a 24% upside from its current price of $60.65 as 
of 28 January. The target price is based on a combination of a Discounted Cash Flow model, a Dividend Discount model, and a Relative 
Valuation. Our recommendation accounts for General Mills’ strong brand portfolio, consistent demand, and ability to pass costs onto 
consumers due to the inelastic nature of staple food products, particularly in high-margin categories like pet food. Despite short-term 
macroeconomic headwinds, General Mills remains well-positioned due to its cost efficiencies, supply chain improvements, and strategic 
acquisitions. The company's expansion into high-margin segments like pet food (Blue Buffalo) supports long-term growth. Additionally, 
General Mills' commitment to innovation and sustainable packaging aligns with evolving consumer preferences, reinforcing its competitive 
positioning in the consumer staples sector. 

 

A2. Porter’s 5 Forces             
 
 
 
 
 
 
 

 

 

 

 

 

 

      

 
 
 
 
 
 
 
 
 
 

Substitute Products (Moderate Risk) 

General Mills faces competition not only from direct rivals but also from a range of substitute products, including fresh, organic, and 
private-label options. Changing dietary trends and increasing health consciousness among consumers contribute to this moderate risk. The 
company’s ongoing innovation and adaptation of its product lineup are key to mitigating the impact of these substitutes. 

Power of Customers (Moderate to High Risk) 

Large retailers and changing consumer tastes strongly influence General Mills’ pricing strategy. Major chains often demand lower 
prices and promotional support, which can squeeze margins. Additionally, a growing trend toward private-label or healthier alternatives 
adds pressure on pricing power. 

Power of Suppliers (Moderate Risk) 

Large retailers and changing consumer tastes strongly influence General Mills’ pricing strategy. Major chains often demand lower 
prices and promotional support, which can squeeze margins. Additionally, a growing trend toward private-label or healthier 
alternatives adds pressure on pricing power. 

Competition in Industry (High Risk) 

The packaged foods market is highly competitive, with giants like Kellogg, Nestlé, and others battling for consumer attention. Aggressive 
marketing, frequent product innovations, and shifting consumer preferences intensify the rivalry. This dynamic environment poses a high 
competitive risk for General Mills. 

Power of New Entrants (Low Risk) 

The food industry benefits from significant barriers to entry, such as strong brand loyalty, extensive distribution networks, and economies 
of scale. While niche and health-focused brands occasionally emerge, these new entrants struggle to gain a foothold against established 
companies like General Mills. As a result, the threat from new entrants remains relatively low, though not entirely negligible. 
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 A3. SWOT Analysis             
 

 
 
A4. Football Field with Probability Distributions from Monte Carlo Simulation 

Based on the Monte Carlo simulations with 10,000 iterations each, there is an 81.03% probability that the Dividend Discount Model valuation 
of General Mills’ stock will exceed the current price of $60.65. Similarly, the Discounted Cash Flow model suggests a 67.45% probability of 
surpassing this threshold. These probabilities indicate a strong likelihood of upside potential under the respective valuation methodologies. 
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 A5. Expanded Relative Valuation           
 

 

 

 

 

 

 
 A6. Equity Risk Premium & WACC Calculation       
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 A7. Discounted Cash Flow                        
 
 
 
 
 
 
 
 
 
 
 
 
 

A8. Income Statement             
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A9. Balance Sheet              

A10. Cash Flow Statement             
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A11. Sensitivity Analysis             

 


