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Abstract 

This dissertation focuses on the analysis and estimation of Coca-Cola Company's stock 
prices, growth rate and market value in the future by studying its current and past data 
as well as learning and evaluating the global economic and political circumstances. The 
CAPM (Capital Asset Pricing Model) and WACC (weighted Average Cost of Capital), are 
applied in terms of fulfilling the prerequisite of using the DCF (Discounted Cash Flow 
Model) and the Company Comparable Analysis, which enables the team to obtain a result 
that regarding the future extent of the global pandemic – COVID-19 and the international 
relationship –especially between the US and China. The growth rate of the Coca-Cola 
Company's earning per share is estimated to be in a range of 0.14% to 11.18% by using 
the comparable analysis, and the firm's free cash flow growth rate at the perpetuity stage 
is estimated at a range of 1.8% to 3.2% by using the DCF in the following year. As for the 
stock price, the company is only overvalued when the growth rate is lower or equal to 
1.8%. Overall, despite a few assumptions that could affect the result, it is concluded that 
the company is very likely to experience growth in the future, and it is suggested to hold 
some stocks of this company. 
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1. Introduction 

Over the last two decades, the non-alcoholic beverage market has experienced dramatic change. 
Due to health issues among consumers, the tendency of consuming carbonated drinks has 
started to transform into fruit beverages and plant-based drinks such as Soy milk. This can be 
reflected by looking at North America, being the most extensive beverage market in the world, 
having more than 60% of the total beverage market occupied by fruit beverage [1], which 
shows consumers prefer high sugar concentrated carbonated beverages less than before, hence 
the innovation of new types of drinks have created more market for beverage corporations. One 
example of the innovation is the Coca-Cola Zero, a carbonated drink with zero carbohydrates, 
sugar, and fats that gained massive popularity among people, especially those who want to keep 
fit. 

By mentioning Coca-Cola, it is the largest beverage manufacturer and distributor worldwide, 
with more than 2800 products and 160 brands in more than 200 countries. It is also one of the 
largest corporations in the United States, with over 48% of the market and owning two of the 
world's three most popular drinks [2]. With continuous innovation and acquisitions, Coca-Cola 
can maintain continuous expansion and development. 
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Coca-Cola company sub-brand has been separated into five categories, which are Sparkling Soft 
Drinks; Water & Hydration; Juice, Diary and, Plant-Based; Coffee and Tea [3]. However, the 
Coca-Cola classic is still their top seller. However, 43% of the cola they have sold are still Coca-
Cola Zero Sugar, Diet Coke and Coca-Cola Life, which have no or less sugar content. 

1.1. Macroeconomic Backgrounds 

Coca-Cola’s profitability is strongly related to the current economic and political circumstances, 
which can be revealed by looking at its past data. It is universally acknowledged that Coca-Cola 
is a firm that produces consumer goods, which means Coca-Cola is generally more volatile to 
the market fluctuation. The goods it produced are usually regarded as normal goods – goods 
with a positive income elasticity of demand (YED), which means consumers tend to consume 
more of them when a higher income is offered.  

We have gathered all 504 companies’ data on their dividend payments in the S&P 500 from 
Yahoo Finance and have calculated a sum of dividend payments for each year that enables us 
to plot graph, and hence presents the overall market growth trend. Typically, the better the 
growth, the more net income the company generates and the more dividends they can pay their 
shareholders unless the portion of dividend paid is changed [4].  

 

 
Figure 1. Coca-Cola Dividends 2008-2018 

 

 
Figure 2. S&P Dividends 2008-2018 
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As for Figure 1. and Figure 2., it can be concluded that the number of dividends that Coca-Cola 
paid each year in the past decade has experienced a similar increasing trend as the total market. 
A growing stock market usually reflects people have an increased wealth that enables them 
with more money to consume and invest, and a continuous growing total amount of dividend 
payments from Coca-Cola means the company is making more profit generally. 

However, just because Coca-Cola kept making more profit while the economy has been doing 
well, it does not necessarily reflect Coca-Cola’s performance is strongly associated with the 
current economy since there is no proof that Coca-Cola did poorly during a recession. Hence, 
we gathered the data of Coca-Cola’s dividends per share from 2008 until the present, as figure 
3 shows.  

 
Figure 3. Coca-Cola Dividends Mar.2008 - Mar. 2020 

 

From figure 3, we can identify a slight increase in dividends from 2008 to 2010, followed by a 
decline in the following year, a significant increase in the following two terms and another 
considerable decline in 2012. Since then, the dividend per share has demonstrated a generally 
upward trend until March 2020, on which there was no dividend payment at all. 

Regarding figure 3, the first huge decline was due to the European debt crisis. One of the most 
mature markets of Coca-Cola was soon devastated. When saying mature, we mean the company 
has built more brand loyalty and influence in that market. For example, five out of the twenty-
three countries with the most annual per capita consumption of Coca-Cola Company’s products 
are in Europe [5]. 

The second drop in 2012 was due to a stock split, which was irrelevant to our research [6].  

The third drop was earlier this year when COVID-19 erupted globally. This drop was also the 
heaviest because a majority of factories were forced to shut down, causing no more production. 
In the meantime, many people in many countries were getting less income or being unemployed, 
causing less demand for normal goods. Coca-Cola had almost no production as well as very few 
demands. There was hardly any profit generated during the period. 

Many countries are trying to use expansionary monetary policy with the aids of macroeconomic 
instruments to boost the economy and circular flow rate. For example, the Federal Reserve of 
the US has directly affected the short-term interest rate by lowering it closer to zero, and the 
federal funds rate has also been lowered to 0.25% since March 2020 [7]. These government 
actions mean that the economy will start to recover in countries that got the virus under control. 
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Revealed by the entire stock index globally, in July 2020 only, S&P 500 went up by 5.5 percent, 
NASDAQ Composite went up 6.8 percent, and the Dow Industrial Average increased by 2.4% 
[8]. Regarding the countries that are unable to control the COVID-19, they may suffer the 
economic downturn continuously. 

Overall, Coca-Cola has made some comeback comparing to the previous few months. 
Theoretically, based on the economy in the past few months, Coca-Cola will grow more in the 
future.  

2. Methodology 

2.1. Models 

In order to do the future evaluation, we have to figure out some numbers by using the two 
following financial models: 

2.1.1. Capital Asset Pricing Model (CAPM).  

The Capital Asset Pricing Model describes the relationship between the risk and the expected 
return of the stock. It is commonly used to derive the expected return of an asset, Coca-Cola's 
stock in this case. We used the CAPM 's result as our cost of equity for later evaluations. 
Moreover, CAPM formula can be used for beta calculation. 

The formula is as follows: 

𝐸[𝑅𝑖] = 𝑅𝑓 + 𝛽(𝐸[𝑅𝑚] − 𝑅𝑓) 

CAPM Assumptions. 

(1) Beta (β): Beta (β) of Coca-Cola's Company measures the stock's volatility compared to the 
market as a whole. The beta (β) of 0.55 is derived from a linear regression using the past five 
years monthly data. We regressed the Coca-Cola's stock excess returns (𝑅𝐾𝑂 − 𝑅𝑓)  on the 
excess returns of the Market (𝑅𝑚 − 𝑅𝑓) using Data Analysis Tools in Excel. The beta (β) is the 
slope of the regression line. We used the data of two historical periods, past five years and past 
6 to 10 years, to run linear regressions respectively, and we got two similar values of beta. The 
discrepancy between the two values is only 0.004, which cannot affect the following calculation 
significantly. The subtle difference indicates that the Coca-Cola’s stock return is quite stale over 
last ten years, which means the firm shows kind of maturity. 

(2) Coca-Cola's Past 5-year Monthly Stock Returns (𝑅𝐾𝑂): We downloaded the monthly Coca-
Cola's adjusted closing stock prices for the past five years from Yahoo Finance. Then we 
calculated the monthly rate of return by using the KO stock price of the previous month minus 
the stock price of the next month and divided by the stock price of the previous month. 

(3) Past 5-year Monthly Market Returns (𝑅𝑚): We considered the S&P 500 returns as the proxy 
of the market return. We downloaded the past 5-year monthly S&P 500 indexes from Yahoo 
Finance. As we calculated the difference between the S&P 500 indexes of two adjacent months, 
we divided the difference by the index of the previous month to get the monthly market rate of 
returns. 

(4) Past 5-year Monthly Risk-free Rate of Return (𝑅𝑓): In order to maintain the consistency, we 
used the monthly 5-Year US Treasury Yield as the risk-free rate. The horizon of the data is the 
past 5 years. 

(5) Past 5-year Monthly Coca-Cola's Stock Excess Returns (𝑅𝐾𝑂 − 𝑅𝑓): Coca-Cola’s stock excess 
returns refer to the spread between the past 5 year monthly Coca-Cola’s stock returns and the 
past 5 years monthly market returns. 

(6) Past 5-year Monthly Market Excess Returns (𝑅𝑚 − 𝑅𝑓): Market excess returns are calculated 
as same as the market risk premium. However, in this case we used the past date to do the 
calculation, which is the past market rate minus the past risk-free rate. 
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(7) Expected Market Rate of Return 𝐸[𝑅𝑚]: In order to be consistent with previous assumptions, 
the past 5 years' average S&P 500 return is assumed as the expected market rate of return, 
which is around 10.17%. We suppose that the past 5-year horizon can best reflect the current 
financial market conditions. 

(8) Risk-free Rate of Return (𝑅𝑓): In real-world, risk-free rate refers to a rate that investors are 
guaranteed to get if they invest in a debt issued by a stable government. Because of consistency, 
we used the yield on June 30th, 2020, on the 5-year US Treasury Bonds, which is approximately 
0.29%. 

(9) Market Risk Premium (𝐸[𝑅𝑚] − 𝑅𝑓): The market risk premium is defined as the spread 
between the market rate of return and the stock rate of return. Under our assumptions, the 
market risk premium is calculated to be 9.89%. 

2.1.2. Weighted Average Cost of Capital (WACC).  

WACC refers to a calculation of firm's cost of capital in which debt and equity are weighted 
proportionally. WACC can be used as the discount rate of the company's future cash flows. We 
got a WACC of 4.86% through calculation. 

𝑊𝐴𝐶𝐶 =
𝐸

𝑉
× 𝑅𝑒 +

𝐷

𝑉
× 𝑅𝑑 × (1 − 𝜏𝑐) 

= 
𝐸𝑞𝑢𝑖𝑡𝑦

𝐸𝑞𝑢𝑖𝑡𝑦+𝐷𝑒𝑏𝑡
× 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦 +

𝐷𝑒𝑏𝑡

𝐸𝑞𝑢𝑖𝑡𝑦+𝐷𝑒𝑏𝑡
× 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐷𝑒𝑏𝑡 × (1 − 𝐶𝑜𝑟𝑝𝑜𝑟𝑎𝑡𝑒 𝑇𝑎𝑥 𝑅𝑎𝑡𝑒) 

WACC Assumptions. 

(1) Debt: Debt includes short-term and long-term obligations, which are "Loans and Notes 
payable," "Current maturities of long-term debt," and "Long-term debt." We used the book value 
of debt in WACC calculation since the book value is more comfortable to obtain, and usually, 
there is no significant difference between book value and market value of debt. The total debt 
from the second quarter report is about $52.333 billion. 

(2) Equity: We used the market value of equity, which is the market capitalization of Coca-Cola 
on June 30th, 2020. The equity figure is around $191.90 billion. Coca-Cola is a mature firm that 
runs for years, and there is considerable growth in its market equity values over the years. Thus, 
we believe that it is more accurate to use the market value of equity to find WACC. 

(3) Total Book Value of Debt/Market Value of Equity (D/E ratio): For Coca-Cola's company 
overall, the D/E ratio is approximately 27.27%. 

(4) Cost of equity (𝑟𝐸) : According to the CAPM formula, we can get a cost of equity of 
approximately 5.73%. 

(5) Cost of debt (𝑟𝐷) : We estimated the cost of debt, approximately 0.524% quarterly, by 
dividing the total interest expense by the total debt in Q2 2020. We assumed that Coca-Cola’s 
debt condition would not change drastically in the future because the Coca-Cola Company has 
not published any news about issuing new bonds. Therefore, we got the annual cost of debt of 
2.09%. 

(6) Effective Tax Rate: The effective tax rate is obtained from the Q2 report of Coca-Cola in 2020, 
which is 19.90%. We used the three months ended tax rate since it is the most recent 
information we can get. Due to the COVID-19 epidemic, the US government has distributed a 
large number of subsidies. Thus, we predicted that the effective tax rate will not decrease in the 
future. 

2.2. Evaluation Methods 

2.2.1. The Discounted Free Cash Flow Model (DCF). 

The DCF model seeks to value the entire enterprise value by taking both shareholders and debt 
holders into consideration. We need to estimate the fair future cash flows of the Coca-Cola 
Company in order to figure out the expected current stock price. With this model, June 30, 2020, 
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is taken as the evaluation base date, and the forecast period is five years. The Cash flow of Coca-
Cola Group is analyzed and predicted by using the formula:  

𝐹𝐶𝐹𝐹 = 𝐸𝐵𝐼𝑇 × (1 − 𝑇𝑎𝑥 𝑅𝑎𝑡𝑒) + 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 

−𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠 − 𝐼𝑛𝑐𝑟𝑒𝑎𝑠𝑒 𝑖𝑛 𝑡ℎ𝑒 𝑁𝑒𝑡 𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 

The calculated FCFF from 2010 to 2020 is presented in the following context. 

Assumptions. 

1. Continuing Operations Assumptions 

2. In the next five years, the company will achieve a stable state, in accordance with the nominal 
growth rate of macroeconomic growth.  

3. Expenses will be calculated based on an average value of the past five years' data. 

4. The average tax rate in the last five years will be used as the next five years' tax rate. 

2.2.2. Company Comparable Valuation (Forward P/E Ratio). 

Globally, PepsiCo, Inc. has been the strongest and closest competitor of Coca Cola for years. The 
two brands compete in several categories, such as soda drinks, health and energy drinks and 
bottled water. Their competition is called the “Cola War” [9]. Moreover, Coca-Cola and PepsiCo 
share a large number of similarities. For example, both companies have acquired many other 
brands and have been running under similar business models [10]. As a result, we decided to 
consider PepsiCo as a comparable company, and we used the two corporations’ average P/E 
ratio to evaluate the stock price of Coca-Cola. Furthermore, it is believed that investors can use 
the industry median as a comparable factor. Coca-Cola belongs to the non-alcoholic beverage 
segment of the commercial beverage industry.  

We chose forward P/E instead of trailing P/E because it is commonly believed that the forward 
P/E ratio is meaningful. The forward P/E reflects people’s expectations towards the future to 
some extent. Investors usually care more about the future because it is full of uncertainty. The 
formula for calculating the forward P/E ratio is as follows: 

Forward P/E =
1

0

EPS

P
, where P0 = the current stock price, EPS1= next year earnings per share. 

3. Result 

3.1. CAPM&WACC Results 

Beta: 0.55 

Expected market rate: 10.17% 

Risk-free rate: 0.29% 

Market risk premium: 9.89% 

Debt: $52.333 billion 

Equity: $191.90 billion 

D/E ratio: 27.27% 

Cost of debt: 2.09% 

Cost of equity: 5.73% 

Effective Tax Rate: 19.90% 

WACC: 4.86% 

3.2. Future Free Cash Flow (FFCF) Forecast Results 

Table 1: FCFF in the next five years 
Year 2021 2022 2023 2024 2025 

FCFF ($ in millions) 5,603.26 5,904.42 6,207.23 6,509.33 6907.90 
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If the growth rate is 3.2%: The estimated present value of Coca-cola company is $360,688.49 
million, and the estimated stock price is $76.04. The Coca-cola company is undervalued. 

If the growth rate is 2.5%: The estimated present value of Coca-cola company is $260,076.04 
million, and the estimated stock price is $52.72. The Coca-cola company is undervalued. 

If the growth rate is 1.8%: The estimated present value of Coca-cola company is $205,495.43 
million, and the estimated stock price is $40.08. The Coca-cola company is overvalued. 

3.3. Company Comparable Evaluation Results 

Average P/E of PepsiCo and Coca-Cola as the Comparable: 

(1) Optimistic Scenario: Year 2020-2021 growth rate of EPS is 11.18%, P0 = $57.56 

(2) Neutral Scenario: Year 2020-2021 growth rate of EPS is 5.66%, P0 = $54.70 

(3) Pessimistic Scenario: Year 2020-2021 growth rate of EPS is 0.14%, P0 = $51.84 

Industry Median P/E as the Comparable P/E: 

(1) Optimistic Scenario: Year 2020-2021 growth rate of EPS is 11.18%, P0 = $58.41 

(2) Neutral Scenario: Year 2020-2021 growth rate of EPS is 5.66%, P0 = $55.51 

(3) Pessimistic Scenario: Year 2020-2021 growth rate of EPS is 0.14%, P0 = $52.61 

4. Discussion 

4.1. Dividend-Discount Model (DDM)  

The dividend-discount model is a commonly used model for a public company that pays 
dividends. However, we do not include DDM analysis in our analysis since the Coca-Cola 
Company does not pay dividends regularly.  

4.1.1. Discounted Free Cash Flow (DCF) Analysis [11-14] 

(1) EBIT. 

EBIT =Revenue -Costs of Goods Sold - SG&A and Other Operating Expenses 

 
Figure 4. Line Graph of Revenue, COGS, SG&A and Other Operating Expenses 

 

It can be seen from the Figure 4 that, over the past ten years, the revenue of the Coca-Cola 
Company has been fluctuating around 10,000 million and has shown a downward trend from 
2012 to 2020. After the epidemic, Coca-Cola's second-quarter 2020 financial report showed 
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that its revenue fell 28% compared with the same period of the previous year, but the most 
challenging second quarter of this year has passed, and Coca-Cola's global single-box sales 
rebounded. The sales of the soda category in the Chinese market grew by 14% in the second 
quarter. Among them, the Coca-Cola brand performed the best, and the sales of Coke Zero 
increased significantly. In the global market, the Chinese market is driving the whole market as 
an engine. In terms of company operations, Coca-Cola has also adopted strategies like business 
restructuring and layoffs to make adjustments for the crisis. Hence, we are optimistic about the 
future development of Coca-Cola and finally set the revenue growth rate to 8%. 

 
Figure 5. Line Graph of COGS as a percentage of Revenue 

 

The ratio of COGS to revenue fluctuates between 37.61% and 42.14%. As can be seen from the 
Figure 5, the line roughly shows an upward trend. After calculation, we set the annual growth 
rate of the ratio of COGS to revenue to be 2.28%. 

 

 
Figure 6. SG&A and Other Operating Expenses as a percentage of Revenue 
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(See Figure 6.) The ratio of SG&A and Other Operating Expenses to revenue fluctuates between 
30.15% and 41.29%. The fluctuation range is also small, and the average value is 34.37%. It can 
be seen from the figure that the ratio has shown a slow downward trend year by year, due to 
improving management. In the following corporate transformation, Coca-Cola will promote its 
e-commerce, increase online selling channels and increase brand digitization in order to cater 
to customers’ online shopping habits. Therefore, in the next few years, there is still room for 
SG&A and other Operating Expenses reduction. After calculation, we assume that the ratio of 
SG&A and Other Operating Expenses to revenue will decrease at a rate of 0.78% per year. 

(2) Capital Expenditure. 

 
Figure 7. Capital Expenditure/Revenue 

 

It can be seen from the graph that, from 2011Q2 to 2020Q2, the ratio of CAPEX/Revenue is 
gradually declining. 

 
Figure 8. Change Rate of CAPEX/Revenue 
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However, the change rate of the ratio in 2020Q2 is somewhat unusual, reaching an extremely 
low percentage of -27.49%. This proves that there are some problems (layoffs and business 
restructuring) in the operation of the Company by 2020. In order to ensure the accuracy and 
predictability of the assessment, it is necessary to eliminate the abnormal data. By averaging 
the change rate of CAPEX/Revenue ratio in 2011Q2-2019Q2, we adopt the percentage of -3.17% 
as the change rate of CAPEX/Revenue in the next five years.  

(3) Depreciation&Amortization. 

 
Figure 9. D&A as a percentage of CAPEX 

 

From the Figure 9 above, showing the ratio between DA and CAPEX, it was found that the ratio 
in 2020 Q2 is unusually high, while the rest of the data remains relatively steady. After 
eliminating the abnormal data, the ratio of DA/CAPEX will be the average of 2011 Q2-2019 Q2 
data, 77.84%. 

(4) Increase in Net Working Capital. 

 
Figure 10. Increase in Net Working Capital 
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It can be seen from Figure 10 that the value of an Increase in NWD fluctuates drastically up and 
down, and there is no noticeable trend. For the forecast of Increase in NWD, we take the average 
of the past ten years, which is $151.40 million. 

(5) Growth Rate and Other Information. 

In the report released by the United Nations in January 2020, global growth is likely to reach 
2.5 % in 2020, but it could slow to 1.8% in the face of a downturn [15]. 

Hence, we will probably set the growth rate at 3.2%, 2.5%, and 1.8% regarding the future 
scenario as for the perpetuity stage. If the vaccine is effective and the virus is contaminated 
successfully while other factors are being ceteris paribus such as the international relationship, 
especially between the US and China, we would estimate the growth rate being 3.2%. However, 
in contrast, if somehow the vaccine is ineffective or the virus mutates to out of control, or if the 
tension between two of the world's largest economies becomes stiffer, which would harm the 
global development, we would expect the growth rate to be 1.8%. If the current circumstance 
maintains, the global growth rate is therefore assumed as 2.5%. 

The average effective tax rate is 21.72% for the past ten years. According to previous 
calculations, WACC equals 4.86%. Next, use the FCFF two-stage model to calculate the valuation. 

As of June 30, 2020, the company's shares outstanding were 4,316 million shares, and the stock 
price is $47.69. 

4.2. P/E Ratio Analysis 

According to Yahoo Finance, the forward P/E ratio of PepsiCo on June 30th, 2020, was 25.63 
and the forward P/E ratio of Coca-Cola’s Company on the same date was 23.20 [16]. Therefore, 
the average P/E was approximately 24.42. 

 

 
Figure 11. Comparison of Coca-Cola’s P/E Ratio to PepsiCo, Avg value of them and industry 

value 

 

Coca-Cola’s earning per share (EPS) for the trailing twelve months ended June 30, 2020, was 
$2.12 [17]. In addition, by analyzing Coca-Cola’s historical earning per share (EPS) information, 
we came up with three EPS growth rates corresponding to three scenarios mentioned before 
[18]. We used the average EPS growth rate in the second quarter from 2015 to 2020, which 
contains the year that the COVID-19 prevails, as a prediction for the 2021 growth rate under 
the pessimistic condition. As for the optimistic scenario, we considered the average EPS growth 
rate from 2014 to 2019 as the 2021 EPS growth rate. We used the middle value of the two 
growth rates under the other two scenarios regarding the neutral scenario.  

Optimistic Scenario: Year 2020-2021 growth rate of EPS is 11.18% 

24.42 =
𝑃0

$2.12 × (1 + 0.1118)
, 𝑃0 ≈ $57.56 2.1.1 
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Neutral Scenario: Year 2020-2021 growth rate of EPS is 5.66% 

24.42 =
𝑃0

$2.12 × (1 + 0.0566)
, 𝑃0 ≈ $54.70 2.1.2 

Pessimistic Scenario: Year 2020-2021 growth rate of EPS is 0.14% 

24.42 =
𝑃0

$2.12 × (1 + 0.0014)
, 𝑃0 ≈ $51.84 2.1.3 

The second quarter P/E ratio of the non-alcoholic beverage industry was 24.78 [19]. If we use 
the industry P/E instead of the two companies' average P/E, the results are as follows: 

Optimistic Scenario: Year 2020-2021 growth rate of EPS is 11.18% 

24.78 =
𝑃0

$2.12 × (1 + 0.1118)
, 𝑃0 ≈ $58.41 2.2.1 

Neutral Scenario: Year 2020-2021 growth rate of EPS is 5.66% 

24.78 =
𝑃0

$2.12 × (1 + 0.9566)
, 𝑃0 ≈ $55.51 2.2.2 

Pessimistic Scenario: Year 2020-2021 growth rate of EPS is 0.14% 

24.78 =
𝑃0

$2.12 × (1 + 0.0014)
, 𝑃0 ≈ $52.61 2.2.3 

The adjusted closing price of Coca-Cola’s stock was $47.69 on June 30, 2020 [20]. Through the 
company comparable evaluation method, we found that under all scenarios, the expected 
current stock prices are greater than the actual price, which is $47.69. Overall, we can conclude 
that the stock price of Coca-Cola is undervalued. 

4.3. Disclosure 

Given that our analysis is based on certain assumptions, in some cases, our analysis may be 
inaccurate. We would list some possible problems that may lead to conflicts in the following 
paragraphs.  

Firstly, we used the market value of equity when calculating the D/E ratio. If the market value 
of equity suddenly changes significantly due to some reasons, the D/E ratio will change so that 
our WACC will change. Thus, both the DCF analysis and Company Comparable Analysis can be 
affected.  

Secondly, we assumed some historical trends would remain unchanged while doing the free 
cash flow forecasting. For instance, we assumed that SG&A and Other Operating Expenses as a 
percentage of Revenue would continue to go down in five years, which can be the absolutely 
opposite in the future. 

Thirdly, we assumed that PepsiCo is the strongest competitor to Coca-Cola. If PepsiCo loses a 
large part of its market share globally, we will not be supposed to take the two firms' average 
P/E ratio as the comparable parameter. In this case, Coca-Cola's stock price evaluation may be 
incorrect. 

5. Conclusion 

The team has analyzed the Coca-Cola Company by using mainly two evaluation ideologies, 
which are DCF (discounted cash flow model) and the competitor analysis, respectively, and a 
multiple of models that help with the building of prerequisites of the two measurements. First, 
by using CAPM (Capital Asset Pricing Model), the team obtained the expected return of the 
share of Coca-Cola, which was subsequently used as our cost of equity and for beta calculation. 
Secondly, by using WACC (Weighted Average Cost of Capital) calculation, the team discovered 
that the discount rate of Coca-Cola’s future cash flows is around 4.86%. Since then, the team has 
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got enough data and information to proceed with our analysis. Fortunately, the team was able 
to conclude a potential growth of the company’s market value through either analysis, which 
means that it is relatively trust-worthy to conclude that Coca-Cola will be very likely to 
experience growth in the future, as the company is currently being undervalued. Nevertheless, 
the exact figures of growth rely on the future scenario as for the perpetuity stage. Based on the 
DCF, the growth rates are set to be 3.2%, 2.5%, and 1.8%, respectively, regarding the future 
spreading and contamination of the virus and the international relationship. Whereas, the 
growth rate of EPS, rudimentary to the competitor analysis with the aids of comparing different 
P/E ratios, is 11.18%, 5.66% and 0.14% respectively to different future circumstances.  

Overall, the team believes that the Coca-Cola Company’s current stock price is undervalued and 
may have a potential to growth in the future. Coca-Cola stocks are worth being invested in. 

References 

[1] Jennifer Kaplan (24 April 2018). Coca-Cola's Focus on Healthier Drinks Pays Off. [ONLINE] Available 
at: https:// www. google. co.uk/ amp/ s/ www. bloomberg. com/amp/news/articles/2018-04-24/ 
coca-cola-s-focus-on-healthier-drinks-pays-off-with-profit-beat. [Last Accessed 15 August 2020]. 

[2] Emma Bedford (1 July 2020). Coca-Cola Company's market share in the US 2004-2018. [ONLINE] 
Available at: https:// www. statista. com/ statistics/ 225388/ us-market-share-of-the-coca-cola-
company -since-2004/. [Last Accessed 15 August 2020]. 

[3] The Coca-Cola Company (2020). . [ONLINE] Available at: https://www.coca-colacompany. com/ 
brands. [Last Accessed 10 August 2020]. 

[4] Jecinta Morgan (20 March 2018). Difference Between Growth and Dividend . [ONLINE] Available at: 
http://www.differencebetween.net/business/difference-between-growth-and-dividend/. [Last 
Accessed 20 August 2020]. 

[5] (July 2013). Annual per capita consumption of Coca-Cola Company's beverage products from 1991 
to 2012, by country. [ONLINE] Available at: https://www.statista.com/statistics/271156/per-
capita-consumption-of-soft-drinks-of-the-coca-cola-company-by-country/. [Last Accessed 20 
August 2020]. 

[6] David Silver (9 August 2012). Preparing For Coca-Cola's Split. [ONLINE] Available at: https:// 
www.google.com/amp/s/seekingalpha.com/amp/article/795491-preparing-for-coca-colas-split. 
[Last Accessed 20 August 2020]. 

[7] REUTERS (15 March 2020). Federal Reserve Statement - lowering federal funds rate to 0 to .25%. 
[ONLINE] Available at: https:// www. google. com/ amp/ s/ mobile. reuters. com/ article/ amp/ 
idUSKBN2121A0. [Last Accessed 22 August 2020]. 

[8] CONSCIOUS CAPITAL (1 August 2020). MONTHLY MARKET INSIGHTS. [ONLINE] Available at: 
https:// www. google. com/ amp/ s/ www. washingtonpost. com/ business/ 2020/06/08/stocks-
market-today-nasdaq-economy/%3foutputType=amp. [Last Accessed 25 August 2020]. 

[9] Abhijeet Pratap (5 May 2018). Competitors of Coca Cola Company. [ONLINE] Available at: https:// 
notesmatic.com/competitors-of-coca-cola-company/. [Last Accessed 10 August 2020]. 

[10] INVESTOPEDIA (5 May 2020). Coca-Cola vs. Pepsi's Business Models: What's the Difference?. 
[ONLINE] Available at: https://www.investopedia.com/articles/markets/081415/comparing-
cocacola-and-pepsis-business-models.asp. [Last Accessed 13 August 2020]. 

[11] macrotrends (2020). Coca-Cola Balance Sheet 2005-2020 | KO. [ONLINE] Available at: https:// 
www. macrotrends. net/ stocks/ charts/ KO/ coca-cola/ balance-sheet?freq=Q. [Last Accessed 13 
August 2020]. 

[12] macrotrends (2020). Coca-Cola Income Statement 2005-2020 | KO. [ONLINE] Available at: https:// 
www.macrotrends.net/stocks/charts/KO/coca-cola/income-statement?freq=Q. [Last Accessed 13 
August 2020]. 



Volume 1 Issue 11, 2020 

DOI: 10.6981/FEM.202011_1(11).0029 

220 

Frontiers in Economics and Management 

ISSN: 2692-7608 

[13] macrotrends (2020). Coca-Cola Cash Flow Statement 2005-2020 | KO. [ONLINE] Available at: 
https:// www.macrotrends.net/ stocks/ charts/ KO/ coca-cola/ cash-flow-statement?freq=Q. [Last 
Accessed 23 August 2020]. 

[14] YCHARTS (2020). Coca-Cola. [ONLINE] Available at: https://ycharts.com/companies/KO. [Last 
Accessed 25 August 2020]. 

[15] United Nations (2020). Department of Economic and Social Affairs. [ONLINE] Available at: https:// 
www. un. org/ development/ desa/ dpad/ publication/ world -economic -situation -and-prospects-
2020/. [Last Accessed 13 August 2020]. 

[16] YAHOO FINANCE (2020). PEP - PepsiCo, Inc. . [ONLINE] Available at: https://finance. yahoo. com/ 
quote/PEP/key-statistics?p=PEP. [Last Accessed 10 August 2020]. 

[17] macrotrends (2020). Coca-Cola EPS - Earnings per Share 2006-2020 | KO. [ONLINE] Available at: 
https:// www. macrotrends. net/ stocks/ charts/ KO/ coca-cola/ eps -earnings -per -share -diluted. 
[Last Accessed 13 August 2020]. 

[18] macrotrends (2020). Coca-Cola Income Statement 2005-2020 | KO. [ONLINE] Available at: https:// 
www.macrotrends.net/stocks/charts/KO/coca-cola/income-statement?freq=Q. [Last Accessed 13 
August 2020]. 

[19] (2020). Nonalcoholic Beverages Industry. [ONLINE] Available at: https://csimarket. com/ 
Industry/industry_valuation_ttm.php?pe&ind=502. [Last Accessed 13 August 2020]. 

[20] YAHOO FINANCE (2020). KO - The Coca-Cola Company. [ONLINE] Available at: https://finance. 
yahoo.com/quote/KO/history?p=KO. [Last Accessed 13 August 2020]. 


