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Consumer Products 
A gradual return to normalcy 

What’s changed? 
Demand for consumer staples is reversing. Packaged food, household products, 
and personal care companies’ revenue growth is declining as companies lap 
outsized results from increased consumption and pantry loading. At-home food 
consumption remains above pre-pandemic levels but will continue to moderate as 
food away from home returns. Ratings and outlooks remain stable given significant 
leverage reduction that occurred largely because of EBITDA growth. 

Durables, apparel, cosmetics, and food service distribution recovered quickly. 
These discretionary sectors were disrupted during the pandemic because of plant, 
retail, and restaurant closures. We have reversed negative rating actions we took 
last year, given the quicker-than-expected recovery driven by demand for home-
related goods and the economic reopening. 

New consumer behaviors are likely to stick beyond the pandemic. Consumers 
chose brands they trusted, increased e-commerce purchases, adopted more pets, 
worked at home, ate at home, invested in their homes, focused on health and 
wellness, and allowed themselves to snack and indulge in premium products. We 
believe many of these behaviors will remain, with variation by region, category, and 
channel.  

How is recovery taking shape? 
Consumer staples are up against tough comparisons. These companies 
experienced outsized demand during the height of the pandemic. Revenue in 2021 
will be higher than 2019 but lower than 2020 as companies lap extraordinary 
quarters. In 2022, we expect organic growth to return to at least 1%-3%. 

Recovery for consumer discretionary products exceeded our expectations. 
During the second half of 2020, consumer durables experienced substantial growth 
because of increased spending on home goods. We believe growth will moderate in 
the second half of 2021 into 2022. In apparel and cosmetics, we expect continued 
recovery in 2021 and 2022 as consumer mobility increases.  

What are the key risks around the baseline? 
Input, labor, freight, and transportation costs are higher. Historically, companies 
have been able to offset inflation with pricing actions and/or productivity initiatives. 
However, pricing actions and supply chain disruptions could result in lower demand 
or loss of market share to private label. The inability to offset inflation, coupled with 
lower demand than in 2020, could hurt profitability.  

Coronavirus variants could emerge. While we believe a broad-based lockdown is 
unlikely, localized outbreaks could dampen recent positive trends for consumer 
discretionary companies and away-from-home consumption, but benefit staples. 

Aggressive financial policies could pressure credit measures. During the height of 
the pandemic, many companies focused on enhancing liquidity. Since then, 
consumer staples issuers have resumed mergers and acquisitions (M&A) and 
shareholder returns. We believe the risk that the extra liquidity could be used for 
M&A is modest because we expect most issuers to focus internally after a 
challenging 2020, and for transactions to be small.    
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Ratings Statistics (YTD) 

 IG SG All 
Ratings 46 128 174 

Downgrades 0 6 6 

Upgrades 0 16 16 

Ratings data as of end-June, 2021 
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Consumer Staples 

Estimated Recovery To 2019 
Credit Metrics 

No decline 

Potential Negative Long-Term 
Industry Disruption 

-- 

2020 v. 2019 
Revenue 
Decline 

EBITDA 
Decline 

Incremental 
Borrowings 

No decline No decline No increase 

2021 Estimates v. 2019 
Revenue Decline EBITDA Decline 

≥2019 ≥2019 

 
Consumer Discretionary 

Estimated Recovery To 2019 
Credit Metrics 

2022 

Potential Negative Long-Term 
Industry Disruption 

-- 

2020 v. 2019 
Revenue 
Decline 

EBITDA 
Decline 

Incremental 
Borrowings 

10% to 15% 15% to 25% 5% to 10% 

2021 Estimates v. 2019 
Revenue Decline EBITDA Decline 

0% to 20% 0% to 20%  

 

 

27%

17%

24%

61%

78%

66%

13%

4%

10%

0% 20% 40% 60% 80% 100%

Negative Stable Positive

Investment Grade

All 
 

Speculative Grade 


	Consumer Products
	A gradual return to normalcy

