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Sometimes, earnings season provides clarity to the economic outlook. Sometimes, it does

not. This earnings season is a bit of both. A confused and confusing U.S. consumer is

one of the more obvious topics of conversation. And it is a story of back to normal with

a side dispersion in execution.

To say the corporate commentaries about the U.S. consumer and its outlook have been

rather varied would be an understatement. There is a little bit of everything for

everyone. Want to see a slowing of the U.S. consumer? Look at McDonald’s and Starbucks.

Looking for resilience? Chipotle, Domino’s Pizza and Taco Bell.

Understanding the dynamics of the U.S. consumer is probably the single most important

part of analyzing the U.S. economy. If the consumer is fine, the U.S. economy is fine.

McDonald’s Earnings Conference CallMcDonald’s Earnings Conference Call

Starbucks Earnings Conference CallStarbucks Earnings Conference Call

If these were the only two data points, it would be reasonable to assume the consumer

was in trouble. But these are not the only two data points. Both Starbucks and

McDonald’s raised prices significantly, and consumers are finding other places to spend.

There is no shortage of places to get a cup of coffee. McDonald’s is not known for its

elegant, elevated burger experience. It is highly questionable whether this is a

consumer spending issue or something less sinister to the economy and more company-

specific.
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Yum! Brands Earnings Conference CallYum! Brands Earnings Conference Call

 

Domino’s Earnings Conference CallDomino’s Earnings Conference Call

Chipotle Earnings Conference CallChipotle Earnings Conference Call

 

To be clear, the picture is never perfect—and when coffee and burgers are struggling,

eyebrows should be raised. But in the battle between burgers and burritos, burritos are

winning. Pricing? Not much. Traffic? Plenty. Given the commentary from McDonald’s, this

is a touch surprising. In the past, Taco Bell and McDonald’s have had similar “value

propositions.” McDonald’s sounded rather downbeat on the consumer. Yum! Brands talked

about accelerating comparable sales. Confused yet? Domino’s called out better sales

results due—in part—to being an early mover on price. And that is important. The

consumer has been more price-sensitive over the past few quarters. If you did not get

your pricing in early, you might not be able to get it in at all.

McDonald’s Earnings Conference CallMcDonald’s Earnings Conference Call
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Kraft Heinz Earnings PresentationKraft Heinz Earnings Presentation

  

Coca-Cola Earnings Conference CallCoca-Cola Earnings Conference Call

 

It is the pricing side of the equation that is notable. Domino’s and Taco Bell talked

about maintaining their value-oriented propositions. Meanwhile, that is only now

entering the formula for McDonald’s. After getting the margins back to normal,

normalizing the pricing equation is now entering into the “go-forward” mentality. That

is a primary differential between the winners and the losers this earnings season. Those

that took their price early and were early to moderate are winning.
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From Coca-Cola to Kraft Heinz, the pricing side of the revenue equation is fading. Kraft

already has its anticipated pricing in the system for the year. Coca-Cola made it clear

that the bump in pricing was only due to a handful of countries with hyperinflation, and

the remainder will fade. Simply, price was your friend. Now, the relationship is getting

rocky.

Yum! Brands Earnings Conference CallYum! Brands Earnings Conference Call

Starbucks Earnings Conference CallStarbucks Earnings Conference Call

 

Almost as a throwaway, Yum! said the quiet thing out loud. AI is all about the data, and

the more data, the better. There is a tremendous amount of ink spilled about which chips

are the best and the tech exposures and winners. But there are other winners, too. Those

with the data to improve their business models are going to be beneficiaries. Not to

mention, the dynamic pricing of a latte will be fun to see.

Never ignore the totality of earnings. There is always much to learn. But sometimes, it

takes a bit of digging.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related BlogsRelated Blogs

+ More of the Same

+ Between the Lines

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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