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Welcome to the second installment of our new blog series, “Navigating Earnings Season.”

In this series, I dive into the world of earnings reports from major companies, spanning

giants like JP Morgan and Pepsi, as well as niche players in various sectors. As the

earnings season unfolds, these corporate outlooks offer real-world insights that often

contrast sharply with the uncertainty emanating from the Federal Open Market Committee

(FOMC).

Not long ago, price over volume—PoV—was rampant. Every earnings season was a sort of

race for pricing power and a lack of care for losing volume. And it spanned everything

from toilet paper and soft drinks to potato chips and candy. The commentaries on

earnings calls were nearly identical, “We raised prices by x, and only lost y in

volume.” Critically, price increases were radically outpacing the losses in volumes.

Simply, it was good for business. After all, the revenue equation for the cohort is

straight-forward: price multiplied by volume = revenue.

 

Source: PepsiCo (emphasis added).

That calculus no longer applies. The pricing power of the post-Covid, post-Ukraine era

is gone. Volumes matter again.

The evolution of PoV should not be dismissed. While PoV was powerful and felt widely by

U.S. consumers, the other side of PoV is not so easily spotted. But the consequences

could be as meaningful. Prices are not going to “go back” to where they were in the pre-

Covid era. That is important. The “P” in PoV is going to be stable. The revenue equation

is now reliant on the “V.” Getting to a positive “V” requires effort in the form of

marketing dollars.

Source: Pepsi.

And that makes for some oddities moving forward. There was a brief period when it looked

as though winners would be the those that aggressively raised prices themselves. The

argument was along the lines of “They raised prices, those prices will hold, volumes
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will slowly come back, input costs will normalize, margins will expand, and that will

flow to the bottom line.” Call it Price and Margin. That is not wrong. But it is not the

entire story either.

Source: Pepsi (emphasis added).

As it turns out, the winners from the death of PoV are a much larger swath of companies.

The extra dollars from the period of extraordinary pricing power are now required to

earn back those lost volumes. Volumes do not magically reappear. It takes “brand

investment” which is earnings call speak for “marketing spend.”

The real evolution of PoV was not Price and Margin (PAM). It was Price and Marketing.

That leads to an entirely different set of winners—The Mad Metas. The giant platforms

with reach and influence around consumers. Those are the beneficiaries of the race to

find volumes.

Taking a step back, The Mad Metas did not do well during the PoV era. There was no

competition for volumes, and therefore little need to invest in their brand. Raising

prices and sacrificing volumes is not something to plaster across social media. But, as

PoV began to fade, their time arrived.

Source: Meta Platforms (emphasis added).

The question that matters is “What comes next?” The Mad Metas are already pouring money

into building out their AI capabilities. That is already here. Could it be the “Big Data

Bid” as companies search for ever better inputs for their AI programs? Or the “Kiosk

Kings” as labor becomes expensive or unavailable and kiosks improve margins while

alleviating chokepoints? Who knows. But the evolution of PoV to PAM to The Mad Metas is

not something to be ignored.  

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.
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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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