
 
Initiating Coverage: 

Keurig Dr Pepper Inc. ($KDP) 
Bottling Energy, Brewing Opportunity 
 
Key Take-away: KDP is riding high-growth categories like energy and fitness 
beverages and showing initial stabilization trends in its coffee business. Its distribution 
network, brand strength, and size have enabled it to coast on cost pressures and capture 
expansion, supporting our $38.00 price target and overweight rating. 

 
KDP Expands Energy Portfolio: KDP acquired 60% of GHOST in Dec 2024 for 
$999M and began full distribution in the US in March 2025, with the remaining 40% 
was to be purchased in 2028. The acquisition is in line with KDP's strategy of 
supplementing strategic investments with its distribution scale to grow as well as gain 
access to a younger lifestyle-driven consumer base. It also monitors the continued 
expansion of what they've accomplished with Nutrabolt (C4), highlighting a trend 
toward the high-growth fitness-oriented energy drink category that continues to outpace 
overall beverage growth. 
 
Coffee Finds Its Footing: U.S. Coffee has been one of KDP's lower-performing units 
over the last few quarters but stabilization is beginning to emerge. Revenue fell 3.7% 
year over year during Q1 2025, driven mainly by weaker brewer shipments and a 12% 
decrease in appliance sales. Brewer demand has collapsed, yet consumable K-Cup pod 
margins and sales have held up relatively well. This hints at some resilience in the core 
coffee business amid continued pressure. 
 
 
 
Valuation: We initiate coverage with a $38.00 PT. 

 
 
 

 
 
 
 

 
 

 
 
 

 
 
 
 
 
 

 

Stock Rating:        Overweight 
 
Price Target:                 $38.00 
 
 
 
Price:                                         $33.24  
 
Potential Upside/Downside:    14.29% 
 
Ticker:                                        $KDP 
 
 

 
Consumer Coverage Team 
 
Analyst 
Leo Wang 
Wake Forest University 
wanglh24@wfu.edu 
 

Consortium Research Group 
 Consumer 

July  13th, 2025 
 

 

 

 $60.00

 $80.00

 $100.00

 $120.00

Jun
-24 Aug

…

Oct-
24 Dec…

Feb
-25

Apr-
25

1 Year History



 
Company Overview 
 
Company Description: Keurig Dr Pepper is one of North America's largest beverage companies with well-
respected brands like Dr Pepper, Canada Dry, and Snapple, and running Keurig single-serve coffee in millions 
of American homes. 

 
A Diversified Portfolio: KDP's stability comes from the tremendous diversity of its product portfolio. KDP is 
present in almost every major beverage category, from sodas to energy drinks to single-serve coffee. The 
company also owns stakes in a range of fast-growing brands like GHOST and Nutrabolt, which gives it weight 
in a new and faster-growing part of the beverage space. 
 
National Reach and Scale: In addition to its iconic brands, KDP uses its national distribution reach to drive 
sales of numerous partner products. Its scale allows newer, smaller brands like GHOST and C4 to be on the 
shelves throughout the nation without establishing the infrastructure themselves. This not only places KDP with 
a more significant presence with retailers but makes it an ideal platform to help upstart brands scale. 
 
Industry Overview  
 
Growing Energy/Fitness Drink Demand: Rising interest continues among the newer generations for energy 
and fitness-focused drinks. Brands like CELSIUS, Alani, and GHOST have rapidly captured market share by 
positioning themselves as upgraded, performance-based options to conventional sodas. This trend has favored 
the brands that can capitalize quickly through M&A or distribution partnerships to access exposure to these 
high-growth segments without having to develop the brands themselves from ground up. 
 
Post-Covid Normalization For Coffee: The home coffee industry had unprecedented growth during the 
COVID pandemic as customers transitioned out of cafes to home brewers purchases. This created surge demand 
worth millions of new customers. The market has since, however, begun to normalize with brewer and 
appliance sales tapering off while K-Cup pod sales have plateaued relatively. Future growth for companies like 
KDP will come from maintaining their strongly developed brands and leveraging their larger market share to 
cushion short-term volatility. 
 
Inflation and Rising Cost Pressures: Rising input costs have been a persistent issue for beverage 
manufacturers over the past two years, with aluminum cans, PET bottles, coffee beans, and transportation all 
rising in price. Most companies have employed price increases widely to protect profitability and defend 
margins, but inflation fatigue is beginning to emerge as consumers become less willing to accept additional 
price rises. While smaller players with less brand identification or scale tend to find it difficult to pass along 
costs without sacrificing volume, bigger ones such as KDP are in a better situation with greater brand 
recognition and distribution to hold price competitive while keeping consistent volume. 
 
 
 
 
 
 
 
 
 
 



 
Peer Comparisons  
 

 
 

Source: CapIQ 
 
Investment Theses 

Expansion into High-Growth Energy & Fitness Beverages: KDP's investment in GHOST and C4 
collaboration positioned the company to receive exposure and benefit from the potential upside in one of the 
fastest-growing, hottest beverage categories. Energy and fitness drinks have grown significantly in recent years 
as a result of strong consumer demand for performance and wellness. With its national distribution footprint, 
KDP can scale such brands quickly, secure more favorable shelf space, and expand into new flavors and form-
types.  

Margin Resilience Through Scale: The scale, portfolio, and route-to-market leadership of KDP position it to 
manage commodity and packaging cost fluctuations effectively. The firm has shown it can price selectively 
without losing significant volume, particularly in its largest category, U.S. Refreshment Beverages. This pricing 
flexibility, combined with its ability to spread fixed costs over a large portfolio, supports margin resilience even 
in inflationary periods. When cost pressures ease, KDP’s operating leverage could further enhance profitability, 
providing a strong foundation for reinvestment in high-growth categories and shareholder returns. 

 



 
Price Target & Valuation 

Our analysis gives ($KDP) a price target of $38.00 and an overweight 
rating.  

 
 
Potential Downsides to Our Rating  
 
 

Slower Coffee Recovery: If demand for brewers lags and K-Cup 
volumes fail to stabilize, U.S. Coffee will continue to be a significant 
drag on KDP's performance. Further volume decline would offset 
growth elsewhere, leading to lower operating leverage and margin 
pressures. This scenario would bring earnings down and limit KDP's 
ability to fund growth opportunities. 
 
Energy Drink Slowdown: GHOST, C4, and other fitness drinks are a 
key component of our current growth projection for KDP. Sales will 
suffer if customers' preferences shift against energy products or 
competitive pressures from comparable players like Celsius and 
Monster increase. Underperformance in this segment would limit the 
company's exposure to the higher-growth, higher-margin offerings and 
reduce overall revenue momentum. 
 
Persistent Cost Pressures: If freight charges and coffee beans, PET, 
and aluminum continue to be expensive for a few quarters, price action 
would not be sufficient to rescue margins entirely. Sustained inflation 
would also increase consumer price sensitivity, with volume decline in 
the largest segment of KDP, U.S. Refreshment Beverages, limiting the 
flexibility of the company to spend money on marketing and 
innovation. 
 
 
 

 
 
 
 
Our Price Target:                                  $38.00 
Our price target is based on steady growth 
led by gains in U.S. Refreshment Beverages 
and a gradual stabilization of U.S. Coffee. 
We expect energy and functional beverages, 
especially GHOST and C4, to remain a 
meaningful driver of growth through KDP’s 
distribution network. 
 
Our Upside Case:                                 $48.00    
Our upside case assumes stronger growth in 
energy beverages with faster scaling of 
fitness-oriented products such as GHOST & 
C4. It also assumes U.S. Coffee recovers 
faster, aided by increased brewer demand and 
pod volumes. Commodity costs also trend 
lower, giving room for margin expansion and 
stronger EPS growth. 
 
Our Downside Case:                             $26.00 
Our downside case assumes declining 
performance for the U.S. Coffee segment, 
with brewer sales and pod volumes both 
falling. Energy drink growth weakens as 
competition intensifies, and input costs for 
aluminum, PET, and coffee remain high. 
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About $KDP 

 
Keurig Dr Pepper Inc. ($KDP), formed in 2018 through the merger of Keurig Green Mountain and Dr Pepper 
Snapple Group, operates as a leading beverage company in North America. The company markets a broad range 
of hot and cold drinks, including iconic brands like Dr Pepper, Canada Dry, Snapple, and Green Mountain 
Coffee, along with partner brands in the single-serve coffee category. Its three segments, U.S. Refreshment 
Beverages, U.S. Coffee, and International, are supported by an extensive distribution network that spans the 
United States, Canada, and Mexico. KDP’s strategy focuses on growing its diverse portfolio, expanding into 
high-growth beverage categories, and leveraging its scale to drive profitability. 
 
Disclosures & Ratings 
 
Consortium Equity Research does not hold any professional relationships with any reported equities. 
Overweight means the analyst team believes the stock price will outperform the coverage industry benchmark 
(TMT, Healthcare, Industrial, Consumer, FIG, Energy & Sustainability) in the next 6-12 months. Equal Weight 
means the team expects performance in line with the industry benchmark. Underweight means the team 
expects underperformance relative to the industry benchmark. 
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