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KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Forward-Looking Statements & Non-GAAP Measures

¢Ƙƛǎ ǇǊŜǎŜƴǘŀǘƛƻƴ ŎƻƴǘŀƛƴǎΣ ƻǊ ƛƴŎƻǊǇƻǊŀǘŜǎ ōȅ ǊŜŦŜǊŜƴŎŜΣ άŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέ ǿƛǘƘ ǇǊƻƧŜŎǘƛƻƴǎ ŎƻƴŎŜǊƴƛƴƎΣ ŀƳƻƴƎ ƻǘƘŜǊ ǘƘƛƴƎǎΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
Ǝƭƻōŀƭ ƎǊƻǿǘƘ ŀƴŘ ŜŦŦƛŎƛŜƴŎȅ ǇǊƻƎǊŀƳ όtǊƻƧŜŎǘ YύΣ ǘƘŜ ƛƴǘŜƎǊŀǘƛƻƴ ƻŦ ŀŎǉǳƛǊŜŘ ōǳǎƛƴŜǎǎŜǎΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎǘǊŀǘŜƎȅΣ ȊŜǊƻ-based budƎŜǘƛƴƎΣ ŀƴŘ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
sales, earnings, margin, operating profit, costs and expenditures, interest expense, tax rate, capital expenditure, dividends, cash flow, debt reduction, share 
repurchases, costs, charges, rates of return, brand building, ROIC, working capital, growth, new products, innovation, cost reduction projects, workforce 
reductions, savings, and competitive pressures.  Forward-looking statements include predictions of future results or activities and may contain the words 
άŜȄǇŜŎǘǎΣέ άōŜƭƛŜǾŜǎΣέ άǎƘƻǳƭŘΣέ άǿƛƭƭΣέ άŀƴǘƛŎƛǇŀǘŜǎΣέ άǇǊƻƧŜŎǘǎΣέ άŜǎǘƛƳŀǘŜǎΣέ  άƛƳǇƭƛŜǎΣέ άŎŀƴΣέ ƻǊ ǿƻǊŘǎ ƻǊ ǇƘǊŀǎŜǎ ƻŦ ǎƛmilar meaning.

¢ƘŜ /ƻƳǇŀƴȅΩǎ ŀŎǘǳŀƭ ǊŜǎǳƭǘǎ ƻǊ ŀŎǘƛǾƛǘƛŜǎ Ƴŀȅ ŘƛŦŦŜǊ ƳŀǘŜǊƛŀƭƭȅ ŦǊƻƳ ǘƘŜǎŜ ǇǊŜŘƛŎǘƛƻƴǎΦ  ¢ƘŜ /ƻƳǇŀƴȅΩǎ ŦǳǘǳǊŜ ǊŜǎǳƭǘǎ ŎƻǳƭŘ ŀƭǎƻ ōŜ ŀŦŦŜŎǘŜŘ ōȅ ŀ ǾŀǊƛŜǘȅ 
of factors, including the ability to implement Project K (including the exit from its Direct Story Delivery system) as planned, whether the expected amount of 
costs associated with Project K will differ from forecasts, whether the Company will be able to realize the anticipated benefits from Project K in the amounts 
and times expected, the ability to realize the benefits from our implementation of a more formal Revenue Growth Management discipline, the ability to 
realize the anticipated benefits and synergies from the acquisitions in the amounts and at the times expected, the impact of competitive conditions; the 
effectiveness of pricing, advertising, and promotional programs; the success of innovation, renovation and new product introductions; the recoverability of 
the carrying value of goodwill and other intangibles; the success of productivity improvements and business transitions; commodity and energy prices; 
transportation costs; labor costs; disruptions or inefficiencies in supply chain; the availability of and interest rates on short-term and long-term financing; 
actual market performance of benefit plan trust investments; the levels of spending on systems initiatives, properties, businessopportunities, integration of 
acquired businesses, and other general and administrative costs; changes in consumer behavior and preferences; the effect of U.S. and foreign economic 
conditions on items such as interest rates, statutory tax rates, currency conversion and availability; legal and regulatory factors including changes in food 
safety, advertising and labeling laws and regulations; the ultimate impact of product recalls; business disruption or other losses from war, terrorist acts or 
political unrest; and other items.  

Forward-looking statements speak only as of the date they were made, and the Company undertakes no obligation to update them publicly.

¢Ƙƛǎ ǇǊŜǎŜƴǘŀǘƛƻƴ ƛƴŎƭǳŘŜǎ ƴƻƴπD!!t ŦƛƴŀƴŎƛŀƭ ƳŜŀǎǳǊŜǎΦPlease refer to the earnings press release, which is available on the Investor Relations page on 
ǘƘŜ /ƻƳǇŀƴȅΩǎ ǿŜōǎƛǘŜΣ www.Kelloggcompany.com, for a ǊŜŎƻƴŎƛƭƛŀǘƛƻƴ ƻŦ ǘƘŜǎŜ ƴƻƴπD!!t ŦƛƴŀƴŎƛŀƭ ƳŜŀǎǳǊŜǎ ǘƻ ǘƘŜ Ƴƻǎǘ ŘƛǊŜŎǘƭȅ ŎƻƳǇŀǊŀōƭŜ D!!t 
financial measures.  Management believes that the use of such non-GAAP measures assists investors in understanding the underlying operating 
performance of the company and its segments.  
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Making Good Progress

3

üLƴǾŜǎǘƛƴƎ ƛƴ ά5ŜǇƭƻȅ CƻǊ DǊƻǿǘƘέ
Å Brand Building up strongly, Q3 & YTD
Å Ramping up distribution for single-serve
Å Investing in key capabilities

ü Improving Top-Line Growth
Å Organic net sales growth, Q3 & YTD
Å Despite DSD impact and shipment timing
Å Improved consumption trends

ü Shaping a Growth Portfolio

Å .ƛƎ ōǊŀƴŘǎ ŀƴŘ άŎƘŀƭƭŜƴƎŜǊ ōǊŀƴŘǎέ ƛƴ ƎǊƻǿǘƘ
Å Post-DSD U.S. Snacks consumption improvement
Å Frozen Foods momentum
Å Emerging markets growth acceleration
Å Stabilized core international RTEC

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Q3 Highlights

4

Å Broad-based improvement in 
consumption

Å Big brands gained share

Å Accelerated single-serve growth

Å Emerging Markets sustained its 
accelerated organic net sales growth

Å All three International Regions posted 
growth in currency-neutral Net Sales 
and Operating Profit 
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Summary of Financial Results ςGrowth & Investment

5

Reported

Currency-Neutral Adjusted*

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

% Change Versus Prior Year

Net 
Sales

Operating
Profit

Earnings
Per
Share

Reported

Currency-Neutral Adjusted* 

Reported

Currency-Neutral *

9 Mos.
Results

Å Organic growth, despite DSD impact
Å RX and Multipro acquisitions

Å RX and Multipro acquisitions
Å Sharp increase in Brand Building
Å Costs related to co-packed pack formats

Å Tax Reform, tax benefits

Q3
Results

+6.8% +5.8%

+9.3% +5.9%

+18.8% +38.3%

(2.6)% +0.5%

+3.9% +10.4%

+31.3% +71.0%

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Net Sales ςAhead of Pace

6

Year-over-year, % change

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Third Quarter & Year-to-Date 2018 Net Sales Growth by Component *

Volume +2.5%

Price/Mix (2.3)%

Organic +0.2%

Acquisitions +5.7%

Currency-Neutral +5.9%

Currency Translation (0.1)%

Reported +5.8%

Å RX acquisition and growth
Å Full quarter of Multipro (West Africa)
Å Currency-neutral impact

Å U.S. Snacks:  One month of 
negative DSD impact (SKU 
rationalization, elimination  of price 

premium), and lapped YAG promo 
reductions

+1.9%

(1.5)%

+0.4%

+8.9%

+9.3%

(2.5)%

+6.8%

Q3 YTD

Å Broad-based strengthening of U.S. Dollar

Q3 Comments:
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Gross Profit Margin ςImpacted by DSD and Mix

7

% of Net Sales, Adjusted Basis *

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Ongoing:
Cost inflation (transportation, energy, inputs)

Productivity savings

Mechanical:

DSD impact ~(40) bp in Q3

Multipro impact ~(140) bp in Q3

Growth-Related:

Adverse mix shifts (pack formats, emerging markets)

Operating leverage

_

+

_

_

_

+

Third Quarter and Year To Date 2018

Gross Profit Margin *

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Single-Serve ςGood Growth, Near-Term Margin Pressure

8

Å Includes Immediate Consumption and 
Multi-Packs

Å Consumer demand for on-the-go (developed 

markets), and affordability (emerging markets)

Å Accelerated to double-digit consumption 
growth this year in U.S. Snacks

Å Currently require co-packing and additional 
shipping in U.S. Snacks

Å Pursuing margin enhancements, including 
in-house capacity



Kellogg Company October 31, 2018

5 of 11

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Operating Profit Margin ςMix, Brand Investment

9

Third Quarter and Year to Date 2018
% of Net Sales, Adjusted Basis *

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Operating Profit Margin *

Å Mix impact on gross margin

Å Brand Building +HSD in Q3, +DD year to date

Å Multipro impact ~(50) bp in Q3

Å Savings on track, operating leverage positive

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

2018 Guidance ςLeaning into Reinvestment

10

(a) 2018 guidance for Currency Neutral Net Sales growth excludes the impact of foreign currency translation. Organic growth also excludes acquisitions, divestitures, and changes in shipping days.

(b) 2018 guidance for adjusted Operating Profit and adjusted Earnings Per Share excludes the impact of mark-to-market adjustments, costs related to Project K, and other gains/costs impacting 
comparability.  Currency neutral also excludes the impact of foreign currency translation.

AdjustedEPS(b) 

Currency Neutral

Adjusted Operating Profit(b)

Currency Neutral

Net Sales(a)

Currency Neutral

~ +5%

~ Flat

+7-8%

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Cash Flow *
~ $1 billion

Growth vs. Prior Year, Except Cash Flow *

Previous: +4-5%

Previous: +5-7%

Previous:  ~ $1 bn

Previous: +11-13%

Full YearYear to Date Q4        

+5.9%

+0.5%

+10.4%

~ $0.5 billion

ÅLaps YAG boost in Brand Building
ÅAdding more reinvestment
ÅRedeployment costs for single-serve

ÅFlow-through of trimmed OP
ÅLess year-on-year Tax favorability

ÅPositive consumption trends
ÅTougher net sales comps in 2H
ÅPossible trade-inventory reduction 

in U.S. Snacks

ÅQ4 roughly even with YAG cash 
flow (before accounting restatement)
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Kellogg North America ςImproving Performance

11

Net Sales Growth, in Percent, Organic Basis *

*  Organic net sales growth excludes the impact of foreign currency translation, acquisitions, divestitures, and changes in shipping days.

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Improving Consumption Trends

12
Source:  Nielsen, xAOC; RTE Cereal, Toaster Pastries, Crackers, Cookies, Wholesome Snacks, Salty Snacks, Fruit Snacks, Frozen Syrup Carriers, and Veg/Vegan categories.

¦Φ{Φ wŜǘŀƛƭ {ŀƭŜǎΣ YŜƭƭƻƎƎΩǎ ¢ƻǇ ф /ŀǘŜƎƻǊƛŜǎΣ ¸ŜŀǊ-On-Year % Growth 



Kellogg Company October 31, 2018

7 of 11

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

U.S. Snacks ςInvesting in Brands & On-the-Go

13

Q3 Highlights:

Å Consumption and share growth 
for key supported brands

Å Double-digit increase in Brand 
Building

Å Lapped first savings from DSD 
overhead

What to Watch 
For in 2018:

Expanded brand 
support

Steady 
consumption 
improvement

Re-shaped P&L 
post-DSD

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Q3 YTD

Net Sales (3)% (5)%

Adj. Op. Profit * +3% +11%

Adj. OP Margin * +110 bp +230 bp

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

U.S. Morning Foods ςStabilizing

14

Å Collective share gain by 
Core 6 cereal brands 

Å Improving Adult brands 
performance through H&W 
food news and 
communication

Å Increased brand building

What to Watch For 
in 2018:

Stabilize cereal

Invest behind 
health & wellness 

brands

Pop-Tartsfood 
news

E-Commerce 
expansion

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Q3 Highlights:

Q3 YTD

Net Sales (1)% (2)%

Adj. Op. Profit * (10)% (9)%

Adj. OP Margin * (180) bp (160) bp

**    Kashi Co. includes cereals under the Kashiand Bear Naked brands, and is part of the North America Other reporting segment.
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U.S. Specialty Channels ςInnovation Testing Grounds

15

Å Lapping year-ago FEMA 
shipments

Å Continued expansion in 
emerging channels

Å Reallocated costs from other 
U.S. units in 2018

What to Watch 
For in 2018:

Lapping FEMA 
impact in 2H

Expand reach, 
improve core mix

Share growth in 
key channels

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Q3 Highlights:

Q3 YTD

Net Sales (1)% 0.5%

Adj. Op. Profit * (19)% (17)%

Adj. OP Margin * (470) bp (440) bp

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

North America Other ςFrozen Momentum, RX Expansion

16

Å Strong growth in Frozen 
Foods

Å RX acquisition, expansion, 
and growth

Å Kashicereal share gain

Å Canada sales and share gains

What to Watch 
For in 2018:

Frozen Foods 
growth

RX expansion

Kashi 
improvement

Canada steady 
performance

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Q3 Highlights:

Q3 YTD

Net Sales * +17% +18%

Adj. Op. Profit * (15)% +8%

Adj. OP Margin * (440) bp (130) bp

Currency-Neutral Basis
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International Regions ςSolidly in Organic Growth

17

Net Sales Growth, in Percent, Organic Basis *

*  Organic net sales growth excludes the impact of foreign currency translation, acquisitions, divestitures, and changes in shipping days.

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Europe ςPringles & Emerging Markets

18

Å Pringlesgrowth in consumption 
and net sales

Å Continued U.K. cereal share 
gains

Å Strong growth in emerging 
markets 

What to Watch For 
in 2018:

Pringles firmly in 
growth

Improving sales 
performance in 

cereal

Increase operating 
profit margin

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

Q3 Highlights:

Q3 YTD

Net Sales * +1% +3%

Adj. Op. Profit * +7% +4%

Adj. OP Margin * +80 bp +10 bp

Currency-Neutral Basis
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Latin America ςAccelerated Growth

19

Å Strong growth for Parati in Brazil 

Å Continued growth in Mexico 
cereal consumption and share

Å Pringles momentum 

Å Rebound in Caribbean/Central 
America

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

What to Watch For 
in 2018:

Expansion of Parati

Growth in Pringles

Mexico Cereal 
Growth

Stabilization in 
Caribbean/Central 

America

Q3 Highlights:

Q3 YTD

Net Sales * +10% +8%

Adj. Op. Profit * +24% (12)%

Adj. OP Margin * +130 bp (240) bp

Currency-Neutral Basis

KELLOGG COMPANY Q3 2018 FINANCIAL RESULTS  |  OCTOBER 31, 2018

Asia Pacific ςBroad-Based Growth

20

Å Emerging-markets cereal growth

Å Australia cereal consumption 
growth

Å Pringlesmomentum and 
expansion

Å Consolidation and rapid 
expansion in West Africa

* Please refer to Q3 2018 earnings press release tables for reconciliation of non-GAAP measures to the most directly comparable GAAP measure.

What to Watch For 
In 2018:

Cereal and Pringles
growth in Asia & 

Africa

Stable Australia

Multipro now in 
consolidated results

Q3 Highlights:

Q3 YTD

Net Sales * +96% +59%

Organic Net Sales* +4% +5%

Adj. Op. Profit * +54% +42%

Adj. OP Margin * (230) bp (110) bp

Currency-Neutral Basis


