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Americans are pet crazy. Recent surveys show that
more than two out of three Americans own some kind
of pet. According to the ASPCA, almost half of
American households own a dog and around a third are
cat owners.
Demographics are also likely to boost pet
ownership, as people who don’t have children are
more likely to have pets. Therefore, the continued
greying of baby boomers and the low birth rate among
millennials means that growth in pets in the US is set
to continue.
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Mauldin Economics Senior Equity Analyst Jonathon
Ross explains in a recent video that he sees emerging
opportunities in the pet care industry. He argues that
this segment is set for a boom over the next few years.
(Subscribe to the free publication Connecting the
Dots at Mauldin Economics to nd more undiscovered
investing opportunities.)
He also points to the recent buyout of VCA, the largest
public vet services rm, as a harbinger of good things
to come for several rms in the pet care industry.

Expect steady growth in the pet care industry
Ross begins his case for the pet care industry by
pointing out how several demographic trends are likely
to increase pet ownership in the next few years.
The greying of the baby boomers has been discussed
for some time. It seems that many baby boomers have
added pets to replace the children that have moved out
of their households. A low overall fertility rate in the
US also means more one-and no-children households.
These smaller families tend to have a higher rate of pet
ownership.
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Also note that US fertility rates dropped off even more
after the Great Recession in 2008 as nancial problems
meant young people did not start families.
By the same token, consumers have spent more money
on pets every year for almost three decades, and
there’s no reason to expect that trend to end soon.
Recent data from the American Pet Products
Association show that the total amount spent on pets
by Americans has grown from $17 billion in 1994 to
almost $63 billion in 2016.

Pet care is a true recession-proof industry
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Ross also highlights VCA as an earlier stock pick in the
pet care segment that was acquired by Mars, Inc. in
January 2017 for $7.7 billion. The $93 a share buyout
price was a 31% premium to the stock price before the
merger.
In discussing VCA, Ross points out that revenues at the
rm have increased for 25 consecutive years. This kind
of consistency in all economic conditions is very rare
and re ects the exceptional strength of the industry.
As Ross warns, every recession is unique and the pet
care segment may suffer like most industries during
the next downturn. That said, the demographic
trends are strong and the historical data are
unequivocal.
People are clearly willing to pay pet expenses even in
hard times, and there’s no reason to expect that to
change in the next recession.
Watch the full interview (4:18) below or on the
Mauldin Economics site.
Subscribe to Connecting the Dots—and Get a Glimpse
of the Future
We live in an era of rapid change… and only those who
see and understand the shifting market, economic, and
political trends can make wise investment decisions.
Macroeconomic forecaster Patrick Watson spots the
trends and spells what they mean every week in the
free e-letter, Connecting the Dots. Subscribe now for
his seasoned insight into the surprising forces
driving global markets.
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Mauldin Economics
Simply stated, we believe in taking a
realistic approach to the economy and
investment markets that starts by
stepping back from all the noise and
fear in the daily news and, with the
aid of our deep network, focusing on
the search for the world's best income
opportunities and for great companies
doing great things—both in North
America and around the world.
Welcome to Mauldin Economics!
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