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Fiona Sullivan Summary

Equity Sector Analyst, Consumer Staples We attended the Consumer Analyst Group of New York (CAGNY)
conference in late February, which featured presentations from around
30 Consumer Staples companies across the food, beverage, household
products, and tobacco categories. The tone was cautiously optimistic,
with companies highlighting a value-focused consumer, rising demand
for health and wellness, continued e-commerce and omnichannel
expansion, artificial intelligence (Al)-driven productivity initiatives, and
a stabilizing merger-and-acquisition backdrop.
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Overview

The Consumer Staples sector has lagged the broader market in recent years, reflecting its traditionally defensive nature. We
remain unfavorable on the sector as it continues to face several persistent headwinds. In 2025, Consumer Staples
underperformed meaningfully as investors favored Al-driven growth names. Throughout the year, sentiment was
pressured by the rising adoption of glucagon-like peptide-1, or GLP-1, medications, shifting consumer behavior, tariff
uncertainty, and broader consumer spending fatigue. While most of these challenges are likely to persist in 2026, we
believe they will gradually normalize as companies adapt their strategies and reposition for long-term growth. Notably, the
sector has started 2026 on a strong note. The S&P 500 Consumer Staples Index is up 13% year to date through March 4,
supported in part by February’s Al-related market disruption.

Strengths of the sector

We believe Consumer Staples companies remain attractive due to their stability, resilience, and consistent cash-generating
capabilities. A key strength of the sector is its ability to produce robust free cash flow (the amount of cash left over after all
operating and capital expenditures), which management typically teams deploy toward value-enhancing initiatives such as
mergers and acquisitions (M&A), share repurchases, debt reduction, and dividend growth.

M&A activity continues to be a core strategy for Consumer Staples companies seeking to expand market share or diversify
into new, higher growth categories. These acquisitions can provide scale benefits, broaden brand portfolios, and enhance
long-term competitive positioning. Share repurchases can also play a meaningful role, especially when valuations are
depressed, in helping support earnings per share and overall shareholder returns.

Given ongoing inflationary pressures, the sector’s dividend-paying profile has been increasingly important. Consumer
Staples companies have historically offered relatively high dividend yields and a strong track record of dividend growth,
providing investors with a valuable income stream during periods of elevated costs of living. We believe stocks with a focus
on dividend growth remain attractive for long-term returns.

CAGNY 2026 key insights

We attended the CAGNY annual conference in late February, which featured presentations from approximately 30 publicly
traded companies across the food, household products, beverages, and tobacco categories. Overall, we believe the tone of
the conference was cautiously optimistic with an understanding of reality. Companies highlighted a consumer
environment defined by caution and value-seeking behaviors, the growing importance of health and wellness, continued e-
commerce and omnichannel expansion, operational productivity (including cost savings enabled by Al), and a steadier
M&A landscape. Despite the volatile consumer and macroeconomic environment, most companies reaffirmed their long-
term financial targets.

Category trends by sub-sector
Food and Beverage

Many food manufacturers presented throughout the week. The sector faced early pressure after a major U.S. food company
issued a guidance cut to start the weekend, weighing on food-related stocks. Across presenters, common themes included a
cautious U.S. consumer, heightened focus on price-pack architecture, volume pressure, and increasing demand for health
and wellness alternatives. Companies consistently cited challenges among the middle- and lower-income consumers, who
are increasingly purchasing on promotion. Additionally, several companies noted the rising demand for products free from
artificial dyes.
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Mondelez International, Inc. (Mondelez) outlined its plans to strengthen its North American business, which constitutes
roughly 28% of corporate revenue. The company emphasized its strategy to address value- and budget-conscious
consumers through refined price-pack architecture and enhanced in-store visibility. Mondelez aims to leverage formats
such as single-serve variety packs and club-sized packages to meet consumer needs. The company also highlighted growth
in on-the-go consumption, as consumers increasingly seek convenience and new snacking experiences. From a health and
wellness perspective, Mondelez plans to expand its portfolio of better-for-you options, including Oreo Zero Sugar, and
enhance its high-protein snack bar offerings.

PepsiCo Inc.’s (Pepsi) presentation echoed similar consumer dynamics. The company intends to broaden its offerings
within its iconic brands to reflect evolving preferences. Some examples include low- and zero-sugar beverages, reduced
artificial colors and flavors, and alternative cooking oils and methods such as baked and avocado oil formulas. Pepsi also
emphasized the importance of functional benefits highlighting innovation tied to fiber, protein, whole grains, hydration,
and energy support.

Coca-Cola Company delivered an upbeat presentation that was led by its Chief Executive Officer-elect Henrique Braun,
reinforcing its track record of delivering strong, consistent growth. The company reiterated its commitment to leveraging
“digital as a superpower,” as stated in the presentation, across marketing, commercial execution, and consumer
engagement.

Home and Personal Care

Multiple Home and Personal Care companies presented throughout the week, although surprises were limited. Across
presenters, common themes we picked up on included heightened focus on omnichannel engagement, innovation within
core brands, premiumization, a shifting retail environment, and the utilization of Al across business processes. Companies
consistently cited challenges among consumers who remain value oriented.

Procter & Gamble Co.’s (P&G) presentation was broadly in line with expectations. Management discussed several market
“interventions” in their presentation, aimed at accelerating growth and outlined the external challenges the company faces,
including media fragmentation, inflation, and shifts in the retail landscape. Consumers are changing how they shop,
traditional retail formats are consolidating, and the line between retailers and media platforms is increasingly blurred as
each evolves into the other. In response to the external challenges, the company plans to adopt a more consumer-first
strategy, tailoring products to regional preferences; transforming brand building through Al and user generated content;
strengthening retailer partnerships with shopper-led initiatives and exclusive product lineups; and driving stronger core
brands through increased innovation. Like many peers, P&G emphasized the importance of consumer data, which will
further enable its Al capabilities. Overall, management appears focused on accelerating growth, and we believe they have
the scale and capabilities to do so despite current headwinds.

Church & Dwight Co., Inc. (Church & Dwight) centered its discussion on scaling and expanding its core brands, particularly
Arm & Hammer and TheraBreath. Management detailed its plan to grow Arm & Hammer from $2 billion to $3 billion in
sales through opportunities in laundry, cat litter, and premiumization supported by a good/better/best pricing framework.
Church & Dwight also outlined its strategy to grow the TheraBreath oral care brand from $1 billion to $1.5 billion by
leveraging the mouthwash and toothpaste categories. Additionally, management highlighted international growth
opportunities through M&A and globalization of its high-growth personal care brands such as Touchland, Hero, and
TheraBreath.

Colgate-Palmolive Company (Colgate) provided additional clarity around its long-term growth strategy for the Hill's pet
food business as it exits the private label pet food business. The company plans to drive growth through its innovation
framework, which includes strategy, discovery, incubation, and scale. Colgate intends to integrate Al throughout its
innovation process to improve both efficiency and accuracy. Caroline Chulick, Senior Vice President of Hill's Pet Nutrition,
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emphasized the brand’s importance to the broader Colgate portfolio. Management sees a strong runway for growth in the
pet category, supported by trends among younger consumers (millennials and generation Z), who increasingly own multiple
pets and exhibit what Colgate refers to as pet “humanization.” As with other companies, Colgate intends to deepen
engagement with target consumers through its omnichannel capabilities and the use of Al to scale and diversify its content.

Where to invest

We believe the CAGNY conference carried a tone of cautious optimism, but more importantly, it highlighted examples of
how companies are adapting to an evolving consumer and retail environment. The sector appears to be at a turning point
with management teams balancing near-term consumer caution against longer-term strategic reinvention. While
Consumer Staples continues to face headwinds, companies are increasingly responding through focused innovation,
disciplined portfolio management, and deeper omnichannel engagement.

Across food, beverage, home, and personal care categories, presenters emphasized the importance of meeting consumers
where they are today in an effort to drive sustainable future growth. We continue to maintain a selective stance on
Consumer Staples given ongoing fundamental and macroeconomic challenges; and our takeaways from the conference did
not change this view. By sub-sector, we remain favorable on Beverages (particularly Soft Drinks), Merchandise Retail, and
Household Products. In our view, companies within these segments have the flexibility and scale to navigate ongoing
changes in both the consumer and retail environment due to their strong pricing power, global brand recognition, and
diversified brand portfolios. The sector’s stability, resilience, and strong cash generation profile remain strengths,
particularly in periods of economic or political uncertainty. The sector’s outperformance during recent market volatility
highlights the appeal of defensive names. Looking ahead, we believe relative performance across Consumer Staples will
depend largely on macroeconomic conditions, consumer spending trends, and overall market volatility.
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Appendix table: Companies discussed

Company Symbol Price
Mondelez International, Inc. Class A MDLZ $58.69
Procter & Gamble Company PG $158.30
Colgate-Palmolive Company CL $95.28
Church & Dwight Co., Inc. CHD $102.47
PepsiCo, Inc. PEP $163.92
Coca-Cola Company KO $78.10

Sources: FactSet, Wells Fargo Investment Institute. Prices as of March 4, 2026.
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CHD Church & Dwight Co., Inc. $24.82 $102.47 $1.18 1.2% $3.81 26.9x X
CL Colgate-Palmolive Company $79.47 $95.28 $2.06 2.2% $3.91 24.4x X
CosT Costco Wholesale Corporation $448.66 $1,006.74 $5.06 0.5% $21.31 47.2x X X X
DG Dollar General Corporation $34.39 $151.60 $2.36 1.6% $7.25 20.9x X
KO Coca-Cola Company $350.77 $78.10 $2.04 2.6% $3.27 23.9x X X
KR Kroger Co. $43.19 $67.99 $1.34 2.0% $5.28 12.9x X
MDLZ Mondelez International, Inc. Class A $78.94 $58.69 $1.94 3.3% $3.09 19.0x X X X
MKC McCormick & Company, Incorporated $19.07 $65.70 $1.80 2.7% $3.16 20.8x X X
PEP PepsiCo, Inc. $231.98 $163.92 $5.62 3.4% $8.72 18.8x X X X
PG Procter & Gamble Company $388.57 $158.30 $4.18 2.6% $7.21 22.0x X X X X
POST Post Holdings, Inc. $5.10 $106.59 $0.00 0.0% $7.73 13.8x X
SYy Sysco Corporation $43.66 $87.63 $2.13 2.4% $4.91 17.9x X
TGT Target Corporation $51.52 $120.08 $4.52 3.8% $7.66 15.7x X X
WMT Walmart Inc. $1,019.78 $127.81 $0.94 0.7% $2.95 43.3x X X

Sources: FactSet, Wells Fargo Investment Institute. Prices and data as of March 4, 2026. NTM = next-twelve-months. EPS = earnings per share. P/E = price-to-earnings.
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Global Securities Research List Descriptions:

The Core List includes a wide range of what we view as high-quality companies. In general, the list may have representation
across all 11 sectors and exposure to stocks with varying levels of maturity, valuation, and cyclicality. The Core List
assumes a long-term holding period and can be used to build or supplement a well-diversified equity portfolio.

The Diversified Stock Income Plan List (DSIP List) focuses on companies that we believe will provide consistent annual
dividend growth over a long-term investment horizon. Our objective is to provide a broad list of high-quality, industry-
leading, dividend-growth companies from which an investor can assemble a well-diversified portfolio. Through consistent
dividend growth, our goal is to help investors stay ahead of the wealth-eroding effects of inflation.

The Focus List is a concentrated list of stocks that represents a combination of the equity sector guidance from Global
Investment Strategy and security selection from Global Securities Research. The objective is to exceed the total return of
the S&P 500 Index over an approximate 12-month timeframe.

The Growth List focuses on companies that we believe offer above-average growth potential. Our objective is to offer
investors a list of stocks that they can use to help build a well-diversified portfolio or complement an existing portfolio. We
intend to offer a mix of aggressive growth and established growth.

The objective of the High Yield Equity Income List is to provide a list of high-yield stocks with stable dividend streams
that investors can use to help build a well-diversified portfolio or complement an existing portfolio.

The Small- and Mid-Cap List (SMID List) includes stocks representing companies with market capitalizations between
$1.0 billion and $75.0 billion. Our objective is to offer investors a list of stocks they can use to help build a well-diversified
portfolio or complement an existing portfolio.

The Value List includes companies that we believe are trading at a discount to their underlying fundamentals or companies
trading at a discounted multiple relative to the market and have the potential to reduce or eliminate this valuation
discount. Our objective is to offer investors a list of stocks they can use to help build a well-diversified portfolio or
complement an existing portfolio.
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IMPORTANT DISCLOSURES

One or more members of Global Securities Research leadership owns a long common equity position in COST, PEP, and
PG.

Analyst Certification: The analyst who prepared this report hereby certifies that the views expressed in this report
accurately reflect his/her personal views about the subject companies and their securities. The analyst also certifies that
he/she has not been, is not, and will not be receiving direct or indirect compensation for expressing the specific
recommendation(s) or view(s) in this report.

WEFII analysts receive no compensation in connection with the firm’s investment banking, sales and trading, or principal
trading revenues. Analysts may be eligible for annual bonus compensation based on the overall profitability of the firm,
which takes into account revenues derived from the firm’s business activities, including its investment banking business,
sales and trading, and principal trading.

Important Disclosures relating to Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC
as broker-dealers distributing Wells Fargo Investment Institute prepared research reports:

Wells Fargo Clearing Services, LLC (“WFCS”) and Wells Fargo Advisors Financial Network, LLC (“WFAFN”) provide their
customers with access to third-party research, including this report, which is produced by Wells Fargo Investment
Institute, Inc.

To review important information about certain relationships and potential or actual conflictsof interest that may exist
between WFCS, WFAFN, their affiliates, and any company that may be the subject of or part of a list that is the subject of
this report, please visit the Research Disclosure page of wellsfargoadvisors.com as provided below.

https://www.wellsfargoadvisors.com/disclosures/research.htm

WEFCS and/or WFAFN trades or may trade as principal in fixed income and preferred securities (or in related derivatives).
Disclaimers

This content includes material generated with the assistance of artificial intelligence.

All prices and figures are as of March 4, 2026 unless indicated otherwise.

All investments are subject to market risk which means their value may fluctuate in response to general economic and
market conditions, the prospects of individual companies, and industry sectors due to numerous factors some of which
may be unpredictable. Be sure you understand and are able to bear the associated market, liquidity, credit, yield fluctuation
and other risks involved in an investment in a particular strategy.

Equity securities are subject to market risk which means their value may fluctuate in response to general economic and
market conditions and the perception of individual issuers. Investments in equity securities are generally more volatile
than other types of securities. There is no guarantee that dividend-paying stocks will return more than the overall stock
market. Dividends are not guaranteed and are subject to change or elimination.

Sector investing can be more volatile than investments that are broadly diversified over numerous sectors of the economy
and will increase a portfolio’s vulnerability to any single economic, political, or regulatory development affecting the sector.
This can result in greater price volatility.

S&P 500 Consumer Staples Index comprises those companies included in the S&P 500 Index that are classified as
members of the GICS® consumer staples sector.
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S&P 500 Index is a market capitalization-weighted index composed of 500 widely held common stocks that is generally
considered representative of the U.S. stock market.

An index is unmanaged and not available for direct investment.

Global Securities Research (GSR) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFIl is a registered
investment adviser and wholly owned subsidiary of Wells Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company.

The information in this report was prepared by Global Securities Research (GSR). Opinions represent GSR’s opinion as of
the date of this report and are for general information purposes only and are not intended to predict or guarantee the
future performance of any individual security, market sector or the markets generally. GSR does not undertake to advise
you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue
reports or have opinions that are inconsistent with, and reach different conclusions from, this report. Past performance is
no guarantee of future results.

The information contained herein constitutes general information and is not directed to, designed for, or individually
tailored to, any particular investor or potential investor. This report is not intended to be a client-specific suitability or best
interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment
product based on performance alone. Consider all relevant information, including your existing portfolio, investment
objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared
from sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.

Global Securities Research works with information received from various resources including, but not limited to, research
from affiliated and unaffiliated research correspondents as well as other sources. Global Securities Research does not
assign ratings to or project target prices for any of the securities mentioned in this report.

Global Securities Research receives research from affiliated and unaffiliated correspondent research providers with which
Wells Fargo Investment Institute has an agreement to obtain research reports. Each correspondent research report
reflects the different assumptions, opinions, and the methods of the analysts who prepare them. Any opinions, prices or
estimates contained in this report is as of the date of this publication and is subject to change without notice.

Global Securities Research publishes several theme-based lists of recommended equity securities. Each list is based on a
specific investment objective and time horizon which may be different from the other lists. This may cause Global
Securities Research to recommend an equity security to be added to one list and removed from another list. Thus, one list
may contain different recommendations or conclusions that could result in short-term price movements contrary to the
recommendations in another list.

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory
Authority, but is not licensed or registered with any financial services regulatory authority outside of the U.S. Non-U.S.
residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain
protections conferred by legislation and regulations in their country of residence in respect of any investments,
investment transactions or communications made with Wells Fargo Advisors.

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial
Network, LLC, Members SIPC, separate registered broker-dealers and non-bank affiliates of Wells Fargo & Company.

©2026 Wells Fargo Investment Institute and subject to the CC BY-NC-ND 4.0 DEED. All rights reserved. v12.26.25
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