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2025’s holiday outlook

Summary

The holiday season is the biggest time of year for retailers of all shapes
and sizes and can account for as much as 30% of a retailer’s annual
sales. The 2025 holiday season is expected to be dominated by
another record-breaking year for online sales, with Adobe forecasting
online spending to grow 5.3% year over year. In contrast, overall
holiday retail spending, per National Retail Federation (NRF), is
forecasted to be down -1.3% year over year compared to last year’s
record. This lower expectation is driven by price sensitivity due to
inflation and tariffs, leading some consumers to plan for decreased
spending. The NRF outlook offers a more optimistic take than
Deloitte’s projection that consumers plan to spend 10% below last
year. Taken together, both paint a picture of a cautious consumer
heading into the holiday season.

A cautious consumer heading into the holiday season

The holiday season, defined by the NRF, as sales in the months of November and December is the biggest time of year for
retailers of all shapes and sizes, and can account for as much as 30% of a retailer's annual sales. As the peak holiday

shopping season approaches, it appears most U.S. consumers have a more downbeat outlook on the economy and their

own financial situation based on monthly recent sales trends. Macroeconomic indicators suggest mediocre growth in retail

spending this holiday season. More consumers are finding it harder to live paycheck to paycheck due to factors like rising
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inflation, increased costs for essentials like housing, utilities, and groceries, and income that has not kept pace with
expenses. This is leading to greater financial strain, particularly for younger generations and those with high fixed costs.

The 2025 holiday season is expected to be dominated by another record-breaking year for online sales, with Adobe
forecasting online holiday spending to grow 5.3% year over year (YOY), slower than the year ago increase of 8.7%. In
contrast, overall holiday retail spending, per NRF, is forecasted at roughly $943.2 billion, down -1.3% YOY compared to last
year's record of $955.6 billion. This lower expectation YOY is driven by price sensitivity due to inflation and tariffs, leading
some to plan for decreased spending. The NRF outlook offers a more optimistic take than Deloitte’s projection that
consumers plan to spend 10% below last year. Taken together, both paint a picture of a cautious consumer heading into the
holiday season. Consumers are cutting back due to rising prices, new tariffs, and a higher cost of living. It is important to
point out that despite any projections, with retail inflation near 2%, real spending will be down more than actual headline
figures at season end.

Key trends this holiday season include earlier shopping, heightened price sensitivity with a keen focus on value, and an
omnichannel experience. The holiday season is starting earlier, and consumers are beginning their shopping journey well
before the peak period — with a significant portion of consumers planning to start shopping before November. Shoppers
are expected to be budget-conscious — seeking value and deals and maybe spending less due to economic concerns — but
also want authentic, personalized experiences and willing to spend on brands that resonate with them. Beyond just
discounts, consumers want a sense of normalcy and a connection with brands. They are also seeking more intentional,
value-driven purchases. Despite economic pressures, consumers are still generous and want to buy meaningful gifts.

The affluent households (households with a liquid asset of $100,000 plus) still account for the largest portion of holiday
sales and are expected to drive the lion’s share of holiday 2025 sales and are expected to increase overall spend. In contrast,
the lower-income households are most likely to decrease their spending this year. Stubbornly high inflation has placed a
significant and disproportionate burden on low-income families by increasing the cost of essential goods, particularly food,
housing, and energy, which make up a larger portion of their limited budgets, thereby, cutting into the level of discretionary
expenditures available to this cohort during the upcoming holiday season. The low-end consumer will look for ways to
stretch their dollars this holiday season to provide as much as they can to loved ones with what is available. We see off-
price and discount stores as the primary beneficiary of this cautious outlook within the low-end consumer. We expect
affluent households to maintain, or even accelerate, spending this year’s holiday season on the heels of healthy stock
market advancement. Finally, continued growth in the home equity and relatively low mortgage rates are likely to keep
growth in spending by aspirational households, at worst, in line with last year.

Page 2 of 7



Sector Insights— 2025’s Holiday Outlook | October 24,2025

Holiday sales for 2025 are expected to decrease -1.3% over 2024 record levels NRF Forecast
-1.3%

Historical holiday sales (in billions)
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Sources: National Retail Federation, Wells Fargo Investment Institute. Date: October 21, 2025.
We remain selective in the retail sector

In this uncertain consumer spending environment, we remain selective and favorably predisposed to value-oriented sub-
industries within traditional retail. We maintain a favorable view on the Specialty Retail sub-sector with a keen focus on
the off-price sub-industry as it is uniquely positioned to take advantage of consumers' desire for value-priced products
while being less exposed to fashion risk than many competitors with its lean, high-turnover inventory model. Off-price
retail is a business model where retailers sell brand-name merchandise at prices lower than traditional retailers. They
acquire excess inventory, closeouts, and overruns from manufacturers and other stores at a discount, passing the savings
onto customers. We think off-price is positioned to benefit from both long-term secular tailwinds and favorable sourcing
conditions in the short term. We expect off-price to continue to take share from other areas of retail as consumers
gravitate toward value, and as off-price retailers improve their assortments of brand-name merchandise. We also see
currently elevated department store and apparel manufacturing industry inventories as a positive for off-price channel, as
this should create a favorable environment for product availability.

We are also favorable on the Merchandise Retail sub-industry (which lies in the Consumer Staples sector) based on these
companies’ ability to offer low prices, a wide product selection, and the convenience of one-stop shopping, which resonates
with budget-conscious consumers across different income brackets. The strong performance of discount- and value-
focused stores highlights a consumer shift toward affordability. By winning market share and a growing percentage of
consumer share of wallet over recent years, these retailers are able to better negotiate with suppliers to keep costs low to
pass along savings to consumers. To maintain success, these retailers are adapting by leveraging their omnichannel
presence, in-store merchandising, and data analytics to improve efficiency and customer experience.
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General merchandise and off-price retailers recommended by Global Securities Research

Ticker Company name
General merchandise

CosT Costco Wholesale Corporation
DG Dollar General Corporation
TGT Target Corporation

WMT Walmart Inc.

Off-price

BURL Burlington Stores, Inc.

TX TJX Companies Inc

Sources: FactSet, Wells Fargo Investment Institute. Prices and data as of October 23, 2025. NTM - next-twelve-months. EPS = earnings per share. P/E = price-to-earnings.
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Market cap

(billion

$417.6
$22.7
$42.8

$852.2

$16.9

$158.5

Appendix table: Companies discussed

Company

Burlington Stores, Inc.

Costco Wholesale Corporation
Dollar General Corporation
Target Corporation

TJX Companies Inc

Walmart Inc.

Sources: FactSet, Wells Fargo Investment Institute. Prices as of October 23, 2025.

s)

Price

$942.05
$102.99
$94.25

$106.86

$268.11

$142.40

Symbol

BURL
cosT
DG
TGT
TIX
WMT

Dividend

$5.20
$2.36
$4.56

$0.94

$0.00

$1.70

Price
$268.11
$942.05
$102.99
$94.25
$142.40
$106.86

Dividend
yield

0.6%

0.9%

0.0%

1.2%

Estimated
NTM EPS

$20.35
$6.54
$7.73

$2.85

$10.78

$4.94

NTM
P/E

46.3x
15.7x
12.2x

37.5x

24.9x

28.8x
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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 $35.0 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 and TJX.

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

WFCS and/or WFAFN trades or may trade as principal in fixed income and preferred securities (or in related derivatives).
Disclaimers
All prices and figures are as of October 23, 2025 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.

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.

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
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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.

©2025 Wells Fargo Investment Institute and subject to the CC BY-NC-ND 4.0 DEED. All rights reserved. v07.23.25
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