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Nestle: A Dominant Leader in the Global Food & Beverage Industry ””ll

Market Cap 229.7B
Last Close $84.98
52 Week Range $80.11 - $115.23
P/E 17.46x
EV/EBITDA 12.70x
$120
$100
$80
$60
$40
Jan-23 Apr-23 Jul-23 Oct-23

Recommendation: BUY with a PT of $105 representing an
upside of 23.25% from 1/31 close — 5% weight

Investment Thesis Introduction:

1. Nestle investors have been unattracted due to various
reasons such as unfavorable Forex artificially hurting
sales, concems of RFK and GLP-1 hurting RIG volume
growth

2. Nestle can leverage its portfolio of products to adapt to
new demands, move past GLP-1 concerns, and use
investments in marketing and innovation to keep new
consumers coming to the brand

3. Nestle’s emerging markets segment will continue to grow
with premier margins, increasing operating leverage

WM

Jan-24 Apr-24 Jul-24 Oct-24 Jan-25

I Volume == Share Price
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Nestle: A Dominant Leader in the Global Food & Beverage Industry?!

Nestle’s Dynamic Portfolio of Products
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Nestle: A Dominant Leader in the Global Food & Beverage Industry

EBIT Margin by Product Segment?
30%
25%

20%
15%
10%
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0% . . . .

2020 2021 2022 2023 H1-2024

m Petcare mConfectionery = Beverages = Water mMilk Products  Nutrition & Health Sciences m Prepared Dishes

Breakdown of Revenue By Region?

27.16% 13.69% 20.61%
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(1) Tegus, (2) IR Half Year Report
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Industry Trends That Concern Investors about Nestle

Growing Health and Wellness Market Store Presence is Most Important for Brands

US Health and Wellness market valued at ~$480bn ($1.8 trillion Sources of influence for US Consumers when purchasing
globally) with annual growth rate between 5% and 10%.1 health and wellness products and services!:

Seeing Product in Store 26%
Friend/Family Recommendation I 25%
Physical Activity Personal Care & Food, Nutrition, & Recommendation from Doctor IS 20%

& Exercise Beauty Weight Loss Reviews on Websites/Blogs NN 13%
Television NN 10%
Ads on Social Media I 7%

Key Sectors Driving Growth?

2-yr. Sector Growth: 2-yr. Sector Growth: 2-yr. Sector Growth:

[0) 0, 0,
22.9% 13.4% 8.4% Samples NN 6%
Recommendation from Nutritionist I 5%
82% of US consumers now consider wellness a top priority Print Magazines/Catalogs N 4%
in their everyday lives.? Social Media Influencers Il 2%
GLP-1 Trends Commodity Cost Index
Currently ~5% of US adults are using GLP-1s3, with estimates MS Staples Commodities Cost Index”: 2019 - Now

that total GLP-1 users in the U.S. may reach 30 mil by 2030

(~9% of the overall population).4 0

Commodity prices up YoY for
cocoa (+144%), palm kernel oil
(+77%), coffee Robusta (+76%)

100)

280

Commodity Cost Index (Jan-05

Effect on the Food and Beverage Industry:

240 and coffee Arabica (+62%)
== Households with at least 1 GLP-1 user reduce their an;ongst otheé_s_, while prices for
Y grocery spending by 5.5% within 6 months of adoption.5 200 other commodities (energy,
grains, sugar) remain below
160 prior year levels.”

120

ﬁ GLP-1 drugs reduce beverage consumption (soft

drinks and alcohol).4
) Elevated (and increasing)

cocoaand coffee prices
19 20 21 22 23 24 25 disproportionately impact
food names.

80

The inhibitor nature of GLP-1 medication puts up to net
32% of NSRGY sales at risk.®
HPC =m Beverages == Food

(1) McKinsey - Future of Wellness, (2) Global Wellness Institute, (3) KFF Health Tracking, (4) JPMorgan Global Research, (5) Cornell University, (6) Jefferies ER, (7) Morgan Stanley Staples
Culverhouse Investment Management Group — Consumer Staples Committee
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Nestle is a Premier, Global Player in a Struggling Industry
Segment Affected By GLP-1s?

$120 SNSRGY Performance

4%

9%

26%
$100 ()

11%

Nestle’s Struggles:

1) Top line sales affected (4%) due

$80 12%

0,
to Forex headwinds 21%
2) Concerns regarding ability to 17%
$60 increase pricing power & volume
3) GLP-1 and increased health
awareness trend in the west " Beverages " PetCare
Health Sciences = Prep. Dishes
$40 ' ' ' ' ' ' ' ' = Milk Products = Confectionery
Jan-23 Apr-23 Jul-23 Oct-23 Jan-24 Apr-24 Jul-24 Oct-24 Jan-25

= Water
Overall Performance of Staples Have Lagged Expectations to the Broad Market

Price /NTM Earnings
30x

25x

20x
15x
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Providing an Attractive Opportunity at a Low Pricel

Historically Cheap Trading Multiples

25x
20x —/\/ \
15x \/\/
10x T T T T T T T T T T 1
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
—FEV/NTM EBITDA —EV/NTM EBIT NTM P/E

At a Discount to Their Peers... ...Despite Growing Capital Returns

15.0%

40x
13.0%
30x
11.0%
20x
9.0%
) “ - J I I I
T 5.0% r T r "
NTM P/E NTM EV/EBITDA NTM EV/EBIT Fy21 FYy22 FY23 FY24
ENSRGY ®HSY MDLZ ®mLISN EROA "ROC
(1) CaplQ
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Nestle Can Leverage its Portfolio of Products to Adapt to New Demands ””ll

Nestle is Ahead of Competitors Innovative & Sustainability Spending
$1.2bn

“From expanding to new coffee formats, to
the rise of GLP-1 medications, and $0.9bn
harnessing the power of Al, we’'ve moved
quickly to serve our consumers wherever |
I I 1 1 I on .»

they need us to be... If you take a step back $0.6bn
from some of the emotional issues, what he
(RFK) believes in is more regenerative,

cleaner agriculture, which we are fully $0-3bn
aligned with.”
— Steve Presley, US CEO, December $0.0bn : :
20241 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
l m Nestle = Unilever mMars

Nestle Has Stepped Up Investments in Marketing? And Started Partnerships with Influencers

8.0% ‘Unwell’ is Alex Cooper’s new line of drinks, one of the first
hydrating drinks that caters solely to women with 700mg of
7.5% electrolytes, with a blend of B-complex vitamins?®
7.0%
R We are predicting a more solidified correlation
6.5% - ; . :
.3 between marketing spending on influencers and the
6.0% V engagement with Nestle’s ‘Health & Wellness’
70 ) products from more healthy consumers

5.5% "lm .
el
5.0% r T T T T 1

Nestle has used the Statsocial Platform to organically
H1-2022  H2-2022  H1-2023  H2-2023  H1-2024 ’4

;’i’: expose their brand through influencers to platforms

like Instagram, X, and TikTok#
Advertising and Marketing Expenses as a % of Sales

(1) RBC Equity Research, (2) Nestle Investor Relations, (3) USA Today, (4) Statsocial Website
Culverhouse Investment Management Group — Consumer Staples Committee



Emerging Markets Continue to Be a High Growth Area for Nestle ””“

AOA & LATAM Continue to Flourish Top-Line... ...With The Most Attractive EBIT Margins Per Segment
25,000 26%

0,
20,000 24% N—

22%
15,000 — e North America
20% e EUrope
——AOA

10,000 18%
| ATAM
16% = Greater China
14%

FY21 FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 12%
EAOA "LATAM FY21 FY22 FY23 FY24 FY25 FY26 FY27

5,00

o

o

Why Nestle is Investing in These Markets?

How Nestle is Investing in These Markets?
Y B — &

w Of Nestle in these emerging markets
aopo 100y rs fg;;c;rr\]&ymers see them as a ‘local

Increase in population, which matters in
~98% this industry, is going to come from
emerging markets

Nestle has research & Nestle has had deep
Of the current business is already development centers_ in roots in infant nutrition |rT
"y 2 O% derived from “emerging markets:” Nestle these emerging these markets for years;
is already fully integrated markets where with proprietary probiotic
products are tailored to strains, Nestle sets
meet the local taste themselves apart in these
H 55-60% Of Nestle's industrial base is in and dietary markets with new
Eﬁ P, 0 emerging markets ‘ preferences ‘ technology and products
(1) Nestle Deutsche Bank Presentation 10

Culverhouse Investment Management Group — Consumer Staples Committee






Valuation?
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Recommendation: Buy I 10% Discount Rate & 2.5% LT Growth Rate |
I Price Target: $105.00 I 20x EV/EBIT Multiple I
- s s s - - S S S S S S S S S S S S . ..
I UpSIC! e: 23.25% Long Term Growth Rate Method - 2 Yr. Fwd Multiple
' Weight: 5% Terminal Value 322,276 CHF
PV of Terminal Value 268,291
What We’re Playing For: Enterprise Value 268,291
Less: Debt 10,348
* Nestle’s operating segments of confectionery, prepared Less: Preferred / Other .
dishes, and milk products to outperform street expectations Plus: Cash 4,865
amid concerns of GLP-1s and ability to sustain volume Implied Equity Value (CFH) 262,308
growth Implied Equity Value (USD) S 287,171
* Nestle’s marketing and innovative spending on products, Diluted Shares Outstanding 2,609
influencers, and social media will continue to match the Implied Share Price $ 110.07
dynamic consumer demand market Upside / (Downside) 29.52%
+  Continued investment in sustainability and distribution to
increase operating leverage
Terminal Value 385,104 CHF
Cat amst Path: PV of Terminal Value 153,983
PV of Free Cash Flow 95,499
+ Consumer spending continues to grow in low single Enterprise Value 249,482
digits Less: Debt 10,348
* Nestle’s earnings benefits from the Dollar gaining value Less: Preferred / Other -
relative to the Franc Plus: Cash 4,865
Implied Equity Value (CFH) 243,999
Risks: Implied Equity Value (USD) $ 266,617
. . . Diluted Shares Outstanding 2,609
. Management has an inability to update portfolio to Implied Share Price $ 102.19
Changmg consumer needs Upside / (Downside) 20.3%
*  Emerging markets underperform volume growth
* The Dallar continues to strengthen relative to the Franc PV TV as a % of the Enterprise Value 61.72%
Implied Terminal Multiple (EV/EBIT) 14.22x
(1) CIMG Model Implied Terminal Multiple (EV/EBITDA) 11.27x

Culverhouse Investment Management Group — Consumer Staples Committee
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Public Comparable Table

TEV/Total NTM TEV/

Revenues TEV/EBITDA TEV/EBIT Total NTM TEV/ NTM Forward
LTM LTM EBITDA P/E
LTM Revenue

Unilever PLC (LSE:ULVR) 2.8X 13.5x 15.2x 2.76X 13.03x 18.00x
Chocoladefabriken Lindt &

Springli AG (SWX: LISN) 4.7X 22.7X 29.4x 4 .45x 20.89x 34.91x
Mondelez International, Inc.

(NasdagGS:MDLZ) 2.7X 11.0x 15.3x 2.60x 13.94x 18.83x

The Hershey Company
(NYSE:HSY) 3.2x 11.7x 14.1x 3.10x 13.41x 19.06x
Nestlé S.A. (SWX:NESN) 2.8x 13.0x 15.4x 2.80x 13.90x 17.03x

(1) CaplQ

Culverhouse Investment Management Group — Consumer Staples Committee
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Investment into Mexico ””“

Nestle Will Invest $1B to Boost Productions in Mexico

Nestle plans to invest in Mexico over the next three
years to ramp up production of various products

President Claudia Sheinbaum said the investment is
part of “Plan Mexico,” a government initiative aimed at
replacing Chinese imports and boosting domestic
production to strengthen both the Mexican and North
American markets

The investment includes expanding production capacity
at Nestle plants in Veracruz, Guanajuato, Queretaro
and the state of Mexico, as well as developing a new

distribution center.

Culverhouse Investment Management Group — Consumer Staples Committee
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Cocoa Commaodity Pricing*

12,000

10,000

8,000

6,000

4,000

2.000 ——

0
4Q10 40Q11 4Q12 3Q13 3Q14 3Q15 2Q16 2Q17 2018 1Q19 1Q20 1Q21 1Q22 4Q22 4Q23 4Q24

== Cocoa: US$ per tonne

(1) Morgan Stanley ER
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