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L'Oréal

Key highlights from CFO conference Fireside Chat

L'Oreal's CFO Christophe Babule and Chief Executive of Corporate Finance &
Financial Communications Officer Laurent Schmitt hosted a conference
presentation. Management struck a confident message, pointing to a still-
supportive beauty backdrop and broad-based execution. The group reiterated that
the global beauty market is accelerating (around +4% in Q1 and nearing +5% in
Q2, with FY seen at +4.5-5%) and that demand has remained robust through the
summer despite pockets of logistics and supply-chain disruption from the crisis in
the Middle East. The strong performance ytd was described as broad-based across
divisions and regions, led by strong momentum in Derma and Professional,
continued acceleration in skincare, and clear traction in e-commerce (growing at
2x the market). Regionally, Emerging Markets grew at +10% with an
outperformance in SAPMENA and slower growth in Latin America, while
Developed Markets were +M-HSD%. Management also highlighted continued
portfolio expansion (“only beauty, but all beauty”), the ramp of recent acquisitions,
and ongoing investment behind innovation, Al, and brand support, while still
delivering a “virtuous P&L” with margin expansion of +20-30bps pa.

e Key highlights: 1) Beauty Market: Management sees the category back on
trend and expects a +5% exit-rate into H2, maintaining a FY market view of
c.+4.5-5% post-summer, supported by beauty’s historically resilient demand
profile. 2) I’Oreal Outlook: Despite a strong H1 with some concerns of
deceleration and the prospect of tougher comps next year, confidence remains
high, with a clear emphasis on stepping up innovation and launch cadence into
H2 and beyond (including continued category “whitespace” expansion such as
body care) alongside disciplined reinvestment. 3) China: China remains a key
profit pool (c.17% of sales) with a heavy Luxe skew (close to 60% of L’Oreal
sales in the market) and a structurally e-commerce-led model (2/3 of sales
online), where L’Oréal continues to gain share and is focused on mastering both
growth and profitability on online platforms, namely Douyin (China’s Tik Tok
equivalent). After Luxury, Consumer is the second-largest business in the
region, with Derma growing at a fast pace, while Professional remains small.
4) North America: The US remains a strategic growth market (c.25% of sales)
with robust underlying demand and nearly half of US sales from American
brands. L’Oreal noted the market is heavily innovation driven, with heightened
competition from indie brands pushing the boundaries of this dynamic. In the
LT, management projects the mass market will increase by another 10-20m
consumers, while Luxe remains a structural opportunity with over one-third of
affluent consumers living in the US. 5) Europe: Europe is described as
outperforming via an “invest to win” approach (product, A&P), with e-
commerce cited as a particular competitive advantage. 6) SAPMENA: Despite
some supply-chain constraints due to the conflict in the Middle East, the region
remains very dynamic. SEA remains a priority, with notable growth in India
and Vietnam. Overall, the region’s outperformance can be attributed to trading-
up, strong Derma and Professional momentum, and leadership in e-commerce
and social commerce. 7) Galderma: The incremental stake in Galderma (10%
to 20%) is framed as a strategic learning lever into fast-growing aesthetics
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Quant Current Hist %Rank (1=Top)
Factors %Rank  6M 1Y 3y 5Y
Value N 95 96 97 94
Growth 64 42 38 26
Momentum 25 18 28 33 27
Quality 16 6 8 10 22
Low Vol 63 57 47 37 24
ESGQ 17 21 26 N 43
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YTD m 3m 12m
Abs 4.9% -0.3% 2.4% -4.5%
Rel -5.0% 1.2% -2.0% -22.2%
Company Data
Shares O/S (mn) 564
52-week range (€) 405.80-338.85
Market cap ($ mn) 251,779.10
Exchange rate 0.86
Free float (%) 44.9%
3M ADV (mn) 0.35
3M ADV ($ mn) 156.8
Volatility (90 Day) 22
Index MSCI Europe
BBG ANR (Buy | Hold | Sell) 17/8]2
Key Metrics (FYE Dec)
€ in millions FY25A FY26E FY27E FY28E
Financial Estimates
Revenue 44,052 46,861 49,560 52,307
Adj. EBITDA 10,709 11,485 12,240 13,017
Adj. EBIT 8,892 9,552 10,196 10,859
Adj. net income 6,807 7,233 7,845 8,407
Adj. EPS 12.71 13.52 14.67 15.72
BBG EPS 12.86 13.66 14.92 16.24
Cashflow from operations 9,016 9,107 9,712 10,354
FCFF 7,433 7,553 8,054 8,569
Margins and Growth
Revenue Growth Y/Y (%) 1.3% 6.4% 5.8% 5.5%
Same Store Sales Growth (%) - - - -
Gross margin 74.3% 74.4% 74.5% 74.6%
EBITDA margin 24.3% 24.5% 24.7% 24.9%
EBITDA Growth Y/Y (%) 1.6% 7.2% 6.6% 6.3%
EBIT margin 20.2% 20.4% 20.6% 20.8%
Net margin 15.5% 15.4% 15.8% 16.1%
Adj. EPS growth 0.4% 6.3% 8.5% 7.2%
Ratios
Net debt/EBITDA 0.3 0.7 04 0.1
ROIC - - - -
ROE 20.0% 25.1% 31.9% 29.6%
Valuation
FCFF yield 3.6% 3.7% 3.9% 4.2%
Dividend yield 1.9% 2.0% 2.2% 2.3%
EV/Revenue 4.8 46 43 4.0
EV/EBITDA 19.7 18.8 174 16.0
Adj. PIE 30.3 285 26.2 245
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Summary Investment Thesis and Valuation
Investment Thesis

We rate L’Oréal Neutral as we view the company’s mid-term
growth of ¢5% at odds with a premium rating amid an uncertain
global Beauty market. Near term, support from US market
demand should address top-line weakness concerns, although
we retain our mid-term top-line growth forecasts at c¢5%,
modestly outperforming the global beauty market, which is
facing normalisation in Europe and an uncertain N. Asia. As the
top-line growth gap narrows vs. European staples peers, we
believe L’Oréal’s premium rating will remain at risk.

Valuation

We set a Dec-27 DCF-derived Target Price of €375 (WACC of
8.5%; LT growth rate of 3.5%).

Performance Drivers

Market
Sector
Macro
Style
Idiosyn. 52%
Factors 6M Corr 1Y Corr
Market: MSCI Europe ex UK 0.49 0.51
Sect: Cons Staples 0.38 0.46
Ind: H'hold, Personal Prod 0.94 0.95
Macro:
Germany Govt 10Y Yield -0.20 -0.25
Euro 0.28 0.16
Eurozone Exports 0.13 0.13
Quant Styles:
LowVol 0.22 0.24
Momentum 0.04 -0.13
DivYld 0.17 0.12

Source: J.P. Morgan Global Markets Strategy for Performance Drivers; company data, Bloomberg Finance L.P. and J.P. Morgan estimates for all other tables. Note: Price history may not be complete or

exact.
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adjacencies, with board representation supporting deeper category understanding. 8)
Margins: While SG&A has edged down to a little over 18% of sales, management sees
multi-year further potential to close the gap to 15% vs the Staples average via IT-enabled
process harmonisation and shared services, while continuing to recycle efficiency into
innovation and brand investment.
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Investment Thesis, Valuation and Risks

L'Oréal (Neutral; Price Target: €375.00)

Investment Thesis

We rate L’Oréal Neutral as we view the company’s mid-term growth of ¢5% at odds with
a premium rating amid an uncertain global Beauty market. Near term, support from US
market demand should address top-line weakness concerns, although we retain our mid-
term top-line growth forecasts at c5%, modestly outperforming the global beauty market,
which is facing normalisation in Europe and an uncertain N. Asia. As the top-line growth
gap narrows vs. European staples peers, we believe L’Oréal’s premium rating will remain
at risk.

Valuation
We set a Dec-27 DCF-derived Target Price of €375 (WACC of 8.5%; LT growth rate of
3.5%).

L’Oréal: DCF Valuation

PV of Cash Flow (27-36e) 69,518
+Terminal Value 132,472
Firm Value 201,990
-Net Debt/(Cash) -8,036
Minorities -51

Sanofi 6,685
Equity Value 200,588
Equity Value per Share (€) 375
WACC 8.5%
LT Growth Rate 3.5%

Source: J.P. Morgan estimates.

Risks to Rating and Price Target

Upside risks to our rating and price target include: a stronger-than-expected China recovery
leading to Luxe acceleration as well as in Travel Retail; a better-than-feared slowdown in
W. Europe would also drive upside risks. Downside risks include: a deterioration in trading
conditions in the company’s key markets, e.g. Europe/ US/China, a material change in the
value of its minority stake, and mergers and acquisitions. In addition, a retail slowdown or
travel restrictions could weigh on the company negatively, as well as a strengthening of the
euro, which could lead to earnings downgrades.



Celine Pannuti, CFA A¢ Europe Equity Research J.P MOI‘gaD

(44-20) 7134-7123 08 September 2026
celine.pannuti@jpmorgan.com

L'Oréal: Summary of Financials



Celine Pannuti, CFA A¢ Europe Equity Research J.P MOI‘gan

(44-20) 7134-7123 08 September 2026
celine.pannuti@jpmorgan.com

Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research Analysts
are primarily responsible for this report, the Research Analyst denoted by an “AC” on the cover or within the document individually certifies,
with respect to each security or issuer that the Research Analyst covers in this research) that: (1) all of the views expressed in this report
accurately reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and (2) no part of any of the
Research Analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
Research Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if applicable, they also certify, as per KOFIA
requirements, that the Research Analyst’s analysis was made in good faith and that the views reflect the Research Analyst’s own opinion,
without undue influence or intervention.

All authors named within this report are Research Analysts who produce independent research unless otherwise specified. In Europe, Sector
Specialists (Sales and Trading) may be shown on this report as contacts but are not authors of the report or part of the Research Department.

Important Disclosures

« Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to L'Oréal
or related entities.

. Manager or Co-manager: J.P. Morgan acted as manager or co-manager in a public offering of securities or financial instruments (as such
term is defined in Directive 2014/65/EU) of/for L'Oréal or related entities within the past 12 months.

« Beneficial Ownership (1% or more): J.P. Morgan beneficially owns 1% or more of a class of common equity securities of L'Oréal or related
entities.

« Client: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients: L'Oréal or related entities.

« Client/Investment Banking: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as investment banking
clients: L'Oréal or related entities.

« Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies)
as clients, and the services provided were non-investment-banking, securities-related: L'Oréal or related entities.

« Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients, and the
services provided were non-securities-related: L'Oréal or related entities.

. Investment Banking Compensation Received: J.P. Morgan has received in the past 12 months compensation for investment banking services
from L'Oréal or related entities.

. Potential Investment Banking Compensation: J.P. Morgan expects to receive, or intends to seek, compensation for investment banking
services in the next three months from L'Oréal or related entities.

« Non-Investment Banking Compensation Received: J.P. Morgan has received compensation in the past 12 months for products or services
other than investment banking from L'Or¢éal or related entities.

« Debt Position: J.P. Morgan may hold a position in the debt securities of L'Oréal or related entities, if any.

Company-Specific Disclosures: J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors
should be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report
as only a single factor in making their investment decision. Important disclosures, including price charts and credit opinion history tables (if
applicable), are available for compendium reports and all J.P. Morgan—covered companies, and certain non-covered companies, by visiting
https://www.jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries@jpmorgan.com with your
request.

WEGEH IV



Celine Pannuti, CFA A€
(44-20) 7134-7123
celine.pannuti@jpmorgan.com

Europe Equity Research
08 September 2026

J.PMorgan

L'Oréal (OREP.PA, OR FP) Price Chart Date Rating Price (€)  Price Target
(€)
650 29-Nov-23 N 430.70 420
N €390 N €360 N €375 a - :
600 12-Feb-24 N 418.80 410
15-Aug-24 N 380.55 390
_— uw €290 16-Oct-24 uw 37640 325
27-Nov-24 uw 332.45 290
500 31-Jul-25 N 388.55 360
i UW €325
Price(€) e d L) 09-Oct-25 N 383.10 350
450 26-Nov-25 N 367.20 365
11-Aug-26 N 388.50 375
WW“*
350 W
300
Jan May Sep Jan May Sep Jan May Sep
24 24 24 25 25 25 26 26 26

Source: Bloomberg Finance L.P. and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Jan 18, 1999. All share prices are as of market close on the previous business day.
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