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Summary

The Estee Lauder Companies is focused on rebuilding
profitability through its expanded Profit Recovery and Growth
Plan (“PRGP”), which aims to restore margins while
supporting sustainable sales growth. Disciplined cost actions
combined with increased consumer-facing investments are
improving efficiency and agility. The “Beauty Reimagined”
strategy is gaining traction through stronger innovation,
expanded global reach and improved brand execution. Digital
remains a key growth driver, supported by social commerce,
broader online distribution and a new Shopify partnership.
Solid momentum in emerging markets, including China,
Mexico and India, further supports confidence in a durable
turnaround and long-term growth. We estimate a 9.7%
adjusted operating margin for fiscal 2026, up 170 basis points
from last year.

Data Overview

52 Week High-Low $109.62 - $48.37

20 Day Average Volume (sh) 3,362,899

Market Cap $37.9 B

YTD Price Change 40.4%

Beta 1.18

Dividend / Div Yld $1.40 / 1.3%

Industry Cosmetics

Zacks Industry Rank Bottom 13% (210 out of 243)

Last EPS Surprise 100.0%

Last Sales Surprise 2.9%

EPS F1 Est- 4 week change 0.3%

Expected Report Date 02/03/2026

Earnings ESP -0.6%

P/E TTM 62.7

P/E F1 51.9

PEG F1 1.6

P/S TTM 2.6

Price, Consensus & Surprise(1)

Sales and EPS Growth Rates (Y/Y %)(2)

Sales   EPS 

Sales Estimates (millions of $)(2)

  Q1 Q2 Q3 Q4 Annual*

2027 3,554 E 4,333 E 3,857 E 3,677 E 15,421 E

2026 3,481 A 4,182 E 3,721 E 3,547 E 14,931 E

2025 3,361 A 4,004 A 3,550 A 3,411 A 14,326 A

EPS Estimates(2)

  Q1 Q2 Q3 Q4 Annual*

2027 0.35 E 0.99 E 0.86 E 0.48 E 2.68 E

2026 0.32 A 0.75 E 0.72 E 0.30 E 2.08 E

2025 0.14 A 0.62 A 0.65 A 0.09 A 1.51 A

*Quarterly figures may not add up to annual.

(1) The data in the charts and tables, except the estimates, is as of 12/18/2025.
(2) The report's text, the analyst-provided estimates, and the price target are as of 12/17/2025.
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Overview

New York-based The Estee Lauder Companies Inc. is one of the world's
leading manufacturers and marketers of skin care, makeup, fragrance
and hair care products. The company’s products are sold through
department stores, mass retailers, company-owned retail stores, hair
salons and travel-related establishments.

The Estee Lauder Companies' manufacturing and research facilities are
spread across the U.S., Canada, Belgium, Switzerland, Japan, South
Africa and the U.K. The company reports operating results in terms of
product categories and geographic regions. In terms of product
categories, The Estee Lauder Companies' primary segments include:

Skin Care(48.6% of fiscal 2025 sales): This segment sells skin care
products like moisturizers, creams, lotions, and cleansers.

Makeup (29.4% of fiscal 2025 sales): This segment manufactures,
markets and sells makeup products.

Fragrances (17.4% of fiscal 2025 sales): This segment sells fragrance
products as well as lotions, powders, creams and soaps, based on a
particular fragrance.

Hair care (3.9% of fiscal 2025 sales): This segment includes hair color
and styling products.

Other: This segment sells ancillary products and services.

Region-wise, the company reports under The Americas (30.8% of fiscal 2025 sales), EUKEM (24.9%), Asia/Pacific (25.2%) and Mainland China
(19.1%).

(Note: Zacks identifies fiscal years by the month in which the fiscal year ends, while EL identifies their fiscal year by the calendar year in which it
begins; so comparable figures for any given fiscal year, as published by EL, will refer to this same fiscal year as being the year before the same
year, as identified by Zacks)

As of 12/18/2025

As of 12/17/2025
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Reasons To Buy:

Rebuilding Profitability: The Estee Lauder Companies is committed to executing its PRGP,
previously known as the Profit Recovery Plan. The plan has been renamed to better reflect its
dual focus on accelerating sales growth and recovering profit margins. The PRGP is a pivotal
initiative designed to address the company's current profitability challenges and drive future
growth. It focuses on three primary benefit areas — accelerating margin expansion, fueling
growth with targeted investments and simplifying processes to enhance agility. For fiscal
2026, the company is building on stronger-than-expected savings from the prior year. Through
September 2025, the company has recognized $697 million in cumulative restructuring
charges under its multiyear PRGP restructuring program, which is expected to generate $0.8-
$1.0 billion in annual gross benefits. In the first quarter of fiscal 2026, Estée Lauder reduced
non-consumer-facing expenses by 3%, enabling a 4% increase in consumer-facing
investments. These efforts contributed to a 60-bps increase in adjusted gross margin to
73.3% and a 300-bps expansion in adjusted operating margin to 7.3%, driven by lower obsolescence, moderated promotions and
procurement savings. Management reaffirmed fiscal 2026 as a margin recovery year, with guidance calling for an adjusted operating margin
of 9.4-9.9%. Longer term, the company reiterated its goal of restoring a solid double-digit adjusted operating margin, cementing the PRGP as
the cornerstone of Estée Lauder’s profitability rebuild. We estimate a 9.7% adjusted operating margin for fiscal 2026, up 170 basis points
from last year.

Beauty Reimagined Holds Promise: The Estee Lauder Companies’ "Beauty Reimagined," an ambitious strategic vision designed to
restore sustainable sales growth and achieve a solid double-digit adjusted operating margin in the coming years. This initiative aims to
position the company as the leading consumer-centric prestige beauty brand. The company is undergoing a significant transformation of its
operating model to become leaner, faster and more agile while taking decisive actions to expand consumer reach, accelerate innovation and
increase investments in consumer-facing areas.

The strategy is already showing clear traction, with the first quarter of fiscal 2026 marking the first coordinated progress across all five action
plan priorities. The company strengthened consumer reach through expanded Amazon distribution, opening new storefronts in Mexico and
the United Kingdom and adding brands in Canada and Japan, alongside deeper penetration on TikTok Shop, where M·A·C earned the
platform’s Top Brand Campaign Award for 2025. Innovation also advanced with notable launches across fragrance, skin care and makeup,
including TOM FORD’s Oud Voyager and Black Orchid Reserve, Estée Lauder’s Advanced Night Repair Eye Lift + Sculpt and new acne
solutions from The Ordinary. Increased consumer-facing investments supported demand generation and the addition of 14 net new
freestanding fragrance stores, enhancing retail execution and brand visibility. Collectively, Beauty Reimagined is strengthening near-term
recovery while laying the foundation for sustained sales growth and margin expansion.

Strong Online Business: Estée Lauder’s online business remains a critical multi-year growth engine and the first quarter of fiscal 2026
results demonstrated meaningful acceleration as global online organic sales grew double digits, up from mid-single-digit growth in the prior
quarter. This momentum was driven by stronger consumer engagement across Tmall, JD, Douyin and Notino, coupled with expanded reach
through fast-growing social commerce channels such as TikTok Shop, where the company launched M·A·C, Clinique and Dr.Jart+ in the
United States and The Ordinary in Malaysia and Singapore. Online growth also benefited from expanded availability in Amazon Premium
Beauty, with Clinique, The Ordinary and Estée Lauder entering Amazon Mexico, and Origins and Lab Series expanding in Canada and
Japan. In addition, the company announced a significant step forward in its digital transformation through a new global partnership with
Shopify, which will modernize its direct-to-consumer infrastructure and deliver a unified, best-in-class omnichannel experience. Together,
these advancements further strengthen Estée Lauder’s digital capabilities and position online as an increasingly important contributor to its
broader growth strategy.

Solid Presence in Emerging Markets: The Estee Lauder Companies has a strong presence in emerging markets, where demand appears
to be growing. The company’s priority emerging markets collectively delivered high-single-digit growth in the first quarter of fiscal 2026, led by
double-digit increases in Mexico, Turkey and India, reflecting strong consumer engagement and expanding brand penetration. Mainland
China remains a critical growth pillar, with the first quarter of fiscal 2026 organic sales rising 9%, driven by double-digit retail sales growth and
share gains across every category and channel, including both brick-and-mortar and online, supported by targeted activations and a robust
innovation slate. Collectively, these initiatives highlight the company’s strategy to capture rising demand, expand its reach across emerging
economies and reinforce its global brand strength.

Estee Lauder’s
turnaround gains traction
as PRGP drives margin
recovery, Beauty
Reimagined boosts
innovation and reach,
digital sales accelerate
and emerging markets fuel
renewed growth.
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Risks(2)

Weakness in Travel Retail: The Estee Lauder Companies continues to navigate a challenging operating environment, particularly within
its travel retail segment. Management acknowledged that persistent challenges in Eastern travel retail markets continue to pressure retail
sales, driven by weak consumer conversion and uneven recovery trends. More concerning, the company expects these pressures to
worsen in the second half of fiscal 2026 as it laps easier prior-year comparisons, including the period when Mainland China and travel
retail shipments began to normalize. The contraction not only drags on revenues but also exerts pressure on margins due to operating
deleverage.
 
Softness in Key Markets: Underlying regional performance remains fragile and continues to weigh on consolidated results. In the
Americas, organic net sales declined 2% in the first quarter of fiscal 2026, reflecting continued deterioration in department stores, retailer
bankruptcies, store closures, softness across select retail partners and elevated inventory levels that persisted through the quarter. In
Europe, management noted that prestige beauty growth remains slow or negative in several major markets. These pressures across key
international markets continue to weigh heavily on the company’s revenues and profitability, particularly as many of these regions have
historically been strong growth drivers.
 
Currency Headwinds and Tariff Pressures: Owing to The Estee Lauder Companies' solid international presence, the company remains
exposed to unfavorable currency fluctuations. The weakening of foreign currencies against the U.S. dollar may require the company to
either raise prices or contract profit margins in locations outside the country. The volatility in exchange rates is a concern for the company.
In addition, management reaffirmed that enacted tariffs are expected to reduce fiscal 2026 profitability by approximately $100 million, even
after mitigation actions. While the company is pursuing supply-chain and manufacturing adjustments to offset part of the impact, execution
risk remains elevated and the combination of persistent currency volatility and trade policy uncertainty represents a sustained and material
headwind to earnings recovery.
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Last Earnings Report

Estee Lauder Q1 Earnings Beat Estimates, Sales Up 4% Y/Y

The Estee Lauder Companies reported first-quarter fiscal 2026 results, with the top and bottom
lines beating the Zacks Consensus Estimate. Also, net sales and earnings increased year over
year. Adjusted earnings of 32 cents per share beat the Zacks Consensus Estimate of 16 cents
in the fiscal first quarter. The bottom line rose 128.5% from earnings of 14 cents in the year-ago
quarter. The company's quarterly net sales of $3,481 million beat the Zacks Consensus
Estimate of $3,384 million. The top line increased 4% year over year. Organic net sales gained
3% to reach $3,455 million, reflecting increases across all product categories, except makeup
and hair care, and all geographic regions except the Americas.

Category-Wise Revenue Results for Estee Lauder's Q1

Skin Care sales rose 3% year over year to $1,575 million, led by La Mer and Estée Lauder. Growth was driven by stronger Asia travel retail sales
and innovations in key product lines, while operating income benefited from higher sales and PRGP cost savings.

Makeup revenues declined 2% year over year to $1,030 million, mainly due to lower Bobbi Brown sales and fewer eye product offerings.
Operating results improved, driven by the absence of prior-year litigation charges, PRGP cost savings and reduced promotions, partly offset by
higher marketing investments for new launches.

In the Fragrance category, revenues of $721 million increased 13%, led by strong growth from luxury brands Le Labo, TOM FORD and Jo
Malone London. Gains were driven by successful product innovations, expanded consumer reach and continued demand for core collections like
Another 13, Santal 33 and Wood Sage & Sea Salt.

Hair Care sales totaled $129 million, down 7% year over year, largely due to Aveda’s strategic pullback on promotions, store closures and salon
channel softness, partly offset by new product innovation and its launch on Amazon’s U.S. Premium Beauty store.

Sales in the Americas fell 2% year over year to $1,174 million. Revenues in the Europe, the Middle East & Africa (EMEA) region broke even at
$901 million. In the Asia-Pacific region, sales increased 9% to $873 million whereas in Mainland China sales increased 9% to $532 million.

Estee Lauder’s Q1 Margin Breakdown: Key Insights

Estee Lauder’s adjusted gross margin expanded 100 basis points year over year to 73.4%. This growth was primarily fueled by gains from the
company’s Profit Recovery and Growth Plan (PRGP), improved procurement and reduced promotional activity, which more than offset inflation
and currency headwinds. Estee Lauder reported operating earnings of $169 million compared with a loss of $121 million in the prior-year period.
Excluding returns and charges related to restructuring and other activities, the operating earnings were $255 million compared with earnings of
$144 million a year ago. Adjusted Operating Income expanded 300 bps to 7.3%, driven by PRGP efficiencies that lowered non-consumer-facing
expenses and supported consumer-facing investments.

Estee Lauder’s Financial Health Snapshot

The company exited the quarter with cash and cash equivalents of $2,219 million, long-term debt of $7,320 million and total equity of $3,890
million. The net cash flow provided for operating activities for the three months ended Sept. 30, 2025, was $340 million. Capital expenditures
during this time amounted to $96 million.

Estee Lauder’s Restructuring Program of PRGP

In February 2025, Estee Lauder announced an expansion of the PRGP, including a comprehensive restructuring initiative aimed at transforming
its operating model. The plan is set to be largely executed with completion expected in fiscal 2027, when the company anticipates realizing nearly
all of the full run-rate benefits. The PRGP is designed to support a return to sales growth in fiscal 2026, restore a solid double-digit adjusted
operating margin over the next few years and continue to mitigate the impact of external market volatility. Estee Lauder anticipates incurring
restructuring and related charges ranging from $1.2 billion to $1.6 billion before taxes as part of its PRGP. The restructuring initiative is expected
to generate annual gross benefits estimated between $800 million and $1 billion, before taxes. As part of this effort, the company predicts a net
reduction in positions of approximately 5,800 to 7,000. Through Oct. 26, 2025, $852 million in charges and over 4,000 position reductions have
been approved, representing a significant portion of the program’s expected benefits and impact.

What to Expect From Estee Lauder in FY26?

For fiscal 2026, the company reaffirms its full-year outlook. It is actively managing trade policy and tariff risks through mitigation strategies,
including leveraging trade programs and optimizing regional manufacturing such as its Japan facility while enhancing supply chain agility, which
is expected to offset more than half of the potential impacts. The reported net sales are estimated to rise 2-5% compared with the prior-year level.
The company’s adjusted organic net sales are also anticipated to grow 0-3% in the year. The adjusted earnings per share are likely to increase
26-39%, ranging from $1.90 to $2.10 in fiscal 2026.

FY Quarter Ending 6/30/2025

Earnings Reporting Date Oct 30, 2025

Sales Surprise 2.86%

EPS Surprise 100.00%

Quarterly EPS 0.32

Annual EPS (TTM) 1.68
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Valuation

The Estee Lauder Companies’ shares are up 40.6% in the past six-month period and 35.9% over the trailing 12-month period. Stocks in the
Zacks sub-industry are up 12.4% and the Zacks Consumer Staples sector is down 2.9% in the past six-month period. Over the past year, the
Zacks sub-industry is up 1% but the sector is up 0.7%.

The S&P 500 index is up 17.1% in the past six-month period and 16% in the past year.

The stock is currently trading at 41.75X forward 12-month earnings, which compares to 27.74X for the Zacks sub-industry, 16.49X for the Zacks
sector and 23.3X for the S&P 500 index.

Over the past five years, the stock has traded as high as 60.17X and as low as 19.1X, with a 5-year median of 38.05X. Our Outperform
recommendation indicates that the stock will perform better than the market. Our $120 price target reflects 48.01X forward 12-month earnings.

The table below shows summary valuation data for EL
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Industry Comparison(1) Industry: Cosmetics Industry Peers

  EL X Industry S&P 500 COTY NUS SSDOY

Zacks Recommendation (Long Term) Outperform - - Neutral Neutral Neutral

Zacks Rank (Short Term) 2 - - 3 3

VGM Score C - - D B

Market Cap 37.95 B 239.27 M 38.74 B 2.85 B 509.93 M 5.95 B

# of Analysts 10 3 22 7 1

Dividend Yield 1.33% 0.00% 1.42% 0.00% 2.29% 1.17%

Value Score D - - B A

Cash/Price 0.06 0.06 0.04 0.10 0.49 0.12

EV/EBITDA 294.84 12.29 14.56 22.81 -5.91 13.46

PEG Ratio 1.57 0.79 2.18 0.24 NA NA

Price/Book (P/B) 9.75 1.49 3.30 0.75 0.64 1.49

Price/Cash Flow (P/CF) 27.60 15.38 15.17 4.57 4.66 14.48

P/E (F1) 52.23 8.05 19.74 7.81 8.05 NA

Price/Sales (P/S) 2.63 0.92 3.08 0.49 0.33 0.92

Earnings Yield 2.04% 8.70% 5.04% 12.88% 12.43% NA%

Debt/Equity 1.88 0.53 0.57 1.05 0.26 0.43

Cash Flow ($/share) 3.82 0.64 8.99 0.71 2.25 1.03

Growth Score B - - D C NA

Hist. EPS Growth (3-5 yrs) -28.17% -14.15% 8.16% 8.77% -30.56% -8.76%

Proj. EPS Growth (F1/F0) 37.75% 32.45% 8.60% 90.91% 54.76% NA

Curr. Cash Flow Growth -21.99% -21.99% 6.75% -17.88% -31.52% -40.26%

Hist. Cash Flow Growth (3-5 yrs) -8.33% -4.48% 7.43% 12.04% -14.91% -19.62%

Current Ratio 1.32 1.70 1.18 0.85 2.15 1.35

Debt/Capital 65.30% 34.29% 38.01% 51.84% 20.72% 30.23%

Net Margin -6.44% -5.80% 12.78% -6.60% 7.02% -5.80%

Return on Equity 14.92% 8.72% 17.00% 4.74% 9.15% -1.36%

Sales/Assets 0.73 0.76 0.53 0.49 1.09 0.76

Proj. Sales Growth (F1/F0) 4.20% 0.00% 5.79% 0.00% -13.50% -4.20%

Momentum Score A - - F D

Daily Price Chg 0.87% 0.00% -1.16% -0.31% -0.48% -2.20%

1 Week Price Chg -0.98% 0.00% -2.40% -6.67% 6.31% 2.56%

4 Week Price Chg 22.57% 0.00% 1.19% 0.31% 9.87% 0.30%

12 Week Price Chg 23.40% -8.13% 1.26% -17.68% -11.88% -13.81%

52 Week Price Chg 40.47% -32.73% 14.46% -53.36% 48.58% -16.14%

20 Day Average Volume 3,362,899 89,318 2,751,030 5,316,959 410,097 89,318

(F1) EPS Est 1 week change 0.28% -0.35% 0.00% -0.70% 0.00% NA

(F1) EPS Est 4 week change 0.28% -1.91% 0.00% -2.36% 0.00% NA

(F1) EPS Est 12 week change 5.23% -11.31% 0.69% -7.05% 3.17% NA

(Q1) EPS Est Mthly Chg 0.95% -1.97% 0.00% -1.97% 0.00% NA

Industry Analysis(1) Zacks Industry Rank: Bottom 13% (210 out of 243) Top Peers (1)

Company (Ticker) Rec Rank

Coty (COTY) Neutral 3

European Wax Center,… (EWCZ) Neutral 3

Nu Skin Enterprises,… (NUS) Neutral 3

Shiseido Co. (SSDOY) Neutral NA

Ulta Beauty Inc. (ULTA) Neutral 2

Waldencast PLC (WALD) Neutral 4

e.l.f. Beauty (ELF) Underperform 5

Helen of Troy Limite… (HELE) Underperform 4
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Analyst Earnings Model(2)
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Zacks Stock Rating System

We offer two rating systems that take into account investors' holding horizons: Zacks Rank and Zacks Recommendation. Each provides valuable
insights into the future profitability of the stock and can be used separately or in combination with each other depending on your investment style.

Zacks Recommendation

The Zacks Recommendation aims to predict performance over the next 6 to 12 months. The foundation for the quantitatively determined Zacks
Recommendation is trends in the company's estimate revisions and earnings outlook. The Zacks Recommendation is broken down into 3 Levels;
Outperform, Neutral and Underperform. Unlike many Wall Street firms, we have an excellent balance between the number of Outperform and
Neutral recommendations. Our team of 70 analysts are fully versed in the benefits of earnings estimate revisions and how that is harnessed
through the Zacks quantitative rating system. But we have given our analysts the ability to override the Zacks Recommendation for the 1200
stocks that they follow. The reason for the analyst over-rides is that there are often factors such as valuation, industry conditions and
management effectiveness that a trained investment professional can spot better than a quantitative model.

Zacks Rank

The Zacks Rank is our short-term rating system that is most effective over the one- to three-month holding horizon. The underlying driver for the
quantitatively-determined Zacks Rank is the same as the Zacks Recommendation, and reflects trends in earnings estimate revisions.

Zacks Style Scores

The Zacks Style Score is as a complementary indicator to the Zacks rating system, giving investors a way
to focus on the highest rated stocks that best fit their own stock picking preferences.

Academic research has proven that stocks with the best Value, Growth and Momentum characteristics
outperform the market. The Zacks Style Scores rate stocks on each of these individual styles and assigns
a rating of A, B, C, D and F. We also produce the VGM Score (V for Value, G for Growth and M for
Momentum), which combines the weighted average of the individual Style Scores into one score. This is
perfectly suited for those who want their stocks to have the best scores across the board.

As an investor, you want to buy stocks with the highest probability of success. That means buying stocks with a Zacks Recommendation of
Outperform, which also has a Style Score of an A or a B.

Value Score D

Growth Score B

Momentum Score A

VGM Score C

Disclosures

This report contains independent commentary to be used for informational purposes only. The analysts contributing to this report do
not hold any shares of this stock. The analysts contributing to this report do not serve on the board of the company that issued this
stock. The EPS and revenue forecasts are the Zacks Consensus estimates, unless otherwise indicated in the report’s first-page
footnote. Additionally, the analysts contributing to this report certify that the views expressed herein accurately reflect the analysts' personal
views as to the subject securities and issuers. ZIR certifies that no part of the analysts' compensation was, is, or will be, directly or indirectly,
related to the specific recommendation or views expressed by the analyst in the report.

Additional information on the securities mentioned in this report is available upon request. This report is based on data obtained from sources we
believe to be reliable, but is not guaranteed as to accuracy and does not purport to be complete. Any opinions expressed herein are subject to
change.

ZIR is not an investment advisor and the report should not be construed as advice designed to meet the particular investment needs of any
investor. Prior to making any investment decision, you are advised to consult with your broker, investment advisor, or other appropriate tax or
financial professional to determine the suitability of any investment. This report and others like it are published regularly and not in response to
episodic market activity or events affecting the securities industry.

This report is not to be construed as an offer or the solicitation of an offer to buy or sell the securities herein mentioned. ZIR or its officers,
employees or customers may have a position long or short in the securities mentioned and buy or sell the securities from time to time. ZIR is not
a broker-dealer. ZIR may enter into arms-length agreements with broker-dealers to provide this research to their clients. Zacks and its staff are
not involved in investment banking activities for the stock issuer covered in this report.

ZIR uses the following rating system for the securities it covers. Outperform- ZIR expects that the subject company will outperform the broader
U.S. equities markets over the next six to twelve months. Neutral- ZIR expects that the company will perform in line with the broader U.S.
equities markets over the next six to twelve months. Underperform- ZIR expects the company will underperform the broader U.S. equities
markets over the next six to twelve months.

No part of this report can be reprinted, republished or transmitted electronically without the prior written authorization of ZIR.
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