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Introduction
Nestlé S.A. is a Switzerland-based global food and beverage company with major businesses in coffee,
pet care, nutrition, prepared foods, confectionery, dairy, and water. A financial-position analysis
should not begin by declaring the shares safe or recommending that investors commit their
“maximum capacity,” as the original essay does. No equity investment is risk free, and a conclusion
based on 2020 ratios is obsolete in 2026. This revision evaluates Nestlé using its 2025 full-year results
and the half-year results released on July 23, 2026. It distinguishes reported sales from organic
growth, accounting profit from underlying profit, liquidity from solvency, and company performance
from a personalized investment recommendation (Nestlé S.A., 2026, Annual Report 2025; Nestlé S.A.,
2026, Half-year results 2026).

Why the Original Ratio Analysis Was Unreliable
The original essay reports a quick ratio of 0.60, a current ratio of 1.34, an EBITDA rate of 11.9%, and a
“cash debt ratio” of 0.22 without showing the balance-sheet inputs, dates, formulas, or consistent
comparison basis. It also compares Nestlé with “Kraft” without clarifying whether the company is Kraft
Heinz, which differs in portfolio, geography, accounting, and capital structure. A ratio is meaningful
only when the numerator and denominator are defined, the data come from the same reporting
period, and trends and peers are interpreted cautiously. A low current ratio is not proof that a mature
consumer company cannot meet obligations; it must be considered with cash flow, working-capital
structure, credit access, and debt maturities.

2025 Full-Year Foundation
Nestlé reported 2025 sales of CHF 89.5 billion. Organic growth was 3.5%, including real internal
growth of 0.8% and pricing of 2.8%. The distinction matters because reported sales can decline when
the Swiss franc strengthens even while underlying volumes and prices improve. The underlying
trading operating profit margin was 16.1%, free cash flow was CHF 9.2 billion, and net profit was CHF
9.0 billion. Net debt to adjusted EBITDA was 2.85 times. These figures show a large, cash-generative
enterprise, but they also indicate material leverage and exposure to currency, commodity costs,
consumer demand, product quality, and execution (Nestlé S.A., 2026, Full-year results 2025; Nestlé
S.A., 2026, Annual Report 2025).
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First-Half 2026 Sales and Organic Growth
For the first half of 2026, reported sales were CHF 43.1 billion, down 2.5% from CHF 44.2 billion in the
comparable period. The decline was driven primarily by a 6.2% negative foreign-exchange effect, not
by a collapse in underlying sales. Organic growth was 3.6%, real internal growth was 1.5%, and
pricing contributed 2.1%. In the second quarter, organic growth reached 3.7% and real internal
growth improved to 1.8%. This pattern suggests strengthening demand and execution beneath
adverse currency translation, although growth remains uneven across categories (Nestlé S.A., 2026,
Half-year results 2026).

Reported Sales Versus Organic Performance
Reported sales convert local revenue into Swiss francs and include acquisitions, disposals, and
exchange rates. Organic growth attempts to show internal business development by excluding
currency and portfolio effects, while real internal growth reflects changes in volume and mix.
Investors should examine all three. Positive organic growth can coexist with declining reported
revenue when the Swiss franc appreciates. Conversely, pricing can support organic growth
temporarily while volumes weaken. Nestlé’s 2026 improvement in real internal growth is therefore
important because it indicates more than price increases, but the 1.5% first-half rate should still be
judged against category conditions and management’s medium-term objectives (Nestlé S.A., 2026,
Half-year results 2026).

Profitability in the First Half of 2026
Underlying trading operating profit was CHF 7.1 billion, down 2.8% from CHF 7.3 billion. The
underlying margin was 16.4%, only 10 basis points below the comparable 16.5%. Gross margin
declined 20 basis points to 46.4%. These changes indicate resilience rather than dramatic expansion.
Advertising and marketing rose to 8.9% of sales, reflecting greater investment behind brands and
growth platforms. Profitability must be evaluated after considering coffee and cocoa inflation, tariffs,
restructuring, portfolio changes, and exchange rates. A stable underlying margin can be constructive
when the company is increasing investment, but it does not guarantee future margin improvement
(Nestlé S.A., 2026, Half-year results 2026).

Net Profit and Underlying Earnings
Reported first-half net profit fell 31.4% to CHF 3.5 billion, and basic earnings per share fell to CHF
1.35. The decline was driven substantially by restructuring costs and write-downs of assets classified
as held for sale. Underlying net profit was CHF 5.7 billion, down 2.4% in reported currency but up
3.4% in constant currency; underlying EPS was CHF 2.22. The large gap between reported and



Copyright © 2026 Academic Master. | 3

underlying results illustrates why analysts must examine reconciliation items. Underlying measures
can clarify operating trends, but they are management-defined and should not cause investors to
ignore real restructuring charges or asset impairments (Nestlé S.A., 2026, Half-year results 2026).

Cash Flow
Free cash flow increased 46.3% to approximately CHF 3.4 billion in the first half of 2026, compared
with CHF 2.3 billion in the previous first half. Nestlé attributed the improvement mainly to lower
capital expenditure and a smaller working-capital outflow, partly offset by currency headwinds. Cash
generated from operations was CHF 6.3 billion. Stronger free cash flow supports dividends, debt
service, investment, and portfolio actions. However, a half-year cash result can be seasonal, and
lower capital expenditure is not automatically positive if it reflects delayed investment. The full-year
target remains above CHF 9 billion (Nestlé S.A., 2026, Half-year results 2026).

Debt and Solvency
Net debt was CHF 56.3 billion at June 30, 2026, compared with CHF 51.4 billion at December 31, 2025
and CHF 60.0 billion a year earlier. The increase since year-end largely reflected the CHF 8.0 billion
dividend payment, partly offset by generated cash. Nestlé’s scale, recurring demand, and cash flow
support access to debt markets, but leverage still constrains flexibility and exposes shareholders to
interest-rate, refinancing, and execution risk. Solvency analysis should examine maturity schedules,
interest coverage, pension obligations, lease liabilities, and proceeds from disposals rather than
relying on one current or quick ratio (Nestlé S.A., 2026, Half-year results 2026; Nestlé S.A., 2026,
Annual Report 2025).

Portfolio Restructuring
Nestlé is sharpening its portfolio around four core businesses. In July 2026 it announced a plan with
Platinum Equity to create a 50:50 joint venture for waters and premium beverages, with expected net
cash proceeds of approximately CHF 2.8 billion at closing, subject to consultation and approvals.
Mainstream vitamins, minerals and supplements and ice cream were also classified as assets held for
sale, while Nestlé acquired the remaining stake in yfood and divested Blue Bottle Coffee. These
actions may improve focus and generate cash, but they create execution risk, separation costs, write-
downs, and uncertainty about future revenue mix (Nestlé S.A., 2026, Half-year results 2026).

Category Performance
Coffee was the strongest large category in the first half, with organic growth of 7.5% and real internal
growth of 2.9%, although its underlying margin declined because of input-cost pressure and tariffs.
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Pet care produced 2.7% organic growth. Food and snacks grew 3.7%, while nutrition declined 1.2%
organically in the half, affected partly by infant-formula issues, before returning to positive growth in
the second quarter. Waters and premium beverages grew 5.1%. Category diversification reduces
dependence on one product, but it also makes capital allocation and brand execution more complex
(Nestlé S.A., 2026, Half-year results 2026).

Geographic Performance and Currency
Organic growth was positive across all zones in the first half, with stronger performance in emerging
markets and a stabilized China business after planned inventory reduction. Developed markets also
grew, but consumer confidence and retailer negotiations remain important. Because Nestlé reports in
Swiss francs while earning globally, currency translation can materially reduce reported sales and
profit. Exchange movements do not necessarily reduce local-market demand, but they affect reported
financial statements, dividend capacity in Swiss francs, and valuation. Currency should therefore be
treated as an operating reality rather than dismissed as an accounting inconvenience (Nestlé S.A.,
2026, Half-year results 2026).

Liquidity and Working Capital
Consumer-staples companies often operate with substantial trade payables, rapid inventory turnover,
and predictable cash receipts, so conventional liquidity thresholds must be interpreted in context.
Analysts should calculate current and quick ratios from the latest balance sheet, but also examine
operating cash flow, unused credit facilities, commercial-paper access, supplier terms, inventory
quality, and debt due within one year. A ratio below one may be manageable for a cash-generative
company, while a ratio above one does not guarantee safety if inventories are obsolete or receivables
are doubtful. The original assertion that one quick ratio proves liabilities cannot be paid is therefore
too strong (Nestlé S.A., 2026, Annual Report 2025).

Dividends and Shareholder Returns
Nestlé proposed a 2025 dividend of CHF 3.10 per share and has historically emphasized dividend
progression. Dividends are important to the investment case but are not guaranteed. A payout should
be compared with free cash flow, earnings quality, debt, restructuring needs, and reinvestment
opportunities. Share buybacks can increase earnings per share when shares are retired, yet they also
consume cash and may destroy value if executed at excessive prices. EPS growth should never be
attributed to operations without checking changes in the share count and exceptional items (Nestlé
S.A., 2026, Full-year results 2025).
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Major Risks
Key financial risks include commodity inflation in coffee, cocoa, dairy, grains, packaging, and energy;
foreign exchange; retailer bargaining power; consumer downtrading; tariffs and geopolitical
disruption; product recalls; regulation of nutrition and marketing; cybersecurity; water and climate
risk; debt; and portfolio execution. Brand strength can support pricing, but repeated price increases
may reduce volume or encourage private-label substitution. The infant-formula recall and related
sales returns demonstrate that quality failures can affect growth, costs, reputation, and regulatory
scrutiny simultaneously (Nestlé S.A., 2026, Annual Report 2025; Nestlé S.A., 2026, Half-year results
2026).

2026 Guidance and Scenario Analysis
After the first half, Nestlé maintained guidance for organic growth of 3% to 4%, accelerating real
internal growth, an underlying trading operating profit margin above the 2025 level, and free cash
flow above CHF 9 billion. Management now expects the second-half margin to be broadly similar to
the first half, with benefits from lower coffee and cocoa costs and savings offset by transportation and
energy pressures. A prudent analysis should test a base case, an upside case with stronger volume
and savings, and a downside case involving weaker consumers, currency pressure, cost inflation, or
slower disposals (Nestlé S.A., 2026, Half-year results 2026).

Investment Interpretation
The financial evidence supports neither a claim that Nestlé is failing nor a recommendation to invest
without fear of loss. Positive features include global brands, diversified categories, improving real
internal growth, resilient underlying margin, and stronger cash flow. Concerns include reported profit
decline, high absolute net debt, restructuring charges, portfolio-transition risk, currency exposure,
and category-specific weakness. Suitability depends on an investor’s valuation assumptions, time
horizon, currency, tax position, income needs, diversification, and tolerance for loss. A financial-
position essay can evaluate the company but should not present personalized investment advice
(Nestlé S.A., 2026, Annual Report 2025; Nestlé S.A., 2026, Half-year results 2026).

Conclusion
Nestlé’s latest results portray a large, resilient company undergoing substantial portfolio and
performance change. First-half 2026 reported sales fell to CHF 43.1 billion because currency effects
outweighed organic growth of 3.6%. Real internal growth improved, underlying margin remained near
the prior year, and free cash flow strengthened to CHF 3.4 billion. Reported net profit fell sharply
because of restructuring and asset write-downs, while net debt remained material. The correct
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conclusion is conditional: operating momentum and cash generation improved, but leverage,
currency, input costs, recalls, and restructuring require continued monitoring. Current evidence does
not justify calling the shares risk free or urging investors to commit their maximum capacity (Nestlé
S.A., 2026, Half-year results 2026).
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