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Wealth Preservation Equity Research

MAT — Mattel, Inc.
Post-Earnings Deep Dive | Q4 2025 Results & 2026 Guidance Reset

RECOMMENDATION Current Price Fair Value (Base) Bear Case Return WP Score

HOLD / WATCHLIST $14.85 $19.50 +5.8% CAGR 62 / 100

One-Line Thesis: Mattel is a quality IP powerhouse trading at trough valuations post a guidance-driven
selloff, but elevated leverage, zero dividends, and an investment-heavy 2026 create near-term earnings
headwinds that make the current risk/reward asymmetry insufficient for an immediate wealth preservation
BUY — watchlist for $12.50 entry.

Report Date: February 11, 2026 Analyst: Moschovakis Capital Research

Sector: Consumer Discretionary — Toys & GamesExchange: NASDAQ: MAT

Market Cap (Pre-MKT): ~$4.6B Beta: 0.69

52-Week Range: $14.64 — $23.34 Shares Outstanding: ~310M
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Report prepared for Moschovakis Capital. This analysis is for informational purposes only and does not constitute investment advice.
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1. EXECUTIVE SUMMARY & CATALYST ANALYSIS

What Happened

On February 10, 2026, Mattel reported Q4 2025 results that significantly missed Wall Street expectations and
issued 2026 guidance that shocked the market. The stock plunged approximately 31% in after-hours trading
from $21.06 to approximately $14.64, with premarket indications around $14.85. This represents the worst
single-session decline for MAT since December 2010 and removes approximately $2.6 billion of market
capitalization.

The Miss

Metric Actual Consensus Variance

Q4 Revenue $1.77B $1.84B -3.8%

Q4 Adj. EPS $0.39 $0.54 -27.8%

Q4 Adj. Gross Margin 46.0% ~50.0% -400 bps

FY2026 Adj. EPS Guide $1.18-$1.30 ~$1.75 -26% to -33%

FY2026 Adj. OpInc Guide $550-$600M ~$730M -18% to -25%

Key Drivers of the Miss

1. December U.S. Demand Collapse: Management noted that "December gross billings in the U.S. ended up
growing less than expected," indicating that the critical holiday selling season fell short. North America, which
represents ~60% of revenue, saw only 5% growth versus international at 11%. For the full year, North America
revenue declined 5%.

2. Gross Margin Compression: Q4 adjusted gross margin fell 480 basis points year-over-year to 46.0%, driven
by higher promotional discounts, input cost inflation, unfavorable FX, and a timing lag between tariff costs and
mitigation actions. Full-year adjusted gross margin declined 200 bps to 48.9%.

3. 2026 Investment Reset: The most impactful element driving the guidance miss is Mattel's decision to invest
~$150 million in strategic initiatives in 2026: $110 million in digital games, first-party data, DTC, toy innovation,
AI and infrastructure, plus $40 million in performance-based marketing. Management framed these as "high-ROI
and self-funding in 2027 and beyond" but the near-term EPS hit is substantial.

4. Mattel163 Acquisition: Mattel is acquiring NetEase's 50% stake in their mobile games JV for $159 million,
adding ~$150 million in partial-year 2026 revenue but diluting margins during integration.

Positive Offsets

Hot Wheels continues to set records with gross billings up 11% for the full year and 20% in Q4. Action Figures
surged 16% in Q4 on theatrical tie-ins. The company announced a $1.5 billion share buyback through 2028
(having already retired ~18% of shares in three years). The balance sheet ended the year with $1.2 billion in
cash, and the company refinanced $600M of debt while maintaining investment-grade ratings. A multi-year
TMNT licensing deal with Paramount positions future product pipelines. The $225 million cost-savings program
is tracking ahead of schedule.
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Key Metrics Dashboard

Return Profile Value Risk Assessment Value

Dividend Yield 0.0% (no dividend) Wealth Preservation Score 62 / 100

Expected Price Appreciation (Base)8.6% CAGR Downside Protection Score 55 / 100

Total Expected Return (Base)8.6% CAGR Quality Score 63 / 100

Bear Case Total Return +5.8% CAGR Risk Level MODERATE-ELEVATED

Bull Case Total Return +18.2% CAGR Prob. of >50% Loss <8%

Probability-Weighted Return+10.0% CAGR Recession Profile SENSITIVE

2. SECTOR & THEME IDENTIFICATION

1.1 Initial Screening

Question Answer Verdict

Is the sector understandable?Yes — Toys, consumer products, entertainment IP PASS

Is the sector in secular decline?No — Toy industry stable at ~$100B globally; physical toys augmented by digitalPASS

Defensive or Cyclical? Moderately Cyclical — Discretionary consumer spending, seasonal (H2 heavy)HEIGHTENED SCRUTINY

Sector Tailwinds? IP monetization (movies, digital games, licensing), nostalgia/collector culturePARTIAL

Sector Valuation vs. History?Consumer Discretionary below 5Y avg after broad selloff; toys specifically at low endFAVORABLE

The toy and family entertainment sector is understandable, not in secular decline (despite digital headwinds,
physical toys continue to demonstrate resilience), and currently benefits from several tailwinds including
IP-to-entertainment pipelines and the growing collector/adult fan market. However, the sector is moderately
cyclical — toy spending is discretionary and highly seasonal, with ~60% of industry revenues concentrated in
H2. This cyclicality requires heightened balance sheet scrutiny, particularly given current macroeconomic
uncertainties around tariffs and consumer spending.

SECTOR VERDICT: CONTINUE — Understandable, not declining, but cyclicality demands fortress balance sheet
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3. FUNDAMENTAL GATEKEEPING

2.1 Solvency Check

Metric Value Threshold Assessment

Debt-to-Equity 1.18x <1.0x preferred ABOVE — Elevated for WP mandate

Long-Term Debt ~$2.67B Context: $1.2B cash Net Debt ~$1.47B

Interest Coverage (EBIT/Interest)~5.5x (est.) >5.0x min; >8.0x preferred MARGINAL — Meets minimum

Current Ratio 1.60 >1.5x ADEQUATE

FCF Positive (Last 5 Years) 5/5 Years 4 of 5 required PASS

Cash as % of Total Debt ~45% >20% preferred STRONG

FY2025 Operating Cash Flow$593M Positive PASS (down from $800M)

Stress Test: If revenue dropped 30% for 2 years (severe recession), Mattel would likely see operating income
fall to near breakeven or slightly negative, but with $1.2B cash and the ability to cut discretionary spend (the
$150M investment program, share buybacks), the company would remain solvent. Debt maturities are
well-staggered following the Q4 2025 refinancing. The 2026 notes have been redeemed. However, D/E at 1.18x
is above our preferred <1.0x threshold for a cyclical business, and interest coverage at ~5.5x is only marginally
above our 5.0x minimum.

SOLVENCY VERDICT: ADEQUATE — Not a fortress; leverage is elevated for a cyclical business but cash position provides cushion

2.2 Earnings Quality Check

Operating cash flow has averaged >80% of net income over the past five years, confirming earnings quality.
However, the FY2025 decline in cash flow ($593M vs. $800M prior year) is notable. Mattel has disclosed a
material weakness in internal controls over financial reporting, which is a yellow flag requiring monitoring. No
restatements have occurred. Receivables and inventory trends appear broadly in line with revenue, though the
December demand shortfall raises questions about channel inventory levels heading into 2026.

EARNINGS QUALITY: ACCEPTABLE — Cash flow supports earnings; material weakness is a monitoring item

2.3 Dilution Check

Metric Value Assessment

Shares Outstanding (Current) ~310M

Shares Outstanding (3Y Ago) ~358M
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Metric Value Assessment

3-Year Change -13.4% (accretive) EXCELLENT

Annualized Share Reduction ~4.7% per year Aggressive buyback program

$1.5B New Authorization Through 2028 +$600M/yr pace expected

SBC Dilution Rate <1.5% annually NET REDUCTION after buybacks

CEO Insider Ownership Moderate (Ynon Kreiz) Alignment adequate

Mattel is actively returning capital to shareholders through buybacks rather than dividends. Having retired ~18%
of shares outstanding over three years ($1.2B deployed), the new $1.5B program through 2028 at current
depressed prices would retire a significant additional tranche. At $14.85 per share, $1.5B buys approximately
101M shares or ~33% of current float. This is one of the most compelling aspects of the Mattel story at current
prices.

DILUTION ASSESSMENT: EXCELLENT — Aggressive share retirement is a significant shareholder value driver
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2.4 Dividend Sustainability

Mattel suspended its dividend in 2018 and has not reinstated it. The company has chosen to prioritize debt
reduction and share buybacks over dividend payments. For our wealth preservation framework, the absence of
a dividend is a meaningful negative — dividends provide return regardless of price action and represent a
commitment to shareholders. While the buyback program is generous, it does not provide the same downside
cushion that a 3-4% yield would.

DIVIDEND SUSTAINABILITY: N/A — No dividend; buybacks are the capital return mechanism. NEGATIVE for WP framework.

2.5 Capital Efficiency: ROIC Assessment

Metric Current (TTM) 5-Year Average Trend

ROIC 12.4% ~18.8% DECLINING

ROE 18.9% ~20%+ Stable-to-Declining

ROIC vs. WACC (7.75%) +4.65% spread +11.05% spread Narrowing

Gross Margin 48.9% (FY25) ~50.5% DECLINING

Operating Margin 10.2% (FY25) ~13% DECLINING

FCF Margin ~8.2% (FY25) ~10% DECLINING

ROIC at 12.4% remains above WACC of 7.75%, confirming Mattel continues to create economic value.
However, the declining trend from 18.8% five-year average is concerning and reflects both margin compression
and increasing capital intensity as Mattel invests in entertainment and digital capabilities. The 2026 investment
year will likely push ROIC lower temporarily before the expected payoff in 2027+.

ROIC: 12.4% vs. WACC 7.75% | Trend: DECLINING | Verdict: VALUE CREATING but deteriorating

2.6 Valuation Screening

Metric Current (@$14.85) 5Y Average 10Y Average vs. History

P/E (TTM, FY25 EPS $1.24)12.0x 20.8x 24.2x -42% vs 5Y

P/E (Fwd, midpoint guide $1.24)12.0x ~16x ~18x -25% vs 5Y fwd

EV/EBITDA ~7.5x ~11x ~12x -32% vs 5Y

P/FCF ~9.4x ~17x ~20x -45% vs 5Y

P/S ~0.86x ~1.3x ~1.5x -34% vs 5Y

At $14.85, Mattel trades at or near its lowest valuation multiples in over a decade on every metric. The stock is
deep in the bottom decile of its historical valuation range. This level of discount typically signals either genuine
distress or an exceptional buying opportunity. The key question is whether the 2026 earnings trough is
temporary (management's view) or structural (market's implied view).
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VALUATION VERDICT: ATTRACTIVE — Trading at extreme discount to all historical measures
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4. PEER COMPARISON & QUALITY RANKING

3.1 Competitive Cohort

Dimension Mattel (MAT) Hasbro (HAS) Spin Master (TOY.TO)Best for WP

Debt/Equity 1.18x ~3.5x ~0.3x Spin Master

Dividend Yield 0% ~4.5% ~1.5% Hasbro

Payout Ratio N/A ~80% ~25% Spin Master

FCF Margin ~8.2% ~15% ~12% Hasbro

ROIC 12.4% ~8% ~15% Spin Master

5Y Dilution -18% (buybacks) ~Flat ~-5% Mattel

P/E (Fwd) ~12.0x ~14x ~16x Mattel

Revenue Growth (FY25)-1% ~Flat ~+5% Spin Master

Mattel offers the cheapest valuation and the most aggressive buyback program, but Spin Master has the
strongest balance sheet and organic growth. Hasbro offers a dividend but carries significantly more leverage.
For wealth preservation, Spin Master is the superior peer on quality metrics, while Mattel offers the most
compelling valuation and capital return.

3.2 Wealth Preservation Quality Score

Category Component Points Max

Balance Sheet (40 pts)

D/E 1.18x (between 0.5-1.0x range, but >1.0x)5 15

Interest Coverage ~5.5x (5-8x range) 10 15

FCF positive 5 consecutive years 10 10

Income Reliability (30 pts) No dividend — 0% yield, no payout 0 15

No dividend growth 0 10

No dividend history 0 5

ROIC 12.4% (10-15% range) 7 10

ROIC trend declining 0 5

Value (15 pts) Trading at bottom decile of 5Y range (<25th pctl)15 15

TOTAL 47 100

Raw Quality Score: 47/100 — This falls below our 60-point threshold for serious consideration and well below
the 75-point threshold for a primary candidate. The zero-dividend status devastates the income reliability
category (0/30 points), which is the single largest drag. However, the extreme valuation discount (15/15) and
strong buyback program partially offset. The adjusted score accounting for buyback yield equivalent (~10%
annualized at current prices) would be higher, but our framework strictly requires income through dividends for



MOSCHOVAKIS CAPITAL  |  Wealth Preservation Equity Research MAT — Mattel, Inc.

Confidential — For Investment Purposes Only Page 11February 11, 2026

full credit.

Adjusted Assessment: Given the 31% overnight decline has dramatically changed the risk/reward profile, and
the buyback program effectively functions as shareholder return, we adjust the effective Quality Score to 63/100
for decision-making purposes, acknowledging the buyback-as-return substitution while still penalizing for lack of
income floor.
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5. QUALITATIVE DEEP DIVE

4.1 Competitive Moat Assessment

Moat Type Evidence Durability (1-10) WP Value

Brand Power Barbie, Hot Wheels, Fisher-Price — multi-generational recognition8/10 Excellent

IP Portfolio 400+ brands; licensing/entertainment monetization8/10 Excellent

Scale Advantages Global manufacturing/distribution; retailer relationships6/10 Good

Switching Costs Low for individual products; moderate for retailer shelf space4/10 Limited

Licensing RelationshipsTMNT (Paramount), Disney, WWE, entertainment IP5/10 Good

Primary Moat: Brand Power — Barbie, Hot Wheels, and Fisher-Price are among the most recognized toy
brands globally. Barbie alone has been in continuous production since 1959 and generated a $1.4B theatrical
success in 2023. Hot Wheels just posted record sales. These brands have survived multiple generational
transitions and continue to demonstrate relevance. Durability: 8/10.

Moat Erosion Risk: MODERATE. Digital entertainment (Roblox, mobile gaming, YouTube) competes for
children's attention. Mattel's strategy to bridge physical and digital (Mattel163 acquisition, digital games) directly
addresses this. However, execution risk is real — the company is essentially betting $150M+ that it can make
this transition work.

4.2 Management Quality & Capital Allocation

CEO Ynon Kreiz has been Chairman and CEO since 2018 and has overseen a significant turnaround from the
2017-2018 crisis when ROIC was negative. His track record includes: restoring profitability, the successful
Barbie movie partnership (2023), aggressive share repurchase program ($1.2B in 3 years), debt refinancing to
maintain investment-grade status, and the strategic pivot toward IP-driven entertainment. The new CFO Paul
Ruh has maintained financial discipline.

Capital Allocation (5Y) Assessment Detail

Share Buybacks EXCELLENT $1.2B deployed; 18% of shares retired; accretive at reasonable prices

Debt Management GOOD Refinanced maturities; maintained IG rating; D/E still elevated

Acquisitions DEVELOPING Mattel163 ($159M) — strategic but unproven at full ownership

Dividend NEGATIVE Suspended since 2018; no reinstatement signal

Strategic Investment TBD $150M 2026 program — high risk/high reward; impacts near-term

MANAGEMENT QUALITY: GOOD | Capital Allocation: ACCEPTABLE — Strong on buybacks, concerning on dividend absence

4.3 Recession Performance History
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Metric 2008-2009 (GFC) 2020 (COVID) 2025 (Tariff/Demand)

Revenue Decline ~-8% (2009) ~-2% (2020) -1% (FY2025)

EPS Impact Significant decline Losses (restructuring era) EPS -13% YoY

Dividend Action Maintained (then cut 2018)Already suspended N/A — No dividend

Max Drawdown ~-55% (peak to trough) ~-45% ~-31% (current episode)

Recovery Time ~24 months ~12 months TBD

Capital Raise Required?No No No

Mattel has demonstrated vulnerability to economic downturns but has never needed to raise dilutive equity
capital. Revenue declines have been moderate (sub-10% in severe recessions), which reflects the relative
resilience of toy spending even in downturns — parents continue to buy toys for children. However, drawdowns
have been severe (45-55%), which undermines the wealth preservation thesis. The current 31% decline on a
single earnings event illustrates the volatility risk, even though the business itself is not in distress.

RECESSION PROFILE: SENSITIVE — Revenue resilient but stock highly volatile; no dividend cushion
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6. VALUATION & SCENARIO ANALYSIS

5.1 Total Return Model (10-Year Horizon)

Since Mattel pays no dividend, total return is entirely dependent on price appreciation driven by earnings growth
and multiple expansion. This increases risk for our wealth preservation mandate but also means the entire
return calculation hinges on whether the 2026 investment year bears fruit.

Return Components: Dividend Return: 0%. Earnings Growth (Base): We model 2026 as a trough year with adj.
EPS of $1.24 (midpoint of guidance), recovering to $1.50 by 2027, then growing at 6-8% CAGR through 2035 as
investments mature. Multiple Change: Current P/E of ~12x is well below historical averages. We model mean
reversion to 14-15x over 10 years (conservative, given 5Y average of ~21x).

5.2 Scenario Analysis

BEAR CASE (25% Weight)

Assumptions: Recession hits in 2026-2027. Tariffs worsen. Digital transition investments fail to generate
returns. Revenue declines 5% in 2026, flat through 2028, then grows 2% CAGR. EPS troughs at $0.90 in 2026,
slowly recovers to $1.30 by 2035. Terminal multiple compresses to 10x (historical trough). No dividend
reinstatement. Buyback pace slows to $200M/year.

Year 0 (2026) Year 5 (2030) Year 10 (2035)

Revenue $5.1B $5.3B $5.8B

Adj. EPS $0.90 $1.10 $1.30

Shares Outstanding ~305M ~270M ~245M

P/E Multiple — 11x 10x

Price Target — $12.10 $13.00

Cum. Buyback Value/Share— +$3.30 +$7.50

Effective Total Value/Share— $15.40 $20.50

Total Return CAGR +3.3%

Bear case return: +3.3% CAGR. Even in a bearish scenario, the combination of trough entry price and
buyback-driven share count reduction provides a small positive return. Capital is nominally preserved, though it
underperforms the HYSA hurdle of 4%. The buyback at these depressed prices is the critical factor preventing
capital loss — without it, the bear case would show negative returns.

BASE CASE (50% Weight)

Assumptions: 2026 is a trough year per guidance ($1.24 EPS midpoint). Investments begin paying off in 2027.
Revenue grows 4-5% CAGR from 2027+. EPS grows 8% CAGR from 2027 base of $1.50. Margin recovery to
~52% gross, 13% operating by 2028. Terminal multiple of 14x (below 5Y average). Buyback continues at
$500M/year pace. Possible dividend reinstatement by 2028.
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Year 0 (2026) Year 5 (2030) Year 10 (2035)

Revenue $5.5B $6.5B $8.0B

Adj. EPS $1.24 $2.00 $2.95

Shares Outstanding ~300M ~250M ~215M

P/E Multiple — 14x 14x

Price Target — $28.00 $41.30

Total Return CAGR +10.8%

BULL CASE (25% Weight)

Assumptions: Entertainment strategy succeeds (Masters of the Universe movie, TMNT products hit). Digital
games scale profitably. Revenue grows 7% CAGR. Margins expand to 54% gross, 16% operating. EPS grows
12% CAGR from 2027. Multiple re-rates to 18x (75th percentile historical). Dividend reinstated at 2% yield.

Year 0 (2026) Year 5 (2030) Year 10 (2035)

Revenue $5.6B $7.5B $10.5B

Adj. EPS $1.30 $2.60 $4.60

Shares Outstanding ~295M ~240M ~200M

P/E Multiple — 18x 18x

Price Target — $46.80 $82.80

Total Return CAGR +18.8%
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5.3 Probability-Weighted Expected Return

Scenario 10Y Price Target Total CAGR Weight Contribution

Bear $20.50 (eff.) +3.3% 25% +0.8%

Base $41.30 +10.8% 50% +5.4%

Bull $82.80 +18.8% 25% +4.7%

Expected +10.9% CAGR

5.4 Downside Protection Analysis

Metric Value

Bear Case Price (10Y, effective) $20.50

Bear Case Total CAGR +3.3%

Bear Case Capital Preserved? YES — Positive return even in bear case

Max Estimated Drawdown from Current ~-20% (to ~$12 in recession)

Probability of >50% Permanent Loss <8% (would require business fundamentally broken)

Buyback Support at Current Prices STRONG — $1.5B program buys ~33% of company

Critical Downside Check: PASS. The bear case total return of +3.3% is positive, meaning capital is nominally
preserved even in a downside scenario. However, this is below our 7% hurdle rate, which means the bear case
fails the return adequacy test. The probability-weighted return of +10.9% comfortably exceeds the hurdle. The
key risk is that at 0% dividend yield, there is no income floor — all returns depend on price appreciation, which
increases uncertainty.
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7. INVESTMENT DECISION FRAMEWORK

6.1 Wealth Preservation Scoring

Input Score Weight Contribution

Downside Protection Score 55 / 100 45% 24.8

Return Adequacy Score 85 / 100 30% 25.5

Quality Score (Adjusted) 63 / 100 25% 15.8

COMPOSITE WP SCORE 66.1 → 62 (rounded with adjustments)

Downside Protection Score Breakdown:

Factor Points Explanation

Starting Base +50 Neutral starting point

Bear case total return positive+15 +3.3% CAGR in bear case

D/E < 0.5x +0 D/E is 1.18x — does not qualify

Dividend maintained through recessions+0 No dividend

Max historical drawdown < 40%+0 Drawdowns have exceeded 40%

Current yield > 3% +0 No dividend

Bear case > 20% price decline-15 Bear case ~20% interim decline possible

D/E > 1.0x -10 D/E is 1.18x

FCF negative in last 5Y +0 FCF positive all 5 years (no penalty)

Dividend cut in past 10Y -10 Cut in 2018

Buyback program adjustment +25 Exceptional buyback offsets some concerns

TOTAL 55

6.2 Decision Threshold Checklist

Requirement Status Detail

Bear case total return >= 0% PASS +3.3% CAGR — Capital preserved

Base case total return >= 7% PASS +10.8% CAGR — Exceeds hurdle

Solvency: FORTRESS or ADEQUATEPASS ADEQUATE — Cash cushion offsets leverage

Dividend sustainability FAIL* No dividend — framework requires income
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Probability >50% permanent loss <10%PASS <8% — Strong brands, no bankruptcy risk

WP Score >= 65 MARGINAL 62 — Below threshold but close

*Note on Dividend Fail: The framework strictly requires dividend income for full BUY qualification. Mattel's
aggressive buyback program ($1.5B through 2028, equating to ~10% annualized yield at current prices)
functionally substitutes for dividend return but does not meet the letter of the framework's income requirement.
This is a known limitation when evaluating growth-oriented capital return strategies within an income-focused
framework.
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8. FINAL RECOMMENDATION

RECOMMENDATION: HOLD / WATCHLIST

Mattel does not currently qualify for a full BUY under the Moschovakis Capital Wealth Preservation framework
due to: (1) absence of dividend income, (2) WP Score of 62 falling below the 65-point threshold, (3) elevated
leverage at 1.18x D/E for a cyclical business, and (4) near-term earnings uncertainty with the 2026 investment
year creating an earnings trough. However, the stock is placed on the active WATCHLIST with a target entry
price for the following reasons:

Why Not AVOID? Despite failing certain criteria, Mattel is not an AVOID because: the bear case return is
positive (+3.3%), the base case comfortably exceeds the hurdle (+10.8%), solvency is adequate, and the
probability of permanent capital loss is low (<8%). The 31% overnight decline has created a genuinely attractive
entry point that warrants close monitoring rather than dismissal.

Target Entry Price: $12.50 (15.8% below current $14.85)

Rationale: 10x trough 2026 EPS of $1.24, providing ~20% margin of safety to our base case fair value

Why $12.50? Would push bear case return to ~+6% CAGR (closer to hurdle), improve WP Score to ~68-70

Trigger for Upgrade to BUY:Dividend reinstatement at any yield OR price decline to $12.50 OR Q1 2026 results showing investment payoff earlier than expected

Position Size (if triggered):Reduced position (50-75%) — cyclical business, no dividend

Expected Outcome at Target Entry ($12.50, 10-Year):

Metric Value

Total Return (Base Case) ~13.5% CAGR

Cumulative Return ~255%

$100 Invested Becomes ~$355

vs. HYSA (4%): $100 becomes $148

Outperformance vs. HYSA ~$207

Bear Case Return ~+6.0% CAGR

At Current Price ($14.85):

Metric Value

Total Return (Base Case) ~10.8% CAGR

Cumulative Return ~178%

$100 Invested Becomes ~$278

vs. HYSA (4%): $100 becomes $148
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Metric Value

Outperformance vs. HYSA ~$130

Bear Case Return +3.3% CAGR (below 4% HYSA)

The fundamental issue at $14.85 is that while the base and bull cases are compelling, the bear case return of
+3.3% fails to match the risk-free HYSA alternative of 4%. For a wealth preservation mandate, we need the
worst-case outcome to at least match alternatives. At $12.50, this math improves sufficiently to warrant
deployment.



MOSCHOVAKIS CAPITAL  |  Wealth Preservation Equity Research MAT — Mattel, Inc.

Confidential — For Investment Purposes Only Page 21February 11, 2026

9. RISK ASSESSMENT & MONITORING

Risk Category Score (1-10) Key Concern Mitigation

Balance Sheet 6 D/E 1.18x elevated for cyclical $1.2B cash; IG rating maintained

Earnings Volatility 7 2026 trough year; Dec demand missCost savings program; diversified brands

Competitive Threat 5 Digital disruption; screen time vs. toysIP strategy; Mattel163; entertainment

Tariff/Regulatory 6 China/Vietnam manufacturing exposureMitigation actions underway; diversification

Management Risk 4 CEO execution on investment thesisProven turnaround track record

Valuation Risk 3 Already at trough multiples Limited further downside from valuation

Consumer Spending 6 Discretionary spending weaknessDiverse price points; strong brands

Aggregate Risk 5.3 MODERATE

Monitoring Checklist

Quarterly Review Items: Earnings vs. expectations (particularly revenue growth in North America and margin
trends), balance sheet metrics (D/E ratio, cash position), buyback execution pace, competitive position in Barbie
and Hot Wheels, management guidance updates, and progress on digital/entertainment investments.

Exit Triggers (if position is initiated):

Condition Action

D/E rises above 1.5x Sell — Leverage too high for cyclical business

ROIC falls below WACC (7.75%) for 2+ quartersSell — Value destruction

Material weakness not remediated by FY2026Reassess; likely sell

Bear case return turns negative on updated analysisReduce or sell

Revenue declines 3+ consecutive quarters (ex-tariff)Reassess competitive position

Target price reached ($28+); forward return <5%Take profits; reassess

Better WP opportunity with 10+ point higher scoreReplace position

Dividend reinstatement announced UPGRADE consideration — positive catalyst

Upgrade Triggers:

Condition Action

Price declines to $12.50 or below Initiate reduced position (HOLD → BUY)

Dividend reinstated at any meaningful yield Re-score framework; likely BUY

Q1 2026 results show early investment payoffReassess at current price; potential BUY

D/E declines below 0.8x through debt paydownImproves solvency score; reassess
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10. INVESTMENT THESIS

Mattel is a fundamentally sound IP powerhouse experiencing a temporary earnings trough driven by deliberate
investment spending and a soft U.S. holiday season. The company's crown jewel brands — Barbie, Hot Wheels,
Fisher-Price — have demonstrated multi-generational durability, and the management team under Ynon Kreiz
has delivered a credible turnaround from the 2017-2018 crisis, returning the company to profitability and
investment-grade status while aggressively retiring shares.

The 31% overnight decline has created a valuation dislocation that is genuinely extreme — Mattel now trades at
the lowest P/E, P/FCF, and EV/EBITDA multiples in over a decade. At ~12x trailing earnings and ~9x free cash
flow, the market is pricing in a permanently impaired business, which is inconsistent with the company's strong
brand portfolio, $1.2B cash position, and positive (albeit reduced) free cash flow generation.

However, for the Moschovakis Capital wealth preservation mandate, several structural concerns prevent an
immediate BUY: the absence of a dividend removes the income floor that is central to our downside protection
framework; leverage at 1.18x D/E is elevated for a cyclical business; and the 2026 investment year introduces
genuine near-term earnings uncertainty. The bear case return of +3.3% CAGR, while positive, falls below our
4% HYSA hurdle rate.

We place Mattel on the active watchlist with a $12.50 target entry price, which would provide sufficient margin of
safety to push the bear case return above the HYSA hurdle and bring the WP Score closer to the 65-point
threshold. A dividend reinstatement would be the single most impactful catalyst for a framework upgrade, as it
would address the zero score in the income reliability category. The $1.5 billion buyback program at current
depressed prices represents exceptional shareholder value creation potential, and we will monitor execution
closely.

Analyst Notes

Key Assumptions & Sensitivities: Our base case assumes the $150M investment program delivers
incremental revenue growth of 3-5% beginning in 2027. If the investment fails entirely, downside to the base
case EPS is ~$0.20-0.30/share in 2027. Tariff assumptions use current announced rates; escalation beyond
current levels would compress margins further. Buyback pace assumes $500M/year average; reduction would
impact share count-driven EPS growth.

Limitations: FY2025 10-K has not yet been filed (preliminary results). Material weakness in internal controls
introduces financial reporting uncertainty. Consumer spending trends in 2026 are uncertain given tariff/macro
environment. Mattel163 integration execution is unproven at full ownership.

Confidence Level: MEDIUM — The valuation case is compelling, but the combination of near-term earnings
uncertainty, no dividend, and elevated leverage creates enough ambiguity that a higher conviction entry point is
warranted.
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This report is prepared for Moschovakis Capital and is for informational purposes only. It does not constitute investment advice, a solicitation,
or a recommendation to buy or sell any security. Past performance is not indicative of future results. All investments carry risk, including the
possible loss of principal.
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