Kenvue (NYSE: KVUE) — Q2 2026 Earnings Preview
Date clarification: The event date in the prompt is Thursday, August 6, 2026, which is today, not tomorrow. This preview uses information available through the August 5 close.
Investment view: this is primarily a deal-status and execution update—not a conventional earnings catalyst
Kenvue’s Q2 release matters, but the stock is now best viewed as a Kimberly-Clark merger security with operating-performance optionality. The key question is less “does KVUE beat quarterly EPS?” and more:
1. Is the underlying turnaround holding?
1. Does Kenvue reiterate that the Kimberly-Clark transaction remains on track?
1. Are there any new regulatory, timing, tariff, or operating issues that widen the deal spread?
The transaction calls for KVUE holders to receive $3.50 in cash plus 0.14625 shares of Kimberly-Clark (KMB) per KVUE share. Based on the August 5 closes of KVUE at $19.66 and KMB at 19.94 per KVUE share**—only about a 1.4% gross spread. That tight spread indicates the market is assigning a relatively high probability of completion, while leaving limited room for a routine fundamental beat to drive a large standalone re-rating. (investor.kimberly-clark.com)
What happened last quarter
Kenvue entered Q2 with visibly improved earnings quality following a difficult 2025:
	Q1 2026 result
	Year-over-year change

	Net sales
	$3.91B, +4.5%

	Organic sales
	+0.7%

	Adjusted EPS
	$0.32, +33%

	Adjusted operating margin
	24.0%, +420 bps

	Free cash flow
	$0.4B, vs. $0.2B


However, the sales result was less robust than the reported growth rate implies: favorable foreign exchange added 3.8 points to reported sales growth, while organic growth came from 1.0% pricing/value realization and was partly offset by a 0.3% volume decline. Margin expansion was driven by supply-chain productivity, restructuring/cost actions, and lower media costs. (investors.kenvue.com)
The important shift was at the segment level:
· Skin Health & Beauty was the growth engine, with 5.0% organic growth, including 4.2% volume growth.
· Essential Health posted 1.5% organic growth, aided by Baby Care distribution/e-commerce and Oral Care/Wound Care innovation.
· Self Care declined 2.3% organically, as a soft cold-and-flu environment weighed on cough/cold and pediatric pain products.
That mix is central to Q2: investors will want proof that strength in Skin Health & Beauty and Essential Health can more than offset weather- and incidence-sensitive Self Care trends.
The Q2 setup: a low base, but not a free pass
The comparison is favorable. In Q2 2025, Kenvue reported:
· Net sales down 4.0%
· Organic sales down 4.2%
· Adjusted EPS of $0.29
· Adjusted operating margin of 22.7%
Last year’s weakness was driven by soft North American allergy and sun seasons, lower category growth, customer inventory fluctuations, unfavorable shipment timing in China, and a 3.3% volume decline. (investors.kenvue.com)
This produces a relatively forgiving year-over-year revenue comparison for Q2 2026. Still, the quarter will be judged on whether Kenvue demonstrates a genuine volume-led recovery, rather than simply benefiting from easy comparisons, foreign exchange, pricing, and cost cuts.
What investors should watch
1. Organic growth—and, specifically, volume
The most important KPI is organic sales growth, followed by its split between price/mix and volume.
A constructive result would show:
· Positive total-company volume;
· Continued momentum in Skin Health & Beauty;
· Essential Health maintaining positive volume;
· A narrowing or reversal of the Self Care volume decline.
A result driven mainly by FX and pricing would be less convincing. In Q1, the company’s underlying volume was still negative despite positive organic growth.
2. Self Care: evidence that consumption is normalizing
Self Care is Kenvue’s largest segment and posted a 2.3% organic decline in Q1. Management cited weak cold-and-flu incidence, though it also noted improving U.S. consumption trends and market-share gains in brands such as Tylenol and Zyrtec. (investors.kenvue.com)
For Q2, the read-through should focus on:
· Allergy-season demand and Zyrtec performance;
· Tylenol consumption, share, and brand-trust trends;
· Whether Nicorette’s international growth remains strong;
· Whether seasonal conditions again create a material headwind.
3. Skin Health & Beauty: can the growth engine sustain?
This segment is likely the clearest upside lever. Q1 organic growth was 5.0%, powered by innovation, e-commerce efforts, international demand, North American improvement, and strong Latin American sun-care execution.
Q2 should provide a more meaningful test of:
· Neutrogena sun-care demand;
· North American competitive intensity;
· OGX and hair-care innovation;
· E-commerce acceleration;
· The durability of improved segment profitability.
Skin Health & Beauty’s Q1 segment adjusted operating income rose 83% year over year, so the bar on margins is now higher even if sales comparisons remain favorable.
4. Margin durability versus tariffs and restructuring
Kenvue’s Q1 adjusted operating margin rose to 24.0% from 19.8%. The company credited supply-chain optimization, restructuring savings, and media-cost improvement, despite inflation, tariffs, and modestly lower volume. (investors.kenvue.com)
The upcoming release should clarify whether Q1’s margin strength was repeatable. Items to monitor:
· Gross-margin progression;
· Incremental benefits from supply-chain productivity;
· Savings from the 2026 restructuring program;
· Tariff and input-cost effects;
· Transaction-related costs;
· Brand-investment levels.
The 2026 restructuring initiative is expected to entail roughly 200 million of annualized pre-tax gross savings upon completion. The savings opportunity is real, but the cash costs and execution burden remain relevant. (investors.kenvue.com)
5. Cash flow and leverage
At the end of Q1, Kenvue had approximately 8.7 billion of debt, and $7.6 billion of net debt. Q1 free cash flow improved to $0.4 billion. Cash conversion matters because the company remains leveraged and is absorbing restructuring and transaction costs while awaiting the merger close. (investors.kenvue.com)
A solid Q2 would show operating cash flow tracking with earnings and no notable working-capital deterioration.
Merger status is the dominant stock-specific catalyst
Kenvue has suspended forward guidance and quarterly earnings calls while the Kimberly-Clark deal is pending, so investors should expect a more limited release and fewer opportunities to interrogate management on a live call. (investors.kenvue.com)
The deal has already received shareholder approvals. It still requires remaining foreign regulatory approvals and other customary closing conditions; management has continued to target a second-half 2026 close. Kimberly-Clark’s recently announced post-close organizational structure likewise stated the transaction remained on track for the second half of the year. (investor.kimberly-clark.com)
What would matter most in the release:
· Explicit confirmation that closing remains on track;
· Any update on the status or timing of remaining regulatory approvals;
· Any language suggesting an end-of-year rather than earlier second-half closing;
· Any indication that transaction expenses or operating disruption are rising.
Because consideration is partly paid in KMB shares, KVUE holders also retain exposure to KMB’s share price until closing. Thus, a tighter deal spread does not eliminate market risk: KVUE can move with KMB even if merger probability does not change.
Scenario framework
Bullish outcome
· Organic growth accelerates into the low-single digits with positive volume;
· Skin Health & Beauty remains strong and Self Care improves;
· Adjusted margin holds near Q1’s elevated level;
· Free cash flow is solid;
· Kenvue clearly reiterates a timely second-half merger close.
Likely implication: modest spread compression and/or KVUE tracking a stronger KMB share price.
Base case
· Organic growth is modestly positive, with FX supporting reported sales;
· Skin Health & Beauty and Essential Health offset continued softness in Self Care;
· Margins remain healthy but do not materially expand from Q1;
· No substantive merger update beyond “on track.”
Likely implication: limited standalone stock reaction; KVUE continues to trade largely as a function of KMB and deal timing.
Bearish outcome
· Volumes remain negative, especially in Self Care or North America;
· Tariffs, promotion, or brand investment pressure margins;
· Cash conversion weakens;
· Management cites regulatory/timing uncertainty or provides a less confident closing update.
Likely implication: deal-spread widening, with downside potentially greater than the limited upside from an ordinary earnings beat.
Bottom line
The core operating thesis is improving: Q1 showed that Kenvue can combine modest organic growth with substantial margin improvement, and Q2 faces an easier year-ago sales comparison. But for KVUE shareholders, merger execution is more important than a few cents of quarterly EPS.
The highest-value disclosures will be volume trends, Skin Health & Beauty durability, margin/cash-flow conversion, and—above all—confirmation that the Kimberly-Clark deal remains on schedule for a second-half 2026 close.
