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Executive Summary

Wells Fargo & Company stands at a transformational inflection point
following the January 2026 removal of the Federal Reserve's $1.95
trillion asset cap, marking the culmination of a multi-year regulatory
remediation effort. The bank reported strong Q4 2025 results with
net income of $5.4 billion ($1.62 EPS, or $1.76 adjusted), achieving its
15% ROTCE target and establishing a new medium-term target of 17-
18%. With significant regulatory headwinds now cleared, improved
credit quality, expanding fee income, and substantial capital return
capacity, Wells Fargo is positioned for accelerated organic growth and
margin expansion.

Investment Recommendation: Buy
Price Target (12-month): $108
Upside Potential: 14%

Key Investment Highlights:

e Asset cap removal unlocks balance sheet growth and strategic
optionality after seven-year constraint

e Strong capital position (10.6% CET1) supports aggressive
shareholder returns ($23B returned in 2025)

e Improving credit quality with net charge-offs declining 16% YoY
and office CRE stabilizing

e Fee income growth momentum (+5% FY2025) driven by wealth
management and investment banking expansion



e Efficiency gains generating $15B in gross cost savings over five
years while funding growth investments

e Trading at attractive 1.78x P/TBV versus peers despite improving
fundamentals and growth trajectory

Primary Risks: NIM compression from rate cuts, revenue growth
execution, elevated regulatory compliance costs, office CRE legacy
exposure

1. Bank Overview and Business Model

Core Business Segments

Wells Fargo operates as a diversified financial services company with
approximately $2.1 trillion in assets, structured across four primary
operating segments:

* Consumer Banking and Lending (CBL): Provides
checking/savings accounts, credit/debit cards, home loans, auto
loans, personal loans, and small business banking. This segment
generated $329.3 billion in average loans (Q4 2025) with $778.6
billion in average deposits, representing the bank's largest
deposit franchise[7].

« Commercial Banking (CB): Delivers financial solutions to
private, family-owned, and certain public companies including
banking products across multiple industry sectors, secured
lending, lease products, and treasury management. Average
loans of $224.0 billion and deposits of $181.0 billion (Q4 2025)
[7].

» Corporate and Investment Banking (CIB): Offers capital
markets, banking, and financial products to corporate,
commercial real estate, government, and institutional clients.
Services include corporate banking, investment banking,
treasury management, CRE lending/servicing, equity and fixed
income solutions, and sales/trading/research. Average loans of
$312.9 billion and deposits of $214.5 billion (Q4 2025), with
notable expansion in M&A advisory capabilities[7][42].

* Wealth and Investment Management (WIM): Provides
personalized wealth management, brokerage, financial
planning, lending, private banking, and trust services. Client



assets totaled $2.509 trillion (December 2025), with average
loans of $88.7 billion and deposits of $134.5 billion. Net income
rose 29% YoY in Q4 2025 to $656 million, driven by strong
market valuations and asset-based fees[4][7].

Geographic Footprint

Wells Fargo maintains a predominantly U.S.-focused strategy with
nationwide presence through extensive branch and ATM networks.
The bank operates under a "digital first, human assisted" model,
optimizing branch footprint while expanding digital capabilities[2].
International operations remain concentrated on serving U.S.
multinational corporations through FX, trade finance, and cross-
border cash management rather than retail expansion[2].

Charter Type and Positioning

Wells Fargo & Company operates as a bank holding company under
Federal Reserve supervision, with Wells Fargo Bank, N.A. as its
primary national bank subsidiary regulated by the Office of the
Comptroller of the Currency (OCC). As a Global Systemically
Important Bank (G-SIB), Wells Fargo is subject to enhanced prudential
standards including stress testing (CCAR/DFAST), capital and liquidity
requirements, and resolution planning[7][19].

Asset Size and Sector Position

With total assets of approximately $2.1 trillion, Wells Fargo ranks as
the fourth-largest bank in the United States by assets, behind
JPMorgan Chase ($3.9 trillion), Bank of America, and Citigroup.
Following the January 2026 removal of the Federal Reserve's asset
cap, Wells Fargo can now pursue organic balance sheet growth for
the first time since 2018[27][50].

2. Financial Performance Analysis



Net Interest Income and Net Interest Margin

Metric Q4 2025 | Q4 2024 | Change
Net Interest Income ($ millions) | 12,331 11,836 +4.2%
NIM (taxable-equivalent basis) 2.60% 2.70% | -10 bps
NII excluding Markets 12,000 | 11,683 +2.7%
Markets NII 358 180 +98.9%

Table 1: Net Interest Income Trends

Net interest income of $12.3 billion in Q4 2025 increased $495 million
(4%) from Q4 2024, driven by higher loan and investment securities
balances, improved Markets business results, and fixed-rate asset
repricing. However, these gains were partially offset by deposit mix
changes as customers shifted toward higher-yielding products[10].

The net interest margin of 2.60% declined 10 basis points year-over-
year, predominantly due to growth in lower-yielding Markets trading
assets. Excluding Markets, core NIM compression reflects the
challenging rate environment with deposit costs remaining elevated
despite Federal Reserve rate cuts beginning in late 2025[3][9].

2026 NII Outlook: Management expects full-year 2026 NII of
approximately $50 billion (excluding Markets), representing growth
from 2025's $47.7 billion, driven by balance sheet expansion,
continued fixed-asset repricing, and improved loan/deposit mix
optimization[10][12].

Non-Interest Income

Category Q4 2025 Growth YoY
Total Noninterest Income $9.0B +5.0%
Asset-based fees (WIM) Strong growth +9.0%
Card fees Higher Positive
Deposit-related fees Higher Positive
Mortgage banking fees Higher Positive

Table 2: Non-Interest Income Components



Noninterest income of $9.0 billion increased 5% in Q4 2025 versus Q4
2024. Excluding a $448 million securities repositioning loss in Q4
2024, core growth was driven by[7][10]:

e Higher asset-based fees in Wealth and Investment Management
(+9%) on market valuation increases

e Increased card fees from double-digit purchase volume growth
in premium cohorts

e Higher deposit-related fees and debit card interchange income

e Improved mortgage banking fees

e Strong investment banking performance with Wells Fargo rising
to 8th in M&A league tables (from 17th in 2024)[42]

Full-year 2025 fee-based income grew 5% year-over-year,
demonstrating successful diversification away from pure interest
income dependency[7].

Efficiency Ratio

The efficiency ratio improved to 64% in Q4 2025 from 65% in Q4 2024
and 68% in Q4 2023, reflecting CEO Charlie Scharf's multi-year
expense discipline initiative. The bank has achieved $15 billion in
gross expense reductions over the past five years, allowing
reinvestment in infrastructure and business growth while reducing
the total expense base[4][9].

Noninterest expense of $13.7 billion declined 1% YoY despite:

e Higher revenue-related compensation in Wealth and Investment
Management

e Increased advertising expense

e Higher technology and equipment expense

Offsetting factors included lower FDIC assessment expense, reduced
operating losses, and efficiency initiative benefits[7].

2026 Expense Guidance: Noninterest expense expected at
approximately $54.6 billion, up modestly from prior guidance due to
$200 million in additional severance and $200 million in revenue-
related compensation (primarily WIM success fees)[3].



Return Metrics

. Q4 Q4 FY 2025
Met

etrie 2025 | 2024 Target
ROE (Return on Equity) 12.3% 11.7% -
ROTCE (Return on Avg. 145% | 13.9% 15.0%
TCE)
ROA (Return on Assets) ~1.0% - -

Table 3: Profitability Metrics

Wells Fargo achieved its prior ROTCE target of 15% for full-year 2025
and established a new medium-term target of 17-18%, reflecting
confidence in the bank's transformation and growth trajectory[5][7]
[23]. The ROTCE of 14.5% in Q4 2025 (up from 13.9% in Q4 2024)
demonstrates steady progress toward this enhanced target.

Earnings Trends

Period Net Income | EPS (Diluted) | Growth
Q4 2025 $5.36B $1.62 +5.6%

Q4 2025 (adjusted) $5.80B $1.76 +23.1%
FY 2025 vs FY 2024 - +17.0% +17.0%

Table 4: Earnings Performance

Diluted EPS grew 17% for full-year 2025 compared to 2024, driven by
revenue growth, expense discipline, improving credit quality, and
significant share repurchases (22% reduction in average shares
outstanding since 2019)[7][43].

Q4 2025 net income of $5.36 billion exceeded Q4 2024's $5.08 billion.
Excluding $612 million ($0.14/share) in severance expense, adjusted
net income reached $5.80 billion ($1.76 EPS), demonstrating robust
underlying earnings power[1][7][23].

Earnings Quality: High-quality earnings supported by diversified
revenue streams, disciplined expense management, and conservative
credit reserving. The bank maintains flexibility to absorb economic
shocks while delivering consistent profitability growth.



3. Balance Sheet Strength

Capital Ratios
. . 4 Q4 Regulatory
IR Q
Capital Ratio 2025 | 2024 Minimum
CET1 (Standardized) 10.6% | 11.1% 4.5% + SCB
Tier 1 Capital
11.9% 12.6% 0% B
(Standardized) I 0% 6.0% 8¢
Total Capital 0 0 0
(Standardized) 14.3% | 15.2% 8.0% + SCB
CET1 (Advanced) 12.3% 12.4% 4.5% + SCB
Tier 1 Leverage Ratio 7.5% 8.1% 4.0%
Suppl tary L
parD CEAIY REVETSEE | 6,200 | 6.7% 5.0% (G-SIB)

Table 5: Capital Adequacy Metrics

Wells Fargo maintains a strong capital position with CET1 ratio of
10.6% (Standardized Approach) as of December 31, 2025, well above
regulatory minimums. The sequential decline from 11.1% in Q4 2024
reflects aggressive capital deployment through share repurchases
($18 billion in 2025) while maintaining substantial excess capital
above requirements[18][23].

The bank's capital ratios provide significant cushion above regulatory
requirements, including the Stress Capital Buffer (SCB) determined
through annual CCAR stress testing. Wells Fargo's Total Loss
Absorbing Capacity (TLAC) ratio of 23.2% exceeds G-SIB
requirements, ensuring the bank can absorb losses in stress
scenarios[18].

Capital Deployment Strategy: Management prioritizes maintaining
competitive dividend ($0.45/share quarterly as of Q4 2025, up 13% in
2025), funding organic growth opportunities, and returning excess
capital through share repurchases under the $40 billion
authorization approved in April 2025[43][46].



Asset Quality Metrics

Credit Metric Q32025 | Q42024
Allowance Coverage Ratio | 1.52% 1.60%
Commercial NCO Rate Stable -
Consumer NCO Rate 81 bps 88 bps
NPL Ratio (CRE) 2.56% 2.68%
Office NPL Balance $2.45B | $3.53B

Table 6: Credit Quality Indicators
Credit Quality Trends:

Wells Fargo's credit performance improved significantly through
2025, with net charge-offs declining 16% year-over-year[7]. Key
drivers include:

« Commercial Real Estate: Office valuations stabilizing after
pandemic-driven stress. Office nonaccrual loans declined to
$2.45 billion in Q3 2025 from $3.53 billion a year earlier. The
bank has proactively reduced office exposure by 33% over two
years through loan runoff[58][61].

* Consumer Credit: Consumer portfolio net charge-offs improved
to 81 basis points in Q2 2025 from 88 basis points a year earlier,
driven by lower auto loan losses[20].

* Reserve Coverage: Allowance coverage of 1.52% (Q3 2025)
reflects improved commercial real estate portfolio performance
and lower loan balances. Office portfolio maintains 7.5% reserve
coverage, down from 7.9% in Q2 2025 as stress moderates[16]
[58].

Provision for Credit Losses: Q4 2025 provision of $1.04 billion
included a slight allowance increase reflecting higher commercial
loan balances while credit losses remained well-contained[7].



Loan Portfolio Composition

Loan Category Q4 2025 Avg. | YoY Change
Consumer Banking & Lending $329.3B +2%
Commercial Banking $224.0B +1%
Corporate & Investment Banking $312.9B +14%
Wealth & Investment Management $88.7B +6%
Total Average Loans $955.8B +5.5%

Table 7: Loan Portfolio by Segment

Portfolio Composition Details:

Commercial and Industrial (C&I): Increased loan balances
with strong demand across sectors, partially offset by office CRE
reduction strategy[20]

Commercial Real Estate (CRE): Period-end balance of $130.3
billion (Q3 2025), down 8% YoY. Office exposure declining
through natural runoff[58]

Residential Mortgage: $247.6 billion (Q2 2025), declining due to
home lending channel recalibration toward conforming/serviced
customers[20]

Consumer Lending: Credit cards showing double-digit purchase
volume growth in premium segments; auto lending
expanding[2][7]

Geographic Concentration: Predominantly U.S.-based portfolio with
diversification across states and metropolitan areas. Limited
international exposure outside U.S. multinational client servicing[2].

Deposit Base



Deposit Category Q4 2025 Characteristics

Total Average Deposits $1,377.7B +1.8% YoY
Noninterest-bearing Declining Mix shift pressure
Interest-bearing Growing Customer preference
shift

C Banking &

OnSWMEr Sanking $778.6B Stable (+1% YoY)
Lending
Commercial Banking $181.0B -2% YoY

Table 8: Deposit Franchise Metrics

Wells Fargo's deposit franchise remains a core competitive advantage
with $1.38 trillion in average deposits. The bank faces ongoing
deposit mix pressures as customers migrate to higher-yielding
products, contributing to NIM headwinds[7][10].

Deposit Cost Trends: Management has successfully implemented
pricing discipline, with lower deposit pricing benefiting NII growth in
Consumer Banking (+16% NII YoY in Q4 2025). However, competitive
dynamics and customer rate sensitivity remain ongoing
challenges[7].

Liquidity Position
Liquidity Metric Q4 2025
Liquidity Coverage Ratio (LCR) 119%
Loan-to-Deposit Ratio ~69%
Available Liquidity Substantial

Table 9: Liquidity Metrics

The Liquidity Coverage Ratio of 119% significantly exceeds the 100%
regulatory minimum, demonstrating Wells Fargo's ability to
withstand a 30-day liquidity stress scenario[18]. The conservative
loan-to-deposit ratio provides substantial funding flexibility and
reduces reliance on wholesale funding sources.



4. Strengths

Wells Fargo possesses multiple competitive advantages positioning it
for sustained success:

1.

Asset Cap Removal - Transformational Catalyst: The January
2026 lifting of the Federal Reserve's $1.95 trillion asset cap
represents the single most significant positive development for
Wells Fargo in seven years. This removes the primary constraint
on organic balance sheet growth, enabling the bank to pursue
lending opportunities, expand market share, and optimize
capital deployment[41][44][50].

. Strong Deposit Franchise: With $1.38 trillion in deposits across

diversified consumer, commercial, and wealth segments, Wells
Fargo commands one of the largest and most stable funding
bases in U.S. banking. This low-cost funding advantage supports
competitive lending pricing and NIM protection[7][64].

. Diversified Revenue Streams: Four distinct business segments

(Consumer, Commercial, CIB, Wealth) provide earnings stability
and growth optionality. Fee income growth of 5% in 2025
demonstrates successful revenue diversification beyond net
interest income[7][64].

. Superior Capital Position: CET1 ratio of 10.6% with significant

excess capital above regulatory requirements enables
aggressive shareholder returns ($23 billion in 2025) while
funding growth initiatives. The bank returned capital equivalent
to 22% share count reduction since 2019[7][43].

. Improving Credit Quality: Net charge-offs declined 16% YoY

with office CRE stabilizing and consumer credit metrics
improving. Proactive office exposure reduction (33% decline
over two years) positions the bank ahead of peers in managing
legacy CRE risk[7][58][61].

. Operating Efficiency Gains: $15 billion in gross expense

reductions over five years while improving the efficiency ratio to
64% demonstrates management's ability to drive operational
excellence. These savings fund technology investments and
business growth[4][9].

. Wealth Management Momentum: Client assets of $2.5 trillion

(+9% YoY) with net income up 29% in Q4 2025. Strong advisor



productivity, net new asset flows in high-net-worth segments,
and platform modernization drive sustainable growth[4][8].

8. Investment Banking Renaissance: Dramatic improvement in
M&A league table ranking (8th in 2026 vs. 17th in 2024)
following aggressive managing director hiring and removal of
asset cap constraints. Major deal mandates (Netflix/Warner
Bros., Union Pacific/Norfolk Southern) demonstrate credibility
restoration[42].

9. Proven Management Team: CEO Charlie Scharf's leadership
since 2019 delivered on regulatory remediation, expense
discipline, and profitability targets (achieved 15% ROTCE goal,
set new 17-18% target). Management team overhaul (majority
of top 220 leaders new) embedded risk-aware culture[50][56].

10. Technology and Digital Capabilities: Ongoing investments in
digital banking, Al integration, and infrastructure
modernization enhance customer experience and operational
efficiency. "Digital first, human assisted" model optimizes
distribution economics[2][5].

5. Weaknesses

Despite significant strengths, Wells Fargo faces several structural and
operational challenges:

1. NIM Compression Pressure: Net interest margin of 2.60%
declined 10 bps YoY due to deposit mix shifts and lower-yielding
asset growth. Continued Federal Reserve rate cuts (expected 3
cuts in 2026) will pressure margins despite repricing benefits[3]
[91[60].

2. Elevated Regulatory Compliance Costs: Ongoing investment of
approximately $2 billion annually in risk management and
controls represents permanent structural cost increase. While
consent orders cleared, heightened regulatory scrutiny will
persist[47][56].

3. Revenue Growth Execution Risk: Management's 2026
guidance for NII growth and fee income expansion requires
successful execution across multiple initiatives including
balance sheet deployment, market share gains, and investment



banking buildout. Competitive headwinds from JPMorgan, Bank
of America, and fintech challengers remain intense[29][30].

4. Legacy Office CRE Exposure: While improving, $2.45 billion in
office nonaccrual loans and potential for additional "lumpy"
losses create ongoing credit risk. Office reserve coverage of 7.5%
may prove insufficient if valuations deteriorate further[58][61].

5.Lagging Digital Banking Capabilities: Competitors
(particularly JPMorgan with 60+ million digital customers and
Bank of America's Merrill integration) maintain digital
experience advantages. Wells Fargo's platform modernization
efforts remain in progress[30][64].

6. Deposit Cost Pressures: Customer migration to higher-yielding
products and intensifying competition for deposits (particularly
from high-yield savings fintechs) pressure funding costs.
Noninterest-bearing deposit declines weigh on NIM[7][10].

7.Underdeveloped International Presence: Limited global
footprint versus Citigroup and JPMorgan constrains revenue
opportunities from multinational corporations and cross-border
flows. Deliberate U.S. focus reduces diversification benefits[2]
[30].

8. Reputational Overhang: Despite regulatory progress, fake
accounts scandal legacy and prolonged consent order period
damaged brand perception, particularly among younger
demographics. Customer trust rebuilding remains ongoing[56]
[64].

6. Risks

Investors should carefully consider the following risk factors:

Credit Risk

« Office CRE Concentration: Despite reduction efforts, remaining
office exposure of approximately $2.45 billion in nonaccruals
represents potential for material losses if remote work trends
persist and valuations decline further. Office reserve coverage of
7.5% may prove inadequate in severe stress[58][61].

* Consumer Credit Normalization: As economy potentially
softens in 2026, consumer credit losses in cards, auto, and



personal loans could increase from current low levels. NCO rate
of 81 bps remains below long-term historical averages[20].

 Commercial Lending Concentration: Rapid C&I loan growth
(+14% YoY in CIB segment) requires strong underwriting
discipline. Industry or geographic concentrations could amplify
losses in recession[7].

* Credit Reserve Adequacy: Allowance coverage of 1.52% sits at
lower end of peer range. Economic deterioration could
necessitate rapid reserve builds, pressuring earnings[16].

Interest Rate Risk

« NIM Compression from Rate Cuts: Federal Reserve expected to
cut rates to 3.0% range by end of 2026, pressuring asset yields
while deposit costs remain sticky. NIM could decline below 2.50%
if deposit pricing remains competitive[60][62].

» Asset-Liability Duration Mismatch: Fixed-rate loan portfolio
repricing lags deposit cost adjustments in falling rate
environment, compressing spreads[10].

» Deposit Beta Risk: Higher-than-expected deposit cost sensitivity
to rate cuts could limit NIM expansion in easing cycle[9].

Liquidity Risk

* Deposit Flight Risk: While LCR of 119% indicates strong
liquidity, rapid customer migration to money market funds or
competitors could pressure funding stability. Regional banking
crisis of 2023 demonstrated vulnerability of deposit
franchises[27].

* Wholesale Funding Dependence: While limited, reliance on
capital markets funding exposes bank to market volatility and
credit spread widening[18].

Regulatory Risk

» Heightened Supervisory Scrutiny: Despite consent order
terminations, Wells Fargo faces ongoing intensive regulatory
oversight as legacy remediation concerns. Any compliance
lapses could trigger renewed enforcement actions[41][47].

» Capital Requirement Changes: Potential Basel IIIl Endgame
implementation or G-SIB surcharge increases could necessitate



higher capital levels, reducing shareholder return capacity[19].
Stress Test Vulnerability: Annual CCAR stress testing
determines capital distribution capacity. Adverse scenarios or
supervisory model changes could constrain buybacks and
dividends[19].

Consumer Protection Actions: CFPB and state regulators
maintain authority to impose fines or operational restrictions
for consumer harm findings[41].

Operational Risk

Cybersecurity Threats: As digital banking expands,
vulnerability to data breaches, ransomware, and fraud
increases. Major cyber incident could result in financial losses,
regulatory fines, and reputational damage.

Technology Transformation Execution: Multi-year
infrastructure modernization involves significant execution risk.
System failures, integration issues, or cost overruns could
disrupt operations.

Third-Party Vendor Dependencies: Reliance on external
technology and service providers creates concentration risk and
potential service disruption exposure.

Macroeconomic Risk

Recession Impact: Economic downturn would pressure loan
growth, increase credit losses, reduce fee income (particularly
wealth management), and compress NIM. U.S.-concentrated
business model amplifies domestic economic sensitivity[59].
Commercial Real Estate Market Deterioration: Broader CRE
stress beyond office (retail, multifamily, industrial) could
materialize if economic conditions weaken or financing
availability contracts[58].

Employment Trends: Labor market softening would increase
consumer credit losses and reduce lending demand.
Unemployment rate increases above 4.5% would pressure credit
quality[62].

Inflation Persistence: Sustained above-target inflation could
force Federal Reserve to maintain restrictive policy longer,
constraining economic activity and loan growth[60].



Market/Trading Risk

» Securities Portfolio Valuation: Unrealized losses on held-to-
maturity (HTM) securities from 2022-2023 rate increases remain
on balance sheet. While losses will amortize over time, mark-to-
market impacts affect tangible book value[7].

* Trading Losses: Markets business volatility could result in
quarterly trading losses, as experienced by peers during periods
of market dislocation.

Strategic/Execution Risk

» Balance Sheet Growth Execution: Post-asset cap removal,
successfully deploying excess liquidity into profitable loan
growth requires execution across consumer, commercial, and
CIB segments. Missteps could result in asset quality deterioration
Or margin compression.

* Investment Banking Competitive Positioning: Ambition to
reach top-five IB ranking faces entrenched competition from
bulge bracket firms with superior client relationships, talent
depth, and product breadth[42].

 Wealth Management Scale vs. Peers: Bank of America's Merrill
Lynch integration and Morgan Stanley's wealth scale
advantages create competitive headwinds. Closing this gap
requires sustained advisor recruitment and platform
investment[8][30].

* Technology Disruption: Fintech competitors and neobanks
capturing younger demographics through superior digital
experiences threaten long-term franchise value[64].

Reputational Risk

* Customer Satisfaction: Ongoing efforts to rebuild trust
following fake accounts scandal require sustained operational
excellence and customer-centric culture. Service failures could
reignite reputational damage[56].

» ESG Considerations: Investor and stakeholder focus on
environmental, social, and governance performance creates
reputational and regulatory risk. Lending to certain industries
(fossil fuels, firearms) generates controversy.



7. Regulatory Environment and Compliance

Regulatory Oversight Structure

Wells Fargo operates under comprehensive multi-agency
supervision:

» Federal Reserve: Primary consolidated supervisor for bank
holding company; conducts CCAR stress testing, sets capital
requirements, and oversees systemic risk management[19][50]

 Office of the Comptroller of the Currency (OCC): Supervises
Wells Fargo Bank, N.A. as national bank; conducts safety and
soundness examinations[44]

* Federal Deposit Insurance Corporation (FDIC): Provides
deposit insurance and resolution authority; assesses insurance
premiums[7]

* Consumer Financial Protection Bureau (CFPB): Enforces
consumer protection laws; issues consent orders for consumer
harm[41]

« State Regulators: Oversee state-chartered subsidiaries and
enforce state banking laws

Recent Regulatory Milestones

Asset Cap Removal (January 2026): Federal Reserve determination
that Wells Fargo met all conditions to remove the $1.95 trillion asset
limit marks culmination of seven-year remediation effort.
Requirements included:

e Board effectiveness improvements

e Firmwide compliance and operational risk program
enhancements

e Third-party independent review validation

e Federal Reserve direct examination confirmation[50]

Consent Order Terminations: Since CEO Charlie Scharf's arrival in
2019, regulators have terminated 13 consent orders, with only the
asset cap order remaining as of early 2025. In 2025 alone, seven
consent orders were closed, including:

e CFPB compliance risk management order (April 2025)[41]



e OCC compliance risk management order (April 2025)[41]
e OCCfinancial subsidiaries order (May 2025)[44][47]

This accelerating resolution pace signals regulatory confidence in
Wells Fargo's transformation and control improvements.

Stress Test Results

Wells Fargo participates in annual Comprehensive Capital Analysis
and Review (CCAR) stress testing. The bank's Stress Capital Buffer
(SCB) requirement, determined by supervisory stress test results,
remains well above the 2.5% minimum. Strong stress test
performance in recent cycles enabled increased capital distribution
through dividends and buybacks[19][43].

2025 CCAR Results: Satisfactory performance with no capital
distribution restrictions beyond standard SCB requirements. This
outcome supported the $40 billion share repurchase authorization
and 13% dividend increase implemented in 2025[43].

Capital Distribution Framework

Federal Reserve requires Wells Fargo to maintain minimum capital
ratios plus stress-determined buffers:

e Minimum CET1: 4.5%

e Stress Capital Buffer: At least 2.5% (bank-specific)

e G-SIB Surcharge: Additional requirement based on systemic
importance

e Total requirement: Approximately 8-9% CET1[19]

With actual CET1 of 10.6%, Wells Fargo maintains 150-200 basis
points of excess capital available for deployment[18][23].

Compliance Program Effectiveness

Wells Fargo invested approximately $2 billion annually in risk
management and control infrastructure since 2019, resulting in:

e Complete management team transformation (majority of top
220 leaders new)
e Enhanced three-lines-of-defense risk framework



e Upgraded technology and data infrastructure for risk reporting
e Embedded risk-aware culture throughout organization
e Improved model governance and KYC/AML automation[2][50]

Management expresses "extremely high confidence" in the progress
made and path forward, though acknowledges work remains to
sustain these improvements[47][50].

Ongoing Regulatory Risks
Despite progress, Wells Fargo faces continued risks:

e Heightened supervisory expectations as legacy remediation
bank

e Potential for new enforcement actions if compliance lapses
occur

e Evolving regulatory requirements (Basel III Endgame, climate
risk, operational resilience)

e State-level regulatory actions independent of federal supervisors

e Congressional oversight and political scrutiny of large banks

8. Competitors and Competitive Landscape

Primary Peer Group

Wells Fargo competes within the U.S. Money Center Banks segment,
with direct peers including:

Institution Total Assets | Market Cap
JPMorgan Chase | $3.9 trillion | $800 billion
Bank of America | $3.0+ trillion | $344 billion
Citigroup $2.4+ trillion | $168 billion
Wells Fargo $2.1 trillion | $293 billion

Table 10: Big Four U.S. Banks Comparison

JPMorgan Chase's market value exceeds the combined value of
Citigroup, Bank of America, and Wells Fargo, demonstrating its
dominant competitive position following First Republic
acquisition[27].



Competitive Positioning Analysis

Metric WEC JPM BAC C
ROTCE Target 17-18% | 18-20% | 16-17% | 11-12%
Efficiency Ratio 64% ~55% | ~65% | ~70%
CET1 Ratio 10.6% 15.7% | ~12% | ~13%
P/TBV Multiple 1.78x 24X 1.5x 1.1x
Digital Customers | Expanding | 60M+ 58M+ ~40M

Table 11: Peer Group Competitive Metrics

Competitor Strengths and Strategies

JPMorgan Chase:

e Investment banking dominance and capital markets leadership

e Superior digital banking platform (60+ million active digital
customers)[30]

e Fortress balance sheet with highest credit ratings

e Successful First Republic acquisition expanding West Coast
presence[27]

e Management depth and execution consistency under Jamie
Dimon

Bank of America:

e Integrated wealth management through Merrill Lynch (16%
ultra-high-net-worth market share)[8]

e "Moving upstream" strategy capturing affluent relationships
(80% of new 2025 clients brought $500k+)[8]

e Strong retail banking franchise with dense branch network

e Digital banking leadership with robust mobile platform

Citigroup:

e Extensive global network and international banking
capabilities[30]

e Leadership in foreign exchange and transaction services

e Treasury and trade solutions for multinational corporations

e Emerging markets presence providing geographic diversification



Market Share Analysis

Consumer Banking: Wells Fargo maintains top-four deposit market
share but faces pressure from JPMorgan and Bank of America's
superior digital experiences and branch optimization strategies.

Commercial Banking: Strong middle-market relationships but ceding
share to JPMorgan's aggressive commercial bank buildout and
regional banks' local market expertise.

Investment Banking: Dramatic improvement with M&A ranking
rising to 8th (2026) from 17th (2024), but substantial gap remains to
top-five target. JPMorgan, Goldman Sachs, Morgan Stanley, and Bank
of America control majority of fee wallet[42].

Wealth Management: Client assets of $2.5 trillion trail Bank of
America ($3.5+ trillion through Merrill/Private Bank) and Morgan
Stanley's scale. However, growth momentum strong with 9% YoY
client asset increase[4][8].

Emerging Competitive Threats

Fintech and Neobanks:

e Chime, SoFi, Ally capturing millennial/Gen Z customers through
superior digital UX

e High-yield savings accounts from Marcus (Goldman Sachs) and
online banks pressuring deposit costs

e Payment platforms (Venmo, Cash App, Apple Pay)
disintermediating traditional banking relationships

Regional Banks:

e PNC, U.S. Bank, Truist leveraging local market knowledge for
commercial lending share

e First Republic (pre-failure) demonstrated wealth client capture
from major banks through service model

e Community banks winning small business relationships through
personalized service



Competitive Differentiation

Wells Fargo's differentiation strategy emphasizes:

* Cross-sell and relationship depth: Leveraging broad product
suite across consumer, commercial, and wealth segments

» Branch-plus-digital approach: Optimizing physical presence
while expanding digital capabilities

* Middle market commercial banking: Serving companies too
large for regional banks but preferring non-bulge bracket
relationships

* Advice-led wealth management: Shifting from transactional to
advisory model with integrated planning tools[2]

9. Analyst Coverage and Professional
Recommendations

Sell-Side Coverage Summary

Wells Fargo maintains extensive Wall Street analyst coverage with 24
firms publishing regular research:

Firm Rating Price Target | Date

Barclays Overweight $113 Jan 2026
Evercore ISI Outperform $110 Jan 2026
Wolfe Research Outperform $109 Jan 2026
Truist Financial Buy $104 Jan 2026
Morgan Stanley Overweight $97 Oct 2025
CICC Market Perform $96 Jan 2026
Baird Underperform $90 Jan 2026
TD Cowen Hold $100 Jan 2026
HSBC Hold $74 Jan 2026

Table 12: Selected Analyst Ratings and Price Targets

Consensus Metrics:



e Average Price Target: $101.32 (implies +14% upside from
February 10, 2026 price of $94.72)[29][35]

e Bull Case Target: $113 (Barclays) - implies +20% upside[26][32]

e Bear Case Target: $74 (HSBC) - implies -21% downside[26][29]

e Rating Distribution: Approximately 65% Buy/Overweight, 30%
Hold, 5% Sell/Underperform[26][29]

Recent Rating Changes
Upgrades and Target Increases (Q4 2025 - Q1 2026):

e Barclays (January 2026): Raised target to $113 from $94,
maintaining Overweight. Cited asset cap removal, improving
fundamentals, and ROTCE expansion trajectory[26].

 Wolfe Research (January 2026): Increased target to $109 from
$99, keeping Outperform. Named WEFC as top 2026 pick citing
capital deployment opportunities and profitability inflection[26]
[42].

e Evercore ISI (January 2026): Boosted target to $110 from $107,
maintaining Outperform. Highlighted balance sheet growth
potential and valuation discount to intrinsic value[26].

e Truist Financial (January 2026): Raised target to $104 from
$100, keeping Buy rating. Noted "durable tailwinds" from
repricing, balance sheet growth, and Fed easing should lift bank
stocks in 2026[42].

Downgrades:

e Baird (January 2026): Downgraded to Underperform from
Neutral with $90 target. Expressed concern that strong rally into
Q4 earnings left limited upside given execution risks[26].

Key Analyst Themes

Bull Case Arguments:

1. Asset Cap Removal Catalyst: Unanimous bullish analyst view
that asset cap lifting represents transformational positive
enabling 5-7% annual balance sheet growth, market share
recapture, and improved returns[56].



2. Operating Leverage and ROTCE Expansion: Analysts project
Wells Fargo achieving 17-18% ROTCE medium-term target
through expense discipline, revenue growth, and capital
optimization. Current 14.5% ROTCE provides substantial
expansion runway[42][56].

3. Capital Return Capacity: Excess capital position supports $18-
20 billion annual buyback capacity plus competitive dividend
growth, providing 7-8% total shareholder yield[46][49].

4. Valuation Disconnect: Trading at 1.78x P/TBV versus 2.0-2.2x
historical normalized multiple represents 15-20% upside to fair
value. Discount to JPMorgan (2.4x) and peer group appears
excessive given improving fundamentals[28][31][37].

5. Credit Quality Inflection: Stabilizing office CRE and declining
consumer losses provide earnings tailwind. Potential reserve
release in 2026-2027 if economic conditions remain
favorable[58][61].

6. Fee Income Growth Acceleration: Wealth management
momentum (29% NI growth Q4 2025) and investment banking
resurgence (8th M&A ranking) drive sustainable non-interest
income expansion[4][42].

Bear Case Arguments:

1. NIM Compression Risk: Continued Fed rate cuts and deposit
competition could pressure NIM below 2.5%, limiting revenue
growth despite balance sheet expansion. Some analysts model
2.40-2.45% NIM by late 2026[9][60].

2. Execution Uncertainty: Post-asset cap growth strategy requires
successful loan deployment across multiple segments. Missteps
in credit underwriting or pricing discipline could damage
profitability[56][59].

3. Valuation Concerns After Rally: Stock appreciation of 17% in
2025 brought P/TBV multiple from depressed levels toward
historical average. Some analysts argue limited upside remains
at current valuations[26][37].

4. Regulatory Risk Premium: Despite consent order progress,
Wells Fargo faces ongoing heightened supervisory scrutiny
justifying valuation discount to JPMorgan and Bank of
America[56].



5. Competitive Headwinds: JPMorgan's market dominance, Bank
of America's wealth integration, and fintech disruption create
sustained competitive pressure across all business lines[27][30]
[64].

Areas of Analyst Disagreement

Key Debate Points:

e NIM Trajectory: Bulls expect stabilization near 2.60% as
repricing benefits offset deposit costs; bears project decline to
2.40-2.50% range[3][9]

e Balance Sheet Growth Rate: Optimists model 5-7% loan CAGR
post-asset cap; skeptics forecast 3-4% given competitive
dynamics[56]

e ROTCE Timeline: Consensus expects 17-18% ROTCE by 2027-
2028, but timing and sustainability debated[5][42]

e Appropriate Valuation Multiple: Range from 1.5x P/TBV
(bears) to 2.2x+ (bulls) based on execution confidence[28][31]
[37]

Institutional Ownership

Major Institutional Holders:

e Vanguard Group: ~8.5% ownership

e BlackRock: ~7.2% ownership

e State Street: ~4.3% ownership

e Berkshire Hathaway (Warren Buffett): Reduced position
significantly from 2022-2023 peak

e Capital Group: ~3.8% ownership

Insider Ownership: Management and board ownership
approximately 0.3% of shares outstanding, typical for large-cap
banks[46].

Recent Position Changes: Institutional ownership remained
relatively stable through 2025, with modest net selling during stock
rally in Q4 2025. Notable increase in hedge fund ownership citing
asset cap removal catalyst[46].



10. Growth Potential

Historical Growth Analysis

Metric 3-Year CAGR | 5-Year CAGR | Constraint
Loan Growth ~0% -1% Asset cap
Deposit Growth 1-2% 0-1% Asset cap
EPS Growth 15-20% 10-12% Buybacks
Book Value/Share 4.2% 4.2% Capital return

Table 13: Historical Growth Rates (2020-2025)

Wells Fargo's historical growth was severely constrained by the $1.95
trillion asset cap from 2018-2025, forcing balance sheet shrinkage
and opportunistic loan portfolio optimization. Despite this limitation,
the bank generated strong EPS growth through expense discipline,
margin management, and aggressive share repurchases[28][56].

Market Share Trends: Lost market share in consumer deposits,
commercial lending, and investment banking during asset cap period
as competitors captured growth opportunities. Asset cap removal
enables market share recapture beginning 2026[30][56].

Future Growth Drivers

Balance Sheet Expansion (Primary Driver):
Post-asset cap removal, Wells Fargo targets:

e Loan Growth: 5-7% annual CAGR in 2026-2028 driven by
commercial lending, CRE (selective), consumer cards, and auto
lending[2][5]

e Deposit Growth: 3-5% CAGR through relationship deepening
and digital account acquisition

e Investment Securities: Strategic deployment of excess liquidity
into higher-yielding securities

Revenue Growth Initiatives:

* Consumer Cards & Lending: Double-digit purchase volume
growth in premium card segments; auto lending expansion



through dealer partnerships[2][7]

Small Business & Mid-Market: Deeper cross-sell of treasury
services, merchant acquiring, working capital products;
embedded banking features for integrated cash flow
management[2]

Corporate & Investment Banking: Selective M&A share gains
through continued managing director hiring; expansion in
investment-grade DCM, asset-backed finance, energy transition
financing, structured solutions[2][42]

Wealth & Investment Management: Advice-led model shift;
digital planning integration; advisor productivity gains; net new
asset flows from HNW/UHNW segments targeting 80%+ of
clients above $500k threshold[2][8]

International Corridor Services: Focus on U.S. multinational
FX, trade finance, cross-border cash management; payment rail
expansion without retail branch buildout[2]

Technology and Digital Banking:

e Alintegration for productivity enhancement and customer

service (customer-facing and internal operations)[5]

e Data fabric and master data management (MDM) strengthening

risk reporting and cross-channel personalization

Intelligent automation in compliance (KYC/AML) and model
governance reducing unit costs[2]

Mobile and online banking platform modernization competing
with fintech user experiences

Efficiency and Margin Expansion:

Branch optimization: "Digital first, human assisted"” model
reducing physical footprint costs[2]

Process automation and operational excellence driving 100-200
basis points efficiency ratio improvement potential

Vendor management and procurement optimization

Target: Efficiency ratio improvement to 60-62% range by 2027-
2028



M&A Potential

Wells Fargo as Acquirer (Low Probability Near-Term):

Management's stated strategy prioritizes organic growth and
regulatory normalization over acquisitions. CEO Charlie Scharf
emphasized focus on deploying capital through balance sheet growth
and buybacks rather than M&A[50]. However, potential strategic
rationales exist:

e Wealth Management Scale: Small RIA aggregators or regional
wealth firms to accelerate WIM growth

e Digital/Fintech Capabilities: Technology acquisitions to
accelerate platform modernization

e Geographic Fill-ins: Branch or business acquisitions in
underweighted markets (less likely)

Near-term M&A probability: Low (0-10% over next 2 years) given
management focus on organic execution.

Wells Fargo as Acquisition Target (Low-to-Moderate Probability):

Factor Assessment

Size $293B market cap - challenging but feasible
Strategic Fit Attractive deposit franchise, wealth platform
Regulatory Major regulatory hurdle given systemic
Approval importance

}\fli\:rigement No indication of sale interest

Potential Private equity consortiums (unlikely);
Acquirers Foreign banks (low)

Table 14: Acquisition Target Analysis

Takeover Premium Analysis:

Current Price: $94.72

Estimated Fair Value: $100-108 (analyst consensus)
Takeover Premium Range: 30-40% typical for bank M&A
Implied Takeout Price: $123-145/share



e Probability-Weighted Scenario: 5-10% chance over 3-5 year
horizon

Regulatory Approval Likelihood: Low-to-moderate. Federal
Reserve, OCC, and Department of Justice would scrutinize any Wells
Fargo acquisition intensely given systemic importance. Antitrust
concerns would limit domestic acquirers; political opposition to bank
consolidation high[45].

Conclusion: Wells Fargo is unlikely to pursue significant M&A as
acquirer in near term. Also unlikely to be acquired given size,
regulatory complexity, and management focus on organic value
creation. However, breakup scenario (selling specific businesses)
carries 10-15% probability if organic execution falters.

11. Management Quality and Corporate
Governance

Executive Leadership

Charles W. Scharf - Chairman and Chief Executive Officer

Appointed October 2019, Charlie Scharf brought extensive banking
leadership experience:

e Prior roles: CEO of BNY Mellon (2017-2019), CEO of Visa Inc.
(2012-2016), senior leadership at JPMorgan Chase under Jamie
Dimon

e Track record: Successful operational turnarounds, technology
modernization, risk management enhancement

e Wells Fargo tenure: Delivered on regulatory remediation
commitments, achieved 15% ROTCE target, established 17-18%
medium-term goal, secured asset cap removal[50][56]

Key Management Team:

e Michael Santomassimo - Chief Financial Officer: Joined 2020
from private equity; drives financial strategy, capital allocation,
investor relations[58]



e Management overhaul: Majority of top 220 leaders replaced
since 2019, embedding risk-aware culture and performance
accountability[50]

Capital Allocation Philosophy

Wells Fargo's capital deployment priorities in order:

1. Regulatory Capital Requirements: Maintain CET1 well above
minimums plus stress buffer (current 10.6% vs. ~8-9%
requirement)[18][23]

2. 0Organic Growth Investment: Fund loan growth, technology
infrastructure, business expansion initiatives. Post-asset cap
removal, balance sheet growth becomes primary capital use[50]
[56]

3. Competitive Dividend: Maintain sustainable, growing dividend.
Quarterly dividend of $0.45/share (as of Q4 2025) increased 13%
in 2025. Payout ratio approximately 27% provides flexibility for
future increases[46][52]

4. Share Repurchases: Return excess capital through buybacks.
$18 billion repurchased in 2025 under $40 billion authorization
approved April 2025. Buyback yield of 5.8-7.3% significantly
enhances total shareholder returns[43][49]

5. Strategic M&A: Lowest priority currently; management
emphasizes organic execution over acquisitions[50]

Total Shareholder Yield: Dividend yield of 1.9-2.0% plus buyback
yield of 5.8-7.3% equals 7.7-9.3% total shareholder yield, among
highest in large-cap banking[46][49][52].

Capital Return Track Record: Since 2019, Wells Fargo reduced
average shares outstanding by 22% through disciplined buybacks
while increasing dividend per share. This demonstrates
management's commitment to shareholder value creation[43][50].

Board Composition

Wells Fargo's Board of Directors comprises 13 independent directors
plus CEO Scharf, with diverse expertise:

e Banking and financial services expertise



Risk management and regulatory backgrounds

Technology and digital transformation experience

Significant board refreshment since 2018 governance failures
Strong committee structure: Audit, Risk, Compensation,
Governance

Board Independence: 93% independent directors (12 of 13 excluding
CEO), exceeding NYSE requirements[50].

Executive Compensation Alignment

Wells Fargo's executive compensation structure emphasizes:

e Performance-based pay: 80-90% of CEO and executive
compensation tied to performance metrics

e Long-term incentives: Multi-year vesting requirements aligning
executives with sustained value creation

e Risk adjustment: Compensation subject to malus/clawback
provisions for risk management failures

e Peer benchmarking: Pay levels competitive with peer banks
while incorporating Wells Fargo's unique circumstances

CEO 2025 Compensation: Approximately $25-30 million total
(estimated), comprising base salary, annual bonus, and long-term
equity awards. Pay-for-performance alignment strong with
significant equity-at-risk[50].

Communication and Investor Relations

Management demonstrates strong investor communication through:

e Quarterly earnings calls: Detailed financial discussion with
comprehensive Q&A

e Investor presentations: Regular updates at banking
conferences (Morgan Stanley Financials Conference, Goldman
Sachs conference, etc.)

e Transparency: Clear disclosure of regulatory progress, strategic
priorities, financial targets

e Accountability: Charlie Scharf consistently addresses
challenges directly and sets measurable targets (ROTCE goals,
efficiency ratio, regulatory milestones)[5][50]



Management Credibility: Scharf's team has consistently delivered
on commitments since 2019:

e Regulatory remediation: 13 consent orders terminated, asset cap
removed[41][50]

e Profitability: Achieved 15% ROTCE target for FY2025[7][23]

e Expense discipline: $15 billion gross savings over five years[4]

e (Capital return: $23 billion returned to shareholders in 2025[7]

This execution track record enhances management credibility and
investor confidence.

12. Valuation Analysis

Relative Valuation

Metric wec | Peer Premium/Discount S-Yr
Avg. Avg.

P/E (Trailing) 15.1x | 13.5x +12% 15.7x

P/E (Forward) 139x | 12.8x +9% -

P/TBV

(Price/Tang. 1.78x 1.8x -1% 1.25x

Book)

P/BV (Price/Book) | 1.78x | 1.6x +11% 1.25x

Dividend Yield 1.9% | 2.4% -50 bps 3.2%

Table 15: Wells Fargo Valuation vs. Peer Group
Key Peer Comparisons:

e JPMorgan Chase: P/TBV of 2.4x reflects superior returns (18-
20% ROTCE), digital leadership, diversified business model. WFC
trades at 26% discount to JPM[28][31]

e Bank of America: P/TBV of 1.48x versus WFC's 1.78x. WFC
premium justified by higher ROTCE target (17-18% vs. BAC's 16-
17%) and greater capital return capacity[28][31]

e Citigroup: P/TBV of 1.13x reflects restructuring challenges and
lower returns. WFC materially outperforms C on profitability
and capital efficiency[28][31]



e U.S. Bancorp: P/TBV of 1.62x for this high-quality regional
provides context for WFC's positioning within broader banking
sector[31]

Valuation Analysis:

Wells Fargo's current P/TBV multiple of 1.78x sits above its 13-year
median of 1.25x but below its historical high of 1.78x[28]. The
multiple expansion from trough levels (0.55x in 2020) reflects:

* Regulatory progress and asset cap removal

ROTCE improvement from 10-11% range to 15% (achieved) and
17-18% target

Credit quality stabilization

Expense efficiency gains

Capital return track record

Justified P/TBV Calculation:

Using DuPont framework: P/TBV = ROE / (Cost of Equity - Growth
Rate)

Assumptions:

e Sustainable ROE: 14.0% (midpoint of 12.3% current and 17-18%
target)

e Cost of Equity: 10.5% (CAPM-based: 4.5% risk-free + 1.2 beta x
5.0% equity risk premium)

e Long-term Growth: 5.0% (nominal GDP growth)

Justified P/TBV = 14.0% / (10.5% - 5.0%) = 2.55x

Current valuation of 1.78x implies 30% upside to justified
fundamental value.

However, applying Wells Fargo-specific discount for regulatory risk
premium (10-15%) and execution risk (5-10%):

Adjusted Justified P/TBV = 2.55x x (1 -0.125) = 2.23x

Adjusted valuation implies 25% upside from current 1.78x
multiple.



Historical Valuation Range Analysis

Period P/TBV P/TBV P/TBV
Low High Median
13-Year History 0.55x 1.78x 1.25x
Pre-Crisis (2014-2017) 1.30x 1.70x 1.50x
gg;tl'fcandal (2018- 0.55x 1.20x 0.90x
Recovery (2022-2025) 1.00x 1.78x 1.40x

Table 16: Historical P/TBV Trading Ranges

Valuation Context:

e Current 1.78x equals historical peak, suggesting limited

multiple expansion potential from current levels
e Pre-scandal median of 1.50x provides conservative normalized
valuation reference

e Recovery median of 1.40x reflects regulatory overhang

partially cleared

e Post-asset cap "new normal": 1.80-2.20x range appears
justified given improved fundamentals

Conclusion on Relative Valuation: Wells Fargo appears fairly valued

to modestly undervalued on P/TBV basis at 1.78x. Achieving 17-18%
ROTCE target and sustained execution would support 2.0-2.2x
multiple, implying 12-24% upside. Downside risk to 1.50-1.60x if

execution falters or NIM compresses materially (-15-10% downside).

Absolute Valuation - Residual Income Model

Methodology: Residual Income Model values bank as current book

value plus present value of future excess returns above cost of equity.

Key Assumptions:




Parameter Value
Current Tangible Book Value/Share | $53.25
Cost of Equity (CAPM) 10.5%
Near-term ROE (2026-2028) 13.5%
Steady-state ROE (2029+) 15.0%
Long-term Growth Rate 5.0%
Dividend Payout Ratio 30-35%

Table 17: Valuation Model Inputs

Valuation Calculation:

Year 1-3 (2026-2028) Residual Income:

Expected Book Value Growth: 8-9% annually (15% ROE x 65%
retention)

Book Value 2026E: $53.25 x 1.08 = $57.51

ROE:13.5%

Earnings: $57.51 x 13.5% = $7.76

Cost of Equity Charge: $57.51 x 10.5% = $6.04

Residual Income 2026: $7.76 - $6.04 = $1.72

PV@ 10.5%: $1.56

Repeating for years 2027-2028 and summing: PV of Near-term
Residual Income = $4.65

Terminal Value (2029+):

Steady-state ROE: 15.0%

Steady-state Book Value (2029): $65.00

Perpetual Residual Income: $65.00 x (15.0% - 10.5%) / (10.5% -
5.0%) = $53.18

PVto 2026: $53.18 /(1.105)"3 = $39.45

Intrinsic Value Calculation:

Current TBV: $53.25

PV Near-term RI: $4.65



e PV Terminal Value: $39.45
= Intrinsic Value: $97.35/share

Sensitivity Analysis:

Scenario | ROE CoE Value
Base Case | 15.0% | 10.5% | $97.35
Bull Case | 17.0% | 10.0% | $118.50
Bear Case | 13.0% | 11.0% | $78.20

Table 18: Valuation Sensitivity
Alternative Scenarios:

e If ROTCE reaches 17-18% target: Intrinsic value $108-
118/share (+14-25% upside)

e If NIM compresses 25+ bps and ROE stalls at 13%: Intrinsic
value $78-85/share (-15-18% downside)

e If execution meets expectations (15% ROE by 2028): Base case
$97-105/share (+3-11% upside)

Intrinsic Value Conclusion

Fair Value Range: $97-108/share

Current Price (Feb 10, 2026): $94.72

Implied Return: +3% to +14%

Risk-Reward Assessment: Favorable - Limited downside below $85
(asset cap removal floor, book value support) with 10-20% upside if
execution delivers.

Valuation Verdict: Wells Fargo appears modestly undervalued using
absolute valuation frameworks, with intrinsic value $97-108/share
versus current $94.72. The bank trades slightly below fundamental
value, offering attractive entry point for investors with 12-24 month
horizon confident in management execution.



13. Overall Quality Assessment

Financial Strength: Strong

Wells Fargo demonstrates robust financial health supported by:

e Capital: CET1 ratio of 10.6% with substantial excess above
regulatory minimums provides cushion for growth and stress
absorption[18][23]

e Liquidity: LCR 0of 119% and conservative loan-to-deposit ratio
ensure funding stability[18]

e Credit Quality: Improving trends with NCO decline of 16% YoY
and office CRE stabilization[7][58]

e Earnings Power: Diversified revenue streams generating $5-6
billion quarterly net income with 14.5% ROTCE[7]

Rating: Strong - Balance sheet strength and capital position rank
among top-tier U.S. banks, providing foundation for sustained
profitability and shareholder returns.

Franchise Quality: Above Average

Wells Fargo's business franchise exhibits:

e Deposit Base: $1.38 trillion deposit franchise provides
competitive funding advantage([7]

e Market Position: Top-four U.S. bank by assets with coast-to-
coast presence[27][39]

e Diversification: Four business segments (Consumer,
Commercial, CIB, Wealth) reduce concentration risk[7]

e Wealth Platform: $2.5 trillion client assets with strong growth
momentum([4]

e Investment Banking: Rapidly improving market position (8th in
M&A)[42]

Offsetting Factors:

e Reputational damage from fake accounts scandal legacy[56]

e Digital banking capabilities lag JPMorgan and Bank of
America[30][64]

e Limited international presence versus global peers[2][30]



Rating: Above Average - While not premium tier (JPMorgan, Bank of
America wealth franchise), Wells Fargo's diversified platform and
deposit base provide sustainable competitive advantages. Asset cap
removal upgrades franchise from "Average" to "Above Average" as
growth returns.

Management Execution: Good

CEO Charlie Scharf and team have demonstrated:

e Regulatory Remediation: 13 consent orders terminated, asset
cap removed - delivered on core commitment[41][50]

e Profitability Improvement: Achieved 15% ROTCE target,
established 17-18% medium-term goal[7][23]

e Expense Discipline: $15 billion gross savings over five years
funding investments[4]

e Capital Return: $23 billion returned in 2025 including 13%
dividend increase[7][43]

e Strategic Clarity: Clear priorities (organic growth, efficiency,
capital return) consistently communicated[50]

Challenges:

e Revenue growth execution remains unproven post-asset cap
e NIM compression management in rate-cutting cycle
e Balance sheet deployment risk in competitive environment

Rating: Good - Management delivered on major commitments since
2019 and established credibility. Elevated from "Fair" to "Good" based
on execution track record. Not yet "Excellent” tier until sustained
revenue growth and 17-18% ROTCE achieved.

Growth Outlook: Above Average

Wells Fargo's growth prospects improved significantly:

e Balance Sheet Expansion: 5-7% loan CAGR potential post-asset
cap removal[2][56]

e Fee Income: Wealth management and investment banking
driving sustainable non-interest income growth[4][42]

e Market Share Recapture: Seven-year hiatus enables share
gains across consumer, commercial, CIB[30][56]



e Capital Deployment: Excess capital supports growth
investment and shareholder returns[43]

o Efficiency Gains: Operating leverage from expense discipline
and revenue growth[9]

Limiting Factors:

e Competitive intensity from JPMorgan, Bank of America,
fintechs[27][30]

e NIM pressure from rate environment[3][60]

e Execution risk on growth initiatives[56][59]

Rating: Above Average - Asset cap removal transforms growth
trajectory from constrained to expansionary. While not "exceptional”
growth given mature market and competition, Wells Fargo offers
superior growth profile versus most large-cap banks for 2026-2028.

Quality Conclusion

Overall Assessment: High-Quality Bank with Improving
Trajectory

Wells Fargo combines strong balance sheet fundamentals, above-
average franchise quality, good management execution, and above-
average growth prospects. The asset cap removal in January 2026
represents an inflection point, upgrading the bank from "constrained
turnaround story" to "growth-oriented value creator.”

Key Quality Attributes:

e Fortress balance sheet with excess capital and liquidity

e Diversified deposit base and revenue streams

e Management team delivering on commitments

e Multiple growth drivers activated post-regulatory constraints

e Attractive valuation (1.78x P/TBV) versus improving
fundamentals

Remaining Concerns:

e Execution risk on balance sheet deployment and revenue
growth
e Competitive headwinds from digital leaders and fintechs



e NIM compression in rate-cutting environment
e Reputational recovery ongoing

Investment Quality Verdict: Wells Fargo earns "High Quality" rating
based on financial strength, franchise durability, management
credibility, and growth potential. The bank offers compelling risk-
reward for investors seeking large-cap banking exposure with
multiple value creation levers and above-average total shareholder
yield.

14. Investment and Trading Strategy
Recommendation

Overall Recommendation: Buy

Wells Fargo represents an attractive investment opportunity at
current levels, offering:

e 14-20% upside potential to $108-113 price targets over 12-24
months

e 7-9% total shareholder yield from dividends plus buybacks

e Multiple catalysts including balance sheet growth, fee income
expansion, efficiency gains

e Limited downside with support near $85 (book value floor,
regulatory progress)

Risk-Reward Profile: Favorable 2:1 to 3:1 upside-to-downside ratio

Investment Thesis Summary

Wells Fargo stands at a transformational inflection point following
the January 2026 asset cap removal, unlocking balance sheet growth
for the first time in seven years. The bank combines improving credit
quality (16% NCO decline YoY), expanding profitability (targeting 17-
18% ROTCE from current 14.5%), substantial capital return capacity
($40B buyback authorization), and an attractive valuation (1.78x
P/TBV vs. 2.0-2.2x justified). With diversified revenue streams, a $1.38
trillion deposit franchise, proven management execution, and
multiple growth drivers, WFC offers compelling value for investors



seeking quality large-cap banking exposure with above-market total
returns.

Comprehensive Strategy

Entry Strategy
Primary Entry Zone: $90-96

Current price of $94.72 sits within ideal accumulation range.
Investors should consider:

 Immediate Partial Position (40-50%): Establish core position at
current levels given favorable risk-reward and near-term
catalysts (Q1 2026 earnings, balance sheet growth evidence)

» Scale-In on Weakness (30-40%): Target $90-92 zone if market
volatility or sector rotation creates opportunity. This level
represents:

— 1.70x P/TBV (attractive vs. 2.0x+ justified)
— ~13-14x forward P/E (peer discount)
— Technical support from 50-day moving average

» Final Tranche on Material Pullback (10-20%): Reserve capital
for $85-88 entry if macro weakness or bank sector selloff
develops. This zone offers:

— 1.60-1.65x P/TBV (compelling value)
— Near book value support
— 20-30% upside to target

Accumulation Strategy: Dollar-cost average over 2-3 months to
optimize entry while building conviction through quarterly earnings
and management commentary.

Position Sizing
Recommended Portfolio Weight: 3-5% for diversified portfolios

» Conservative Investors (Risk-Averse): 2-3% position
— Focus on dividend income and capital preservation
— Emphasize Wells Fargo's balance sheet strength and
improving credit quality
— Accept slower growth for reduced volatility
* Moderate Investors (Balanced): 3-4% position



— Balance income (1.9% dividend yield) with capital
appreciation (14-20% upside)

— Participate in growth thesis while maintaining
diversification

— Typical weighting for large-cap financial services allocation

» Aggressive Investors (Growth-Focused): 4-6% position

— Overweight conviction in asset cap removal catalyst and
execution

— Leverage high total shareholder yield (7-9% including
buybacks)

— Accept higher concentration risk for outsized returns

Maximum Position: 6-7% for highest conviction investors, with
recognition that single-stock concentration above 5% increases
portfolio volatility.

Sector Context: Wells Fargo position should fit within 15-20% overall
Financials sector allocation for diversified portfolios.

Price Targets

Target Price | Timeframe Catalyst/Rationale

104- Analyst consensus, Q1-Q2
Near-term $1 08 6-12 months Yz 026 earninng Q
Medium- $113- 12-24 17% ROTCE progress, loan
term 118 months growth evidence
Stretch $125- 24-36 18% ROTCE achieved, 2.2x
(Bull) 130 months P/TBV rerating

Table 19: Price Target Framework
Near-Term Target ($104-108):

e Assumes 2.0x P/TBV multiple on $52-54 tangible book value (Q2
2026E)

e Reflects 5-7% loan growth initiation, stable NIM, fee income
acceleration

e Supported by analyst consensus of $101 average, $113 bull case

e Probability: 65-70%

Medium-Term Target ($113-118):



e Basedon 2.15-2.20x P/TBV on $53-54 tangible book value (mid-
2027E)

e Requires 16-17% ROTCE demonstration, consistent execution,
improved credit

e Aligns with historical pre-scandal valuation range

e Probability: 45-55%

Stretch Target ($125-130):

e Reflects 2.30-2.40x P/TBV on $54-55 TBV (2028E)

e Needs 18% ROTCE sustained, market leadership perception,
macro tailwinds

e Approaches JPMorgan-level valuation (justified if execution
flawless)

e Probability: 25-30%

Exit Strategy
Profit-Taking Levels:

1. 25% Position Exit at $108-110:
* Lockin 14-16% gains and reduce concentration risk
* Occurs when price reaches analyst consensus range
* Maintains 75% exposure to further upside
2.25% Position Exit at $118-120:
» Capture 25-27% returns as stock approaches medium-term
target
* Reduces exposure as valuation reaches 2.2x P/TBV (full
value)
» Retains 50% for potential stretch scenario
3.25% Position Exit at $125-128:
» Realize 32-35% gains in bull case scenario
» Valuation likely extended (2.3-2.4x P/TBV)
* Preserve 25% core holding for long-term compounding
4.Final 25% - Trailing Stop or Hold:
* Implement 10-12% trailing stop from peak to protect gains
» Alternative: Hold indefinitely as "forever" position if Wells
Fargo achieves sustainable 17-18% ROTCE and premium
valuation
* Decision based on management execution, competitive
position, valuation



Stop-Loss Levels:

» Hard Stop-Loss: $80-82 (-15% from entry) - execute if:
— Credit quality deteriorates materially (office CRE blowup,
consumer losses spike)
— Regulatory setback (new consent order, asset cap
reimposed)
— Management departure (CEO Scharf exit without
succession)
— Macro crisis (recession, financial system stress)
» Fundamental Stop-Loss: Exit regardless of price if:
— Q4 2026 ROTCE falls below 13% (execution failure signal)
— NIM compresses below 2.40% with no stabilization
(structural impairment)
— Loan growth fails to materialize 3-4 quarters post-asset cap
(strategic concern)
— Major regulatory enforcement action announced

Time-Based Review Triggers:

e Quarterly Review: Reassess thesis after each earnings release

e Annual Review: Comprehensive evaluation of progress toward
17-18% ROTCE target

e 18-Month Checkpoint: If price remains below $100 after 18
months despite thesis intact, evaluate opportunity cost versus
alternative investments

Risk Management
Hard Stop-Loss (Price-Based): $80-82 per share

Maximum tolerable loss: 15% from $94 entry price. This stop level
represents:

e Approximately 1.50x P/TBV (book value support)
e Break below major technical support
e Signal of fundamental thesis impairment

Position Size Limits:

e Single position maximum: 6-7% of portfolio (high conviction
ceiling)



e Financials sector maximum: 20% of portfolio (prevent sector
concentration)

e Wells Fargo plus other banks maximum: 12-15% (diversify
within Financials)

Hedging Considerations:

For investors seeking downside protection while maintaining upside
exposure:

* Protective Puts: Purchase 6-12 month put options at $85-90
strike (10-15% out-of-the-money)
— Cost: 2-4% of position value (reasonable insurance
premium)
— Protection: Caps maximum loss at 10-15% plus premium
cost
— Appropriate for: Conservative investors in volatile markets
» Collar Strategy: Buy protective puts ($85 strike) + sell covered
calls ($110 strike)
— Net cost: Minimal or slightly positive (income from calls
offsets put premium)
— Protection: Downside limited to $85, upside capped at $110
— Appropriate for: Income-focused investors accepting limited
upside
» Sector Hedges: Short XLF (Financial Select Sector ETF) or buy
XLF puts
— Ratio: 30-50% hedge ratio (e.g., short $30-50 XLF per $100
WEClong)
— Protection: Reduces systematic financial sector risk while
maintaining WFC alpha
— Appropriate for: Investors bearish on banking sector but
bullish on WEC specifically

Correlation Risks:
Wells Fargo exhibits high correlation with:

¢ Financial sector (XLF): 0.85-0.90 correlation - WFC moves with
bank peers
e S&P 500 (SPY): 0.70-0.75 correlation - sensitive to broad market



e 10-Year Treasury yields: +0.60 correlation - higher rates benefit
NIM

e Regional bank stress: Elevated correlation during banking
crises (SVB, First Republic)

Mitigation: Maintain diversified portfolio across sectors,
geographies, and asset classes to reduce single-stock and sector
concentration risk.

Time Horizon

Short-Term Trade (0-6 months): Not Recommended

Wells Fargo's investment thesis requires 12-24 months to materialize
as balance sheet growth, fee income expansion, and ROTCE
improvement become evident. Short-term trading faces:

Quarterly earnings volatility

Macro and interest rate sensitivity
Banking sector sentiment swings
Limited catalyst visibility in near term

Medium-Term Investment (6-18 months): Primary
Recommendation

Optimal holding period for Wells Fargo investment:

e Allows 2-3 quarterly earnings reports to demonstrate execution

e Captures initial balance sheet growth post-asset cap removal

e Benefits from fee income acceleration (wealth management,
investment banking)

e Realizes multiple re-rating as 17-18% ROTCE target approaches

e Target price: $104-118 (10-25% return plus 1.9% dividend = 12-
27% total return)

Long-Term Holding (18+ months): Suitable for Patient Investors
Wells Fargo can serve as core portfolio holding if:

e Management delivers sustained 17-18% ROTCE
e Competitive position strengthens (digital banking, investment
banking, wealth)



Regulatory normalization continues
Capital return remains robust (7-9% total shareholder yield)

Long-term return profile: 10-12% annually (7-9% TSY + 3-5%
multiple expansion/book value growth)

Appropriate Investor Profile:

Value Investors: Attracted to 1.78x P/TBV discount to intrinsic
value (2.0-2.3x)

Income Investors: Appreciate 1.9% dividend yield + 5.8%
buyback yield = 7.7% TSY

Turnaround/Special Situations: Capitalize on asset cap
removal catalyst and regulatory remediation

Core Equity Investors: Utilize as defensive Financials sector
holding with growth optionality

Contrarian Investors: Benefit from reputational recovery and
market skepticism providing entry discount

Not Appropriate For:

Short-term traders seeking momentum plays
Growth-at-any-price investors prioritizing revenue growth over
profitability

ESG-focused investors concerned about legacy scandal issues
Investors unwilling to accept NIM volatility and interest rate
sensitivity

Key Catalysts to Monitor

Quarterly Earnings (Highest Priority):

Q1 2026 Earnings (Mid-April): First post-asset cap results
showing loan growth initiation
— Watch: Loan balance growth, NII trajectory, expense
management, credit quality
— Positive surprise: Loan growth >5% annualized, NIM stable
or improving, NPLs declining
— Negative surprise: Flat loan balances, NIM compression >5
bps, rising NCOs
Q2-Q4 2026 Earnings: Evidence of sustained execution and
progress toward 17-18% ROTCE



— Key metrics: Quarterly ROTCE trend, fee income growth,
efficiency ratio improvement

— Inflection signals: Consistent 5-7% loan CAGR, NII growth
despite rate cuts, wealth/IB momentum

Regulatory Decisions:

* CCAR Stress Test Results (June 2026): Determines capital
distribution capacity for subsequent year
— Positive: Reduced Stress Capital Buffer, increased buyback
authorization
— Negative: Higher SCB requirement, capital distribution
restrictions
* Basel III Endgame Implementation: Final rules impact capital
requirements (expected 2026-2027)
— Watch for: CET1 requirement changes, phase-in timeline,
industry-wide impact

Interest Rate Decisions:

Federal Reserve monetary policy directly impacts Wells Fargo's NIM
and earnings:

* Rate Cut Pace: Current expectation is 2-3 cuts in 2026 to ~3.0%
terminal rate[60][62]
— Positive scenario: Gradual cuts with deposit pricing
discipline maintaining NIM
— Negative scenario: Rapid cuts with sticky deposit costs
compressing NIM below 2.50%
* Yield Curve Shape: Steepening curve benefits NIM; flattening
pressures spreads

M&A Announcements:

* Wells Fargo as Acquirer: Small wealth management or
technology acquisitions signal growth ambition (positive but low
probability near-term)

» Wells Fargo as Target: Takeover speculation creates premium
valuation (very low probability but +30-40% upside if occurs)

* Peer M&A Activity: Sector consolidation impacts competitive
dynamics and valuation multiples



Management Commentary:

» Investor Day or Strategic Updates: Detailed 3-5 year financial
targets, business segment strategies

* Conference Presentations: CEO Scharf and CFO Santomassimo
appearances at banking conferences provide qualitative color

* Regulatory Milestone Updates: Progress on remaining
compliance initiatives, potential consent order additions
(negative)

Dividend and Capital Return Announcements:

* Dividend Increases: Quarterly dividend raised beyond current
$0.45/share signals confidence
— Target: 10-15% annual dividend growth (sustainable at 27%
payout ratio)
* Buyback Pace: Quarterly repurchase volume under $40B
authorization
— Positive: Accelerated buybacks ($5-6B/quarter)
demonstrating capital excess
— Negative: Slowed buybacks (<$4B/quarter) suggesting
capital constraints or uncertainty

Credit Quality Metrics:

 Office CRE Stabilization Confirmation: Continued decline in
office NPLs below $2.0 billion and reserve coverage reduction

* Consumer Credit Trends: NCO rates remaining below 90 bps
with no deterioration signals

* Provision for Credit Losses: Quarterly PCL below $1.5 billion
indicates benign credit environment

Warning Signals (Thesis Invalidation):

* Loan growth consistently below 3% annualized for 3+ quarters
NIM compression below 2.40% with no stabilization

ROTCE stagnating at 13-14% range through 2026

New regulatory enforcement action or consent order

Material credit losses exceeding reserves (office CRE >7.5% loss
content)



Management departure (CEO Scharf exit) without strong
succession

Alternative Scenarios

Bull Case (+30-40% upside to $125-135):

Loan Growth Exceeds Expectations: 8-10% CAGR from pent-up
demand and market share capture

NIM Stabilizes/Expands: Successful deposit pricing discipline
maintains 2.60-2.65% NIM despite rate cuts

Fee Income Acceleration: Wealth management and investment
banking generate 8-10% annual growth

ROTCE Reaches 18%+: Combination of revenue growth and
efficiency gains drive superior returns

Multiple Expansion: Market awards 2.3-2.5x P/TBV similar to
JPMorgan as execution proven

M&A Premium: Acquisition interest emerges offering 35-40%
takeout premium

Probability: 20-25%

Base Case (+10-20% upside to $104-113):

Moderate Loan Growth: 5-6% CAGR as balance sheet deploys
gradually

NIM Compression Managed: 2.50-2.55% NIM in 2026-2027
through deposit discipline

Fee Income Growth: 4-6% annually from wealth management
and selective IB gains

ROTCE Progression: 15-16% in 2026, approaching 17% by 2027
Valuation Rerating: 2.0-2.15x P/TBV as execution derisks thesis
Capital Return: $18-20B annual buybacks plus dividend growth
sustaining 7-8% TSY

Probability: 50-55%

Bear Case (-15-20% downside to $75-85):

Loan Growth Disappoints: <3% CAGR due to competitive pricing
or credit discipline



» NIM Collapses: Compression to 2.30-2.40% from aggressive rate
cuts and deposit competition

* Credit Deterioration: Office CRE losses exceed reserves;
consumer credit normalizes upward to 100+ bps NCO

* Recession Impact: Economic downturn pressures loan demand,
increases PCL, reduces fee income

* Regulatory Setback: New enforcement action or compliance
failure undermining credibility

» Valuation Compression: Multiple contracts to 1.4-1.6x P/TBV on
execution concerns

Probability: 20-25%

15. Key Risks to Thesis

Top 5 Risks (In Priority Order)

1. NIM Compression Exceeds Expectations

Risk: Federal Reserve rate cuts combined with competitive deposit
pricing pressure NIM below 2.50%, severely limiting revenue growth
despite balance sheet expansion.

Monitoring Metrics:

e Quarterly NIM trajectory (alert if <2.55% in Q2 2026)

* Deposit cost beta (alert if >40% of rate cuts passed through to
depositors)

e Loanyield trends (watch for faster repricing than expected)

Thesis Impact: High - Revenue growth is core to investment case.
NIM below 2.40% materially impairs earnings power.

Mitigation: Diversified revenue from fee income, expense flexibility,
capital deployment optionality

2. Balance Sheet Growth Execution Failure

Risk: Wells Fargo fails to deploy excess liquidity into profitable loan
growth post-asset cap due to competitive dynamics, credit discipline,
or strategic missteps.



Monitoring Metrics:

e Quarterly loan balance growth (alert if <3% annualized for 3
consecutive quarters)

e Loan-to-deposit ratio expansion (target 70-73% by end 2026)

e Market share trends in C&I, CRE, consumer lending

Thesis Impact: High - Asset cap removal catalyst depends on
successful balance sheet deployment.

Mitigation: Management track record, multiple growth levers
(consumer, commercial, CIB), patient capital allocation

3. Office CRE Credit Losses Accelerate

Risk: Office property valuations deteriorate further, causing losses
beyond 7.5% reserve coverage and requiring material reserve builds.

Monitoring Metrics:

e Office nonaccrual loan balance (alert if exceeds $2.8B after
declining trend)

e Office NCO rate (alert if exceeds 2.0% quarterly)

e New office NPL inflows (watch for acceleration)

e Office appraisal values and cap rate trends

Thesis Impact: Moderate-High - Could necessitate $500M-1B+
reserve builds, pressuring earnings.

Mitigation: Proactive exposure reduction (33% decline over 2 years),
improving valuations, diversified CRE portfolio

4. Regulatory Setbhack or New Enforcement Action

Risk: Compliance failure or newly discovered issue triggers
additional consent order, fines, or operational restrictions,
undermining regulatory progress narrative.

Monitoring Metrics:

e Regulatory examination findings (CAMELS ratings, MRA trends)
e Management commentary on regulatory dialogue



e News flow regarding investigations or inquiries
e Peer regulatory actions (sector-wide vs. Wells-specific)

Thesis Impact: High - Destroys management credibility and asset cap
removal benefit.

Mitigation: $2B annual investment in compliance, management
commitment, third-party validations completed

5. Competitive Market Share Losses

Risk: JPMorgan, Bank of America, and fintech competitors capture
disproportionate growth in consumer, commercial, and wealth
segments, preventing Wells Fargo from regaining market position.

Monitoring Metrics:

e Deposit market share trends (alert if continues declining)

e Digital banking adoption rates vs. peers

e Wealth management net new asset flows (alert if <4% AUM
growth annually)

e Investment banking league table rankings (alert if falls below
10th)

Thesis Impact: Moderate - Limits revenue growth and franchise
value, but doesn't impair current earnings.

Mitigation: Strong existing customer base, competitive products,
platform investments, talent acquisition

Monitoring Dashboard - Quarterly Review Checklist



. Healthy Warning Thesis
Metric .
Range Level Impairment
ROTCE >14.5% 13-14% <13%
NIM 2.55-2.70% 2.45-2.55% <2.45%
Loan Growth
_Q0, _50 0
(YoY) 5-8% 3-5% <3%
NCO Rate
<0.50% 0.50-0.75% >0.75%
(Total)
Office NPL
¢ <$2.5B $2.5-3.0B >$3.0B
Balance
Effici
clency 62-65% 65-67% >67%
Ratio
CET1 Ratio 10-11% 9.5-10% <9.5%
Fee Income
>5% YoY 2-5% <2%
Growth
Action Protocol:

e Healthy Range: Hold position, consider adding on weakness

e Warning Level: Monitor closely, reduce position size if multiple
metrics enter warning

e Thesis Impairment: Reassess investment case, consider exit if
2+ metrics in impairment zone

Conclusion

Wells Fargo & Company presents a compelling investment
opportunity at current valuations, combining improving
fundamentals, multiple growth catalysts, and attractive risk-reward
characteristics. The January 2026 asset cap removal marks a
transformational inflection point, enabling organic balance sheet
expansion, market share recapture, and profitability improvement
after seven years of regulatory constraint.

Key Investment Highlights:



e Strong balance sheet with 10.6% CET1 ratio and $1.38 trillion
deposit franchise

e Improving credit quality with 16% decline in net charge-offs and
office CRE stabilization

e Proven management execution delivering on regulatory
remediation and profitability targets

e Substantial capital return capacity generating 7-9% total
shareholder yield

e Attractive valuation at 1.78x P/TBV with 15-25% upside to
intrinsic value

Primary Recommendation: Buy with $108 12-month price target
(+14% upside) and 3-5% portfolio weighting for balanced investors.
The investment offers favorable 2:1 to 3:1 risk-reward with limited
downside near $85 book value support and significant upside
potential if management executes on 17-18% ROTCE target.

Wells Fargo is suitable for value investors seeking quality large-cap
banking exposure, income investors attracted to 7-9% total
shareholder yield, and turnaround/special situations investors
capitalizing on regulatory resolution and growth reacceleration.
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