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Case convention: This is a hypothetical strategy exercise. The company evidence is historical
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The decision
On August 26, 2026, The J. M. Smucker Company reported first-quarter results for fiscal 2027.
The quarter included a mixed picture: company net sales were up 5%, while its Sweet Baked
Snacks segment, which primarily includes Hostess products, reported lower sales and segment
profit. Sweet baked goods volume and mix remained weak.

Smucker had already taken significant steps around the Hostess business. It reported that
integration was complete as of April 30, 2026, closed its Indianapolis manufacturing facility, and
consolidated production into other facilities. It had also divested certain Sweet Baked Snacks
value brands and the Voortman cookie business. Yet its FY2026 and first-quarter FY2027 filings
continued to report segment performance below plan and revised expectations. [S1], Note 3
and MD&A; [S2], MD&A and Note 7.

Assume Smucker’s leadership asks you to recommend how to allocate the next 12 months of
Sweet Baked Snacks resources. You may choose among:

1. Renew growth investment broadly: increase emphasis on marketing, distribution and
merchandising execution, and product innovation.

2. Continue cost and portfolio discipline: protect operational stability and economics,
maintain current support levels, and defer a broad demand-investment push.

3. Use selective, stage-gated pilots: focus resources on specific products, customer jobs, or
channels and expand only when evidence supports incremental demand and sustainable
contribution.

Recommend a priority, explain the strongest argument against it, and state what evidence
would cause you to change course. The choice and any pilot budget are hypothetical; no
approved plan, budget, or internal vote is disclosed. Use information available by August 26,
2026. Do not assume that a growth investment will reverse the trend or that continued cost
discipline will restore margins.
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A portfolio under pressure
Smucker reports five segments, including U.S. Retail Coffee, U.S. Retail Frozen Handheld and
Spreads, U.S. Retail Pet Foods, Sweet Baked Snacks, and Away From Home. Sweet Baked
Snacks primarily includes domestic and international Hostess products across channels.
Management says it uses net sales and segment profit in monthly resource-allocation reviews.
[S1], Note 4.

The segment’s recent history combines business performance with portfolio changes. In fiscal
2026, Sweet Baked Snacks reported net sales of $971.3 million, compared with $1,178.8 million
in fiscal 2025, and segment profit of $97.2 million, compared with $219.8 million. The prior-year
comparison included $134.7 million in sales from businesses divested during or after that
period. Excluding those noncomparable sales, fiscal 2026 segment sales declined $72.8 million,
or 7%. Volume and mix reduced sales by 8 percentage points, principally in snack cakes, private
label, and breakfast; price realization added 1 point. [S2], MD&A, “Sweet Baked Snacks.”

In the first quarter of fiscal 2027, segment sales were $236.5 million, down 7% from $253.2
million a year earlier. Segment profit was $29.9 million, down 13% from $34.2 million; segment
profit margin was 12.6%, compared with 13.5%. Management reported that volume and mix
reduced sales by 8 percentage points, primarily from snack cakes and breakfast, while price
realization added 2 points. It attributed the profit decline to higher costs and unfavorable
volume/mix, partly offset by higher net price realization and lower marketing spend. [S1],
MD&A, “Sweet Baked Snacks.”

Exhibit 1. Sweet Baked Snacks reported results

Dollars in millions; fiscal year ended April 30; first quarter ended July 31.

Measure FY2025 FY2026 Q1 FY2026 Q1 FY2027

Net sales $1,178.8 $971.3 $253.2 $236.5

Segment profit $219.8 $97.2 $34.2 $29.9

Segment profit margin 18.6% 10.0% 13.5% 12.6%

Reported net-sales change - −18% - −7%

Volume/mix contribution to
sales

- −8 points - −8 points

Net price contribution to sales - +1 point - +2 points

Source: [S1], MD&A, segment results; [S2], MD&A, segment results. FY2026 comparison
includes divested businesses; excluding $134.7 million of prior-year noncomparable sales,
FY2026 segment sales declined 7%. Segment profit is Smucker’s measure based on segment
net sales less direct and allocable operating expenses. It is not product-level contribution,
standalone Hostess cash flow, or return on invested capital.
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What has changed-and what has not been shown
Smucker reported $507.5 million of goodwill impairment for the Sweet Baked Snacks reporting
unit and $454.2 million of Hostess trademark impairment in fiscal 2026. The company said the
charges followed continued performance below plan, reduced sales and profit projections, and
lower long-term growth and trademark royalty-rate assumptions. These were noncash
accounting impairments; they do not measure the economics of a new investment proposal.
[S2], Note 7.

The company closed its Indianapolis Hostess manufacturing facility during fiscal 2026 and
consolidated production into other facilities. Cumulative Sweet Baked Snacks restructuring
costs were $84.1 million by July 31, 2026. Smucker considered Hostess integration complete as
of April 30, 2026; it reported total integration costs of $187.4 million. These reported milestones
do not establish that shelf execution, service, capacity utilization, or consumer demand has
stabilized. The company anticipated selling the Indianapolis facility in 2027; as of this case
cutoff, that sale had not been reported complete. [S1], Note 3; [S2], facilities and Note 3.

The first-quarter company-wide results also require care. Smucker recognized approximately
$115 million in tariff refunds in cost of products sold and approximately $4 million in related
interest income. The company said substantially all requested refunds had been received by
July 31. The refund affected consolidated results; it is not Sweet Baked Snacks recurring profit
or evidence of durable segment recovery. [S1], Note 10 and MD&A.

Management has described category challenges, changing consumer sentiment and
discretionary spending, and operating or execution issues as contributing to Sweet Baked
Snacks underperformance. In earlier filings, it also cited distribution, merchandising, and
competitive challenges. These are management’s explanations, not independently estimated
causal effects. The public filings do not separate the contribution of category demand from
distribution execution, product mix, pricing, promotions, plant transition, or reduced marketing.
[S1], MD&A; [S2], MD&A and Note 7.

Three resource-allocation paths

1. Renew growth investment broadly

Increase support across Hostess products through marketing, retail execution, distribution, and
innovation. The argument is that continued weak volume can erode household relevance,
retailer support, and future economics; lower marketing spend may leave demand opportunities
underfunded. A broader push could help the business compete for occasions and regain
execution. Its risks are that category-level demand may be structurally weaker, broad spending
may not generate incremental sales, and added products could compete with existing items.

2. Continue cost and portfolio discipline

Keep focus on the recently reconfigured operating footprint, selected portfolio priorities, and
segment economics. This path limits additional spending while the company evaluates service,
capacity, product mix, and demand after consolidation. Its risks are that weak marketing or
retailer execution may prolong volume declines, and a cost-focused posture may make it harder
to regain distribution or consumer attention.
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3. Use selective, stage-gated pilots

Concentrate investment on specific products, retail partners, or channels where a distinct use
occasion or execution gap can be tested. For each test, define a comparison group and pre-set
measures for incremental household demand, repeat or velocity, in-stock performance, and
contribution after trade and marketing. Expand only if the results clear thresholds chosen
before launch. This option can preserve flexibility but may be slower, harder to execute across
retail partners, and vulnerable to noisy short-run results. A pilot is not automatically superior; its
value depends on whether the company can measure incrementality and act on the results.

Academic research offers one useful lens, not a company forecast. A study of coffee, laundry
detergent, and toothpaste brands found that product-feature similarity was associated with
line-extension cannibalization, and that feature similarity was a stronger driver than
brand-name similarity in all three categories. Results for brand-name similarity and its
interaction with features varied by category. The study used historical store-level data from one
Chicago-area retailer and did not examine Hostess, post-acquisition integration, or net company
profit. [A1].

Questions for discussion
1. Which evidence suggests that Sweet Baked Snacks needs more demand investment? Which

evidence supports continued cost or portfolio discipline?

2. How much of the reported FY2026 sales decline reflects divested businesses? What remains
uncertain after making the comparison more like-for-like?

3. What can the first-quarter volume/mix and pricing data tell you? What can they not establish
about price elasticity or customer behavior?

4. Which option would you prioritize for the next 12 months? Identify its main risk and one
plausible alternative explanation for the observed results.

5. If you recommend pilots, which product/channel combinations would you test, what would
the comparison group be, and what measures would trigger expansion, revision, or stopping?

6. Which additional data would be essential before making a larger commitment?

Sources and conventions
S1. The J. M. Smucker Company, Form 10-Q for quarter ended July 31, 2026, filed August 26,
2026. See Note 3 (integration and restructuring), Note 4 (segments), MD&A segment table and
Sweet Baked Snacks discussion, tariff refunds, and forward-looking risks.

S2. The J. M. Smucker Company, Form 10-K for fiscal year ended April 30, 2026, filed June 9,
2026. See MD&A, “Sweet Baked Snacks”; facilities; Note 3 (special project costs); Note 7
(goodwill and intangible-asset impairments).

S3. The J. M. Smucker Company, Fiscal 2027 first-quarter results release, August 26, 2026.
Management remarks, segment discussion, outlook, and risk statements. Use S1 as the filing
source for reported financial detail.

A1. Burcu Sezen, Koen Pauwels, and Berk Ataman, “How do line extensions impact brand sales?
The role of feature similarity and brand architecture,” Journal of Marketing Analytics 12 (2024):
537-550, https://doi.org/10.1057/s41270-023-00265-z. Full-text empirical article; source
register contains methods, locators, and transfer limits.

https://www.sec.gov/Archives/edgar/data/91419/000009141926000080/sjm-20260731.htm
https://www.sec.gov/Archives/edgar/data/91419/000009141926000050/sjm-20260430.htm
https://investors.jmsmucker.com/news/news-details/2026/The-J-M--Smucker-Co--Announces-Fiscal-Year-2027-First-Quarter-Results-and-Updates-Full-Year-Fiscal-2027-Outlook/default.aspx
https://doi.org/10.1057/s41270-023-00265-z
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A2. Srinivas K. Reddy, Susan L. Holak, and Subodh Bhat, “To Extend or Not to Extend: Success
Determinants of Line Extensions,” Journal of Marketing Research 31, no. 2 (1994): 243-262,
https://doi.org/10.1177/002224379403100208. Publisher abstract only; provisional and not
used to infer a Smucker effect.

All data and company explanations are attributed to Smucker’s filings or release. Segment
profit is a company-defined measure. Academic findings are evidence about other settings and
are not forecasts or company-specific parameters. No information after August 26, 2026 is
included.
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