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HIGHLIGHTS (FY12) 

 

� In 2012, LVMH has reported a double-digit sales growth (+19% versus 

2011) to reach revenue of €28.1 billion (9% organic growth), particularly 

strengthen by the performance of Louis Vuitton.  

 

� Traditional markets, such as Europe and United States, have recorded 

solid results while Asian markets have pursued their rapid growth. By 

comparison with the industry, revenues by geographic regions for 2012 

show that LVMH activities seem to be less efficient in Europe but 

compensated by its higher performance in the new markets (Asia Pacific). 

 

� Compared to 2011, the growth of the operating margin (+12%) can be 

attributed to all of its product divisions, particularly driven by the 

Watches & Jewelry (+26%) and Wines & Spirits (+17%). However, the 

growth of Fashion & Leather Goods operating margin has showed a slow-

down (+6%), related to an intensive marketing strategy.  

 

� Although net margin have been affected by a higher effective tax rate 

(occasional fiscal change in France), LVMH has ended up with a net profit 

of €3.4 billion, 12% above 2011. 

 

� The results of LVMH reflect management’s decisions to enhance the 

brand reputation and to improve and develop the retail networks 

atmosphere. Thus, pressure on margins should be reinforced in 2013. 

 

� The LVMH (MC:PA) stock price is on an ascendant trend with some volatility, identified on the following graph: 
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Worldwide Luxury market trend 

 
 

 

2012 Luxury market - sales 

 
 

 

2012 Luxury market by geography 

 

 
   

 

LVMH – Key Competitors 

 
 

INDUSTRY OVERVIEW 
The Personal Luxury goods industry is divided in different sub-categories 

regrouping Fashion & Leather Goods (accessories), Perfume & Cosmetics, 

Watches & Jewelry and selective retailing. 

In 2012, the Luxury goods industry has continued its sustainable double-digit 

growth reaching a record of €212 billion of sales, with the leading category of 

Accessories that has benefited from a 14% growth in 2012. Sustained by a 

growing demand from emerging markets, the industry is predicted to maintain 

its strong growth and thus to remain attractive from an investment point of 

view. 

Industry main trends 
The Fashion & Leather goods market are leading the industry with a 

respective growth of +16% and +13% in 2012. Targeting men is becoming a key 

driver, so that brands are developing dedicated concepts to attract these new 

customers. 

Watches & Jewelry market growth (+12% in 2012) is driven by emerging 

markets and by the performance of retail channel in mature markets. The 

Watches market is slowing down after its exceptional growth in 2011 (+24% 

versus +14% in 2012). The main plans for the “Haute Horlogerie” are to target 

women and to increase customer experience. 

Perfume & Cosmetics market volume of sales remains relatively constant. 

Cosmetics market is continuing its growth (+5%) in 2012. Most dynamic 

products are those related to lips and nails care. 

The Wines and Spirits market is growing fast (+12% in 2012) with Champagne 

that has outperformed the market with 30% of the shares of luxury wine sales. 

BRIC countries are boosting the demand and offsetting the slowdown in 

mature markets. Moreover, China is expected to become the 1
st

 importer of 

luxury wines over the next five years. 

Besides, the impact of new technology on sales becomes a new driver, leading 

to the development of online selling platform in order to increase the 

geographical expansion of groups. The online sales have grown at a rate of 

25% per year and represent as much as the whole sales of luxury in Japan. 

Tourism remains a growth driver for mature markets due to new potential 

travelers that are willing to discover and consume as occidentals. Tourism 

counted for almost 40% of spending in the luxury sector. In Europe, the 

increase of tourists’ inflow has supported the luxury growth. Tourist consumer 

has overtaken local clients, particularly in France & in United Kingdom. Finally, 

the weak euro exchange rate in 2012 has benefited to the group, as for 6% of 

the sales growth, and has particularly enabled Europe and European products 

to be more attractive for Chinese.  

COMPETITION 
The Luxury industry is very fragmented with many players involved. The 10 leading companies of the Luxury Good 

industry identified as competitors of LVMH represent 31% of the global sales with total revenues of more than €65 

billion. As the leading company, LVMH is well established and possessed 13.3% of the total market share (based on the 

total estimated sales of €212 billion), followed by PPR-Kering (4.6%), Richemont (4.2%) and Swatch Group (3.0%). 

Despite a high fragmentation, LVMH is the strongest actor of the industry and therefore has a sustainable advantage 

over its competitors. The two first followers are also the main direct competitors of LVMH as they also represent multi-

brands portfolios.  

A Porter analysis has been realized and is in exhibit 1. 
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 LVMH - Net sales evolution 

 

 

LVMH - Sales mix 

 

 

LVMH - Geographical repartition 

 

 

 

LVMH - MOËT HENNESSY LOUIS VUITTON SA 

Overview 
The mission of the LVMH Group is to represent the most refined qualities of 

Western "Art de Vivre" around the world. LVMH positions itself as the world 

largest luxury goods company with a very strong diversification and expansion 

strategy.  

As the leading company in the Personal Luxury Good Industry, LVMH owns a 

unique portfolio of more than 60 luxury brands, covering the five main 

categories of the industry. The company disposes of strategic alliances and 

partnerships with famous and quality brands. Presenting a good geographic 

balance of revenue, LVMH has a large network of 3’204 shops around the 

world, developed through a strong past geographical expansion.  

Financial and Investment policies 
The Group aims to improve its financial structure and its flexibility, as 

reflected by its debt-to-equity ratio evolution (28% in 2012, -16 points versus 

2009). In fact since 2009, they have strengthened the growth of the equity 

level in maintaining a lower debt growth. Moreover, LVMH keeps a significant 

level of cash and cash equivalents, centrally managed by the Group, to ensure 

its diversified short term and long-term investment policy.  

Qualitative future outlook 
Despite an uncertain European economic environment, LVMH seems well-

resourced to continue its growth across all business groups in 2013. The 

Group will focus on product and service quality and value perception for 

customers. Such a strategy should allow the Group to be less affected by 

economic cycles thanks to a higher customer loyalty. Consequently, the 

company is developing its brands through its savoir-faire, as well as through 

strong innovation that will allow it to increase its price to compensate the 

diminution of retail opening. For some business divisions such as Wines, LVMH 

will continue its expansion in fast growing markets. 

Driven by its geographic diversity and its recognition, LVMH’s management 

enters 2013 with confidence and has, once again, set an objective of 

increasing its global leadership position in luxury goods. 

Moreover, when looking at the historical dividend distribution, it is worth 

noting that the dividend yield is historically low. This can be perceived by 

investors as a growing company: most of the cash is invested in the company 

in order to support growth instead of being distributed to shareholders.  

Financial diagnostic 
After a slow-down of revenues in 2008 and 2009 due to the financial crisis, LVMH has realized very good performances, 

with a double-digit growth of sales until 2012, particularly supported by the Asian demand. However, retail 

development and large marketing investments have contracted the margins, which should be reinforced in the next 

years, according to the strategy of LVMH and its future outlook. 

LVMH has a reasonable liquidity position but should take care of this issue to be in line with its investment policy, 

mentioned above, to avoid a lack of liquidity which would result in outside financing or in a dependence on operating 

income. Moreover, LVMH has a good financial autonomy, as it tends to reduce its dependence on credit holders in 

favouring equity financing. 

Finally, LVMH seems to be financial healthy, but the Group could be challenged in a short term horizon especially by 

pressures on margins. The detailed ratio analysis is in exhibit 3.  
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QUANTITATIVE OUTLOOK AND EARNINGS FORECASTS  

According to LVMH’s future plans and the main tendency identified in the market overview, we have developed our 

assumptions of sales growth by product categories.  

Wines & Spirits 

LVMH strategy of value-creation on the wine and spirituous category will allow the company to increase its price as they 

will move products further upmarket. Moreover, to compensate the uncertainty in the mature market, LVMH will 

accelerate its expansion in emerging markets in order to satisfy a growing demand. Additionally, LVMH will increase its 

communication around its products with the development of online media. 

� We have decided to maintain the last 10 years average growth of the category: +6.67% for 2013. As the two 

main current markets, US and Europe, tend to be saturated, we have readjusted this growth rate by a digressive 

rate of 5% per year from 2014. 

Fashion & Leather goods 

LVMH is expecting a continuous growth in its “Haute Maroquinerie” products. The group is developing the retail 

network in order to offer customer a unique experience in each exceptional store. Brands will continue to emphasize 

development and increase their effort on the key competences of the group: pursuit of excellence, savoir-faire and 

creativity in order to meet the customers’ needs. 

� According to this plan of development that is not based on expansion, but on quality and experience, we expect 

the category to grow at a rate of 9.15% (based on the last 10 years average) in 2013, and then applying an 

annual digressive rate of 15% in order to be consistent with the declining expansion of this category of products. 

Perfume & Cosmetics 

LVMH is maintaining its ambitious strategy in terms of innovation and advertising investment showing strong potential 

growth by increasing visibility of the brands and products. The group will also pursue its expansion in all regions and will 

gain new markets such as India and Indonesia that are expected to be significant growth drivers for this activity. 

� Based on a growth potential of this product category, we have used the last 10 years average growth of 4.93% 

on which we have applied an annual digressive rate of 5%. 

Watches & Jewelry 

The last year has been very favorable for the Watches market giving confident perspective for the future despite 

economic uncertainty. Strengthen by the acquisition of Bulgari in 2011, LVMH is developing high communication 

investment to increase its image and visibility in the “Haute Horlogerie and Joallerie”. Moreover, it is expected to 

develop its retail network in china. 

� Thus, we expect a large sales growth, sustained by a favorable trend of the industry. However, in order to take 

into account the effect of the acquisition of Bulgari in our assumptions, we have adjusted the two last years 

growth rate considering organic growth rate rather than total growth. Then, we have computed the last 10 

years average growth rate as our expected growth rate (10.05%). 

Selective retails 

LVMH is opening new concessions of stores in airports and renovate its Galleria in order to improve its service program. 

Sephora is the only brand that will increase and accelerate its international expansion in new market and particularly in 

Latin America and South Asia. Sephora will also develop a loyalty program in order to attract more customers, especially 

the middle customers class that is the most volatile. 

� We expect a quick growth for Sephora contrasted by a lower increase in the other brands. In order to smooth 

the predicted growth rate, we have used the last 10 years growth of +9.45% for our expected future growth on 

which we have applied a 10% digressive rate. 

 

 

2012 2013E 2014E 2015E 2016E 2017E

Wines and Spirits    4'137           4'413        4'692        4'975        5'259        5'544        6.03%

Fashion and Leather Goods 9'926           10'835      11'677      12'450      13'150      13'778      6.78%

Perfumes and Cosmetics 3'613           3'791        3'968        4'145        4'320        4'493        4.46%

Watches and Jewellery 2'836           3'121        3'419        3'730        4'051        4'383        9.10%

Selective Retailing 7'879           8'624        9'357        10'073      10'767      11'435      7.73%

Total 28'391        30'783     33'114     35'372     37'546     39'633     6.90%

CAGR 

2012/201
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Earnings forecasts 
Using these sales predictions, EBIT by divisions have been computed using the historical average of Operating Margin of 

each division.  

 

The net earnings have then been computed using the historical average effective tax rate of 30.35%, that is coherent 

with the increasing pressure exercised on French corporations.  

A full description of our assumptions and methodology is in Exhibit 4. 

VALUATION AND PRICE TARGET 
Our valuation is based on DCF analysis over the next five years free cash flow of the company. By using a WACC of 

6.42%, and a perpetual growth rate of 1.76%, we have setup a price objective of €143.89 per share. The implied 2013E 

PER of 16.37x is consistent with the historical average PER of the company. 

Methodology 

The FCF have been estimated using the net earnings previously computed, by adding the depreciation expense (0.65% 

of sales), subtracting the capex & the increase in net working capital (respectively 5.61% & 1.76% of sales). 

The WACC has been estimated using a Beta of 1.02 (computed as a regression of the excess returns of LVMH on those of 

the CAC40), a 10-years French treasury bond as the risk free rate (2.02%), a return on the market of 6.62% (last 20 years 

CAC 40 yearly return average) and a cost of debt of 2.95%. The cost of debt was estimated using the yield to maturity of 

the long term corporate bond issued by LVMH. 

To determinate the terminal value, a perpetual growth rate of 1.76% has been computed as the weighted average of 

the inflation in the key markets of LVMH and their weights in the sales-mix. Then, the terminal value was computed 

using the 2017 net earnings as the perpetual future earnings: €90.45 billion. 

Summing the present value of the terminal value and the discounted FCF, we have valued LVMH at €77.57 billion. 

Then, with a net debt of €4.46 billion and 508 million outstanding shares, we have valued LVMH stock at a price of 

€143.89 per share. (Detailed methodology in Exhibit 5) 

Valuation ratios 

 

The earnings per share of LVMH are expected to increase in 2013, illustrating the strength of the company. Despite a 

decrease in 2012, the PER of LVMH remains higher than its competitors’ (13.42 and 17.06 for PPR-Kering and Richemont 

respectively), meaning that LVMH’s stock is more attractive than its competitor as it is more valued. In 2013, the PER is 

expected to decrease and might become lower than its competitors. 

Looking at the valuation multiple, LVMH seems less efficient to generate value than its competitors (PPR-Kering: 15.77 & 

Richemont 18.21), which is reflected in their YTD respective market returns.  

CAGR 

2012/201

Average Stdev 2012 2013E 2014E 2015E 2016E 2017E

Wines and Spirits    31.64% 2.61% 1'260        1'396        1'485        1'574        1'664        1'754        6.84%

Fashion and Leather Goods 32.18% 1.69% 3'264        3'486        3'758        4'006        4'231        4'434        6.32%

Perfumes and Cosmetics 9.59% 1.45% 408           364           381           398           414           431           1.10%

Watches and Jewellery 10.64% 4.62% 334           332           364           397           431           467           6.91%

Selective Retailing 9.67% 1.23% 854           834           905           974           1'041        1'106        5.30%

Total 5'921        6'412        6'892        7'349        7'782        8'191        6.71%

2011 2012 2013E

EPS 6.23                6.74                8.79                

P/E 22.30              19.42              16.37              

EV/EBITDA 11.50              12.14              11.73              

Dividend per share 2.60                2.90                3.20                

Dividend Yield 1.87% 2.09% 2.22%
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INVESTMENT RISKS 
The Luxury Goods industry is subject to different risks exposure that can drastically impact sales, and thus stock price of 

the company. As one of the main actors of the luxury industry and as a global company, LVMH is exposed to different 

sources of risks and uncertainties including changes in the consumer purchasing power, economical changes, and 

provisions of corporate tax law or custom regulations.  

International growth – LVMH activities are sensitive to the expected future growth of its key markets (USA, Euro zone, 

Asia). Impacted by the financial crisis in 2009, most of the markets are recovering and growth is expected over the 

coming years despite the uncertainty that is still present on the markets. (More details in Exhibit 6) 

International tourism inflow – Mature markets are highly sensitive to the tourism inflow from emerging countries in 

order to sustain luxury activities. Therefore, events such as terrorism or epidemics have a negative impact on LVMH 

results, through a decline of tourist flow into Europe due to insecurity feelings from travelers. 

Foreign Exchange risk – Most of LVMH’s manufacturing expenses are dominated by the Euro currency whereas large 

portion of the Group’s sales are dominated by other currencies such as US dollar, Hong Kong dollar, Chinese Yuan 

(which are tied to the US dollar), and the Japanese Yen. Therefore, exchange rate fluctuations can significantly impact 

the Group’s revenue and earnings reported in Euro, and thus decrease its annual performance.  

Risk related to our assumptions and estimates – A change in our estimated parameters can lead to an important 

change in our valuation. 

INVESTMENT SUMMARY 
According to our study, we believe that LVMH beneficiates from its strong recognition as the leading corporation in the 

Luxury Goods Industry. Despite the uncertainty that prevails on the international markets, the Luxury sector seems to 

display some resistance against extreme events compared to other industries which might be a plus in terms of 

diversification.  

Through its expansion strategy over fast-growing markets combined with the increase of service quality and its Brands 

diversity, we expect LVMH to continue growing at a quite constant rate in the next future years.  

Following our analysis, our target Price of LVMH set at €143.89 per share seems appropriate. An absolute return of 

9.97% is expected over the incoming year. 

By comparison with the current price, our investment recommendation is to HOLD position on LVMH stock. 

Comparison with analysts’ consensus 
Our target price of €143.89 is in line with the consensus of analysts as it figures in the minimum-maximum range of 

objective price. 

 

 

 

 

 

Natixis 155.00€    

UBS 145.00€    Average 149.00€    

Nomura 155.00€    Min 142.00€    

Meryl Lynch 145.00€    Max 157.00€    

JP Morgan 142.00€    Median 146.50€    

Morgan Stanley 157.00€    stdev 5                

Deutch Bank 145.00€    

Credit Suisse 148.00€    

Target Price - Consensus


