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THESIS   
We are initiating a sell rating and a price target of €235.00 for Q2’20 following LVMH’s S2’19 earnings result. We are confident that LVMH will 

not maintain the 11% annual revenue growth rate achieved in the past five fiscal years, due to disruptions in most business groups related to 

the novel coronavirus (Covid-19) outbreak. Our sell recommendation is due mainly to weaknesses in Tiffany, LVMH’s latest and most expensive 

acquisition, which had to close most of its stores because of the pandemic after releasing already disappointing FY’19 results. Similarly, the 

Fashion & Leather Goods segment will be hit by both lockdowns in Europe and social distancing in the U.S., with the two regions hosting sizeable 

shares of Louis Vuitton’s, Fendi’s, and Celine’s stores and manufacturing centers. Perfumes & Cosmetics showed declines in operating profit 

for the latest half and we believe that Christian Dior, Guerlain, and Givenchy producing hand sanitizer for free will not help this business group 

recover. Finally, operating profit was also down for Selective Retailing, for which we see headwinds in the closure of most of Sephora’s stores 

and rising competition.  

  
• S2’19 strong but consensus expected more in some areas. S2 revenue growth 

came in at 14% y/y (vs 15% in S1) or €28.59B vs. FactSet at €28.48B. LVMH has 
now beaten revenue estimates for three consecutive semesters, but we believe 
that revenue for Jun’20 will miss consensus’s expectations. EPS grew 17% y/y 
(vs. 9% in S1) or $7.76 but missed FactSet’s estimate of €8.04. With this last 
semester, the corporation has missed EPS estimates for three consecutive 
semesters and we believe this trend will continue through Jun’20. EBIT for S2 was 
€6.21B vs. consensus at €6.20B. Operating margin met FactSet’s expectation of 
22% (vs. 21% in S1). FCF came in at 35% y/y (vs. 57% in S1) or €4.37B, largely 
missing FactSet’s estimate of €6.27B. 
 

 
• Difficult S1’20; possible recover in S2. For S1’20 we expect LVMH to report 

revenue of €20.98B, a 16% y/y decline and significantly lower than FactSet’s 

estimate of €22.21B. We also forecast EPS to be down as much as 28% y/y to 

€4.67 and lower that FactSet at €4.99. For the entire fiscal year, we expect 

revenue to recover at €51.53B, down 4% y/y and under FactSet’s estimate of 

€53.62. We also predict full-year EPS to still reflect S1’20 decline at €12.78, a dip 

of 11% y/y and lower than FactSet at €13.72. 

  
• Initiates Sell & €235 PT. Given the scenario that the novel coronavirus has 

depicted so far in 2020, we believe LVMH is not well positioned in the market. The 

conglomerate has spent €14.7 billion to acquire Tiffany, which in turn reported a 

weak FY’19 and has announced that the virus will affect its financial results for the 

current year. Louis Vuitton, Fendi, and Celine have performed well in the past but 

will experience diminishing customer traffic and might also incur in manufacturing 

slowdowns. Factories in Perfumes & Cosmetics have been converted to the 

production of hand sanitizer with the business group already weak on operating 

profit last semester. Ultimately, Sephora had to momentarily close all American 

and Canadian stores while experiencing rising competition in the sector from Ulta. 
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Summary                                                              Current 

Rating                                                          Sell 

Price Target                                             €235.00                                  

FY20E Rev (mil)                                    €52,924.00                               

FY20E EPS                                                   €13.00                                          

 
52-Week High / Low               €439.05 / €285.70 
Shares Out (mil)                                       555.03 
Market cap. (mil)                              €175,446.48 
Book Value/Share                                       72.64 
Net Cash/Share                                            21.0 
Price/Book                                                    5.19 
Price/Sale                                                     3.27 
EV/EBITDA                                                 12.52 
Quick ratio                                                      0.6 
Current ratio                                                   1.2 
Debt/Equity                                                   69.0  
Dividend                                                        4.60 
 
1Y price chart:    
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Key Drivers, Headwinds and 
   Short-Term Threats 

Watches & Jewelry – Tiffany closes stores. Tiffany & Co. – LVMH’s latest and most expensive 
(€14.7 billion) acquisition – will suffer large losses from the impact of the coronavirus on the great 

majority of its stores around the world. For the whole Watches and Jewelry segment, we forecast 
S1’20 revenue to take a dip of 12% y/y to €1.87 billion and operating profit to decline 11% to €316 
million. On March 20, 2020, Tiffany disclosed full year results reporting declines in both net earnings 

and diluted EPS – down 8% y/y and 6% y/y respectively. Additionally, comparable sales were down 
in all reportable segments for a total decline of 1% y/y. All of this came in despite the Asia-Pacific 
regions still accounts for 28% of total net sales, with China alone constituting 60% of total net sales 

in the region. However, between January 24 and March 19, Tiffany lost 30 out of 54 trading days 
across all of the company's stores in the Chinese Mainland because of the restrictions imposed by 
the Chinese government amid the coronavirus’s outbreak. Despite the alleviation of quarantine 

measures in China could soon make Tiffany’s stores open again, as of March 19 the company has 
temporarily closed all of its stores in the United States and Canada, and nearly all stores across 
Europe and the United Kingdom. Furthermore, Tiffany has announced to have experienced reduced 

customer traffic also in its stores that were allowed to remain open. The company declared that the 
negative effects of the virus on its financial results are likely to endure also during the current fiscal 
year. However, given the uncertainty regarding the coronavirus’s spread, Tiffany could not provide a 

precise estimate of its impact.  

  
Perfumes & Cosmetics – Major brands now producing hand sanitizer for free. The segment 

Perfumes and Cosmetics will be hit by both the general shutdown of retail businesses in France and 

Parfums Dior, Guerlain, and Parfums Givenchy now shifting production towards hand sanitizer. S2’19 

revenue for the segment came in at 3.60€ billion, up 12% y/y and 11% h/h. However, for S1’20 we 

expect revenue to fall 17% y/y and as much as 26%% h/h to €2.67 billion. Operating profit for S2’19 

was of just 296€ million, down 5% y/y and 24% h/h. We forecast S1’20 operating profit to be €282 

million, a 27-percent dip y/y and down 5% h/h. With France now enforcing an almost-total lockdown 

amid coronavirus outbreak in the country, many non-essential stores – such as luxury brands stores 

– have closed. Furthermore, on March 15th, 2020, LVMH announced that the French perfumes 

factories of Parfums Christian Dior, Guerlain, and Parfums Givenchy have converted some of their 

production lines to manufacture hand sanitizer, which will be eventually distributed for free to French 

health authorities. The decision was made in an attempt to increase the limited availability of the gel 

in France, because of its importance in the fight against the virus.  

 

Selective Retailing – Sephora closes stores and faces rising competition. The Selective 

Retailing segment will be the one that will suffer the most the coronavirus outbreak. S2’19 revenue 

was €7.69 billion, up 5% y/y and 8% h/h. We believe that for S1’20 revenue will fall 25% y/y and 30% 

h/h to €5.32 billion. For S2’19 operating profit was already down 13% y/y and 5% h/h to €681 million. 

We expect operating profit for S1’20 to be €519 million, down as much as 38% y/y and 31% h/h. 

Additionally, part of the €3.45 billion that LVMH has spent on capital expenditure in 2019 (the most 

over the last five years), was dedicated to the renovation of Sephora stores in Dubai, New York, and 

Paris. However, due to the coronavirus’s outbreak, not only those stores are not operative but 

Sephora had to close also all U.S. and Canada stores. Given the fact that the makeup world still does 

not consider e-commerce to be a fair substitute to physical stores, LVMH might recover capital 

expenditure in this segment later than expected. Furthermore, Sephora is experiencing growing 

competition from Ulta, the American chain of beauty stores that grew its product count by 3% since 

early February. By contrast, Sephora’s offering has already dipped 2% since late February.  

 

Fashion & Leather Goods – stores closure and possible obstacles in production processes. 

S2’19 revenue for the Fashion and Leather Goods segment came in at €11.8 billion, up 13% y/y and 

17% h/h. However, we expect revenue for S1’20 to plummet 22% y/y and 32% h/h to €8.08 billion. 

Operating profit for S2’19 was normally high at €4.10 billion, a 26-increase y/y and also up 29% h/h. 

For the June semester, we expect operating profit to be €2.53 billion, down 22% y/y and as much as 

38% h/h. The main driver for this drop is going to be the hard hit to sales volume that the segment’s 

big brand names, namely Louis Vuitton, Fendi, and Celine, will experience as a result to the 

coronavirus outbreak. In the U.S., France, and Italy – three of the countries that suffering the virus 

the most – are located approximately 59% of all Celine stores, 33% of all Louis Vuitton stores, and 

32% of all Fendi stores. Both the lockdowns implemented in Europe and the social distancing in the 

U.S. will significantly diminish customer traffic to LVMH’s stores in these regions. Furthermore, Italy 

hosts the manufacturing centers of Fendi and Celine, along with a sizeable share of those of Louis 

Vuitton; the total lockdown of the country is likely to be prolonged until early May, thus hindering the 

production of the brands’ core product.
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Tiffany’s net earnings and EPS likely to take a dip 

 

 
 

Overall, from the first half of 2015 to the second half of 2017, Tifanny’s net earnings and basic EPS have declined, falling from 

$209.8 million to $162.1 million and from $1.62 to $1.30 respectively. After the significant spike registered at the end of the second 

half of 2018 ($299.4 million), one year later net earnings were down to $279.6 million. Similarly, EPS fell from $2.45 to $2.31. For 

the current semester, we expect net earnings and EPS to be negatively impacted by the closure of the great majority of Tiffany 

stores all around the world.  For this reason, we project net earnings of $247.1 million and EPS of $1.94. By contrast, we believe 

that Tiffany will be able to fully recover during the second half of 2020, for which we expect net earnings of $329.0 and EPS of 

$2.72. 

 

Mixed outlook for operating margin 
 

 
 

 
 

During the last fiscal year, operating margin has decreased in every business group but Fashion & Leather Goods, where 
operating profit (up 24% y/y) outpaced the 17-percent growth of revenue. However, the same cannot be said for all other groups. 
In particular, Perfumes & Cosmetics has now resumed the slightly negative trend started back in 2015. For the current fiscal year, 
we expect operating margin to fall for Fashion & Leather Goods, Perfumes & Cosmetics, and Watches & Jewelry for the reasons 
illustrated in the previous page of this report. By contrast, we project a higher operating margin for Selective Retailing due to post-
coronavirus reopening of physical stores later this year. We also expect growth in Wines & Spirits, which we believe to be LVMH’s 
most solid segment at the moment. 
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Significant disruptions in revenue for S1’20 
 

 
*Asia and Europe do not include Japan and France respectively 

 
LVMH divides its global business into six different geographic regions: Japan, France, Asia (excluding Japan), Europe (excluding 
France), North America and Other Countries. We project an overall y/y decline of 17% in revenue for Q1 and a decline of 15% for 
Q2.  

 
In Asia, we expect revenue to decline by 31% for Q1. 42% of LVMH’s sales revenue in the region comes from its Fashion and 
Leather Goods business group and 24% comes from Selective Retailing, with China making up close to 70% of its sales. Since 
early February, China has enforced extremely strict controls on the movements of its residents and vehicles that has led to the 
shutdown of all leisure and non-essential community services. We project that sales from stores (such as Christian Dior, Fendi, 
and Givenchy) within the Chinese border would record as much as 70% decline in physical sales volume in Q1 due to the lack of 
customers and travellers. The only hope for these brands to retain customers is through their online platforms. 

 
In Japan, we predict revenue to decline by 21% for Q1. Here, Fashion and Leather Goods accounts for 60% of sales revenue, 
with 33% of it coming from tourists. Due to sharp declines in sales volume from airport stores (which accounts for 15% of revenue 
from all Japanese stores), we project at least a 40% decline in its overall Fashion and Leather Goods sales revenue in the nation. 
Additionally, we believe Selective Retailing to be another weakness of LVMH in Japan, as the company’s subsidiary Duty Free 
Shoppers (DFS) takes up over 60% of its revenue from this segment. DFS’s strength in recent years was a result of its solid 
partnerships with Japanese tour operators and its expansion into popular tourist destinations in the Asia-Pacific region, but we 
project it to decline by more than 50% due to the sharp reduction in international travellers to Japan. 

 
In Europe, we project a y/y decline of 40% in Q1 and 30% decline in Q2. We are mostly concerned with sales from LVMH’s 
flagship stores in Europe as many are located in France and Italy, with Italy being one of the European countries most severely 
hit by the coronavirus. LVMH’s flagship stores in Europe contribute close to 30% of its total sales revenue in the region. With most 
European countries in lockdown since the end of March, fashion stores such as Givenchy, Louis Vuitton, Fendi, Marc Jacobs can 
only rely on online sales, which made up only 13% of their total sales in 2019. 

 
For the U.S. segment, we expect sales revenue to decline by 25% in Q1 and 35% in Q2, both y/y. Selective Retailing accounts 
for 43% of U.S.’s sales revenue, with Sephora making up more than two-thirds of LVMH’s selective retailing segment. With the 
majority of consumers staying home and practicing social distancing, it is difficult to imagine Sephora to continue its operations in 
physical stores. The brans would have to entirely switch its sales to its online platform, which however made up only 28% of its 
total sales in 2019. 

 
LVMH likely to be overvalued in S1’20 
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• LVMH has a 5-year EV multiple of approximately 14 and a 5-year EPS growth rate of 7%. 

• Compared to its competitors, LVMH has an average EPS growth rate and the second highest EV multiple. 
 

• We project LVMH’s net EPS to decline by 28% y/y in S1’20 and a decline of 8-9% for the FY20. 

• With a negative EPS growth in 2020, LVMH’s high EV multiple within the industry would put the company in 
disadvantage. There is also a high possibility that LVMH would be trading at an overvalued position for the first two 
quarters in 2020. 
 

 

Revenue and EPS history 

 

 S2'15   S1'16  S2'16   S1'17   S2'17  S1'18   S2'18  S1'19   S2'19   

EPS 3.96 3.39 4.50 4.20 5.97 5.96 6.65 6.48 7.76 

Revenue (€B) 18.96 17.19 20.41 19.71 22.92 21.75 25.08 25.08 28.59 
 

 
 
  

 

 


