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Executive Summary

 
 

AIM: 
The company’s objective is to create long-term value for the business and wider 

society, whilst preserving their heritage in quality, craftsmanship and innovation.  

It will achieve this through assuring each Maison focuses on increasing 

awareness and desirability by developing creative products and appropriate 

marketing programmes.  
 

VISION: 
To become the global leader in luxury goods, whilst preserving the proud 

heritage and identity of each of their Maisons.  

 

STRATEGY: 
To create long term organic growth through increased investment in Maisons and 

manufacturing. Furthermore to adapt the selective distribution model to changes 

in the environment, thus maintaining their long-standing commitment to doing 

business responsibly.  

 

Key Data 

Shares in 
issue 

469.80m 
 

Market 
Cap 

34.19bn 
 CHF 
 

Enterprise 
Value 

35.34bn 

Dividend 
Yield 

1.59% 
 

Cash  8.5bn 
Ticker CFR:VTX 

 

Compagnie Financière Richemont SA , is a Switzerland-

based luxury goods holding company founded in 1988 by 

South African businessman Johann Rupert. Through its 

various subsidiaries, Richemont designs, manufactures, 

distributes and sells premium jewellery, watches, leather 

goods, writing instruments, firearms, clothing and 

accessories. It is the owner of some of the world's most 

prestigious luxury goods Maisons; such as, Cartier, Jaeger-

LeCoultre and Montblanc.  

 

Its main revenue streams come from Europe and the Asia 

Pacific region and as of 2014, Richemont is the second-

largest luxury goods company in the world after LVMH. 
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A Brief History: The Richemont Group 
 
 

Richemont was created in 1988 from the remaining international assets owned by 

Rembrandt Group Limited of South Africa. Established in the 1940s, Rembrandt 

Group owned significant interests in the tobacco, financial services, wine, gold 

and diamond mining industries as well as the luxury goods investments that, 

along with Rothmans International, merged to form Richemont. 

 

 The early 90’s was a period of change for Richemont with mergers and 

acquisitions being the prevailing theme. In 1989 Richemont had acquired 

the 30% interest in Rothman’s International still owned by Phillip Morris 

before acquiring Purdey in 1994. The buyout of Rothmans minority 

shareholders was completed by 1995 and NetHold television group was 

formed, of which Richemont held a 50% stake. 

 

 By 1997 NetHold had merged with the French broadcaster CANAL+, 

which saw Richemont acquire 15% of the French firm. Expansion was not 

exclusive to broadcasting as this occurred whilst also expanding in the 

luxury goods market, acquiring watchmaker Vacheron Constantin and 

leather goods brand Lancel of the Vendôme Luxury group. In 1998 

Richemont bought out the minority shareholders in Vendôme and had 

100% control of luxury good interests. 

 

 This positive growth pattern continued, a merger with British American 

Tobacco followed giving Richemont a 23.3% effective stake in the now 

enlarged British American Tobbaco. 

 

 By the start of the millennium, Richemont began to streamline, with a more 

clear focus on its core brands and industries. Acquiring a controlling 60% 

stake in Van Cleeef & Arpels jewellery Maisons and disposing of its 15% 

interest in Canal+,started the transition away from pay-television and 

electronic media investments which it had to date. Acquisitions of Jaeger-

LeCoultre, IWC Schaffhausen and 90% of A. Lange & Söhne quickly 

followed. 
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 Over the next three years Richemont acquires the remaining 40% of Van 

Cleef & Arpels that it did not already own giving them full ownership of 

the group as well as the remaining 10% of A. Lange & Söhne. 

 

 Conversion of preference shares to ordinary shares in British American 

Tobacco saw Richemont’s effective interest fall to 18.6% in June 2004. 

 

 In 2008, Richemont announce their planned restructuring, this meant that 

the luxury goods business would be separate from its other interests, 

continuing the trend of greater industry focus that characterized the group 

in the 21st century. 

 

 Joint ventures followed with Ralph Lauren in 2009, and in 2010 the group 

acquired the majority of the shares of NET-A-PORTER.COM, the premier 

online luxury fashion retailer. NET-A-PORTER operates as an independent 

entity alongside Richemont's other luxury goods businesses. 

 

 The acquisition of 100% of the capital of Varin-Etampage & Varinor SA 

(VVSA), a high-end manufacturer of stamped exterior components for the 

luxury watch and jewellery industry came in 2012. Where Richemont were 

also able to acquire Peter Millar LLC, a US-based, international luxury 

apparel business. 

 

 This year Richemont merged The Net-A-Porter Group with YOOX Group 

in an all-share transaction. Shares in the combined entity, the YOOX Net-

A-Porter Group, are traded on Borsa Italiana, the Italian stock exchange. 
 

 
 
 
 
 
 
 
 
 
 
 



[RICHEMONT] 5 

 

RICHEMONT 5 
 

 

An overview: 
 

Richemont owns a portfolio of leading international brands or ‘Maisons’, which 
are managed independently of one another, recognising their individuality and 
uniqueness.  
 
The businesses operate in four areas: Jewellery Maisons, being Cartier and Van 
Cleef & Arpels; Specialist watchmakers, being Jaeger-LeCoultre, Piaget, IWC, 
Baume & Mercier, Vacheron Constantin, Officine Panerai, A. Lange & Söhne 
and Roger Dubuis, as well as the Ralph Lauren Watch and Jewelry joint venture; 
the Montblanc Maison; and Other, being Alfred Dunhill, Chloé, Lancel and Net-
a-Porter as well as other smaller Maisons and watch component manufacturing 
activities for third parties. 
 
 
 

 
 
 

 
 

Richemont 'A' shares are listed on the SIX Swiss Exchange, Richemont’s 
primary listing, and are included in the Swiss Market Index ('SMI') of leading 
stocks. Richemont’s South African Depository Receipts are listed in 
Johannesburg, Richemont’s secondary listing 

Source:  magmontres.fr 
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Key Personnel: 
 
Bernard Fornas, Co-Chief Executive Officer 

 Member of group management since 2002 
 

 Over 40 years of industry experience 
 

 10 years experience as president of Cartier 
 

 Appointed to the role in April 2013 
 
Richard Lepeu, Co-Chief Executive Officer 

 Member of group management since 2000 
 

 Previous experience in international corporate finance 
 

 Joined Cartier in 1979 as assistant to the President 
 
Gary Saage, Chief Financial Officer 

 Member of the Group management since 2010 
 

 Began his career in public accounting with Coopers & Lybrand 
 

 Joined Cartier’s US business in 1988 
 

 COO of Richemont North America for 18years and the Director of The 
Net-A-Porter Group for 5years 
 

 CFO of the group since 2010 
 
Hans-Peter Bichelmeier, Group Operations Director 

 Member of the Group management since 2012 
 

 Joined the group as Director of Operations in Cartier Japan 
 

 Group Operations Director since 2010 
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Operational Observations 
 
The board applies different strategies for different business divisions and brands. 
This creates flexibility for the company to channel its different subsidiaries in 
different positions/strategies to pursue individual objectives and to invest 
individually depending on the needs of each brand. This helps to optimize 
investment in growth. 
 
The company has a gross margin of 63% and a net margin of 19.46%, which are 
higher than its industry peers' average, proving that something (brand position) 
allows it to charge premium prices to consumers, therefore creating an economic 
moat. 
 
It has spent 7% of total sales (€717m) in all of its Maisons to ensure long-term 
growth of all of its brands, but in the short term, we expect to see this spending 
increase as many industry specific risks exist. 
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The Macro-economic Outlook: 
 

 

Economic Environment 
 
In regards to products, the United States and Europe provided strong demand for 

high-end jewellery, but this failed to make up for weaker luxury watch sales in 

Hong Kong. The higher demand from the US can be attributed to the recent pick-

up in the US economy resulting in US consumer spending rising by just over 

2.1% since the start of the year. Similarly, Europe has recorded a surge in 

consumer spending and has increased to 1352.6bn up from 1341.5bn at the start 

of the year. However, recently the chief of the European Central Bank Mario 

Draghi struck a dovish tone as inflation prospects weaken and the expansion of 

the quantitative easing plan was hinted at. For Richemont, the possible slowdown 

in Europe should be a concern as after disappointing sales in Asia, a drop in sales 

within Europe could leave them heavily dependent on the US. 

Furthermore, the recent Paris terrorism attack is likely to result in a noticeable 

decline in luxury stocks ahead of the all-important Christmas period. Within the 

luxury sector, tourism accounts for 60% of sales in Western Europe. The 

expectation is that cancellations in trips to the region are likely to occur resulting 

in a significant slowdown in fourth quarter sales in Europe.  

 

Stagnating Asian Market 
 

Richemont reported strong sales growth in every region other than Asia Pacific, 

which is a hugely influential region and accounts for over 35% of group sales. 

The flatline in Asian sales set to continue for the foreseeable future in the face of 

a variety of stimulus packages attempted by governments. Luxury brands owned 

by big companies including LVMH, Kering and Richemont have all reported 

problems in China and Hong Kong in recent months as a number of issues 

deterred consumers from spending, including government antibribery 

crackdowns and a stock market crash in China. The wide exposure of Richemont 

to this region is a primary concern going forward. 
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Interest Rates 
 

Chairman of the Federal Reserve Janet Yellen announced the strong likelihood of 

raising rates at the Fed's next policy meeting scheduled in mid-December. This is 

in the backdrop of the American economy performing better then expected with 

Jobs Data beating analyst estimates. Within Europe, the European Central Bank 

is expected to continue with very low interest rates in the near future, despite the 

action taken by the Federal Reserve in the United States. Implications for the 

company are substantial with total borrowings including bank borrowings and 

short-term loans amounting to €394 million. However, his figure is lower than 

many of its competitors, standing the company in good stead for future interest 

rate hikes in the US. 

 

Currency Fluctuations 
 

European luxury companies spend largely in Euros, Swiss francs or sterling, 

whereas they earn in dollars or dollar-related currencies. In 2014, the euro’s 

strength was a stiff headwind during the first nine months of 2014, while the 

strengthening dollar gave the sector a boost in the latter months of the year. 

Similarly, with the Japanese market still accounting for 10 to 15 percent of sales 

of European luxury brands, the yen’s collapse was a blow. This volatility means 

that at times Richemont investors will be at the mercy of the FX market, so 

whilst there is clear opportunity, caution is advised. 

 

Whilst it has been neglected in recent times, the issue has come to the fore again 

with the persistently strong Swiss franc. Unless the traditionally-conservative 

Swiss National Bank drastically changes tact choosing to intervene significantly 

or move towards more unconventional monetary policy territory, it may fail to 

prevent further franc strengthening against the euro from hitting Switzerland’s 

export-led economy. This will undoubtedly have significant ramifications for 

luxury goods producers. 
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Risks: 

 

Exchange Rate Volatility 
 

The major risk that Richemont is exposed to is currency exchange rate volatility (i.e. 

The SF/Euro unpeg). Richemont is listed on Swiss Stock Exchange, so its share 

price is quoted in SF. However, it reports is Euros. So the share price will ultimately 

reflect exchange rate volatility. Furthermore, its revenue stream comes in local 

currencies. So when it is translated into Euro, it is exposed to the exchange rate risk. 

For example, Japan Sales for H1 15 accounted for 7% of Total Sales. Its sales have 

fallen by 13% and the proportion of sales decrease due to the Euro appreciation was 

6%. Therefore, exchange rate volatility could drive sales figures downwards. 

 

Significant deterioration in the macro economic environment 
 

Consumer spending and confidence are the major drivers of Richemont’s demand. 

For example, for H1 15 Far East Excluding Japan accounted for around 40% of 

Total Sales. However, uncertainty over China’s economic growth and shift from 

high-end goods to more affordable items may have a significant impact on 

Richemont’s demand. China’s government crackdown of VAT tax evasion and 

bribery could have a negative impact on the long-run demand of its luxury products 

such as Carties and Van Cleef & Arpes. 
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Travelling flows 
 

There are numerous events that will have an impact on travelling flows which 

Richemont’s industry landscape is exposed to (i.e. frequent plane crashes, terrorist 

attacks,etc). Additionally, there is a trend that Richemont’s demand from China is 

growing at a slower rate not due to the slower economic growth, but by a greater 

propensity for the Chinese consumer to spend abroad. This means that consumers 

are more likely to buy jewellary and watches in Europe or the UK rather than at 

home (mainly for tax purposes). So a decrease in travelling flows could be a 

potential cause of lower demand for Richemont’s products. 

If this trend continues, and given all other variables remain equal, we believe 

demand in the region to grow at roughly the same rate. 

 

 

 

 

But opportunity still remains… 
 

Anything that prevents people from travelling such as health scares and terrorist 

attacks are major drains for the luxury goods market. Given the fixed-cost nature 

of the industry, this can have a knock-on effect on company valuations. During 

the past twenty years, financial investors have had four opportunities to buy 

luxury at trough prices: 9/11, during the Asian crisis of the late 1990s, SARS in 

2003 and the Lehman Brothers collapse in 2008. The recent attack in Paris may 

lead to a similar outcome. 

 

Acquisition premiums 
Corporate mergers and acquisitions have their place, but they can come at the 

cost of damaged returns on invested capital through excessive acquisition 

premiums. With the vast number of ‘Maisons’ the group currently operates this 

may not be such a significant factor as they already are so large and would be 

unlikely to look towards acquiring at this point in time. 
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Financials 
 
€ in millions, year   

end Mar 
FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 

Revenue 6,892 8,868 10,150 10,023 10,410 

Profit before tax 1,275 1,804 2,375 2,494 1,705 

% Margin 18.5 % 20.34% 23.40% 24.88% 16.38% 

EBITDA, Adj 1,655 2,391 2,818 2,869 2,952 

% Margin 24% 27% 27.8% 28.6% 28.4% 

Free Cash Flow 1,208 1,070 1,027 1,917 1,103 

% Margin 17.5% 12.1% 10.1% 19.1% 10.6% 

      

Non-curr. Liabilities 488 481 826 847 942 

Shareholder Equity 6,992 8,564 10,215 11,958 14,420 

      

Leverage Ratio 1.38 1.38 1.40 1.37 1.38 

ROCE 15.58 18.20 18.89 16.32 8.79% 

ROE 17.25 19.88 21.45 18.68 10.11 

 



13 [RICHEMONT] 

 

1
3 

RICHEMONT 

 

Valuation: 

 
 

 

          
Last Twelve 
Months 

  
          

Name Ticker 
Share 
Price Market Cap (mm) EV Revenue EBITDA EV/EBITDA EPS EPS growth 

Debt/ 
Equity ROE P/E 

                          

Richemont CFR VX 77.3 40,133.60 35,348.60 11,158 3,064 12 4.1 27.40% 21.45 12% 18.85 

Swatch Group UHR VX 362.2 19,850.10 18,532.10 8,799 2,062 9 23.04 -31.00% 0.36 12% 15.72 

Tiffany TIF US 80.4 9,558.80 9,879.50 4,197.80 1,020.90 10 3.88 -0.10 39.17 17.43% 20.72 

LVMH MC FP 163.2 82,849.70 87,073.40 34,529 7591 11 7.37 6.10% 40.18 23.22% 22.14 

Hermes RMS.FP 330.8 34,922.40 34,004.40 4851.5 1700.5 20 8.84 12.50% 1.19 30% 37.42 

Salvatore 
Ferragamo SFER.IM 21.37 3607 3688.6 1,383.70 307.4 12 1 14.60% 28.89 40% 21.37 

Prada S.P.A. PRDSY US 7.09 8,678.20 8,954.10 3624.8 886.5 10 0.16 -29.50% 17.18 14% 44.31 

Sample 
Average     24174 28,211.53 9,792 2,376 12 6.91 -1.43% 21.20 21.50% 25.79 

We used a comparable companies approach to best determine the intrinsic value of Richemont. This 
method presented itself as the most appropriate to use given the universe of luxury retail companies 
operating in the same space. The most appropriate companies we concluded on were Swatch group, 
Tiffany, LVMH, Hermes, Salvatore Ferragamo, and Prada S.P.A. 
 
This group of companies share similar activities within the luxury retail space and derive a big share 
of their revenue from the same target base.  
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Peer Group Mean P/E EV/ EBITDA 

  27 12 

Implied Richemont Enterprise Value N/A 36886 

Less Total Debt & Other N/A -2292 

Add Cash & Equivalents N/A 7035 
Equals: Richemont Implied Equity 
Value N/A 41629 

      

Richemont Shares Outstanding   512 

Implied Richemont Share Price 110 81 

Is Richemont overvalued? No No 

Our analysis suggests that the share price of 77.3 significantly 
undervalues the growth expected in Richemont’s future earnings. That is 
that the market has not priced in the growth apparent in our analysis of 
Richemont. Despite the discount apparent in Richemont’s share price, we 
believe its healthy margins and diversified brand portfolio set it in the 
right direction for further growth.   
 
 The two key ratios we depended on to come to our conclusion are the P/E 
and EV/EBITDA multiples which all show that Richemont seems to be at a 
significant discount relative to its peers. 
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Investment Thesis & Conclusion: 
 

 

Richemont has been more proactive than its direct competitors in tackling the 

competition from the world’s largest online vendors of luxury goods, such as 

Amazon. The all share merger of Richemont’s Net-a-Porter Group and Yoox,  

the global Internet retailing partner for leading fashion brands, means the new 

combined company will have more heft in the market as competition in e-

commerce of luxury goods rapidly intensifies. This diversification of 

Richemont’s portfolio will generate a one time accounting gain of some 

€620million whilst the annual run rate synergies will deliver an average of €60 

million, of which 50% Richemont is entitled to. This will increase Richemont’s 

profitability considerably and will position it to benefit long term from the 

increasing growth in the e-commerce market in the future whilst staving off the 

threat of counterfeit markets. According to industry reports, only 6% of luxury 

goods are currently purchased online hence this business has significant room to 

grow. 

 

 

Richemont’s brands increasing online presence combined with its portfolio 

focused on hard luxury and the high end also presents growth opportunities in 

emerging markets.  Richemont is one of the groups most exposed to the Asia-

Pacific region, which is registering world-leading levels of High Net Worth 

Individual population and expected annual wealth growth of 10%. Despite 

slowing economic growth in China, for the first time recently the number of 

billionaires in China has overtaken that of the US. It now has 596 billionaires, up 

an astonishing 242 over the last year. This trend could provide significant 

stimulus for long term organic growth in the coming years. 
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Despite the mark to market losses Richemont has experienced in the last year, its 

cash flow from operations remained solid; reflecting strict working capital 

management. Its Net cash at 30 September 2015 amounted to € 4.8 billion, an 

increase of 42.37% on last year and generating a cash flow margin of 16.37%, 

comparable to LVMH’s 15.07% . This reflects how Richemont has 

professionalised its business significantly in recent years with a focus on cash 

flow generation.  This favours Richemont in light of the possible strengthening 

of the Swiss franc against the euro, meaning its costs and the costs of its 

competitors in the Swiss watch making industry would increase. Richemont’s 

large cash base gives it a competitive advantage in weathering the currency 

uncertainties ahead perhaps better than its competitors. 

 

In Conclusion, we believe that Richemont will be able to overcome this period of 

macroeconomic instability, and believe that the room for growth will increase 

substantially once economic growth picks up again in the Asian pacific region. 

Thus, we remain overweight on the company and its position in the retail luxury 

space. 

 


