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Investment Thesis

Unbounded growth possibilities
A growing and changing consumer base 
ǪǍɅ ȺǸʬǸɶǍȓǸ ʌțǸ ǪɐɃɳǍɅʳậɾ ɶǸʌʔɶɅɾ

Derisking with Customer Loyalty
The ability of lock -in clients creates future 
growth potential from current attention

Distinctive market positioning
Strong consumer advantage facilitates
value creation

RMS: BUY!

Current
Price

Target 
Price

ặ ᶯṞᶶᶯᶰṣᶲ

ặ ᶰṞᶯᶷᶶṣᶵ

16.5%
IRR

21,3%
Upside
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The luxury sector deals with high -end and premium products , which provide more than just functionality . It offers unique
and prestigious experiences to those seeking status

A Dive into Luxury Markets

Profitability metrics by fashion segment (in %)

Worldwide luxury revenue share

æǸɶɾɐɅǍȺ Ⱥʔʲʔɶʳ ȓɐɐǱɾ ɶǸʬǸɅʔǸ ẐȡɅ Ồ ǩȡȺȺȡɐɅɾẑ 

Main companies ậ revenues

Source: Bain & Company, Bloomberg, Statista, Team Elaboration

25% 22% 19% 16% 16% 2%

ẰæɶɐǱʔǪʌ ǱǸɾȡȓɅẰ=ɶǍɅǱ țǸɶȡʌǍȓǸẰuǪɐɅȡǪ ǩɶǍɅǱ

Ằ=ɶǍɅǱ ȡɅɅɐʬǍʌȡɐɅẰ>ʔɾʌɐɃǸɶ ɾǸɶʬȡǪǸESG responsibility

Key driving factors in brand choice

I. Highly profitable II. Wide range of subsectors III. Notably concentrated

Covid 
Crisis

Financial 
Crisis of

2008

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks

China 
Corruption

Crisis

5%

6%

7%

8%

8%

8%

14%

21%

23%

Fragrances

Eyewear

Cosmetics

Footwear

Skincare

Jewelry

Watches

Leather Goods

Apparel

High margins and returns1

Resilience2

High demand3

13% 8% 6%

34%

7%
16%

47%

27%

76%

EBITDA Margin ROE ROIC

Non-Luxury Luxury Sector HemèsHerm ès

0

100

200

300

400

1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
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II.  Revenue concentrated in Asia

Astonishing Orange

II. Diversified Portfolio

Established in 1837, the company started by selling saddles and equestrian accessories , but now is one of the most
distinguished and acclaimed leather goods manufacturer

Snapshot of Hermès

Source: Bloomberg, Hermès IR, Team Elaboration

Key Financials

Stores

Revenue

EBITDA margin

Net Cash

FCFF Yield

Market Cap

EV/EBITDA LTM

Thierry Hermés 
establishes Parisian

Workshop

Hermès introduces
its first bag

Creation of a leather
tote for Jane Birkin

IPO on the Paris 
Stock Exchange

Axel Dumas 
becomes CEO

I. From saddles to handbags

First ʭɐɃǸɅẏɾ
ready -to -wear

collection

300

ặ 13.5 Bi

46.8%

ặ 7.4 Bi 

1.72%

ặ 186 Bi

30x

Hermès is a renowmed
French luxury goods
manufacturer , originally
founded as a harness
workshop and now known
for its leather goods and silk
scarves . 

0

200

400

600

800

Oct-13 Oct-16 Oct-19 Oct-22

RMS CAC 40
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Silk and Textiles 7%

Ready -to -wear and Accessories 27%

Perfume and Beauty 12%

Watches 5%

Leather Goods and Saddlery 43%

Hermès métiers and how much they represent of the revenue  Revenue by region (in billion Ồẑ and how much they represent

Europe (excl. France) 13%

Americas 18%

Japan 10%

France 9%

Asia (excl. Japan ) 48%

10-year return (10/2013 = 100)

Des
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ẌYou have to be a loyal and
frequent customer to get the
ǩǍȓẍ

I. Integrated Supply Chain III. ẎHermès gǍɃǸẏṝ how to get the bag of your dreams

Playing the Hermès Game
Hermès diverges from other luxury brands by its unique strategy of limiting its sales and selecting the clients who have 
access to certain pieces, while paying close attention to its production and becoming more ESG -friendly

Source : Hermès IR, Team Elaboration , Tiktok

II. ESG Practices

What consumers say...

First
purchase

Second
purchase

Shopped with
another sales

associate . 

First piece
of jewelry !

Online 
purchase

Your sales
associate

offered you
first Birkin!

What Hermès says...

5 out of 5 sales associates we 
interviewed claimed bags are 
offered through a waiting list

You rejected
a bag offer

Exotic
leather

sandal offer

Caught
wearing a bag 

you bought
second -hand

You got
your first
bag offer

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks

Supply
The business is 55% vertically integrated in order to
guarantee top quality materials

Manufacture
Products are handmade by Hermès ẏ in -house trained
artisans
Ẫ᷊ ǩǍȓ ᷊ artisan ẫ

Distribution and Sales
The product reaches final clients through Hermès ẏ own
stores, conssessionaires and e-commerce

0

50

100

150

200

250

300

Prada Richemont Hermès LVMH Burberry Kering
Emissions Transparency Water and Chemicals

Materials Workers' Rights Waste

=ʔɾȡɅǸɾɾ ɐȒ fǍɾțȡɐɅậɾ ɾʔɾʌǍȡɅǍǩȡȺȡʌʳ ɾǪɐɶǸ ǍɅǱ ʬǍɶȡǍʌȡɐɅ ȒɶɐɃ ᷊᷾᷉᷾

+ 9 positions
compared to 2021 

score

+3

+0

-2+1+1

-1

-1

Sandra Raffaelli  
Secondhand Business Owner

Tiktok  
creators

Visit to Herm èsậ >ȡǱǍǱǸ 
Jardim Store



6

Émile 
Hermès 

SAS

H51

Free Float

H2

Limited Partners

Non -voting shareholders

Mar-14 Mar-16 Mar-18 Mar-20 Mar-22

The Hermès Family has a Ậfɐɶʌ ©Ʌɐʲậ ʌʳɳǸ ɐȒ ȒǍɃȡȺʳ ǪʔȺʌʔɶǸ, being able to keep the control of the company for almost 200 
years. However, minority shareholders are not negatively exposed by that governance model

Keeping it in the Family

Source: Hermès IR, Financial Review, Financial Times

I. Shareholders and Board II. Management

Direct Descendant
of Émile Hermès

Indepedent

Employee
Representative

66.66% 33.33%

100%

Board Member

Board Chairman Variable

Fixed

Super majority (75%) needed to 
change the company statutes 

or to replace the CEO

Thierry 
Hermès

Charles -Emille
Hermès

Emile -Maurice 
Hermès

Robert Dumas 
Hermès

Jean Louis 
Dumas

Patrick Thomas (2003 Ṿ2014)

Mar-03 Mar-05 Mar-07 Mar-09 Mar-11 Mar-13

19.3%

Axel Dumas (2014 ṾCurrent )

20.5%

1837 - 1878 1878 - 1902 1902- 1951 1951- 1978 1978- 2003

Former employees in Brazil claimed culture
was very linked to the ǩɶǍɅǱẏɾfrench heritage
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*

*

* Average annual shareholder return

Compensation

Holding Company
through which the
Family own 54% of

Hermès

Active Partner

Pascale Mussard
Vice -chairman

Henri -Louis Bauer
Chairman



48MM
69MM

109MM

2017 2022 2027E

402k
579k

744k

2017 2022 2027

8% 17% >20%
36%

46%

>50%30%
26%

20%

25%
11%

5%

Baby Boomers GenX GenY GenZ
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I. Concentration of Wealth II. Development of Emerging Markets III. Gen Z and Changing Preferences

New Customers Landscape

Source: Bloomberg, McKinsey&Co , Team Elaboration, Tiktok , WHO

0.46

0.47

0.48

0.49

0.5

2001 2004 2007 2010 2013 2016 2019

Number of Ultra High and High Net Worth Individuals

Gini coefficient GDP x Luxury expenditure (USD per Capita) Personal luxury goods market by generation

8% 17% >20%
36%

46%

>50%30%
26%

20%

25%
11%

5%

2019 2021 2025E

3% 9%
22% 19%

6%
11%

33%

33% 36%

16%

86%

58%
45% 45%

78%

#Birkin #Classic Flap #Neverfull #Marmont #Ladydior

35+ 25-34 18-24

Wealth concentration combined with the developing markets and entrance of new generation in the market is broadening 
and changing the customer base of the luxury industry

5%

5%

11%

10%

55%

5%

55%

25%

83%

30%

15%

2002

2012

2022

Rich Upper Middle Class Lower Middle Class Poor

0

100

200

300

400

500

600

700

0 50,000 100,000 150,000

Brazil

Singapore

China

R² = 0.78

>țȡɅǍậɾ ɳɐɳʔȺǍʌȡɐɅ ɾǸȓɃǸɅʌǸǱ ǩʳ ȡɅǪɐɃǸTiktok  videos views by age

8.4% CAGR 

6.3% CAGR 

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks
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Elusive Exclusivity

Source : Hermès IR, Team Elaboration

II. Revenue DiversificationI. Exclusive vs Entry -level products

Mainting overall exclusivity while still expanding sales is a pretty hard task for luxury brands . However , Hermès manages
to do both successfully

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks

Métier participation in total revenue

Guarantees brand power

Enables volume increases

E
xc

lu
si

vi
ty

Hermès ậ products prices vs exclusivity

Price

New customers 
start shopping 
from here

As they progress 
ȡɅ ʌțǸ ẎoǸɶɃȇɾ 
ȓǍɃǸẏṞ ɾɐɃǸ ǍɶǸ 
invited to shop 
from there

III. Prices as a limitation

Hermès

Louis Vuitton

Saint Laurent Gucci

Bottega Veneta

Métier Diversification

50% 49% 49% 50%

45%
42%

21% 22% 23% 22%
25%

27%

6% 7% 7%
10% 11% 12%

2017Y 2018Y 2019Y 2020Y 2021Y 2022Y

Leather Goods &
Saddlery

Ready -to -wear 
and Accessories

Silk and Textiles

Other Hermès
sectors (Jewelry,
Homewear etc)
Perfume and
Beauty

Watches

Other products



24.1% 24.8%
28.6% 31.2%

47.1%

75.7%

9.0% 9.0%%

10.0% 10.0% 9.0% 8.0%

Richemont LVMH Burberry Kering Moncler Hermès

ROIC WACC
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I. High Demand II. Consumer Advantage and Value Creation III. Higher Growth

The culture of exclusivity and heritage , combined seemlessly by Hermès, creates a high demand around the brand, 
enabling the company to add more value to investors and grow faster than other players

The Allure of Hermès

Source : Bloomberg, BoF , Credit Suisse , Hermès IR, Interbrand , NY Times

Return on invested capital x Cost of capital

Production sites in France

In -house trained artisans
Ẏᶯ ǩǍȓ ᶯ artisan ruleẏ

Only store out of 10 
from other brands
visited that had
references to ǩɶǍɅǱậɾ
history

Hermès Store 
at Iguatemi São Paulo Shopping Mall

Brand equity growth 10 -year CAGR

15%

-7%

41% 29%

7%

-21%

29% 22%

2019 2020 2021 2022

Hermès Personal Luxury Goods Market

Year on year sales growth 

2.4%
4.5% 5.7%

8.0%

16.1%

Tiffany Louis
Vuitton

Cartier Gucci Hermès

Asset turnover x EBITDA margin of different companies 

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

0 10 20 30 40 50

A
ss

et
 T

ur
no

ve
r

EBITDA Margin (in %)

Richemont

Moncler

Burberry
LVMH

Kering

Production
Advantage

Consumer Advantage

Hermès

Brand heritage1

Quality -focused2

Exclusivity through Herm ès Game3

ẌRising production
dilutes fashion's
integrity ẍ

Anna Wintour
Vogue Editor

ẌoǸɶɃȇɾ țǍɾ ǪɐɅʌɶɐȺ ɐʬǸɶ ȡʌɾ 
demand and is able spread the 
ɾǍȺǸɾ ǍǪɶɐɾɾ ɳǸɶȡɐǱɾ ɐȒ ʌȡɃǸẍ

Lorenzo Bracco
Luxury Analyst at Citi (London, UK)

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks
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The difference between retail and secondary market prices shows the Hermès has still much space to grow . But this 
spread has a postive impact on the desire for the brand

The Strategy Behind the Pricing

Source: Fashionphile , Statista, Team Elaboration, The RealReal

I. Underpricing II. Birkin Bags as an Investment

Demand

Supply

~$10,000 ~$20,000

Q
ua

nt
ity

Price 

Birkin Bag supply and semand

Demand that 
exceeds the 

supply plays the 
Hermès Game and 

buys other 
products

Sharp price 
with long -

term impact 
on demand

1

2

Retail vs Second -hand pricing and retention

220.69%

0

5000

10000

15000

20000

25000

Hermès Birkin 25

Average Resale Price Retail Price

Equivalent to
IPO pop

4.7%

6.6%

7.4%

7.5%

9.2%

9.7%

10.8%

12.9%

13.6%

Inflation

S&P 500

Saint Laurent Wallet on Chain

Gold

LV Neverfull

Lady Dior

Bottega Veneta Clutch Bag

Chanel Classic Flap

Hermes Birkin

III. Incredible Pricing Power

Annual price change (from 2015 to 2023)

ẌInvestment Banks 
slightly underprice
shares they issue , aiming
to have it increase in 
value the same day of
the uæÃẍ

Antonio Ferraz
Former Banker at JP 
Morgan (NY)

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks
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Loyal customers are the cornerstone of any successful business , by investing in building and maintaining relationships, they can 
thrive and navigate challenges more resiliently

Source: Legg Mason, Managing Brand Equity, The Loyalty Effect

Customers as the Most Valuable Assets

I. Economics of Loyalty Guarantee Growing Profit per Customer II. Confirmation from =ɶǍʽȡȺẏɾLouis Vuitton CEO

Higher
Revenues

A customer spending tends to
increase over time

Cost Savings
As customers learn more about the
brand , They require less help

Price Premiums Loyal customers are willing to pay
higher prices

Profit -per -customer effect

III. Customers are Hermès ẏ Number 1 Focus

David Aaker ậɾ =ɶǍɅǱ ¬ɐʳǍȺʌʳ æʳɶǍɃȡǱ

Switchers

Habitual buyer

Satisfied buyer with switching costs

Likes the brand

Comitted Buyer

ẬHermès gǍɃǸậ
Winner : gets
whatever pieces
they desire

IV. Building Relationships the Other Way Around

Most -ɾǍȡǱ ʭɐɶǱ ȡɅ oǸɶɃȇɾậ țǍȺȒ-year press conference

ẌRelationship is what moves this luxury
market . My client may like other brands , 
but I win them over with the
relationship Ẍ

Daniela Gontijo
Brazil , Colombia , Chile and Peru Country 
Manager at Louis Vuitton 

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks
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The strategy of relationship building combined with the ability of not losing sales to the secondary market ǍɅǱ oǸɶɃȇɾậ 
growing attention recently is a reason to believe a sales will keep having a robust growth in the following years

Clients are Tied with an Hermès Bow

Source : Citi, Google Trends, Hermès, Team Elaboration, Tiktok

I. Retail vs Second -hand Market

0

20

40

60

80

out-20 jun-21 fev-22 out-22 jun-23

#birkin #classicflap #neverfull #marmont #ladydior

Views on tiktok videos with the hashtags (in millions )

Interest measured by Google searches

II. Loyalty translates into sales across the years

Birkin Bag ~ ặ ᶰᶮṞᶮᶮᶮ

Other Hermès items ~ ặ ᶯᶮṞᶮᶮᶮ

Second -hand : 

Subscriptions to The Economist magazine

Retail : 

>ȡʌȡậɾestimates
of the value a 
client has to
spend at
Hermès before
being offered a 
bag is 10k

0
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10

15

20

25

30

35

40

45

50

0

5

10

15
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30

35

40

45

50

2004-01 2007-01 2010-01 2013-01 2016-01 2019-01 2022-01

Peers Average Hermès

jan -04 jan -07 jan -10 jan -13 jan -16 jan -19 jan -22

Growing 
Attention

Subscriptions

Economist.com 
subscription

Print & Web 
subscription

$59

$125

68%

32%

Subscriptions

Economist.com 
subscription

Print 
subscription

Print & Web 
subscription

$59

$125

$125

16%

0%

84%

Birkin Bag + Other Hermès items ~ ặ ᶰᶮṞᶮᶮᶮ

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks



13

$     1,813.73 26% 28% 30% 32% 34%

6.5% 1392 1445 1550 1585 1585
6.7% 1469 1531 1656 1698 1698
7.0% 1579 1657 1812 1864 1864
7.2% 1757 1859 2063 2131 2131
7.5% 2096 2245 2544 2644 2644

$     1,813.73 17% 22% 27% 32% 37%

2% 1321 1430 1538 1647 1755
3% 1390 1519 1648 1777 1906
4% 1492 1652 1812 1972 2132
5% 1662 1873 2084 2295 2505
6% 1999 2311 2622 2934 3245

R² = 0.8699

5

10

15

20

25

30

10.0 20.0 30.0 40.0 50.0 60.0 70.0

E
V

/E
B

IT
D

A

Spread: ROIC - WACC

R² = 0.87

Before looking into our persperctives, we started out by looking at what is implicit in the current price of the stock and 
what would drive our reccomendation

Current Stock Price Breakdown

Source: Bloomberg, Expectations Investing, McKinsey, Team Elaboration

I. What Justifies the High Multiple II. Implicit Parameters in the Current Stock Price

NOPLAT Margin 2026 -28
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NOPLAT Margin in Perpetuity
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ὶὩὺὩὲόὩɇ▪▫▬■╪◄□╪►▌░▪ɇ ρ ▌ ᶻρ
▌
ὙὕὍὅ

ὡὃὅὅ▌

Continuing
Value

EV/EBITDA vs ROIC ẙ WACC spread of luxury companies

BUY

BUY

Ẍuʌ ȡɾ țǍɶǱ ʌɐ ȶɅɐʭ ʭțǸɶǸ ǸʲɳǸǪʌǍʌȡɐɅɾ ǍɶǸ ȺȡȶǸȺʳ ʌɐ ȓɐ 
ʌɐɃɐɶɶɐʭ ʭȡʌțɐʔʌ ȶɅɐʭȡɅȓ ʭțǸɶǸ ʌțǸʳ ǍɶǸ ʌɐǱǍʳṣẍ

Overview | Growth Possibilities | Market Positioning | Customer Loyalty | Valuation | Risks
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3.80
4.29

4.81
5.34

5.87
6.40

6.91
7.40

7.84 8.23

0.00
1.00
2.00
3.00
4.00
5.00
6.00
7.00
8.00
9.00

0.0

50.0

100.0

150.0

200.0

250.0

2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E

UHNWI Average Revenue from UHNWI

70% 69% 71% 70% 70% 70% 70% 70%

35% 34%
39%

44% 44% 44% 44% 44%

2017 2019 2021 2023E 2025E 2027E 2029E 2031E

Gross Margin EBIT Margin

7.5%

15.4%

-7.2%

40.6%

29.2%

18.5%
15.0% 17.0% 16.4% 15.3% 15.2% 14.5% 13.9% 13.3% 12.7%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

0.0

10,000.0

20,000.0

30,000.0

40,000.0

50,000.0

2017 2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E

Revenue Growth

Based on our qualitative analysis , we forecasted revenue growth , margins and the companies investments for the next 6 
years . Revenue was forecasted and segmented into 3 different classes. FCFF was discounted by a 8.06% WACC

From Cash Flows to Value

Source : ECB, NYU, Euromonitor , Hermès IR, IMF, Team Elaboration , WHO

I. Revenue

Historical and forecasted margins

Revenue from non ẙ UHNWI and HNWI (in billion Ồẑ and GDP growth in Asia -Pacific

Revenue (in million Ồ) and year over year growth

40.0

20.0

30.0

10.0

0.0

II. Revenue Build -up

III. Margins

Average Revenue from UHNWI (in  thousands of Ồẑ and UNHWI in Asia -Pacific (in thousands )

Ultra High and High Net Worth Individuals1 Others2
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4.6% 4.4% 4.2% 4.1% 4.0% 3.9% 3.7% 3.5% 3.3% 3.1%

0.00%

0.50%

1.00%

1.50%

2.00%

2.50%

3.00%

3.50%

4.00%

4.50%

5.00%

0.0

5,000.0

10,000.0

15,000.0

20,000.0

2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E

Revenue from non - UHNWI or HNWI GDP Growth

16.0

8.0

0.0

50.0

Luxury Expenditure per Capita = 0.006 * GDP per Capita - 12.95
Example for 
Asia -Pacific :



-0.5p.p.

+0.25p.p.

-1.5p.p

-1.5p.p.

-1.5p.p.

+15p.p.

-5p.p.

-1.5p.p.

+0.5p.p.

-0.25p.p.

+1.5p.p.

+1.5p.p.

+1.5p.p.

-15p.p.

+5p.p.

+1.5p.p.

-15.00% -10.00% -5.00% 0.00% 5.00% 10.00% 15.00%

Growth

Wacc

EBIT Margin

GDP Growth

HNWI Growth

Cash as a % of revenue

Gross Margin

UHNWI Growth

21x 23x 25x 27x 29x

9215 7.2% 10.1% 12.8% 15.4% 17.9%

9715 8.8% 11.8% 14.6% 17.3% 19.8%

10215 10.5% 13.5% 16.5% 19.1% 21.7%

10715 12.0% 15.1% 18.0% 20.8% 23.5%

11215 13.6% 16.7% 19.7% 22.5% 25.2%

I. Stress Test II. Market -based valuation

To avoid relying solely on our DCF, we stress -tested the model and performed an exit -multiple valuation to also consider
market factors into our price

Beyond the DCF

Source: Bloomberg, Team Elaboration
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Risk and Return

Business and Operational Risks

B1 Ṿ Change in consumer preferences

B2 Ṿ Succession issues

B3 Ṿ ESG

B4 Ṿ Failure to diversify the portfolio 

Macro and Industry Risks

M1 Ṿ Events that could stop tourism

M2 Ṿ Economics slowdown in Asia

M3 - Counterfeit

Source : Team Elaboration

Finally , risk and return were analized in order to conclude whether the investment was really worth it and reiterate the BUY 
reccomendation

Probability

M1

M2

B1

B2

B3

B4

ặᶰṞᶯᶷᶶặᶯṞᶶᶯᶰ
TargetCurrent

I. Expected return range III. Risks that could affect our expectations

ặ ᶰṣᶲᶱᶳặ ᶯṞᶷᶵᶲ 

ặᶰṞᶰᶯᶰặ 1,879

ặ ᶰṞᶲᶵᶵ ặ ᶯṞᶶᶱᶮ 

M3
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BUY

II. What drives the reccomendation

30%

7%

27%

4%

30%

12%

27%

4%

23-28 Margin 23-28 Growth Rate Perpetuity Margin Perpetuity Growth
Rate

Consensus Our Expectations

Perpetuity
Margin

Perpetuity
Growth Rate

ặᶰṞᶳᶰᶰặ 1,865

Consensus vs our expectations of Hermès ậ ɳǸɶȒɐɶɃǍɅǪǸ

Football Field Risk matrix



AF AF

AF

AF

AF AF

AF

AF

AF

AF

AF

AF

AF

AFA AF

AF AF

AF AF

AF AF

AF

AF

AF

AF

AF

AF

AFAF

AF

AF

AF

AF

AF

AFAF AF

AF AF

AF AF

AF AF

AF

AF

AF

AF

AF

AF

AFAF

AF

AF

AF

AF

AF

AF

AF

AF AF

AF AF

AF AF

AF AF AF AF AF AF AF AFAFAF AF

AF

Questions
& Answers



Presentation Index
Overview

Investment Thesis

A Dive into Luxury Markets

Astonishing Orange

Playing the Hermès Game

Keeping it in the Family

Growth Possibilities

New Customers Landscape

Elusive Exclusivity

Market Positioning

The Allure of Hermès

The Strategy Behind the Pricing

Customer Loyalty

Customers are the Most Valuable Assets

Clients are Tied with an Hermès Bow

Valuation

Current Stock Price Breakdown

From Cash Flows to Value

Beyond the DCF

Risk and Return



Appendix Index
Field Research

Interviews

Industry

Porter 5 Forces

UHNWI and HNWI

Subsectors

Generation Z

Democratization of Luxury

Secondary Market

Management

E-commerce

Peers

Hermès

SWOT

Stores

Supply Chain

Portfolio

Work Enviroment

IPO Pop

Word Count

Risks

M2: China

M3: Counterfeit

B3: ESG

Valuation

Revenue

Income Statement

Capex and D&A

Working Capital

Net Financial Income

Cash Flow Statement

Shareholder Remuneration

DCF Conclusions

Implicit Value

Multiples

Volume

Monte Carlo

M&A Options

WACC

Recommendation

Beating Consensus



LTS Challenge 2023

Field Research



LTS Challenge 202321

We visited both stores from Hermès in Sao Paulo

Source : Team Elaboration

Visit to Hermès ẏ ñʌɐɶǸɾ
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While visiting different luxury stores, Hermès was the only one that would close its doors when all of its sales associates were occupied

Source : Team Elaboration

Visit to Hermès ẏ ñʌɐɶǸɾ
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We visited stores from other brands to compare to Hermès ậṹ but none of them had that much authenticity

Visit to Other Luxury Stores

Source : Team ElaborationLTS Challenge 2023
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We visited the counterfeit center of São Paulo to take a look at the options available for consumers

Source : Team Elaboration

Visit to 25 de Março
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We visited ẬfɐɶǍ Ǳɐ >ȺɐɾǸʌậ to talk to its owner and to take a look at the Hermès pieces there were in sale

Source : Team Elaboration

Visit to a Second -hand Store
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We talked to 3 former employees in Sao Paulo Brazil

Source : Team Elaboration

Interview with former employees

Aline Morosini
Former Intern at Hermès in Sao Paulo, BR

Pedro Nascimento
Former Intern at Hermès in Sao Paulo, BR

Mônica Junqueira
Former Intern at Hermès in Sao Paulo, BR

Å They left because interns are not hired after they graduate

Å Leadership roles are majorly occupied by French people

Å Other roles are occupied by people who worked previously another Luxury companies

Å All 3 said they would go back to Hermès if they could
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We reached out to Lorenzo, because there are no luxury analysts in Brazil, and he gave us some insights on the industry and H erm ès

Source : Team Elaboration

Interview with a Citi Analyst

Lorenzo Bracco
Luxury Analyst at Citi (London, UK)

ẌoǸɶɃȇɾ țǍɾ ǪɐɅʌɶɐȺ ɐʬǸɶ ȡʌɾ 
demand and is able spread the 
ɾǍȺǸɾ ǍǪɶɐɾɾ ɳǸɶȡɐǱɾ ɐȒ ʌȡɃǸẍ
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Antonio helped us understand the strategy behing issuing shares andhow that assimilates wit Hermès strategies

Interview with a Former Investment Banker

ẌInvestment Banks slightly underprice shares
they issue , aiming to have it increase in value
the same day of the IPO.
We usally aim to have a demand 3 to 4 times 
higher than the supply , what makes the share
really exclusive and feel like luxury ẍ

Antonio Ferraz
Former Banker at JP Morgan (NY)

Source : Team Elaboration
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Sandra guided us through a second -țǍɅǱ ǩʔɾȡɅǸɾɾ ɐɳǸɶǍʌȡɐɅ ǍɅǱ oǸɶɃȇɾậ ɶǸȺǸʬǍɅǪǸ ȡɅ ʌțǸ ɃǍɶȶǸʌ

Interview with a Second -Hand business owner

Ẍ©ɅɐʭȡɅȓ they  can  resell  it  later,  many  clients  are  more  
prone  to  buying  luxury  goods  in  store . I have  clients  
coming  the  day  after  the  purchase  saying  they  want  to  
sell  it"

Sandra Raffaelli  
Secondhand Business (Fora do Closet) Owner

Source : Team Elaboration
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Interview with a CEO of Louis Vuitton Brazil

Daniela Gontijo
Brazil Country Manager at Louis Vuitton

ẌRelationship is what moves this
luxury market . My client may like 
other brands , but I win them
over with the relationship Ẍ

Source : Team Elaboration

ğǸ ʭǸɶǸ ǍǩȺǸ ʌɐ ʔɅǱǸɶɾʌǍɅǱ ǩǸʌʌǸɶ ¬ɐʔȡɾ ĞʔȡʌʌɐɅậɾ ɐɳǸɶǍʌȡɐɅ ǍɅǱ ɾʌɶǍʌǸȓʳ ǍɅǱ țɐʭ ȡʌ ǪɐɃɳǍɶǸɾ ʌɐ oǸɶɃȇɾậ
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Victor explained to us further about Iguatemi 365 and the luxury e-commerce business industry

Interview with Iguatemi IR

Victor Barbosa 
Iguatemi  IR  Coordinator

"There  is also  wealthy  people  in  Goiânia  (Brazilian  state),  
far  away  from  physical  stores . Our  goal  with  Iguatemi 365 
is to  bring  luxury  to  them ."  

Source : Team Elaboration
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Porter's Five Forces model can be applied to the luxury industry to analyze the competitive forces.

Source : Team Elaboration

æɐɶʌǸɶẏɾ fȡʬǸ fɐɶǪǸɾ

Threat of 
substitute 
products

Rivalry among 
existing 

competitors  

Threat of new 
Entrants

Bargain 
Power of the 

Buyers

Bargaining 
Power of 
Suppliers  

Threat of Substitute Product : Low. While designs can be imitated, the 
allure, prestige, and unique experience associated with luxury brands 
like Hermès cannot be easily replicated.

Threat of New Entrants : High. Entering the luxury goods marketis a 
challenge since it is highly concentrated and dominated by big holding 
companies and requires significant brand building to achieve the 
stature and reputation of established luxury houses.

Bargaining Power of Buyers : High, given the array of luxury brands 
available. However, the exclusivity and distinctiveness of top -tier luxury 
products, combined with brand loyalty, can diminish buyer power.

Bargaining Power of Suppliers : Moderate. Luxury brands often rely on 
exclusive, high -quality materials, which could give suppliers some 
leverage. Yet, major luxury houses have the capital to secure long -term 
deals or even integrate vertically.

Rivalry Among Existing Competitors : Intense. The luxury sector has 
several established brands, each competing for a share of the customer's 
wallet. Exclusive releases, brand heritage, and unique marketing 
strategies often define competition.
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9%

8% 8%

12%

7%

9%

Series1Growth from previous year

70

Concentration of wealth is indicated by the number of people that fit into theses 2 groups

Source: Knight Frank Global Welath Report 2022

UHNWI and HNWI by Geography
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I. UHNWI and HNWI Around the Globe II. China is enriching the fastest


































































































































































































