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EQUITY INSIGHTS
Compagnie Financiere Richemont

CFR

Market Capitalisation R705 billion

Share Price R122.95

Consensus Rating Overweight

52w Low‐High Range R101.51‐R131.53

Estimated Forward PE 25.3x

Estimated Forward DY (Ordinary) 2.3%

Next Reporting Date (Period) 10/11/2018 (HYE Sept‐18)
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YEAR END RESULTS

During the month of May, Richemont released their 2018 year‐end
results. Sales increased by 3% (actual exchange rates) with operating
profit and earnings increasing by 5% and 1% respectively. The results
were negatively impacted by the company buying back some
EUR203million worth of watches during the year. The highlight of
the results was the exceptionally strong cash flow generation
(EUR2.7billion) over the period. The 6% increase in dividends is, in
our view, probably the biggest disappointment given the strong cash
generation and growing cash pile.

CORPORATE ACTIVITY

Given the strong cash flow generation during the period, it was
interesting to note the issuance of EUR4billion in corporate bonds
despite the EUR5.8billion (12% of market capitalisation) of net cash
already on the balance sheet. Management’s reasoning being to
‘take advantage of a low interest rate environment to raise long‐
term debt to fund the development of our businesses as we
continue to adapt and evolve’.

During the period, Richemont increased their stake in duty free
retailer Dufry, and launched an offer for all Yoox Net‐a‐Porter shares
not already owned by the Group. Subsequent to the year‐end,
Richemont announced the sale of the loss making Lancel division
and purchase of Watchfinder.co.uk, an online retailer of pre‐owned
premium watches.

INVESTMENT CASE

The Cartier brand remains the biggest profit driver in the Group, and
although not disclosed, is estimated to contribute around 65% of
Group profits (Cartier and Van Cleef & Arpels together make up
around 86% of profits).

Richemont offers investors exposure to a basket of exceptional
brands with strong brand equity in an industry with high barriers to
entry given the importance of brand heritage and control over
supply chains and distribution channels. Operating within a long‐
term oriented corporate culture, notwithstanding some recent
executive level changes, management have shown a willingness to
adapt to changing consumer needs without damaging their brands.

SUMMARY

Despite the recent rerating, Richemont continues to offer a
compelling investment case for long‐term oriented investors looking
for a high quality company with ‘hard currency’ rand‐hedge
characteristics supported by favourable earnings momentum. HOLD.

EQUITY MANAGEMENT (SOUTH AFRICA)

Sources: Factset 11/06/18

Industry

Luxury Goods

Industry View

Neutral

Current Recommendation

HOLD

Sources: Factset 11/06/18

Sources: Factset 11/06/18

Sources: Factset 11/06/18

70

80

90

100

110

120

130

140

Ju
n
‐1
5

D
ec
‐1
5

Ju
n
‐1
6

D
ec
‐1
6

Ju
n
‐1
7

D
ec
‐1
7

Ju
n
‐1
8

Indexed Share Performance (3 yrs)

CFR ALSI

 13.0

 16.0

 19.0

 22.0

 25.0

 28.0

Ju
n
 1
5

D
ec
 1
5

Ju
n
 1
6

D
ec
 1
6

Ju
n
 1
7

D
ec
 1
7

Ju
n
 1
8

12m Forward PE (3 years)

CFR Mean

 ‐

 500

 1,000

 1,500

 2,000

 2,500

Mar‐14 Mar‐15 Mar‐16 Mar‐17 Mar‐18

Free Cash Flow (€ million)



FOR MORE INFORMATION PLEASE CONTACT:

JP du Plessis 
Director – Equity Management
t: +27 21 446 2106
e: jp.duplessis@stonehagefleming.com

Jeremy Gorven, CFA
Senior Analyst – Equity Management
Representative under supervision
t: +27 21 446 2172
e: jeremy.gorven@stonehagefleming.com

Ryan de Kock, CFA
Analyst – Equity Management
Representative under supervision
t: +27 21 446 2112
e: ryan.dekock@stonehagefleming.com

This document is intended to provide only general information and to highlight points of interest. It is not intended to be comprehensive or sufficient for
making decisions and should not be relied upon. Specific financial and taxation advice should be sought on the facts of any matter before action is taken.
This document is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) it is prohibited.

Where investments are involved, nothing in this documents should be taken as expressed or implied indication, representation warranty or guarantee of
performance whether in respect of income or capital growth. No warranty or representation is given as to the accuracy or completeness of this document
and no liability is accepted for any errors or omissions that the document may contain. The value of investments and any income derived can go down as
well as up. Investors may not get back the full amount invested. Past performance is not a reliable indicator of future results. Where an investment is
denominated in a currency other than the currency where the investor is resident, investment returns may increase or decrease as a result of currency
fluctuations.

Stonehage Fleming Investment Management (South Africa) (Pty) Ltd, other affiliated companies of the Stonehage Group and directors and employees of
these companies may from time to time have a long or short positions in the securities mentioned in this document and may add to or dispose of such
securities.

This document is issued and approved for distribution in South Africa by Stonehage Fleming Investment Management (South Africa) (Pty) Ltd, which is an
authorised Financial Services Provider (FSP No. 42847).
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