
COMPAGNIE FINANCIERE RICHEMONT

(CFR)
Compagnie Financiere Richemont SA (Richemont) is a Switzerland-based
jewelry company. The Company's segments include Jewellery Maisons and
Specialist Watchmakers. The Jewellery Maisons segment includes
businesses, which are engaged in the design, manufacture and distribution
of jewelry products. The businesses include Cartier, Van Cleef & Arpels and
Giampiero Bodino. Its Specialist Watchmakers segment includes businesses
whose primary activity includes the design, manufacture and distribution of
precision timepieces. The businesses in the Watchmakers segment include
Piaget, A. Lange & Sohne, Jaeger-LeCoultre, Vacheron Constantin, Officine
Panerai, IWC Schaffhausen, Baume & Mercier and Roger Dubuis. The
Company's other operating segments include Montblanc, Alfred Dunhill,
Lancel, Chloe, Purdey, Shanghai Tang, Peter Millar, investment property
companies and other manufacturing entities.

FUNDAMENTAL AND TECHNICAL OVERVIEW

The group recently reported a trading update for the quarter ended 31
December 2017. Sales in the quarter increased by 7% at constant exchange
rates and 1 % at actual rates compared to the prior year period. Europe
contributed 27% to total sales, Japan 9%, Middle East and Africa 8%,
Americas 18% with the Asia Pacific region being the largest contributor with
38%. The specialist watchmakers segment contributed 25% to sales,
Jewellery Maisons 59% while the other operating segments contributed
16%.

On the 22nd of January the group announced its intention the acquire the
remaining shares it does not already own in Yoox Net-A-Porter (YNAP) for
38 € per share. YNAP is the world’s leading online luxury retailer and is
listed on the Milan stock exchange. Should the acquisition be approved it
will expand the groups e-commerce offering.

Richemont’s products can be considered as discretionary purchases.
Economic factors like world GDP growth, consumer spending and foreign
exchange movements (Richemont reports in Euros) have a significant
impact on the performance of the group.

In the latest interim results for the six months ended 30 September 2017
the group reported an increase in sales of 10%, operating profit rose by
46% and cash generated form operations increased to € 1108 m (2016: €
666 m). The overall improvement in the first half of the financial year was
mainly driven by a stronger performance form the Asian Pacific region.
Swiss watch exports for January 2018 rose by 12.6% compared to January
2017. Hong Kong posted the highest monthly increase for over 5 years,
while China climbed up to second place overtaking the United Sates.
Growing demand for luxury goods in Asia could be supportive for
Richemont’s future earnings growth.

The company is currently trading on a forward PE of 20.3 and historic
dividend yield of 2.33%. Richemont has a robust balance sheet and an
excellent management team. Relative to peers like LVMH and Hugo Boss,
Richemont appears to be offering value.
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 24,6x 3,3x 12,1x

Current Year Est 22,9x 3,4x 12,4x

Expected 20,5x 3,2x 11,2x

SHARE INFORMATION

Share Code CFR

Industry Texti les  & Apparel

Sector Consumer Discretionary

Market Capita l  (Rm) 549 188

Current Price (ZAR) 104,95

Consensus  1yr Target Price ** 135,50

Price - 52 Week High: 131,53

Price - 52 Week Low: 95,93

Dividend Yield 2,31%

Beta 5 Year (FTSE/JSE Al l  Share) 1,31

** Data provided by Thomson Reuters

SHARE PRICE PERFORMANCE**
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Swiss watch exports CHF (million) Change

Wrist Watches 1529.4 11.80%

Other Products 90.6 29%

Total 1620.1 12.60%

Main countries

Hong Kong 242.2 21.30%

China 176.8 44.30%

USA 163.1 -1.90%

United Kingdom 91.6 4.60%

Japan 89.3 12.90%

Germany 84.3 -4.10%

** Data provided FH
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Cash Flow from Operations**

Cash from operating activities Growth

** Data provided by Thomson Reuters

Cash flow from operations declined in their latest financial year
but still remains at acceptable levels.

This Company’s forward PE is trading at 21,18 and its historic
PE is currently at 24,32.

Richemont is trading at a price to book ratio of 2,72 which is
slightly below its long term average of 2,74.

Their debt to equity is currently at 13,7. This has declined
steadily from 21,4 in 2015.

The ROE declined due to a cyclical downturn in demand for
luxury goods from 19,9% in 2012 to 7,9% in 2017.

EPS decreased by 45% in 2017 due to a one-time gain realized in
2016 from the merger of Net-a-Porter and Yoox.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in whole

or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any jurisdiction

where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we have no

responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this publication

must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we believe to be

reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice. This

publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the profit/loss

made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein may not be

suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations and

investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in this

publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results. The

employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 
compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

Richemont has been struggling to show some positive momentum since October 2017 and has been trending downwards, almost
reaching R100 where it previously traded in January 2017. This steady decline is on the back of a strengthening Rand although it
published promising interim results in the middle of October. A key support level for this stock is R102.88 which is equivalent to the low
it made in June 2017. This share is now trading in oversold territory but if we do see a reversal it could possible test resistance at its 50-
day moving average, currently at R109.82, followed by its 200-day moving average, R114.83.
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