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LVMH Misses
Expectations
As ChinaFlags
• The group saw a “marked

détérioration” in sales of

fashion and leather goods to

Chinese consumers.
BY JOELLE DIDERICH

PARIS - The Chinese damhasbrokenfor
LVMH Moët Hennessy Louis Vuitton.

The world’s biggest luxury groupmissed

marketexpectationswith a 4.4 percent
drop in revenuesin the third quarter,

blaming lower growth inJapananda
“marked détérioration” in sales of clothing

andaccessories to Chinesenationals.

Overall salesin itskey fashion and leather
goods division weredown 5 percentona

like-fbr-like basis versusthe saineperiod

last year, sharply below aVisible Alpha

consensus forecastfor a1 percentincrease.

The sectorleader’s struggles illustrated
the depthof the crisis in confidenceainong

Chinese consumers.

Their spending on fashion andleather
goods was down in the midsingle digits in

the third quarter,after rising in the mid- to

high-single digits during the flrst halfof the
year, chief financial officer Jean-Jacques

Guiony told analysts and journalistsona
webcast on Tuesday.

Golden Week Not That Golden
Business in watches andjewelry remained

understrain,but did not worsen. The

country’s National Day Golden Week

holiday, which ran from Oct. 1 to 7, didnot
move the needleeitherway, Guiony noted.

The Frenchconglomerate,which owns
morethan 75 brandsincluding Louis
Vuitton, Dior, Tiffany & Co. and Sephora,

is onageneral cost-cutting drive, but
it plans to continue investing in stores,

communications andevents in China

nextyearin the beliefthat demandwill

eventually bounce back. “We don’t give

up,” Guiony said.

“We arestill very hopefulthat the luxury

industrywill continue to developand

will continueto surfon the wave of the
emergenceof the uppermiddle class,”
he added. “We seeabsolutely no reason

why, after acyclical downturnaswe are
experiencingtoday, we shall not be in a
position to recover.”

The fortunesof luxury stocks hâve been

regarding économiestimulusmeasures
designed to counter flagging growth linked

to factors including aslumping property
marketandhigh youth unemployment.

The world’s second-largest economy

is at risk of missing its targetof around5

percentgrowth in 2024, analysts say.

Guiony saidrecentannouncements
showed that Chinese authorities

understandthe needto spurhousehold
spending,thoughhe would not speculate
on the timing of a potentialturnaround.

“Whetherthesemeasures will be
sufficient or not, [or] will be coinpletedin

thefutureby further measures,I don’t
hâvea due, but clearly it shows that
theyare taking the issuevery seriously,”
he remarked.

Slowdown Since
SecondQuarter
Reporting resultsafter the marketdose,
LVMH said revenues totaled19.07billion

eurosin the three months to Sept. 30,
below the Visible Alpha forecast of

20.01billion euros.

Stripping out the impact of currency

fluctuations,saleswere down 3 percent
year-on-year, indicatinga slowdown from

thesecondquarter, when organic revenues

increased1 percent.

Like-for-like salesin Japanwere up20
percentin the third quarter after a 57

percentjump in the prior three-month

periodasthe yen recovered from its recent

weakness.
In the restof Asia, the trendworsened

with a16 percentdécliné in the third
quarter.

Saleswerefiat in the U.S. andup2

percentin Europe, representingaslight

quarterlydécélérationin bothcases.

LVMH doesnot breakdown results by

brandand Guiony offered little insight
onthe underperformanceof fashion and
leathergoods,beyondsaying that Vuitton

was slightly above the division average and

Dior slightly below.

Créative Churn
Thesegment is facing a periodof créative

churn,with the departureof I-Iedi Slimane

atCeline, to besucceededby Michael

Rider; Kim Jones exiting Fendi, with no
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taking over at Givenchy.
Guiony said LVMFI was counting on

product innovationto emerge from the

marketslump, andtheonus will beonthe
newartistic directorsto stoke excitement
arouncl their offerings, althoughthese
won’t corne on streamfor several quarters.

Someanalystshâvesuggestedthat its cash
cow brandsare also in needof arefresh.

“The impression is that both LV and
Dior are in transitionand needa breather
beforethey regroupandrestart.Both

brandshâve seenthesamewomenswear
créativedirectorsin placefor along while,

which seemsless thanidéal,” Bernstein

analyst Luca Solcaandhis teamsaid in a
report in August.

Uncharacteristically, Tuesday’s initial

pressrelease from LVMFI did not include a
quotefrom chairman andchief executive

officer Bernard Arnault,with the group

merelyreiteratingits guidance for theyear.

Butat aneventlastweekcelebrating

thelOth anniversaryof the luxury

group’s vocational training program
for craftspeople,the luxury mogul

emphasizedthe importanceof quality
productsover marketing.

“Dur futurecustomersshouldfeel drawn

to ourproductsbecauseof their perception

of theexcellence of our craftspeople, and

notbecausewe’re tryingto reel them in
with someclassicmarketingtacticbasedon

astudyof what theywant,” Arnault said.

LVMH’s share price hasfallen by 27

percentfrom its intra-year peakof 872.80

eurosonMarch 14 as inflation hascurbed
discretionaryspending.

But Guiony madeclear that LVMFI would

notbe changing strategyor lowering prices
in anattemptto win backaspirational
customers.

“I think it would be a mistake. Wehâve

to staytrue to whatwe are. The offer in
luxuryhasbeen the key strengthoverthe
years,” he said. “The current situationis

moredemand-driven than offer-driven.”
Organic salesof watches andjewelry

were down 4 percentin thethird quarter,
while wines andspirits posted a 7 percent
drop.On the bright side,perfumesand

cosmetics were up3 percent,andsélective

retailing rose2 percent.
Revenuesat travel retail operatorDFS

are still below 2019 levels, andLVMFI said
lastweekthat it was bringingback Ed
Brennanas intérim CEO to helpsteerthe

businessbackto growth.

More ManagementChanges?
There is spéculation that othersenior

management changesare in the Works,
after asériés of bigshifts in LVMH’s C-suite

directors.
During this year alone, executive

changeshâve included the nomination

of anew deputyCFOandheadof LVMH

Fashion Group, aswell asthe stepping

down of Antonio Belloni, LVMH’s long-

standing group managing director.

In late September, LVMH revealed
internally the upcomingdepartureof
Christopher deLapuente,CEO of the
sélective retailing division, who is retiring
at the endof October.

Even asit tries to rein in spending, the
luxurygroup must dealwith a numberof

unexpectedbills in the coming months.

If confirmed, FrenchPrimeMinister

Michel Barnier’s plan to raise the
corporation tax would cost LVMH between
700million and800 million euros,Guiony

said.

Meanwhile, a disappointing Champagne
harvestis setto wipe 40million to 50

million eurosfrom theprofits of the

division, headded.

Cécile Cabanis, participatingin her first
call asdeputyCFO, said the wines and

spirits division would alsobehit by China’s
imposition of temporaryanti-dumping
measuresonbrandy from the European

Union, a measurethatdisproportionately

affects cognac producers.

Cabanissaid China accountsfor just

under20 percentof Hennessy’srevenues,
but tariffs should hâve limited near-term

impact asinventories in China are high due

to recentweak demand.
LVMFI wasthe first major player to report

third-quarter sales. French group Kering is

dueto unveil its figureson Oct. 23, followed

by Hermès International onOct. 24.
“For the time being,the material

revenuemiss of the luxury bellwether
LVMH is aclear négativefor the industry
aheadof the [third-quarter] reporting
seasonand in the run-up to key Christmas
andChinese New Year trading periods,”
Thomas Chauvet, analyst atCiti, said in a
researchnoteafter the results.
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The Louis Vuitton
flagshipon Avenue des
Champs-Êlyséesin Paris.
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